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Town of South Kingstown, Rhode Island

180 High Street
Wakefield, RI 02879
Tel. 401-789-9331

December 7, 2007

To the Citizens of the Town of South Kingstown, Rhode Island:

The comprehensive annual financial report of the Town of South Kingstown, Rhode Island, for
the fiscal year ended June 30, 2007, is hereby submitted as mandated by both state statutes and the
Town charter. State laws require that all general-purpose local governments publish within six months
of the close of each fiscal year a complete set of financial statements presented in conformity with
generally accepted accounting principles (GAAP) and audited in accordance with generally accepted

auditing standards by a firm of licensed certified public accountants licensed to practice in the State of
Rhode Island.

This report consists of management's representations concerning the finances of the Town of
South Kingstown. Consequently, management assumes full responsibility for the completeness and
reliability of all of the information presented in this report. To provide a reasonable basis for making
these representations, management of the Town of South Kingstown has established a
comprehensive internal control framework that is designed both to protect the government's assets
from loss, theft, or misuse and to compile sufficient reliable information for the preparation of the Town
of South Kingstown's financial statements in conformity with GAAP. Because the cost of internal
controls should not outweigh their benefits, the Town of South Kingstown's comprehensive framework
of internal controls has been designed to provide reasonable rather than absolute assurance that the
financial statements will be free from material misstatement. As management, | assert that, to the best
of my knowledge and belief, this financial report is complete and reliable in all material respects.

The Town of South Kingstown's financial statements have been audited by Braver PC, a firm
of licensed certified public accountants. The goal of the independent audit was to provide reasonable
assurance that the financial statements of the Town of South Kingstown for the fiscal year ended June
30, 2007, are free of material misstatement. The independent audit involved examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements; assessing the
accounting principles used and significant estimates made by management; and evaluating the
overall financial statement presentation. The independent auditor concluded based upon the audit,
that there was a reasonable basis for rendering an unqualified opinion that the Town of South
Kingstown's financial statements for the fiscal year ended June 30, 2007, are fairly presented in
conformity with GAAP. The independent auditor's report is presented as the first component of the
financial section of this report.

The independent audit of the financial statements of the Town of South Kingstown was part of
a broader, federally mandated "Single Audit" designed to meet the special needs of federal grantor
agencies. The standards governing Single Audit engagements require the independent auditor to
report not only on the fair presentation of the financial statements, but also on the audited
government's internal controls and compliance with legal requirements, with special emphasis on
internal controls and legal requirements involving the administration of federal awards. These reports
are included in the single audit section of this report.



GAAP requires that management provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management's Discussion and Analysis
(MD&A). This letter of transmittal is designed to complement the MD&A and should be read in
conjunction with it. The Town of South Kingstown's MD&A can be found immediately following the
report of the independent auditors.

PROFILE OF THE GOVERNMENT

The Town of South Kingstown, established in 1658 and incorporated as a Town in 1723, is a
diversified community in a rural, suburban area of southern Rhode Island approximately 30 miles from
Providence. The geography of the Town includes farmland, wetlands, salt marshes, waterfront areas,
woodland, and many natural and scenic attractions. The total area is 62.3 square miles, consisting of
56.8 square miles of land and 5.5 square miles of inland water. The Town, fronting on the Atlantic
Ocean, is part of the South County summer vacation area. The Town is empowered to levy a
property tax on both real and personal properties located within its boundaries. The Town is also
authorized to assess and collect excise taxes on registered motor vehicles and trailers.

The Town has a home-rule charter and operates under the Council-Manager form of
government. The Town Council is elected by popular vote every two years and is responsible for,
among other things, passing ordinances, recommending a budget, appointing committees, and
hiring both the Town Manager and Town Solicitor. The Town Manager is responsible for carrying
out the policies of the Town Council, for overseeing the day-to-day operations of the Town, and for
appointing all other employees, except for School Department personnel.

The Town provides a full range of municipal services including public safety protection, the
construction and maintenance of highways, streets, and other infrastructure, libraries, recreational
activities, planning and zoning, education and administrative services. In addition, the Town operates
water, sewer and solid waste utility systems.

The annual budget serves as the foundation for the Town of South Kingstown's financial
planning and control. All departments of the Town are required to submit requests for appropriation
and revenue estimates to the Town Manager on or before the last day of January each year. The
Town Manager uses these requests as the starting point for developing a proposed budget. The
deadline for the Town Manager to submit his proposed budget to the Town Council is no later than
March 1. The Town Council holds several budget work sessions in March to discuss the details of
his proposed budget document. The Town Council may revise the budget as submitted by the Town
Manager and has to adopt a recommended budget for presentation to the Financial Town Meeting
not later than thirty (30) days preceding its effective date. Town Charter changes approved in
November 2006 will change the budget process starting with the 2007-08 fiscal year budget. The
appropriated budget is prepared by fund, major program function (e.g., public safety), and
department (e.g., police). Department heads may make transfers of appropriations within a
department. Transfers within a major program function may be made by the Town Manager,
provided that proper notification is given to the Town Council. Contingency funds available at year-

end are authorized by resolution of the Town Council to cover any deficits within general
classifications.

Budget-to-actual comparisons are provided in this report for the general fund and the school
unrestricted fund on pages 22-25 and page 26 respectively as part of the basic financial statements.

FACTORS AFFECTING FINANCIAL CONDITION

The information presented in the financial statements is perhaps best understood when it is

considered from the broader perspective of the specific environment within which the Town of South
Kingstown operates.
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FACTORS AFFECTING FINANCIAL CONDITION (Continued)

Local economy. The economy is centered on the University of Rhode Island, which has an
enroliment in excess of 15,000 and employs more than 2,400 people. South County Hospital and
tourism trade are also key components of the South Kingstown economy. According to the latest
employment data available for the 2006 calendar year, as reported by the Ri Department of Labor and
Training, the Town experienced an increase in private sector employment between 2002 and 2006

amounting to 1,563 new jobs. Total annual employment in the private sector increased from 8,414 to
9,977.

The University of Rhode Island (URI) has recently constructed two new dormitories in the
North Campus District adding an additional 800 beds. A new $60,000,000 biotechnology center,
totaling 140,000 square feet, is now under construction. A new college of Pharmacy building is in the
planning stages and is scheduled to begin construction in 2008. Estimated cost of the new pharmacy
facility is $65,000,000. A feasibility study for a Research and Technology Park was recently
completed. Conceptual plans cali for 320,000 square feet of office/light industrial space to foster and
incubate the marketing and development of “intellectual property” from the faculty and professional

staff of the University. UR! recently acquired 114 acres of land of which the Park will occupy
approximately 30 acres.

South County Hospital is currently constructing a new bed tower, which will feature all private
rooms. Upgrades and renovations were recently completed in the diagnostic imagery department,
emergency room and the hospital laboratory facilities. The hospital is in the process of developing a

new master plan that will include continued refurbishment of the facility, a potential new oncology unit
and an additional operating room.

Economic development continues at the Village at South County Commons, which continues
to be developed as a planned, mixed-use development along Route 1. Construction of Brightview
Commons, a residential assisted living facility, which is comprised of 95 independent living units, 48
assisted living units and 19 Alzheimer patient beds was completed in the spring of 2007. The facility is
approximately 133,000 square feet in size. Construction of an additional retail building of
approximately 10,000 square feet has been completed and now houses a Sears Home and Garden
facility. Construction is underway on a 100-room Hampton Inn hotel and meeting facility, with
expected occupancy in the spring of 2008.

A statistical profile of the Town is provided below to show local population, housing, and
economic trends and conditions that influence the demand for public services and facilities and the
ability of the Town to support needed services. The following indicators highlight the magnitude of
change that has taken place in South Kingstown in recent years:

e According to the 2000 Census, the Town's population grew by 3,309 people from 24,612 to
27,921, an increase of 13.5 percent from 1990 to 2000. The Town experienced the largest
numerical population increase among all Rhode Island cities and towns with the exception of the
City of Providence. The 2007 estimated population is 30,863.

» Estimated local median family income in 2007 was $83,294, which is $18,561 or 28.7 percent
more than the statewide median income of $64,733.

» The median sale price of a single-family home in South Kingstown dropped to $363,725 in the first
half of 2007, compared to the year-end 2006 median sales price of $365,000. This represents a

seven-year jump of $198,725 from the year 2000, when a median priced house was selling for
$165,000.
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FACTORS AFFECTING FINANCIAL CONDITION (Continued)

Local economy (Continued)

e With the issuance of 102 building permits for new housing units in 2006, the Town's total year-
round housing count has reached 11,418. Construction activity since 1996 has resulted in the
addition of 2,132 units or an average of 194 new units annually over the eleven-year period.
Single family housing construction amounted to 1,552 units or an average of 141 houses per year

e Private sector jobs totaled 9,977 in 2006, of which 2,351 were in Health Care and Social
Assistance, 1,484 were in Retail Trade and 1,249 were in Accommodations and Food Service.
Manufacturing jobs are the fourth largest sector, increasing from 876 in 2002 to 956 in 2006.

e The size of the resident workforce increased from 13,841 to 15,936 between 1997 and 2006.
Similarly, the number of employed residents grew from 13,334 to 15,259. The August 2007

unemployment rate for South Kingstown was reported at 4.2 percent, compared to the statewide
average of 5.1 percent.

e Fifty-three percent (53%) of those South Kingstown residents, older that age 25, had a college'

degree in 2000, another 38% had completed high school and 9% did not have a high school
diploma.

Long-term financial planning. As a part of the annual budget process, the Town Manager prepares
and presents a six-year capital improvement plan. This plan identifies costs and financing methods
for those capital projects that the Town anticipates funding over the next six years. The 2007-2008
fiscal year capital improvement plan projects needs through fiscal year 2013.The plan provides for the
needs of the general government and addresses such issues as infrastructure, major equipment
replacement, school facilities, public safety, recreation and open space purchases.

This plan estimates total project cost over the six-year period of approximately $24,478,711.
Financing, net of third party sources for these projects by debt issuance, approximates $15,650,000.
in addition, $14,851,500 in capital projects to be funded on a “pay as you go” basis are projected over

the same six-year period. The total estimated cost of the two components of the six-year capital
improvement plan is $39,151,211.

Major projects to be bonded in the plan include: Recreation and open space programs for
$10,629,000; general municipal improvements for $8,049,711; school building improvements and a
new community gymnasium for $5,800,000.

Cash management policies and practices. It is the policy of the Town to invest funds in a manner
which will provide the highest investment return, with the maximum amount of security, while meeting
the daily cash flow needs of the Town and conforming to all state statutes governing the investment of
municipal funds. Cash temporarily idle during the year was invested in certificates of deposit,
obligations of the U.S. Treasury, commercial paper, concentration accounts, and money market
mutual funds. In addition, some trust funds held corporate stocks and bonds in their investment
portfolios. The maturities of the investments range from 1 day to 30 years. Investment income
includes appreciation in the fair value of investments. Increases in fair value during the current year,
however, do not necessarily represent trends that will continue; nor is it always possible to realize

such amounts, especially in the case of temporary changes in the fair value of investments that the
government intends to hold to maturity.
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FACTORS AFFECTING FINANCIAL CONDITION (Continued)

Risk management. The Town is a member of the Rhode Island Inter-Local Risk Management Pool.
The cooperative pool was formed in 1986 to address the insurance needs of Rhode Island
municipalities. South Kingstown became a member on July 1, 1988. The pool provides all property,
liability and worker's compensation insurance policies for the Town. Property and liability claims are
subject to a $2,500 deductible with the exception of public officials’ liability claims, which are subject
to a $5,000 deductible. The pool's self-insured retention levels range from $10,000 to $1,000,000
depending on the type of coverage provided. In addition to the self-insurance provided by the pool,
there is also reinsurance through third party sources for claims up to $5,000,000.

In addition to the insurance coverage provided, the pool also provides various educational and
training seminars to promote safety training and loss control efforts. Additional information on the

Town of South Kingstown'’s risk management activity can be found in Note 3 on pages 46-47 of the
notes to the financial statements.

Pension and other post-employment benefits. The Town of South Kingstown participates in the
Municipal Employees’ Retirement System of the State of Rhode Island (MERS), an agent multiple
employer defined benefit pension plan for all permanent employees, who work in excess of 20 hours
per week, except for certified school department employees. The Town has separate plans for
general municipal and non-certified school employees, police and emergency medical personnel.
Each year, an independent actuary engaged by the MERS calculates the amount of the annual con-
tribution that the Town of South Kingstown must make to each pension plan to ensure that the plan
will be able to fully meet its obligations to retired employees on a timely basis. As a matter of policy,
the Town of South Kingstown fully funds each year's annual required contribution to the pension plan
as determined by the actuary. The actuarial assumptions and methods used in the actuary’s report
comply with the parameters for disclosure that appear in Governmental Accounting Standards Board
Statement No. 25 (GASB 25). As of June 30, 2005, which is the latest information available, the Town
of South Kingstown has funded 94.6 percent of the present value of the projected benefits earned by
general municipal and non-certified school employees; 93.0 percent of the present value of the
projected benefits earned by police employees; and 118.1 percent of the present value of the
projected benefits earned by emergency medical personnel. All assumptions and methods used by
the actuary remain unchanged from the previous report dated June 30, 2004.

The Town of South Kingstown participates in the Employees’ Retirement System of the State
of Rhode Island (ERSRI), a cost-sharing multiple employer defined benefit pension plan for all
certified School Department personnel. Annual contributions by both employers and the State on
behalf of those employees are determined by an annual actuarial review and are assessed as a
percentage of the participant’s payroll. The required contributions include (a) normal costs, (b)
payments to amortize the unfunded frozen actuarial accrued liability over thirty years, and (c) interest
on the unfunded frozen actuarial liability. The actuarial assumptions and methods used in the
actuary’s report comply with the parameters for disclosure that appear in (GASB 25). In June 2008,
the Rhode Island legislature passed bill H5270 Article 7SUB A, which was signed by the governor on
June 30, 2006. The bill modifies benefits under ERSRI for future hires and for members with less than
ten years of contributory service as of June 30, 2006.

The Town of South Kingstown also provides postretirement healthcare benefits for certain
retirees and their dependents. As of the end of the current fiscal year, there were 67 retired
employees receiving these benefits, which are financed on a pay-as-you-go basis. As of June 30,
2007, GAAP does not require the Town to report a liability in the financial statements, in connection

with an employer's obligation to provide these benefits. The Town plans to implement GASB
Statement 45 during the 2008-2009 fiscal year.



FACTORS AFFECTING FINANCIAL CONDITION (Continued)
Pension and other post-employment benefits (Continued)

Additional information on the Town of South Kingstown's pension arrangements and post-
employment benefits can be found in Note 12 on pages 62-68 and Note 17 on pages 71-72
respectively in the notes to the financial statements.

COMMITMENTS AND CONTINGENCIES

Rose Hill Landfill

On October 4, 1989, the US Environmental Protection Agency (USEPA) notified the Town of
South Kingstown that the Rose Hill Regional Landfill had been placed on the National Priorities List
(NPL) for contaminated sites requiring clean-up actions. The landfill was previously operated by the
Towns of South Kingstown and Narragansett (The Towns).

A “Record of Decision” (ROD) was issued in December 1999, which delineates EPA’'s
approved remediation strategy for the site. Consent Decree negotiations with EPA and the Rhode
Island Department of Environmental Management (RIDEM) began in November 2000 and were
completed in January 2003.The Consent Decree designates RIDEM as the lead agency to oversee
the remediation design and remediation action for the site. The initial waste consolidation phase
commenced in June 2005 and was completed in September 2007. The RIDEM solicited bids during
the spring of 2007 for the second phase of the project, which will include construction of a gas

collection system and multi-layer cap. Construction of the second phase began in November 2006
and will be completed by December 2007.

The Towns have paid $4,125,000 to settle all past and future federal liabilities associated with
the Rose Hill site. South Kingstown's $2,000,000 payment to the Federal Government was funded
with a 20-year general obligation bond sold in September 2002 at an interest rate of 1.648%.
Repayment of the debt service associated with this bond will be provided from funds held in reserve

within the Solid Waste Fund and from property taxes. South Kingstown also paid $504,932 for natural
resource damages associated with the landfill contamination.

The Consent Decree also requires reimbursement of 30% of the State of Rhode Island costs
associated with the remediation of this landfill site and ongoing operation and maintenance costs.
These costs will also be shared equally between the two Towns. The estimated cost of reimbursing
the State, over a 27-year period beginning in fiscal year 2011, is $3,668,951, of which South
Kingstown is responsible for $1,834,475. The estimated liability of $1,834,475 has been included in
the government-wide financial statements at June 30, 2007.

West Kingston/URI Disposal Area Landfills

In addition to the Rose Hill Regional Landfill site, the West Kingston/URI Disposal Area
Landfills, located on Plains Road, were added to the NPL on July 29, 1992. The West Kingston town
dump began operation in the 1950's and ceased operations in 1978. Unlike the Rose Hill site, the
USEPA, in conjunction with the RIDEM, has approved a “presumptive remedy” approach to the
landfill's site remediation. “Presumptive remedy” methodology eliminates the traditional and costly Rl/
FS process whereby all potential cleanup options are evaluated in detail. A “presumptive” approach
requires a compressed RI/ FS investigation; installation of a landfill cap; and the monitoring of the site
to insure pollution abatement to appropriate levels. The University of Rhode Island (URI) and the

Towns of South Kingstown and Narragansett have agreed to participate in the remediation of the site
under State landfill closure regulations
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COMMITMENTS AND CONTINGENCIES (Continued)
Waest Kingston/URI Disposal Area Landfills (Continued)

Woodard & Curran were contracted in March 2002 to perform the necessary site investigation
and remedial design (RD) for the site. The RD was completed and approved by State and Federal
regulatory agencies in the Spring 2006. Construction of the remediation action, or multi-layer cap with
passive vent gas collection system, began in August 2005, and was substantially completed in June
2006. Cost estimates for planning and implementing a site remediation at this location are estimated
at $6,336,041. The estimated remaining municipal share to the two towns is approximately $14,690 or
$7,345 per community. The estimated liability has been reported in the government-wide financial
statements at June 30, 2007.

AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the Town of South
Kingstown for its Comprehensive Annual Financial Report for the fiscal year ended June 30, 2006.
The Certificate of Achievement is a prestigious national award recognizing conformance with the
highest standards for preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily
readable and efficiently organized comprehensive annual financial report, whose contents conform to
program standards. Such CAFR must satisfy both generally accepted accounting principles and
applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The Town of South
Kingstown has received a Certificate of Achievement for the last seventeen consecutive fiscal years
(fiscal years ended June 30, 1990-2006). We believe our current report continues to conform to the
Certificate of Achievement program requirements, and we are submitting it to the GFOA to determine
its eligibility for another certificate.

The preparation of this report was made possible by the efficient and dedicated services of the
entire staff of the Finance Department, and in particular Susan Macartney and Frank Xavier. |
sincerely appreciate their efforts in assisting me with preparing this comprehensive annual financial
report.

In closing, | would like to express my appreciation to the Town Manager and the Town Council
for their interest and support in planning and conducting the financial operations of the Town in a
responsible and progressive manner.

Respectfully submitted,

Alan R. Lord,
Finance Director
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for Excellence
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Reporting

Presented to

Town of South Kingstown
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For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2006

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
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systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
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\»Braver:

| Accountants & Advisors

INDEPENDENT AUDITOR'S REPORT

To the Honorable Town Council
Town of South Kingstown, 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
South Kingstown, Rhode Island as of and for the year ended June 30, 2007, which collectively comprise
the Town's basic financial statements as listed in the table of contents. We also have audited the
statements of revenues, expenditures and changes in fund balances — budget and actual — budgetary
basis (General Fund and School Unrestricted Fund) of the Town of South Kingstown, Rhode Island, for the
year ended June 30, 2007, as displayed in the Town's financial statements. These financial statements
are the responsibility of the Town of South Kingstown, 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 Govemment 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, as well as the budget and actual — budgetary basis
statements of the Town of South Kingstown, Rhode Island as of June 30, 2007, 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
December 7, 2007 on our consideration of the Town of South Kingstown, Rhode Island’s internal control
over financial reporting and 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.

Boston
Newton

Two Charles Street, Providence, Rl 02904 T401421.2710 F401.274.5230 www.thebravergroup.com Providence




The Management's Discussion and Analysis and the Schedule of Funding Progress for Pension
Plans on pages 3 through 15 and page 73, respectively, are not a required part of the basic financial
statements but are supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town of South Kingstown, Rhode Island’s basic financial statements. The
Introductory Section, Combining Fund Financial Statements, Capital Asset Exhibits, Other Exhibits, and
Statistical Section 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
basic financial statements of the Town of South Kingstown, Rhode Island. The Combining Fund Financial
Statements, Capital Asset Exhibits, Other Exhibits, and Schedule of Expenditures of Federal Awards have
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a
whole. The Introductory Section and Statistical Section have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on them.

B 47
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MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the Town of South Kingstown, we offer readers of the Town’s financial
statements this narrative overview and analysis of the financial activities of the Town for the fiscal year
ended June 30, 2007. We encourage readers to consider the information presented here in conjunction with
additional information that we have furnished in our letter of transmittal, which can be found on pages i-vii of
this report as well as the Town’s basic financial statements that follow this section. All amounts in the tables
in this MD&A are expressed in thousands. All amounts in the narrative portion are expressed in real dollars.

Financial Highlights

e The assets of the Town of South Kingstown exceeded its liabilities at the close of the most
recent fiscal year by $123,578,389 (net assets). Of this amount, $25,810,554 (unrestricted
net assets) may be used to meet the government's ongoing obligations to citizens and
creditors.

¢ The government's total net assets increased by $6,479,434.

e As of the close of the current fiscal year, the Town of South Kingstown’s governmental funds
reported combined ending fund balances of $42,598,041. Approximately 61% of this total
amount, $26,113,832 is available for spending at the government's discretion (unreserved
fund balance).

e At the end of the current fiscal year, unreserved fund balance for the general fund was
$9,945,834 or 13.9 percent of the 2008 FY Adopted General Fund Expenditure Budget.

e The Town’s total bonded debt declined by $1,699,971 (4.1 percent) during the current fiscal
year. The key factor in this decline was the retirement of $3,899,971 in bonds, which were
offset somewhat, by the issuance of $2,200,000 in new general obligation bonds. The new
bonds included funding for school improvements, public works improvements and the
purchase of open space.

Overview of the Financial Statements

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

Except for the reporting of all infrastructure assets the Town implemented the new reporting
requirements outlined in GASB #34 effective July 1, 2002 (for the fiscal year ended June 30, 2003). The
statements contained within this report as of June 30, 2007, therefore, are the Town's fifth report using
the new model. Infrastructure assets were added to the June 30, 2006 audit. The report for the fiscal year
ending June 30, 2007 contains all required comparative information.



Overview of the Financial Statements (Continued)

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

The statement of net assets presents information on all of the Town’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 is improving or deteriorating.

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

Both of the government-wide financial statements distinguish functions of the Town of South
Kingstown that are principally supported by taxes and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant portion of their costs
through user fees and charges (business-type activities). The governmental activities of the Town
include general government, public safety, streets and highways, libraries, education and recreation.
The business-type activities of the Town include a water fund, a wastewater operations fund, a solid
waste fund and a school cafeteria fund.

The government-wide financial statements include only the activities of the Town of South
Kingstown. There are no component units within the Town’s jurisdiction.

The government-wide financial statements can be found on pages 16-17 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The Town of
South Kingstown, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the Town can be
divided into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements. However,
unlike the government-wide financial statements, governmental fund financial statements focus on
near-term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a government's near-
term financing requirements.

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



Overview of the Financial Statements (Continued)

Governmental funds (Continued)

The Town of South Kingstown maintains fifty-eight individual governmental funds. Information is
presented separately in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures, and changes in fund balances for the general fund, school fund, EPA wastewater
management project fund and the school trust funds, all of which are considered to be major funds. Data
from the other fifty-four governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of these nonmajor governmental funds is provided in the form of combining
statements included in other supplementary information.

The Town of South Kingstown adopts an annual appropriated budget for its general fund and
school fund. A budgetary comparison statement has been provided for the general fund and school fund
to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 18-26 of this report.

Proprietary funds. The Town of South Kingstown maintains two different types of proprietary
funds. Enterprise funds are used to report the same functions presented as business-type activities in
the government-wide financial statements. The Town of South Kingstown uses enterprise funds to
account for its water fund, wastewater operations fund, solid waste fund and school cafeteria fund.
Internal service funds are an accounting device used to accumulate and allocate costs internally among
the Town’s various functions. The Town uses an internal service fund, the health care management fund,
to account for its medical costs incurred by persons covered by the health insurance plans of the Town,
and to pay expenses incurred in connection with administering the plan. Because these services
predominantly benefit governmental rather than business-type functions, they have been included within
governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate information for
the water fund, wastewater operations fund, solid waste fund and school cafeteria fund, all of which are
considered to be major funds of the Town of South Kingstown. The internal service fund is also shown as
a major fund in the proprietary fund financial statements. The basic proprietary fund financial statements
can be found on pages 27-30 of this report.

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

The basic fiduciary fund financial statements can be found on pages 31-32 of this report.
Notes to the financial statements. The notes provide additional information that is essential to a

full understanding of the data provided in the government-wide and fund financial statements. The notes
to the financial statements can be found on pages 33-72 of this report.



Overview of the Financial Statements (Continued)

Other information. In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information concerning the Town of South
Kingstown’s progress in funding its obligation to provide pension benefits to its employees. Required
supplementary information can be found on page 73 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds are
presented immediately following the required supplementary information on pensions. Combining and
individual fund statements and schedules can be found on pages 74-88.

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 South Kingstown, assets exceeded liabilities by $123,578,389 at the
close of the most recent fiscal year.

TOWN OF SOUTH KINGSTOWN, RHODE ISLAND
NET ASSETS

For the Fiscal Year ending June 30, 2007 (in 000’s)

Governmental Business-type
Activities Activities Total
2007 2006 2007 2006 2007 2006

Current and Other Assets $ 52,313 $ 48939 $ 4,998 $ 5,014 $ 57,311 $ 53,953

Capital Assets 95,921 95,242 24,792 25,235 120,713 120,477
Total Assets 148,234 144,181 29,790 30,249 178,024 174,430
Long-Term Liabilities 37,371 38,274 3,255 3,436 40,626 41,710
Other Liabilities 12,443 14,112 1,376 1,509 13,819 15,621
Total Liabilities 49,814 52,386 4,631 4,945 54,445 57,331
Net Assets:
Invested in capital assets,
net of related debt 59,211 57,027 21,426 21,674 80,637 78,701
Unrestricted 22,078 19,337 3,733 3,631 25,811 22,968
Restricted 17,131 15,430 17,131 15,430

Total Net Assets  $ 98,420 $ 91,794 §$ 25,159 $ 25,305 $123,579 $117,099

By far the largest portion of the Town's net assets (65.3%) reflects its investment in capital assets
(e.g., land, buildings, infrastructure, machinery, and equipment), less any related debt used to acquire
those assets that is still outstanding. The Town uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the Town investment in its
capital assets is reported net of related debt, it should be noted that the resources needed to repay this
debt must be provided from other sources, since the capital assets themselves cannot be used to
liquidate these liabilities.

An additional portion of the Town of South Kingstown’s net assets (13.9 percent) represents
resources that are subject to external restrictions on how they may be used. The remaining balance of
unrestricted net assets ($25,810,554) may be used to meet the government's ongoing obligations to citizens
and creditors.



Government-wide Financial Analysis (Continued)

At the end of the current fiscal year, the Town of South Kingstown is able to report positive balances
in all three categories of net assets, both for the government as a whole, as well as for its separate

governmental and business-type activities.

The Town's net assets increased by $6,479,434 during the current fiscal year. Of this amount,
governmental activities accounted for $6,625,339 of the increase while business-type activities accounted

for a decline of $145,905.

Governmental activities. Governmental activities increased the Town of South Kingstown’s net assets by

$6,625,339, thereby accounting for 102 percent of the total growth in the net assets of the Town.

Key elements of this increase are as follows:

Property taxes are the largest revenue source for governmental activities
accounting for approximately 64.3 percent of total revenues. Operating grants and
contributions and charges for services, fees, and licenses provide approximately
17.9 percent and 7.6 percent of total revenues respectively.

Major revenue factors included:

Property tax revenues recorded for the fiscal year 2007 reflect an increase in the
Town's tax rate of 3.96% and growth in the total assessed value of taxable
property of 1.7%. The combination of these two factors resulted in an additional
$2,942,736 of property taxes being levied. The property tax rate increased from
$13.13 to $13.65 per thousand dollars of assessed value. Total taxable property
increased by $70,139,711 from $4,123,048,580 to $4,193,188,291.

Capital grants and contributions declined by $3,905,461. This reduction was the
result of the near completion of the superfund remediation work at the West

Kingston Landfill. Based on the project’s status, contributions from the PRP group
declined significantly.

Charges for services declined by $656,438, which was directly related to significant
declines in several revenue sources. Building inspection fees, town clerk recording
fees, probate court fees, Medicaid revenues, impact fees, real estate conveyance
fees, Guild program fees, and wastewater connection fees all decreased significantly
in the 2007 fiscal year. Somewhat offsetting the above reductions in charges for
services were increases in EMS billing services and police department fees.

Operating grants and contributions increased by $1,145 567 from the previous
year. The increase in this revenue source was attributable to additional funding for
school aid, reimbursement from the State for statistical property revaluation

expenditures offset by a decline in grant funding for the EPA Wastewater
Management program.

Investment earnings increased from $2,084,407 in the prior fiscal year to
$4,000,792 in the fiscal year ended June 30, 2007.The increase of $1,916,385
was mainly attributable to an increase of $1,348,912 in the School Trust Funds’
investment income. The increase was the result of favorable equity market
conditions, which produced significant gains in the fund’s portfolio. In addition, the
General Fund generated $344,404 more in investment earnings, as compared to
the previous year, due to higher interest rates and an improved cash flow position.
The remaining balance of $233,069 of the increase was distributed amongst the
other governmental funds based on higher interest rates.
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TOWN OF SOUTH KINGSTOWN, RHODE ISLAND
CHANGES IN NET ASSETS

For the Fiscal Years ending June 30, 2007 and 2006in 000's

Governmental Business Type
Activities Activities Total
2007 2006 2007 2008 2007 200
Revenues:
Program Revenues:
Charges for Services $ 68609% 7517 $5147 $ 5042 % 12,007 % 12,559
Operating Grants and Contributions 16,176 15,031 235 203 16,411 15,234
Capital Grants and Contributions 281 4,186 0 404 281 4,590
General Revenues:
Property taxes 58,033 54,828 58,033 54,828
Other taxes:
Motor vehicle phase-out taxes 2,166 1,829 2,166 1,829
Telephone and hotel taxes 338 389 338 339
Grants and aid not restricted for a specific
program 2,396 2,400 2,396 2,400
Unrestricted investment earnings 4,001 2,084 228 156 4,229 2,240
Miscellaneous 0 7 0 7
Total Revenues 90,251 88,271 5,610 5,805 95,861 94,076
Expenses:
General Government 8,560 7,794 8,560 7,794
Public Safety 6,702 6,163 6,702 6,163
Public Works 3,221 2,726 3,221 2,726
Human Service Agencies 178 183 178 183
Public Libraries 988 953 988 953
Education 60,132 55,631 60,132 55,631
Recreation 2,319 2,282 2,319 2,282
Iinterest on long-term debt 1,561 1,500 1,561 1,500
Wastewater 2,973 2,792 2,973 2,792
Transfer Station 937 894 937 894
Water 714 679 714 679
School Cafeteria 1,096 1,057 1,096 1,057
Total Expenses 83,661 77,232 5,720 5,422 89,381 82,654
Increase in net assets before transfers 6,588 11,039 (109) 383 6,479 11,422
Transfers 37 1,088 (37) (1,088) 0 0
Increase in net assets 6,625 12,127 (146) (705) 6,479 11,422
Net assets 7/1/06 91,794 79,667 25305 26,010 117,099 105,677
Net assets 6/30/07 $98,419 $ 91,794 $25159 $25305 $123,578 $ 117,099




Changes in Net Assets (Continued)

Education expenses account for approximately 71.9 percent of the total expenses within the
governmental funds of the Town of South Kingstown. Public safety and general government expenses
account for approximately 8.0 percent and 10.2 percent respectively of the total expenses for the 2007

fiscal year.

Major expense factors included:

Increases in employee full-time wages for general fund employees averaged
approximately 3.11%, resulting from negotiated step and general wage increases.

Employee benefit costs rose by more than 20% due mainly to rising health care and
retirement costs.

An increase of $2,619,420 or 6.43% in property taxes transferred to the School fund.

Charter School tuition increased by $139,775 based on an increase in the tuition rate and
the number of students enrolled.

An increase of $61,218 in interest costs associated with new debt sold in the 2006 fiscal
year.

The teacher’'s retirement expense paid on behalf of the School by the State of Rhode
Island increased by $697,253 or 50%.

For the most part, increases in expenses closely paralleled inflation, wage and benefit cost
increases and growth in demand for services. One major program expansion included a new full-day
kindergarten program added in the school budget. The estimated cost of the kindergarten program was

approximately $441,000.

Revenues by Source - Governmental Activities
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Changes in Net Assets (Continued)

Expenses by Function - Governmental Activities
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Business-type activities. Net assets in business-type activities declined by $145,905 resulting in a .6%
reduction in business-type net assets.

Charges for services for business-type activities accounted for 91.7% of the total revenue sources.
The balance of revenues for business-type activities were from operating grants and contributions (4.2%),
and from investment earnings (4.1%,).

Wastewater treatment expenses account for approximately 52% of the total expenditures within
the business-type activities of the Town. Solid waste, school cafeteria operations and water fund
expenses account for approximately 16.4%, 19.2% and 12.5% respectively of the total business-type
activities expenditures for the 2007 fiscal year.

Charges for services for business-type activities increased from $5,041,774 to $5,146,900 or
2.1%. The wastewater fund had an increase of $185,240. The increase in the wastewater fund was
attributable to greater usage revenues and higher septic discharge fees. Charges for services for the
water fund and solid waste fund declined by $65,307 and $6,365 respectively. The decline in the water
fund charges was the result of a one-time fee of $67,506 being received from the Rl Water Resources
Board in the previous fiscal year. Solid waste fees declined based on a reduction in the sale of
residential use stickers offset somewhat by an increase in tipping fees. Charges for services for the
cafeteria fund declined by $8,442. Operating grants and contributions increased by $31,930 in the
cafeteria fund. Unrestricted investment earnings increased from $155,843 to $228,244 for all business-
type activities. An increase in interest rates earned on investments was responsible for generating the
increase in this revenue source.

The 6.5% increase in expenses in the wastewater fund was due to increasing costs for wages,
retirement and health care costs, and the increased cost of treatment chemicals and maintenance and
supply items to operate the system. A 12% increase in the cost of property and liability insurance also
contributed to the increase. The 5.1% increase in water fund expenses closely paralleled wage and
benefit cost increases and a $28,240 increase in depreciation expense, based on the addition of new
fixed assets during the 2006 fiscal year.



Changes in Net Assets (Continued)

The 4.8% increase in expenses for the solid waste fund was attributable to higher tipping fees
and hauling costs for solid waste brought to the RI Central Landfill. Higher interest costs for bonds sold
for the West Kingston Superfund Remediation project also contributed to the increase in expenses.
Costs to operate the cafeteria fund rose by $39,277 or 3.7%.

Revenues by Source - Business-type Activities
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Financial Analysis of the Government's Funds

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

Governmental funds. The focus of the Town of South Kingstown’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such information is
useful in assessing the Town of South Kingstown'’s financing requirements. In particular, unreserved fund
balance may serve as a useful measure of a government's net resources available for spending at the
end of the fiscal year.
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Financial Analysis of the Government's Funds (Continued)

As of the end of the current fiscal year, the Town of South Kingstown's governmental funds reported
combined ending fund balances of $42,598,041. Approximately 61 percent of this total amount, $26,113,832,
constitutes unreserved fund balance, which is available for spending at the government's discretion. Of this
amount, $1,594,543 is designated to help finance the 2007-2008 fiscal year budget and $1,000,000 is
designated to help pay for Superfund remediation costs. The remainder of fund balance is reserved to
indicate that it is not available for new spending because it has already been committed 1) to liquidate
contracts and purchase orders of the prior period ($700,170), 2) reserved for various endowments
($15,740,031) or 3) reserved for future expenses, which have been prepaid ($11,307), and professional
development ($32,701).

The general fund is the chief operating fund of the Town of South Kingstown. At the end of the
current fiscal year, unreserved fund balance of the general fund was $12,145,834 while total fund balance
reached $12,200,961. As a measure of the general fund's liquidity, it may be useful to compare both
unreserved fund balance and total fund balance to total general fund budgeted expenditures. Unreserved
fund balance represents 17.0 percent of the 2008 FY Adopted General Fund Expenditure Budget, whiie
total fund balance represents 17.1 percent of that same amount.

The fund balance of the Town of South Kingstown’s general fund increased by $1,038,114 during
the current fiscal year. Key factors in this growth are as follows:

e A budgetary basis operating surplus in the general fund of $2,446,070. Revenues over
budget accounted for $1,587,757 of the surplus, while expenditures under budget contributed
$836,889 to the surplus, with other financing sources finishing the fiscal year with a $21,424
surplus.

e Positive budget variances in the revenue accounts such as property taxes ($695,604), state
aid ($181,935), investment income ($576,297), licenses and fees ($32,887), miscelianeous
revenues ($39,898) and departmental revenues ($61,136) all contributed to the surplus.

e Favorable expenditure variances of significance included savings in the public safety
accounts ($199,681), general government accounts ($218,943), public works ($58,267), debt
service ($110,934), recreation ($44,941), libraries ($33,400) and miscellaneous ($170,242).

e The surplus in other financing sources was mainly due to a $20,000 contribution for new
sidewalks on Curtis corner Road.

The school fund has a total fund balance of $1,704,220 of which $36,303 has already been
committed to liquidate contracts and purchase orders of the prior period, $32,701 is reserved for future
professional development expenses of the School fund and $335,000 is designated to help finance the 2007-
2008 fiscal year budget. The remaining balance of $1,300,216 is available to help finance future years’ school
budgets.

Proprietary funds. The Town of South Kingstown’s proprietary funds provide the same type of information
found in the government-wide financial statements, but in more detail.

Unrestricted net assets in the water fund at the end of the fiscal year amounted to $768,860, a
decline of $48,595. Unrestricted net assets in the wastewater fund increased by $266,708 to a total of
$1,506,179. The solid waste fund had unrestricted net assets of $1,503,229, which was a decline in
value of $45,871 while the school cafeteria operations decreased by $70,547 to a deficit position of
$45,640.
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Financial Analysis of the Government's Funds (Continued)

Proprietary funds (Continued)

Other factors concerning the finances of these four funds have already been addressed in the
discussion of the Town of South Kingstown'’s business-type activities.

General Fund Budgetary Highlights

Overall the Town finished the 2006-2007 fiscal year with a $2,446,070 budgetary surplus.
Differences between the original budget and the final amended budget were relatively minor and only
involved transferring funds from departments with expenditure surpluses to departments with expenditure
deficits.

The balance of accounts with over-expenditures had funds available within their major program
functions to cover the deficits. The over-expenditures covered two departments and totaled $52,905.

Capital Asset and Debt Administration

Capital assets. The Town of South Kingstown’s investment in capital assets for its governmental and
business type activities as of June 30, 2007 amounts to $120,713,157 (net of accumulated depreciation).
This investment in capital assets includes land, buildings, improvements, machinery and equipment, park
facilities, infrastructure, and construction in progress. A complete inventory and valuation of the Town'’s
general infrastructure assets was completed during the 2006 fiscal year. The total increase in the Town of
South Kingstown’s investment in capital assets for the current fiscal year was .2 percent (a .7 percent
increase for governmental activities and a 1.8 percent decline for business-type activities).

Major capital asset events during the current fiscal year included the following:
e A variety of road construction projects and bridge and dam reconstruction projects were
ongoing; construction in progress as of the end of the current fiscal year had reached
$247,418. Projects capitalized as infrastructure totaled $1,438,354.

e Engineering and remediation costs for the closing of the West Kingston landfill amounted
to $6,317,617 in construction in progress as of June 30, 2007.

¢ Various school building improvements were completed at a cost of $950,089. Other
miscellaneous school improvements accounted for an additional $31,412 in construction
in progress.

e The purchase of land development rights on four hundred acres of open space property
for $300,617.

e Construction in progress at June 30, 2007 also included $136,409 for the new Marina
Park restrooms and $296,358 for the Saugatucket River walkway project.
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Capital Asset and Debt Administration (Continued)

Town of South Kingstown’s Capital Assets
(Net of depreciation) in 000’s

Governmental Business-type
Activities Activities Total
2007 2006 2007 2006 2007 2006

Land $§ 12,340 $ 12,340 § 709 § 709 $ 13,049 $ 13,049

Land Improvements 7,718 7,682 161 172 7,879 7,854
Buildings 19,172 19,777 4,871 5,076 24,043 24,853

Building Improvements 26,024 26,356 2,169 1,179 28,193 27,535
Equipment 3,984 3,718 2,278 2,403 6,262 6,121

Vehicles 2,352 2,359 98 103 2,450 2,462

Infrastructure 17,283 16,254 12,313 12,542 29,596 28,796
Construction in Progress 7,048 6,757 2,193 3,050 9,241 9,807

Total $ 95921 $ 95243 $ 24,792 $ 25234 $120,713 $ 120,477

Additional information on the Town of South Kingstown's capital assets can be found in note 6 on
pages 50-52 of this report.

Long-term debt. At the end of the current fiscal year, the Town of South Kingstown had total bonded debt
outstanding of $40,076,327, entirely backed by the full faith and credit of the Town. Bonds authorized but
unissued totaled an additional $13,915,000.

State statutes limit the amount of general obligation bonded debt a town can issue to 3 percent of
net assessed property values. However, all bonds approved through State enabling legislation and voter
referendums are exempt from the limit. At June 30, 2007, the Town had a debt limit of $125,795,649. Of
the Town's $40,076,327 in debt outstanding, $8,013,858 is subject to the Town's legal debt limit. A balance
of $117,781,791exists within the legal limit for additional bonds to be issued.

Town of South Kingstown, Rhode Island’s
Outstanding Debt
General Obligation Bonds in 000’s

Governmental Business-type Total

Activities Activities

2007 2006 2007 2006 2007 2006
General Obligation Bonds ~ $36,710 $38,215 $3,366 $3,561 $40,076 $41,776

The Town’s total bonded debt declined by $1,699,973 (4.1 percent) during the current fiscal year.
During the year principal payments of $3,899,973 were made to reduce existing debt. The payments were
offset by the issuance of $1,000,000 in new general obligation bonds for school improvements, $700,000 in
bonds for open space purchases, and $500,000 in bonds for public works improvements.
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Capital Asset and Debt Administration (Continued)

On May 6, 2006, the Town received notice from Moody’s Investors Services that the Town’s bond rating
had been upgraded to Aa2 from Aa3. The Town had previously received upgrades from A to A-1 in 1991
and from A-1 to Aa3 in 2002. South Kingstown is one of only four Rhode Island communities that have a
bond rating of Aa2 or higher. The Moody’s credit report sighted the following factors for the upgrade:

e The ongoing growth trend in the Town’s tax base.
e The economic stability provided by the University of Rhode Island and South County Hospital.
e The Town's well-managed financial operations including healthy and stable reserves within the

General Fund, and strong reserve levels within the Capital Project Funds. Prudent budget practices
were also identified as a positive.

The Town's outstanding collection rate on property taxes.

A favorable debt position, with a low debt burden and a rapid repayment schedule of principal.
The Town’s comprehensive six-year Capital Improvement Plan.

Wealth levels for income and full values per capita that exceed state averages.

Additional information on the Town of South Kingstown’s long-term debt can be found in note 8 on
pages 53-56 of this report.

Economic Factors and Next Year's Budgets and Rates

* The unemployment rate for the Town of South Kingstown, as of August 2007, was 4.2
percent, which is a decline from a rate of 4.8 percent a year ago. This compares favor-
ably to the state's average unemployment rate of 5.1 percent and the national average
rate of 4.6 percent. :

e Primarily a residential community, the Town recently completed a statistical property
revaluation, which had a significant impact on the Town’s tax base. The Grant List will
increase from $4.2 billion to $5.2 billion, or a twenty-four percent increase for the 2007-
2008 fiscal year.

e The State of Rhode Island continues to have budget deficit problems, which could result
in a loss of state-aid received by the Town.

All of these factors were considered in preparing the Town of South Kingstown’s budget for the 2008
fiscal year.

During the current fiscal year, unreserved fund balance in the general fund increased to
$12,145,834. The Town of South Kingstown has designated $1,200,000 of this amount for spending in the
2008 fiscal year budget. It is intended that this use of available fund balance will help reduce the amount of
property taxes necessary to fund the 2008 fiscal year budget. In addition, the Town has designated
$1,000,000 of the unreserved fund balance for Superfund site cleanup costs.

Requests for Information: This financial report is designed to provide a general overview of the
Town of South Kingstown’s finances for all those with an interest in the Town's finances. Questions
concerning any of the information provided in this report or requests for additional financial information
should be addressed to the Office of the Finance Director, 180 High Street, Town Hall, Wakefield, Rhode
Island, 02879
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TQWN OF SOUTH KINGSTOWN, RHODE ISLAND

Statement of Net Assets
June 30, 2007
Governmental Business-type
Activities Activities Total
ASSETS:
Current Assets:
Cash and cash equivalents $ 32,319,741 $ 4,284,464 36,604,205
Investments 15,881,471 15,881,471
Accounts receivable 871,601 941,610 1,813,211
internal balances 295,293 (295,293) -
Due from federal and state governments 1,919,354 44 279 1,963,633
Prepaids 71,867 - 71,867
Total Current Assets 51,359,327 4,975,060 56,334,387
Noncurrent Assets:
Deferred charges - refunding 673,109 673,109
Deferred charges - bond issuance 280,937 22,609 303,546
Capital assets not being depreciated 19,387 457 2,902,129 22,289,586
Capital assets, net of accumulated depreciation 76,533,405 21,890,166 98,423,571
Total Noncurrent Assets 96,874,908 24,814,904 121,689,812
TOTAL ASSETS 148,234,235 29,789,964 178,024,199
LIABILITIES:
Current Liabilities:
Accounts payable 1,740,738 335,597 2,076,335
Accrued liabilities 3,061,105 29,200 3,080,305
Due to federal and state governments 45,367 45,407 90,774
Unearned revenue 2,236,307 671,737 2,908,044
Deposits held in custody of others 137,315 - 137,316
Current portion of compensated absences 1,510,000 94,500 1,604,500
Current portion of claims and judgements 7,345 - 7,345
Current portion of bonds 3,715,000 199,932 3,914,932
Total Current Liabilities 12,443,177 1,376,373 13,819,550
Noncurrent Liabilities:
Compensated absences 2,541,789 88,600 2,630,389
Accrued claims and judgements 1,834,475 - 1,834,475
~ General obligation bonds, net 32,995,000 3,166,396 36,161,396
Total Noncurrent Liabilities 37,371,264 3,254,996 40,626,260
TOTAL LIABILITIES 49,814 441 4,631,369 54,445,810
NET ASSETS:
Invested in capital assets net of related debt 59,210,862 21,425,967 80,636,829
Restricted for:
Endowments:
Expendable 2,157,776 2,167,776
Nonexpendable 14,973,230 14,973,230
Unrestricted 22,077,926 3,732,628 25,810,554
TOTAL NET ASSETS $ 98,419,794 $ 25,158,595 123,578,389

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

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

For the Year the Ended June 30, 2007

REVENUES:
General property taxes
Intergovernmental
Licenses and fees
Investment income
Fines and charges
Departmental
Contributions
State on behalf pension contribution
Other

TOTAL REVENUES

EXPENDITURES:
Current:
General government
Public safety
Public works
Human service agency contributions
Public libraries
Education
Recreation
Other
Debt Service:
Principal
Interest and other costs
Capital:
Capital expenditures
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER (UNDER) EXPENDITURES

BEFORE OTHER FINANCING SOURCES (USES)

OTHER FINANCING SOURCES (USES)

Issuance of bonded debt
Transfers in
Transfers out

TOTAL OTHER FINANCING SOURCES (USES)

NET CHANGE IN FUND BALANCES

FUND BALANCE AT BEGINNING OF YEAR

FUND BALANCE AT END OF YEAR

EPA Waste School School Other Total
General Management Unrestricted Trust Governmental Governmental

Fund Project Fund Fund Funds Funds
$ 57,995,337 $ 57,995,337
5,489,896 $ 229,706 $ 10,596,552 $ 2,790,071 19,116,225
1,374,887 1,073,797 2,446,684
1,376,297 $ 2,127,860 474,607 3,078,764
1,229,691 1,229,691
1,115,818 1,115,818
128,798 128,798
2,091,234 2,091,234
290,887 1,141,449 20,181 1,452 517
67,653,122 229,708 13,829,235 2,127,860 5,717,145 89,557,068
2,562,378 2,562,378
6,105,953 6,105,953
2,140,379 2,140,379
178,356 178,356
873,701 873,701
58,797,018 1,747,008 58,544,022
1,245,078 811,018 2,056,094
4,212,318 229,708 51,307 1,776,811 6,269,940
3,639,662 65,338 3,705,000
1,496,268 10,337 1,506,605
337,878 3,080,846 3,418,724
22,791,969 229,708 56,797,016 51,307 7,491,154 87,361,152
44,861,153 - (42,967,781) 2,076,553 (1,774,009) 2,195,918
2,200,000 2,200,000
1,233,324 43,373,314 2,434,255 47,040,893
(45,056,363) (288,758) (443,136) (1,215,598) (47,003,853)
(43,823,039) - 43,084,558 (443,136) 3,418,657 2,237,040
1,038,114 - 118,777 1,833,417 1,644,648 4,432,956
11,162,847 - 1,687,443 13,871,294 11,543,501 38,165,085
$ 12,200,961 3 - $ 1,704,220 $ 15,504,711 $ 13,188,149 $ 42,598,041

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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EXHIBIT B-3
TOWN OF SQUTH KINGSTOWN. RHODE ISLAND

Reconcillation 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, 2007

Net Change in Fund Balances - Total Governmental Funds (Exhibit B-2): ’ 3 4,432,956

Governmental funds report capital outlays as expenditures. However, in the statement of

activities the cost of those assets is allocated over their estimated useful lives and reported

as depreciation expense. This is the amount by which capital outlays exceeded depreciation

in the current period. 756,695

Governmental funds do not recognize gains or losses on the sale or disposal of capital assets.
The statement of activities includes losses on the disposal of fixed assets during 2007. (78,027)

Governmental funds report the issuance of new bond as other financing sources whereas the
issuance of new debt would have no effect on the net assets. (2,200,000)

Governmental funds report principal repayments on debt obligations as an expenditure.
However, the repayment of principal has no effect on the net assets. 3,705,000

Governmental funds do not report estimated accrued claims and judgements 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, 2006 68,600

Governmental funds report debt issuance costs and premiums on debt financing when they
occur. The net effect of these transactions on the statement of activities and changes in net assets was. (85,834)

Revenues in the statement of activities that do not provide current financial resources are not
reparted as revenues in governmental funds. Deferred tax revenue increased from fiscal 2006. 60,143

Allowance for doubtful accounts on tax 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 tax receivables and deferred tax revenue.

The increase in the allowance provision is recorded against tax revenue in the statement of activities. (22,928)

Excess of internal service funds' revenues over expenses, reported as governmental fund
activity in the statement of activites and changes in net assets. 308,586

Increase 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. (319,852)

Change In Net Assets of Governmental Activities In the Statement of Activities (Exhibit A-2) $ 6,625,339

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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TOWN QF SQUTH KINGSTOWN, RHODE ISLAND
Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual

General Fund - Budgetary Basis

For the Year Ended June 30, 2007

Variance with
Final Budget
Original Final Positive
Budget Budget Actual {Negative)
Revenues and Designated Fund Balance:
Property taxes:
Current taxes $ 56,477,248 56,477,248 57,120,628 643,380
Prior taxes 325,000 325,000 339,538 14,538
Total taxes current and prior 56,802,248 56,802,248 57,460,168 657,918
Interest on taxes 295,000 295,000 327,262 32,262
Payment in lieu of taxes 202,485 202,485 207,909 5,424
Total property taxes 57,299,733 57,299,733 57,995,337 695,604
State ald - Town:
General state aid 1,139,392 1,139,392 1,132,860 (6,532)
Telephone tax 324,792 324,792 275,088 (49,704)
Meals and Beverage tax 470,000 470,000 481,412 11,412
Chapter 26 - School housing 1,112,600 1,112,600 1,134,488 21,888
State library construction 53,361 53,361 53,361 -
State library general aid 173,094 173,094 173,094 -
State library endowment aid 21,749 21,749 21,749 -
State motor vehicle phase-out 1,960,973 1,960,973 2,165,338 204,365
Hotel tax 62,000 62,000 62,506 506
Total state aid - Town 5,317,961 5,317,961 5,499 896 181,935
Licenses, fees and rents: )
Business licenses and fees 517,000 517,000 583,322 66,322
Nonbusiness licenses and fees 470,000 470,000 416,718 (53,282)
Real Estate conveyance fees 105,000 105,000 106,854 1,854
Rental of Town properties 250,000 250,000 267,993 17,993
Total licenses, fees and rents 1,342,000 1,342,000 1,374,887 32,887
Investment income - short term 800,000 800,000 1,376,297 576,297
Departmental revenues:
Police department revenues 315,650 315,650 393,193 77,543
Park rental revenue - - 13,318 13,318
Town beach parking 56,600 56,600 50,219 (6.381)
Boat and mooring 11,500 11,500 13,518 2,016
Animal control fees 4,000 4,000 4,049 49
Libraries 29,600 29,600 28,478 (1,122)
Dog licenses and fines 4,000 4,000 4,821 821
Planning department 400 400 456 56
Recreation department 209,745 209,745 186,892 (22,853)
Recreation self-support program 112,500 112,500 109,028 (3.472)
Wastewater department 31,250 31,250 31,250 -
Water department 17,000 17,000 17,000 -
Solid waste program 12,850 12,850 12,850 -
Fire alarm 10,000 10,000 14,676 4,676
Interfund computer 95,700 95,700 95,765 65
Peace Dale office 2,600 2,600 2,600 -
Stepping stone - creative 56,112 56,112 55,137 (975)
Stepping stone - self supported 5,750 5,750 4,036 (1.714)
Recreation Dept - Outside Sponsors 6,300 6,300 4,000 (2,300)
Narragansett - Dog Pound 51,566 51,566 51,566 -
Geographic information systems program 21,559 21,559 22,968 1,409
Total departmental revenues 1,054,682 1,054,682 1,115,818 61,136

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

(CONTINUED)
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EXHIBIT C-1 (Continued)
TOWN OF SQUTH KINGSTOWN, RHODE ISLAND

Statement of Revenues, Expenditures, and Changes In Fund Balances - Budget and Actual
General Fund - Budgetary Basis

For the Year Ended June 30, 2007

Variance with
Final Budget
Original Final Positive
Budget Budget Actual {Negative)
Miscellaneous revenues:
School crossing guards 77,000 77,000 68,000 (9,000)
Payroll and accounting 5,500 5,500 5,500 -
School field maintenance reimbursement 45,371 45371 45,371 -
Heat detector 3,200 3,200 3,200 -
Miscellaneous - Town 105,000 105,000 147,728 42,728
Copy charges 17,000 17,000 23,170 6,170
Total miscellaneous 253,071 253,071 292,969 39,898
Use of June 30, 2006 designated fund
balance 1,175,000 1,175,000 1,175,000 -
Total revenues and designated fund
balance 67,242,447 67,242 447 68,830,204 1,687,757
Expenditures:
General government:
Town council 13,250 13,250 12,889 361
Financial town meeting 5,055 4322 371 3,951
Legal staff 147,643 147,643 140,438 7,205
Probate judge 4,000 4,000 4,000 -
Town clerk 255,969 255,969 252,811 3,158
Public information 6,800 6,800 2,932 3,868
Canvassing authority 82,612 82,612 71,246 11,366
Town manager's office 291,827 291,827 238,832 52,995
Personnel administration 83,264 83,264 74,616 8,648
League of cities and towns 11,115 11,115 11,115 -
Town hall operations 216,964 216,964 181,212 35,752
Finance department 428,638 428,638 398,951 29,687
Tax assessor's office 225,786 226,519 226,519 -
Assessment board of review 650 650 120 530
Data processing division 217,594 217,594 216,436 1,158
Geographic information systems 108,636 108,636 107,963 873
Post year audit 18,700 18,700 7,750 10,950
Planning board 4,680 4,680 2,800 1,780
Planning department 303,458 269,458 267,426 2,032
Zoning board of review 66,556 66,556 35,526 31,030
Zoning/building inspection 259,465 259,465 246,181 13,284
Miscellaneous boards and agencies 37,700 37,700 37,185 515
Total general government 2,790,362 2,756,362 2,537,419 218,943
Public safety:
Police department 4,866,276 4,814,104 4,648,605 165,499
Animal control - RD/shelter 218,883 218,883 196,913 21,970
Radio/communication 223,749 223,749 216,513 7,236
Harbor patrol 41,800 41,800 36,824 4,976
Fire company donation 3,600 3,600 3,600 -
Emergency medical services 951,326 1,003,498 1,003,498 -
Total public safety 6,305,634 6,305,634 6,105,953 199,681
Public works:
Public works administration 277,594 277,594 260,323 17,271
Streets and highway 1,663,960 1,533,960 1,617,712 16,248
Tree warden 43,536 43,536 28,853 14,683
Street lighting 150,000 150,000 139,935 10,065
Total public works 2,135,090 2,005,090 1,946,823 58,267
(CONTINUED)

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

EXHIRIT C-1 (Continued)

Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual

General Fund - Budgetary Basls
For the Year Ended June 30, 2007

Variance with
Final Budget
Original Final Positive
Budget Budget Actual (Negative)
Human service agency contributions:
South Shore Mental Health 20,157 20,157 20,157 -
Visiting Nurses Association 34,000 34,000 34,000 -
R.i. Rape Crisis Center 1,591 1,591 1,591 -
Sympatico 18,000 18,000 18,000 -
South County Community Action 30,900 30,900 30,900 -
NRI Community Services 1,000 1,000 1,000 -
Literacy Volunteers 1,000 1,000 1,000 -
Washington County Coalition for Children 500 500 500 -
Cane Day Care Center 10,800 10,800 10,800 -
Hospice of Washington County 2,000 2,000 2,000 -
Washington County Adult Learning Center 4120 4,120 4,120 -
Jonnycake Center 9,785 9,785 9,785 -
Women Resource Center 4,193 4,193 4,193 -
Volunteers in Action 750 750 750 -
Health Center of South County 33,000 33,000 33,000 -
Galilee Mission 1.060 1,060 1,060 -
The Samaritans 500 500 500 -
S C Emergency Shelter 5,000 5,000 5,000 -
Total human service agency contributions 178,356 178,356 178,356 -
Recreation:
Recreation department 1,282,519 1,282,519 1,237,578 44,941
Celebrations 7,500 7,500 7,500 -
Total recreation 1,290,019 1,290,019 1,245,078 44,941
Public libraries 907,101 907,101 873,701 33,400
Capital improvements/projects 329,000 326,000 325,519 481
Miscellaneous:
Insurance 213,000 213,000 205,910 7,090
Unemployment insurance 10,000 10,000 9,144 856
Contingency 60,000 60,000 16,904 43,096
FICA 771,973 771,973 723,656 48,317
Contribution to Town retirement 719,868 719,868 694,054 25,814
Health insurance 2,385,463 2,385,463 2,385,463 -
Police pension 18,760 19,760 19,759 1
Workers' compensation 202,494 202,494 157,426 45,068
Total miscellaneous 4,382,558 4,382,558 4,212,316 170,242
Debt Service 5,198,310 5,198,310 5,087,376 110,934
Total expenditures 23,516,430 23,349,430 22,512,541 836,889
Excess of revenues and designated fund
balance over expenditures 43,726,017 43,893,017 46,317,663 2,424 646

(CONTINUED)

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

24



TOWN QOF SQUTH KINGSTOWN. RHODE ISLAND

EXHIBIT C-1 (Continued)

Statement of Revenues, Expenditures, and Changes In Fund Balances - Budget and Actual
General Fund - Budgetary Basis

For the Year Ended June 30, 2007

Variance with
Final Budget
Original Final Positive
Budget Budget Actual {Negative)
Other financing sources (uses):
Operating transfers:
From Capital Project Funds 821,346 821,346 821,346 -
From School Trust Funds 15,000 15,000 17,726 2,726
From Permanent Trust Funds 27,000 27,000 28,396 1,396
From Special Revenue Funds 300,000 300,000 317,302 17,302
To Elderly Services Fund (364,866) (364,866) (364,866) -
Tax transfer to Schoo! Fund (43,352,497) (43,352,497) (43,352,497) -
To Property Reval. & Municipal Escrow - Spec. Rev. Funds (35,000) (82,000) (82,000) -
To Capital Project Funds (1,137,000) (1,257,000) (1,257,000) -
Total other financing uses (43,726,017) (43,893,017) (43,871,593) 21,424
Excess of revenues, other sources and uses of
designated fund balance over expenditures
and other financing uses - - $ 2,446,070 3 2,446,070
(CONCLUDED)

ARE AN INTEGRAL PART OF THIS STATEMENT.

THE NOTES TO THE FINANCIAL STATEMENTS
2

5



EXHIBIT C-2
IOWN OF SOUTH KINGSTOWN. RHODE ISLAND

Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
School Unrestricted Fund - Budgetary Basis

For the Year Ended June 30, 2007

Variance with

Final Budget
Original Final Positive
Budget Budget Actual {Negative)
Revenues:
State aid $ 10,516,527 $ 10,516,527 $ 10,569,749 $ 53,222
Tuition 315,000 315,000 228,759 (86,241)
Miscellaneous 917,000 917,000 939,493 22,493
Total revenues 11,748,527 11,748 527 11,738,001 (10,526)
Expenditures:
Salaries 32,255,987 32,246,705 32,222,538 24,167
Employee benefits 12,825,742 12,825,742 12,728,125 97,617
Purchased services 8,570,730 8,618,031 8,346,315 271,716
Supplies and materials 1,090,498 1,107,287 1,008,669 98,618
Capital outlay 585,466 530,054 440,076 89,978
Other 147,601 148,205 152,699 (4,494)
Total expenditures 55,476,024 55,476,024 54,898,422 577,602
Excess of revenues over (under) expenditures
before other financing sources (uses) (43,727 ,497) (43,727 ,497) (43,160,421) 567,076
Other financing sources (uses):
Operating transfer from Town of South Kingstown
Genera! Fund 43,352,497 43,352,497 43,352,497 0
Operating transfer from Town of South Kingstown
Trust Funds 20,000 20,000 20,817 817
Transfer to School Improvement Capital Project Fund (45,000) (45,000) (35,160) 9,840
Use of June 30, 2006 designated fund balance 400,000 400,000 400,000 0
Total other financing sources (uses) 43,727 497 43,727 497 43,738,154 10,657
Excess of revenues and other financing sources
over expenditures and other financing uses 3 - - 3 577,733 3 577,733

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

Statement of Fiduciary Net Assets
Fiduclary Funds
June 30, 2007

Cemetery Care

Private - Purpose Agency
Trust Fund Funds
ASSETS
Cash and cash equivalents $ 188,581 3 257,489
Investments - 10,287
TOTAL ASSETS 188,581 267,776
LIABILITIES
Accounts payable and accrued expenses 2,920
Deposits held in custody for others 267,776
TOTAL LIABILITIES 2,920 267,776
NET ASSETS
Held in trust for perpetual care $ 185,661 3 -

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

Statement of Changes in Fiduclary Net Assets

Fiduclary Funds
For the year ended June 30, 2007

ADDITIONS:

Charges for services

Investment income
TOTAL ADDITIONS

DEDUCTIONS:
Operating expenses in accordance with agreement
TOTAL DEDUCTIONS
CHANGE IN NET ASSETS
NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

Cemetery Care
Private -Purpose
Trust Fund

$ 2,250
11,222

13,472

9,403

9,403

4,069

181,592

$ 185,661

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT
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TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

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 South Kingstown was incorporated in 1723. The Town operates under a council/town
manager form of government, with a five member Town Council headed by a Council President. The Town
Manager exercises the executive power of Town government and is responsible to the Town Council for day
to day operation of the Town'’s affairs. All legisiative powers of the Town are vested in the Town Council.

In evaluating how to define the government for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in the reporting
entity was made by applying the criteria set forth in GASB Statement No. 39. Under GASB Statement No. 39,
the financial reporting entity includes both the primary government and ail of its component units. Component
units are legally separate entities that meet any one of the following three tests:

Test1~  The primary government appoints the voting majority of the board of the potential
component unit and is able to impose its will on the potential component unit and/or is in
a relationship of financial benefit or burden with the potential component unit;

Test2 -  The potential component is fiscally dependent upon the primary government; or

Test3—-  The financial statements would be misleading if data from the potential component unit
were not included.

The following entities were considered for classification as component units for fiscal year 2007.

» South Kingstown School Department
= Narragansett Library Association

Although these entities meet certain criteria of the tests listed above, neither entity is deemed to have
a separate legal status apart from the Town. As a result, the financial data of the above entities have been
included in the Governmental Funds within the Town’s financial statements. There are no component units of
the Town at June 30, 2007.

(CONTINUED)
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JUNE 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation
Government-Wide Financlal 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.

Special Revenue Funds

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

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

Capital Project Funds

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

Permanent Funds

The Permanent Funds account for assets held by the Town pursuant to trust agreements. The

principal portion of this fund type must remain intact, but the earnings may be used to achieve the objectives
of the fund.

Proprietary Funds

Proprietary funds are used to account for business-like activities provided to the general public.
These activities are financed primarily by user charges and the measurement of financial activity focuses on
net income measurement similar to the private sector. The Proprietary Funds include both Enterprise and
Internal Service Funds. The Town has one Internal Service Fund which is used to pay medical and dental

costs incurred by persons covered by the health benefit plan of the Town and to pay expenses incurred in
connection with administering the plan.

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 two agency funds at June 30, 2007. 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
- Student Activities Fund

Private-purpose Trust Funds

Private-purpose trust funds are used to account for resources legally held in trust for
use by parties outside of the Town, and cannot be used at the Town's discretion or to support
the Town's general operations. The reporting entity has one private-purpose trust fund, the
Cemetery-Care Fund. The net assets of this fund are utilized for the care and maintenance
of cemeteries within the Town.

(CONTINUED)
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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:

Special Revenue Funds:
EPA Waste Management Project

School Unrestricted Fund

Permanent Funds:
School Trust Funds

Proprietary Funds:
Wastewater

Solid Waste

Water

School Cafeteria

Brief Description

See above for description

This fund is used to report the activity of various
septic design, development and study projects
occurring in the Town as well as in two surrounding
communities. The Town acts as the administrator of
these projects. This fund did not meet the criteria
for reporting as a major fund however,
management elected to present the fund as a
major fund.

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

This fund reports the activity of various trust funds
established for recreational and educational
purposes.

Accounts for the operations of the
wastewater treatment facility.

regional

Accounts for the solid waste disposal operations of
the Town.

Accounts for the supply of public water to the South
Shore area of Town.

Accounts for the operation of the school breakfast
and lunch program of the South Kingstown School
Department. This fund did not meet the criteria
for reporting as a major fund however,
management elected to present the fund as a
major fund.

(CONTINUED)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Major and Non-Major Funds (Continued)
Fund
Non-Major;

Special Revenue Funds:

Capital Project Funds:

Permanent Funds:

Brief Description

Alcohol Grant, Animal Shelter Benefit Fund, Asset
Forfeiture Fund, Community Development Block
Grants, Drug Free Communities Grants, Elderly
Services, EMS Biling Services Fund, Federal
Forfeiture Fund, Governor's Justice Commission
Grants, Historical and Vital Recording Fees,
Municipal Planning Services Reserve, Narragansett
Library Association, Neighborhood Guild, Onsite
Wastewater Plan Implementation, Peacedale Office
Building, Property Revaluation Reserve Fund, RI
Emergency Management Grant, RIPTIDE, Seat Belt
Enforcement Grants, SIGS, South Road School
Reserve, State Homeland Security Grant,
Stormwater Management Plan, Substance Abuse,
Tobacco  Compliance  Investigation Project,
Wastewater Management Grants, Nancy Brown
Memorial Fund, and School Restricted Funds.

Animal Shelter Addition, Bike Path Maintenance,
Bridge Improvement, Capital Equipment &
Replacement Fund, Data Processing Improvement,
Downtown Intermodal Enhancement Project, Impact
Fee Reserve, Land Use Reserve, Library Building
Construction, Middle School Playfields Construction,
Open Space Reserve, Police Building Construction,

Public Works Improvement, Recreation
Development  and Restoration, Recreation
Improvement,  Saugatucket  River  Walkway
Construction, School Improvement, Senior Services
Center Construction, Town Hall Improvement,
Wastewater Construction, and West Kingstown
Landfill Fund.

Hazard Memorial Trust, Gertrude S. Parker Trust,
Oliver Watson Home Fund, Walter W. Watson Trust,
and Kingston Free Library Trust Fund.

(CONTINUED)
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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) All governmental funds utilize a "current financial resources" measurement focus. Only
current financial assets and liabilities are generaily included on their balance sheets. Their
operating statements present sources and uses of available spendable financial resources
during a given period. These funds use fund balance as their measure of available spendable
financial resources at the end of the period. The Town considers property taxes as available
if they are collected within 60 days after year end. Substantially all other revenue of the
governmental funds is recognized utilizing the modlﬂed accrual method of accounting and as
such it is recognized as it is earned.

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

(CONTINUED)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

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, Liabllities, 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. Pursuant to Section 35-
10-1 of the Rhode Island General Laws, as of October 1, 1991, public deposit institutions are required
to insure accounts which hold public funds in excess of the $100,000 which is guaranteed by FDIC.

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.

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 $1,114,436 at June 30, 2007. The allowance for uncollectible accounts
includes $1,095,936 for property taxes and $18,500 for enterprise fund service fees. Major
receivable balances for the governmental activities include property taxes (92% of balance).
Business-type activities report service fees as its major receivables.

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

uncollectible accounts receivable are based upon historical trends and the periodic aging of accounts
receivable.

(CONTINUED)
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assets, Liabilitles, 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 July 1 (levy date). Taxes are due in
equal quarterly installments on August 1, November 1, February 1, and May 1 following the levy date.
The taxpayer may elect to pay the taxes in full by September 1, annually. 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.

Capital assets are defined by the Town as assets with an initial, individual cost of
$200 or more and an estimated useful life in excess of one year.

The government-wide financial statements include all infrastructure assets in
accordance with GASB Statement #34. The Town was required to implement the inclusion of
the infrastructure assets effective July 1, 2006. The Town was able to obtain the required
information in advance and as a result decided to early implement the reporting of
infrastructure assets in the June 30, 2006 financial statements.

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

Buildings 20 - 40 years
Land improvements 10 - 40 years
Building improvements 10 — 40 years
Equipment 3 - 30 years
Vehicles 3 - 30 years
Infrastructure 10 - 75 years

(CONTINUED)
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Assets, Liabllitles, and Fund Equity (Continued)

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 are assessed on December 31, 2005 and prior and are not collected
within 60 days of June 30, 2007. Net deferred taxes included in the fund financial statements were
$447,355 at June 30, 2007.

Interfund Transactions

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

- Reciprocal interfund activities:

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

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

- Non-reciprocal interfund activities:

. Interfund transfers are reported in governmental funds as other financing
uses in the funds making transfers and as other financing sources in the

funds receiving transfers. In proprietary funds transfers are reported after
nonoperating revenues and expenses.

. Interfund reimbursements are repayments from the fund responsible for
particular expenditures or expenses to other funds that initially paid for them.

Reimbursements are not displayed separately within the financial
statements.

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

(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 Financlal Statements

Governmental fund equity is classified as fund balance. Fund balance is further classified as
reserved and unreserved, with unreserved further split between designated and undesignated.
Proprietary fund equity is classified the same as in the government-wide statements.

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.

Reconcillation of Government-wide and Fund Financial Statements

The governmental fund balance sheet includes a reconciliation between fund balance - total
governmental funds and net assets — governmental activities as reported in the government-wide statement
of net assets. One element of that reconciliation explains that “long-term liabilities are not due and payable in
the current period and therefore are not reported in the funds.” The details of this $42,603,609 are as follows:

Bonds payable ..o $36,710,000
Accrued claims and judgments.............ccco e, 1,841,820
Compensated absences ............cccecvviiiiciiin e, 4,051,789

Total ... $42.603,609

(CONTINUED)
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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 $756,695 difference are as follows:

Capital outlays ..........o..oooiiiiii $4,459,529
Depreciation eXpense ...............cc....oovvoviie e (3,702,834)
Netadfustment...........................c.ccoecoevviiiinnn., $ 756,695

Another element of the reconciliation states that “the governmental fund reflects this activity when it is
paid with measurable and available resources.” The details of the $319,852 are as follows:

Increase in liability for compensated absences... ...  $319.,852
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
$60,143 difference are as follows:

Gross deferred tax revenue - ending............c.......... $1,404,376
Gross deferred tax revenue ~ beginning .................. (1,344,233)
Net adjustment (decrease netasset)........................ $ 60,143

Recently Issued Accounting Standards

The following are recently issued governmental accounting standards which will be implemented by the Town
in future years.

v GASB Statement No. 45 — Accounting and Financial Reporting by Employees for Post-

employment Benefits Other Than Pensions, effective for the Town'’s fiscal year ending June
30, 2008.

v' GASB Statement No. 48 — Sales and Pledges of Receivables and Future Revenues and

Intra-Entity Transfers of Assets and Future Revenues, effective for the Town's fiscal year
ending June 30, 2008.

v GASB Statement No. 49 — Accounting for Financial Reporting for Pollution Remediation
Obligations, effective for the Town'’s fiscal year ending June 30, 2009.

v" GASB Statement No. 50 — Pension Disclosures — an amendment of GASB Statements No.
25 and No. 27, effective for the Town’s fiscal year ending June 30, 2008.

v GASB Statement No. 51 - Accounting and Financial Reporting for Intangible Assets, effective
for the Town’s fiscal year ending June 30, 2010.

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

Based on amendments to the Town Charter, approved by South Kingstown voters in November 20086,
the financial Town meeting was eliminated. The 2007-2008 fiscal year budget will be the first budget
approved under the new procedures. The new budget process is as follows. It is the responsibility of the
Town Manager to submit a proposed budget for the following fiscal year to the Town Council on or before
March 1% of each year. The Town Council may revise and adopt a recommended budget no later than March

22:‘: of each year. Two public hearings are required to be conducted on the preliminary budget prior to April
18"

Following adoption of the Preliminary Budget by the Council, any qualified elector of the town may
circulate a petition requesting the council to increase or decrease by any amount any item of expenditure in
the said budget or to insert a new item of expenditure. The Council, before final adoption of the budget, shall
consider and vote upon each such petition(s) which were submitted on or before April 21* containing no less
than twenty-five (25) valid signatures of qualified electors of the town.

The Council shall, on or before May 1% of each year, complete its consideration of any petitions and
make any finai changes in the Preliminary Budget it may deem advisable, and give final approval to the
Budget by a vote of a majority of all the members of the Council.

Following final approval of the budget by the Town Council, any qualified elector of the town may
circulate a petition requesting that a referendum be held on the appropriation for the general fund or the
school fund in the budget as approved. Such petition may propose a reduction or increase in the total
appropriation for said funds.

The town clerk shall cause a referendum by ballot to be held on all budget changes requested on
petitions provided that each such petition shall contain signatures of no less than two hundred of the qualified
electors of the town and shall request an increase or decrease of a sum of at least $250,000.00. The
qualified electors shall be instructed to vote either for the original total of for one (1) of the proposed increases
or reductions thereof. The appropriation receiving the most votes shall be declared to have been adopted.

The Town Manager may transfer part or all of any unencumbered appropriation balances among
departments within a major program function and shall report such transfers to the Council in writing in a
timely manner. Major program functions within the General Fund are identified as follows:

Town general government

Public safety program

Public works program

Human service agency contributions

Recreation department

Library services

Insurances, fund contingency, and employment benefits program
Capital improvement program

Debt services program

Transfer to schools

Based on state statutes, the School Committee is also authorized to spend funds up to the total
amount appropriated for the Unrestricted Fund, which is considered the fund levei.

The budget of the School Unrestricted Fund is prepared annually and submitted to the School
Committee for approval. The amount of the annual transfer from the Town's General Fund to the School
Unrestricted Fund is ultimately determined through the adoption of the General Fund budget.

(CONTINUED)

44



TOWN OF SQUTH KINGSTOWN, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

BUDGETARY PROCESS (Continued)

(b) General Fund

Actual General Fund expenditures on the Statement of Revenues, Expenditures and Changes in
Fund Balances - Budget and Actual (Budgetary Basis) (Exhibit C-1) are adjusted to reflect the budgetary
basis of accounting which differs from actual expenditures recognized for the General Fund in the Statement
of Revenues, Expenditures and Changes in Fund Balances -~ Governmental Funds (Exhibit B-2) in that
encumbrances are considered to be expenditures for budgetary purposes but not for GAAP purposes.
Encumbrances for fiscal year 2007 and 2006 were $47,092 and $280,048, respectively, resulting in a net
difference of $232,956 (GAAP expenditures in excess of budgetary expenditures).

The total expenditures on a GAAP basis ($22,791,969) exceed the budgetary basis expenditures
($22,512,541) by $279,428. This difference is the result of the decrease in encumbrances of $232,956 less
$2,082 of this decrease which was recorded as an adjustment to miscellaneous revenue (voided 2006

encumbrances) for budget purposes, plus $48,554 which was presented as a transfer-in for GAAP basis but
as a credit to expenditures for budget purposes.

In addition, use of the previous year's fund balance designated for future operations is recognized as
revenue on the budgetary basis but not on a GAAP basis. The amount of revenue recognized as such for the
fiscal year ended June 30, 2007 was $1,175,000.

As a result of the accounting for encumbrances and use of prior years' fund balance, the increase in
fund balance of the General Fund as reported on a budgetary basis (Exhibit C-1) exceeds the increase m
fund balance as reported in the fund statements (Exhibit B-2) by $1,407,956.

(c) Speclal Revenue Funds

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 —
(Exhibit C-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) in that encumbrances are considered to be
expenditures for budgetary purposes but not for GAAP purposes, and on behalf pension contributions by the
State of Rhode Island are reported as both revenue and expenditures in the funds statements.

Encumbrances for fiscal year 2007 and 2006 were $36,303 and $97,259, respectively, resulting in a
net difference of $60,956 between actual expenditures on the fund statements and actual expenditures on a
budgetary basis. Only the revenues and expenditures of special revenue funds which have legally adopted
annual budgeted appropriations are included in Exhibit C-2. The Unrestricted School Fund is the only Special
Revenue Fund which legally adopts an annual budget.

A reconciliation of the Schoo! Unrestricted Fund revenues and expenditures and other financing
sources (uses), as reported on Exhibits B-2 and C-2, is presented below:

REVENUES
Total School Unrestricted revenues, from ExhibitB-2............................. $13,829,235
Adjustments:
State on behaif pension contribution not budgeted........................ccooel (2.091,234)
Total budgetary basis revenues, from ExhibitC-2.............................. $11,738,001

(CONTINUED)
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BUDGETARY PROCESS (Continued)

(c) Special Revenue Funds (Continued)

EXPENDITURES
Total School Unrestricted expenditures, from ExhibitB-2.................................... $56,797,016
Adjustments:
Decrease in ENCUMBIANCES. .........ooiiiiii ittt srrre st e e ribr e e e snasaee e s sannseas {(60,958)
State on behalf pension contribution not budgeted.....................c.cii (2,091,234)
Add transfer to School Restricted Fund reported as an expenditure for
DUAGELArY PUIPOSES. . ..ot srtb e e ee e e e seneeas 253,596
Total budgetary basis expenditures from Exhibit C-2..............................c........ $54,898.,422
OTHER FINANCING SOURCES (USES)
Total other financing sources (uses), from Exhibit B-2 ...............................c......... $43,084,558 .
Adjustments:
Add transfer to School Restricted Fund reported as an expenditure for
DUAGEIArY PUFPOSES .. .oeiiiiie e e ee e e e setbe e e e 253,596 -
Add use of June 30, 2006 designated fund balance as another financing
source for budgetary PUMPOSES ......co.oiviiiiiiicreee bbb 400,000
Total budgetary basis other financing sources (uses) from Exhibit C-2 ........ $43,738,154

Exhibit B-2 includes the EPA Waste Management Project Fund and the School Trust Fund as major
funds of the Town of South Kingstown, Rhode Island. The EPA Waste Management Project Fund is a
Special Revenue Fund and the School Trust Fund is a Permanent Fund; however, the Town does not legally
adopt a budget for these funds. Accordingly, at June 30, 2007, there are no differences between GAAP and
budgetary reporting of these funds.

RISK MANAGEMENT

The Town is a member of the Rhode Island Inter-Local Risk Management Trust. This cooperative
pool with other Rhode Island cities and towns provides insurance coverage for the Town's risks of loss.

South Kingstown became a member on July 1, 1988. The Trust provides all property, liability and
workers' compensation insurance coverage for the Town. Property and liability claims are subject to a $2,500
deductible with the exception of public officials' liability claims, which are subject to a $5,000 deductible. The
Trust's selif-insured retention levels range from $10,000 to $1,000,000 depending on the type of coverage
provided. In addition to the self-insurance provided by the Trust, there is also reinsurance through third party
sources for claims up to $5,000,000.

(CONTINUED)
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RISK MANAGEMENT (Continued)

The Trust is a non-profit organization which is governed by a Board of Trustees composed of officials
of member organizations or their representatives. In addition to insurance coverage, the Trust provides risk
management services with emphasis on loss control, risk management, education and training, claims
administration and other services to its members.

Upon joining the Trust, members sign a participation agreement which outlines the rights and
responsibilities of both the members and the Trust. The agreement states that for premiums paid by
members, the Trust will assume financial responsibility for members’ losses up to the maximum amount of
insurance purchased, minus members’' deductible amounts. Additionally, should a member decide to

withdraw from the Trust, the participation agreement requires three months notice and the payment of a
severance penalty.

There have been no reductions in insurance coverage from coverage in the previous vyear.
Settlements have not exceeded insurance coverage since becoming a member of the Trust on July 1, 1988.

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 coilateralized. The Town has
adopted a "statement of investment objectives, goals and policy guidelines” for investments held in the School
Trust Fund. In addition the Town has guidelines for deposits authorized by Town Code Sec. 4233.H.

Deposits

The carrying amount of the Town's cash and cash equivalents at June 30, 2007 was $37,050,275
(including Fiduciary Funds) while the bank balance was $38,189,579. Of the bank balance, $601,412 was
covered by federal depository insurance and $37,588,167 was uninsured. The Town has entered into
coliateralization agreements with various financial institutions and as a result, $37,486,504 of the uninsured
balance at June 30, 2007 was collateraiized by securities held by the financial institutions and/or third parties
in the name of the Town. The remaining uninsured balance of $101,663 was held in money market and other
accounts which were not covered by collateralization agreements.

Investments

At June 30, 2007 the Town's investments totaled $15,891,758 (including those held in Fiduciary
Funds) and consisted of the following:

Fair Interest

Value Rate Maturity Rating
Domestic Common Stock .............ccoeeen. $6,573,967 n/a n/a not rated
Foreign Common Stock............cc.oeeeviveene. 450,727 n/a n/a not rated
Mutual FUnds........ccooooiirii e, 2,950,560 n/a n/a not rated
Asset Backed Securities............................. 1,522,704 25-6.5% 9/2010~12/2049 AAA
Foreign Bonds ...........ccccoevevriiiii e 9,452 5.85% 3/2036 A2
Foreign Bonds .............c.ccoovvviviieiii, 67,209 3.38-8.25% 3/2008 —6/2030 A3
Foreign Bonds ..........cc..cooeviiviiiiiiiiiic, 39,434 4.95% 6/2012 AA1
Foreign Bonds ............c..oooviiiiiiiiiiiii, 9,674 5.375% 1/2015 BAA1
Foreign Bonds ..........cc.oooveviiiiiiiii, 19,348 5.7% 5/2017 BAA2
Foreign Bonds ...........c.ccceoieeiiiiiiiiiine, 60,509 5.75% 2/2009 AA2
Foreign Bonds ...........c.c.ooovveiviiiii, 19,836 6.25% 1/2017 BAA3

(CONTINUED)

47



TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

4.

CASH AND INVESTMENTS (Continued)

Investments (Continued)

Corporate Bonds.............c.ccooeiiiiiniiiinenn,
Corporate Bonds.............cccccoei v,
Corporate Bonds...............ooociiivn,
Corporate Bonds.............ccccooooiiiiiv,
Corporate Bonds.................oooo i
Corporate Bonds..............c..coooe i,
Corporate Bonds.........coooooeviiii
Corporate Bonds.............ccocoeviviiviinnnnen,
Corporate Bonds............cccccoevviiivniiven e,
Corporate Bonds.............coccooeiiiiiiiecn.
Corporate Bonds.............cccccoooeiiiniiinnn,
Corporate Bonds............cccccoooei i,
Federal National Mortgage Assoc. .............
Federal Home Loan Bank..........................
Federal Home Loan Mtge Corp.................
Federal Farm Credit Bank .........................
United States Treasury Notes ...................
United Stated Treasury Bonds ...................
Municipal Bonds ...........ccccooeiiiiiiiii,
Countrywide Financial Corp .......................
Inter American Dev Bk

Interest Rate Risk

Fair interest
Value Rate Maturity
229,390 5.3-7.875% 2/2009 - 8/2036
207,294 5.95-6.87% 6/2010 - 12/2016

49,837 5-6.15% 9/2007 - 9/20186
252,858 3.8-8.25% 8/2007 —-4/2033
130,607 4.75-6.13% 2/2011 - 4/2017
221,324 5.15-8.4% 1/2011 - 12/2016
500,029 4.18 - 8.125%7/2008 — 12/2049

65,098 6.75% 3/2032
141,395 4.875 - 5.3% 11/2009 - 1/2016

54,819 3.875 —- 5.25% 9/2009 — 9/2035

120,146 59-9% 4/2009 - 10/2009
36,672 6.25% 6/2012

494911 425-6% 5/2009 - 4/2036
59,806  5.125% 8/2008

273,114 3-5% 7/2007 - 9/2008

172,415 3-4.125% 12/2007 - 7/2009

701,727 3-~4.875% 4/2009 - 2/2017

371,223 5.375 - 6.25% 8/2023 - 2/2031
27,185 5.1% 6/2033
24,824 5.8% 6/2012
24,477 5.125% 9/2016
10,287 5.5% 11/2032

$ 15,891,758

Rating

AA3
BAA3
BAA1

A1
A3
BAA2
A2

2

AA1

$3
it

[ws)
(V)
[
pry

333333331

As noted above, approximately 37% of the Town's investments are in long-term Corporate Bonds,
Government Bonds, and Asset Backed Securities which have interest rates that are fixed for long periods and
are subject to more variability in their fair value as a result of future changes in interest rates. The remaining
63% of the investments are held in common stock and mutual funds. These investments do not specify an
interest rate rather the rate of return is dependent on operating results and economic conditions.

Concentration of Credit Risk

At June 30, 2007 the Town had a diversified portfolio and was not deemed to be concentrated in any
one investment category. Although 63% of the investments were 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.

(CONTINUED)
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CASH AND INVESTMENTS (Continued)

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.
Additionally, the Towns deposit policy requires that deposits be placed in financial institutions that are FDIC
insured up to $100,000, rated "well capitalized" on its most recent audited financial statement/SEC filings if
deposits exceed $100,000, and if the capital ratios are currently acceptable but appear to be in jeopardy,
the Town will engage an outside rating agency to determine status of the institution. The Town also
ensures that all deposits greater than $100,000 are collateralized.

PROPERTY TAXES

The Town completed a full revaluation of real property and tangible personal property as of
December 31, 2003. The latest assessed values were effective for the property tax levy beginning with fiscal

year 2004-2005. The assessed value of motor vehicles is determined annually by the state vehicle value
commission.

During the year ended June 30, 2007, the Town received $2,165,338 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 had been reduced to a maximum exemption of $4,500 per vehicle. The exemption
amount has been increased to $6,000 per vehicle for the fiscal year ended 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 $18.71 which was the rate in fiscal year 1997-1998. The exemption remained
at $6,000 per vehicle for the 2007-2008 fiscal year.

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. The General Revenue Sharing was supposed to be
increased from the effective 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
or 2007 fiscal years. In fiscal 2004, 2.7% of total State tax revenues were earmarked for General Revenue
Sharing to cities and towns. In fiscal 2005 an additional $1 miliion was added to the total General Revenue
Sharing to cities and towns rather than the planned increase to 3% of the State tax revenues. In fiscal 2006
General Revenue Sharing was increased to 3% of the State tax revenues. Revenue sharing was frozen at
the same dollar amount for the 2006-2007 fiscal year.

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.

Net property taxes levied for the fiscal year 2007 were based on a net assessed value of
approximately $4,193,188,291 at December 31, 2005 and amounted to approximately $57,666,000.

Collections through June 30, 2007 amounted to approximately $56,831,500, which represents approximately
98.6% of the total tax levy.

(CONTINUED)
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PROPERTY TAXES (Continued)

The Town recognizes property tax revenues in accordance with Section P70, "Property Taxes" of the
Codification of Governmental Accounting and Financial Reporting Standards on the Fund statements. Unpaid
property taxes as of June 30, 2007 ($1,705,436) are recorded as a receivable, net of an allowance for
uncollectible property taxes of $957,021. Those net property taxes receivable which were not collected within
the 60 days immediately following June 30, 2007 are recorded as deferred revenue and amounted to
$447,355 at June 30, 2007. Property taxes recognized as revenue on the Fund statements for the fiscal year

ended June 30, 2007 (due to their collection within the 60 days immediately following June 30, 2007)
amounted to $301,060.

On June 30, 2007, the Town levied property taxes for its next fiscal year based on the December 31,
2006 assessment as foliows (unaudited):

Taxable Net Taxable Rate Per
Assessment Exemptions Assessments $1.000 Net Levy
Real property......ccccecevvevneens $4,869,542,901 $13,695,100 $4,855,847,801 $11.51 $55,901,005
Motor vehicle ...............c........ 113,969,417 561,854 113,407,563 18.71 2,121,857
Tangible property.................. 228,956,798 0] 228,956,798 11.51 2,635,775
Wholesale and retail inventory 17,486,558 0 17,486,558 1.94 33,924
Total ... $5,229 955,674 $14.256,954 $5,215,698,720 $60,692.561

Taxes are due in equal quarterly installments on August 1, November 1, February 1, and May 1

during the fiscal year although they may be paid in full by September 1, at the option of the taxpayer.

CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2007 was as follows:

Governmental Activity:

Nondepreciable Assets:
Land.......cooviiiieee e
Construction in progress...........c.ccceeee.

Depreciable Assets:
Buitdings ..o,
Building improvements..........................
Equipment.......c.ccccoi
Vehicles ...
Infrastructure.........cccoceeee v,
Land improvements ............cocceeeeeeenn,

Totalcost...............cccooviiiieiin,

Accumulated Depreciation:
Land improvements
BUBAINGS ...
Building improvements...................c...o
Equipment..........ccooi
Vehicles ..........cco s
Infrastructure...........ccocvvvviiiiiii e,

Total accumulated depreciation ......

Net capital assets

Balances Retirements & Balances
7/1/06 Additions Disposals 6/30/07

$ 12,339,801 $ 0 $ 0 $12,339,801
6,756,853 3,584,728 3,293,925 7,047,656
30,110,637 1,850 0 30,112,487
36,938,104 694,901 0 37,633,005
9,845,403 1,037,996 103,546 10,779,853
4,361,168 464,587 246,743 4,579,012
28,603,468 1,867,705 0 30,471,173
8,856,818 101,687 0 8,958,505
137,812,252 7.753.454 3,644,214 141,921,492
(1,175,273) (65,526) 0 (1,240,799)
(10,334,101) (605,923) 0 (10,940,024)
(10,582,099) (1,026,384) 0 (11,608,483)
(6,126,878) (740,191) (70,863) (6,796,206)
(2,001,963) (426,102) (201,399) (2,226,666)
{12,349.744) (838,708) 0 (13,188.452)
(42,570,058) (3,702.834) (272,262) {46,000,630)
$ 95,242,194 $4,050,620 $3,371,952 $95,920.862
(CONTINUED)
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CAPITAL ASSETS (Continued)
Balances Retirements & Balances
7/1/06 Additions Disposals 6/30/07
Business- type Activities:
Nondepreciable Assets:
Land ..o $ 708,907 $ 0 $ 0 $ 708,907
Construction in progress....................... 3,049,892 0 856,670 2,193,222
Depreclable Assets:
Land improvements .............ccoeveeeeene 478,871 0 0 478,871
BUlldings ...c..oovviirinc e 10,507,763 0 0 10,507,763
Building improvements..................oooou.. 1,615,216 1,048,665 0 2,663,881
Equipment.. ..., 5,726,533 64,445 13,143 5,777,835
Vehicles ..o 495,826 20,870 29,000 487,696
Infrastructure.............cccooeevivie e 19,074,162 3,473 0 19.077.635
Totalcost...............c.occomvvivirennn, 41,657,170 1,137,453 898,813 41,895,810
Accumulated Depreciation:
Land improvements ..............ccoceeiiiies (306,646) (11,136) 0 (317,782)
Buildings ....o.oooivieeiiiie e (5,431,566) (204,657) 0 (5,636,223)
Building improvements..............cccccco.oee (435,875) (59,107) 0 (494,982)
Equipment.........cccoonviiieien (3,323,868) (188,960) (13,143) (3,499,685)
VehiCles .......cccovvieiiiiiee e, (392,455) (26,610) (29,000) (390,065)
Infrastructure..........cocoo oo (6,531,893) (232.885) 0 (6,764,778)
Total accumulated depreciation ...... (16.422.303) (723,355) (42,143) (17,103.515)
Net capital assets............................. $25,234,867 $414,098 $ 856,670 $24,792,295

Depreciation expense for the year ended June 30, 2007

functions/programs of the Town:

Governmental Activities:

General government ...
EdUCAEION ...
PUublic safety.........ccoviiiiiiii
PUDIE WOTKS ..o
ReCreation..........coovii e
PUblic HDraries........oov i

TOLAL. ...

Business-type Activitles:
Wastewater FUND ...
SolidWaste FuNd.........coooiii e
Water Fund

$ 166,597
1,700,887
441,165
1,047,369
245,526
101,290
$3,702,834

$ 591,124
21,230
108,341
2,660

$ 723355

was charged

to the following

(CONTINUED)
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CAPITAL ASSETS (Continued)

The following is a summary of Construction in Progress for the Governmental Activities at June 30,

2007:
Public WOrKS IMPIrOVEMENES .......viiiiiieiiieeiciit et $ 102,767
Bridge Improvement . ... 144,651
Saugatucket Walkway ...t 296,358
Recreation IMprovements .........ccccoiiiiiiiiii 136,409
Downtown Intermodal Enhancement Project ..., 13,739
OPEIN SPACE.......ciiiiitietiretriett ettt site et 4,703
SCNOO! IMPIrOVEMENE........oiiiii it 31,412
West Kingston Landfill Closeout..............ccoiviie 6,317,617
TOLAI ... e e s $7,047,656

The following is a summary of Construction in Progress for the Business-Type Activities at June 30,
2007:

Solid Waste Fund

DUE FROM FEDERAL AND STATE GOVERNMENTS

Due from/to federal and state governments représent balances on contracts and grants as well as for
services provided and consisted of the following at June 30, 2007:

Due From Due To
General Fund:
State of Rhode IS1aNa ..o e $ 0 $ 45,367
Town of New Shoreham .........ccoooviiiiiiiii e 5,433
EPA Waste Management Project:
Federal GOVEINMENt ...........ovvviiiiiiiiieiiiir it nranaieeneenes 502,789 0
School Unrestricted Fund:
Stateof Rhode Island ..o 83,748 0
Other Governmental Funds:
Town of Narragansett ..., 57,650 0
University of Rhode Island ... 140,882 0
State of Rhode island ... 1,128,852 0
Wastewater Fund:
University of Rhode Island ..., 0 36,283
Town of Narragansett ..., 0 8,831
Solid Waste:
Town of Narragansett ..., 0 293
School Cafeteria Fund:
State of Rhode 1sland ...........ccvvvviviviviiieeiiicie e 44279 0
Total all fund types .................c.cccceciviiiiiiiii e $1,963.633 $90.774
(CONTINUED)

52



€S

(@3aNNILNOD)

SHECECSS 600002 OG1 B/C5s  B0v ve0vs LGt LS8 Ers

....................................... sonmqer]
uL10)-BU0] SORIARIE [RJUSWILIOAOD)

......................... mﬂcogmﬂua.— tcm WE_N—O

7] 028'1¥8°L ~ 00089 0 0zr 0161
000'01S'L  68Z'L60'F  OSS'VOS'L  80¥'pz8’l LE6°1€0°E saoussqe pajesuadwo)
000'GL2'€  000°0LZ'9E  000'G0L‘'€  000°00Z°C 000'51Z'8¢ 000 GIG 193 ~ spuoq suogebjiqo jeseueb jejo)
000011 (W) 000002C O 0000022 0 %G'G-%0Y LZ/SH90 00000c¢  Z0/GL/90 T -dwy angnd/eoedg uadoyioouos
000'0s2 () 000'0S.'y  000'0SZ 000°000°G %0'G- %0 9Z/G1L/90 000'000'S  QO/GL/9Q e Buipunyas esueApY
000'0PE () 000'S69'8  000'0€E 000'586'8 %G'G - %SZE  0Z/SH/90 000°0¥¥'6  SO/GLIQQ Buipunyas esueApy
ooo'os (D ooo'oo6 000'0S 000056 %G'G - %GZ'E S/SL/90 000'000'L  GO/SL/90 sjuawanosdui 100Yos
000's¥L ) 0oO'OPP'Z  000'GYl 000'685°Z %0'G - %G2L'E  YZISL/I90 000'6/8'2  vO/SL/I90 T ‘nosdwij oygnd/eoeds uedQyiooyos
000'059 (u) 000'09P'E  000'GyL 000'502'y %GZZ-%0C SUSLLL 000°09S'9  €O/GL/QO i Buipunjes soueApy
000'0. () 000'0ZL't 0000 000°064'1 %0°G - %0'E £SLIG0 000'00¥'L  €0/S1/90 - aoedg uedQy/l00yoS
000's8S () 000'669'C  000'06S 000'68Z'¥ %0G-%ST PYLL0/90 000°0¥2'9  ZO/LO/OL e Bupunyal soueApy
000's0Z () 000°'006'C  000'S0Z 000'S0L'E %6V - %0E  ZYSLIS0 000'G26'S  2O/GL/90 T juswsacidun lgnd j0oyos
OS-OO@ AUV OOO,OOO_F Ooo_oom OOO.OOO.N nxva@ - O\Oom.m ON\@F\@O 80.80th OO\m F\Oo .................................................. —oocow
000'6oL  (9) 000'02Z’}) 000'601 000'GeZE’L %2G-%SE 6L/5L/90 000'090'C  B6/51/90  uswaacdwi ongnd
000'009 (@) 000'0¥2'Z  000'CLY 000'0S€'S %SL'G - %Sy LL/SLZL 000°0¥2'8  86/GLIGD e Buipunjey
000'S0L$ (B) 0DO'OEL'L$ 000'SOLS 000'6€Z'1$ %G'9-%ZYy 8L/SL/90 000'6.0'2$ 86/GL/90 T awanoidun oljgnd/looyos
:spuoq uopebijqo jeieues)
IS6NIAIDY [JUBLILIOAOD)
JB3A9U0 700z Oceun; Sudwiemey Suonppy  900Z OF dunr aey 31ed Tednuid panss| uonanosag
uypm eng  BuipuelsinQo Buspuelsing 1sa19| Aunjen feuibuo ajeq
:Buimoyjo} ayy jo palsisuod Ayanoe pue Buipuelsino jgap wuel-6uo] s,umo] ayl ‘2002 ‘'0g sunf Iy (e)
| 1930 WYIL-ONOT 8
1002 '0€ INNr

SININILVLS TYIONVNId Ol S31ON

ONV 15T S00HY NMOISONI HINOS 30 NMOI



¥S

(@3NNILNOD)

*J10Z 'SL aunf 1aye Jo uo uoido s,umo] 3y} je Ajumew o}
‘910z 'Sl aunf Jaye o u
‘GLOZ ‘Gl dunr Jaye Jo uo uondo s,umo] auy} je
‘GL0Z ‘Gl aunf Joye 1o uo uoido s,umo| auj je Aunjew o} Jou
‘$10Z ‘SL eunf Jaye Jo uo uondo s,umo ayj je Ajunjew o} Jou

Joud uondwapai 0} 198lgns aq jjeys 810z ‘Gl sunr Jaye Jo uo Buunjew spuog ayy (w
o uondo s,umo] ay) Je Ajunjew o} Joud uondwapai 0} 30d(gns aq |[eys £10Z ‘Gl Sunr Jsye 1o uo Buumew spuogayl (|
Aunjew o) Joud uondwsepai o} 1oaigns aq Jleys 9L0Z ‘Gl dunf Jaye Jo uo Buunjew spuog ayj (y
d uondwapai 0} 109lgns a4 jleys 910z 'Sl aunr Jaye Jo uo Buunew spuogayy ([
d uondwapai 0) 108lqns a4 Jjeys §L0Z ‘Sl aung Jaye Jo uo Buunjew spuogayl (1

‘€1/S1/1 1 Joye Jo uo uondo s,umo | ay} Je Buunjew o} Joud uondwapal 0} 100lqns aq )M Jayealay) pue pL/GL/L L uo Buunjew spuogayy (Y
‘€1/G1/9 Joye 1o uo uondo s,umo] ayj 1e Buunjew o} Joud uondwapai o) 100lgns aq |jm JayeaIaY) pue v1/G1/9 uo Buunjew spuoq ay) (b
‘Aumew o} Joud uondwapal 0} 10alqns Jou aie pue {1/1.0/90 UO alnjew spuoq ayl |

"2LOZ ‘Gl dunr iaye Jo

uo uondo s,umo ay) Je Ajmew jo sajep pajels J1ay) o) Joud uondwiapas o} 193lgns aq jiBYs ‘10T ‘G1 SuNnf Jaje Jo uo Buumew spuog ay] (o
"G00Z/S1/9 pelep Buipunjal 3OUBAPE By JO ped se papunjal ajem spuoq asauj Jo 000'000°6$

‘01L02/G1/9 Joue pue uo uondo s,umo] ay) e Ajunjew o} toud uondwapal 0} s8lgns
6002/ 1/90 Jaye pue uo uondo s,umo] 3y} je Aunjew o) Joud uondwapai 0} 109(q

ZEV P6Cs  9Cv 65 €S

5Gv 68¢3  1Z6801% 06627 €S

2q |m Joyealsay) pue L1/G1/90 uo Buunjew spuog syl (p
ns aq M Jeyeasay} pue 01/G1/90 uo Buumew spuogay) (o

-funiew oy Joud uondwapal 0} J98qns Jou ase spuog 3yl (q
"8002/S4/90 J91e pue uo uondo s,umo auj je Aunjew o} soud uonduwepas o} 108lgns aq |jim Jayealay) pue 60/51/90 uo Buunjew spuog syl (e

.................................................................................................................................... senyIqey

uuey-6uoj ‘senianoe edA)-sseuisng
...................... wmocwwam Umumwcwano

005+6 0018t Yer ¥6 1767801 7097891
Nmm.mmF wNm.@mm-m NNQ.V@F o 8@.—.8.” % ...................................... %sa \Eonh
0001+ 000016 000°0% 0 000056 %¥E 1 GzZ/L0/60 000056 S0/Ze/LL pury 8)Sem pijog
058'v8 160'€89'L ¥¥5'Z8 0 109'69.L'L %9l ZZ/L0/60  000'000'C  ZO/E0/60 punj sisem pljog
000'22 000'vEY 000'22 0 000'95Y %e} €2/10/60  000'00S ZO/ELILL puny Ja]eMaISEM |
28026 ¢ i1lz'6ee $ 8Zr'0s ¢ 0 $ 66968¢ ¢ %88'G ZL/L0/60  000'0Z6 $  Z6/61/80 puny Jajema)isep
:spuoq uonebiqo je1auss)
:seIAloY adA] ssauisng
JBSL 900 J00Z Ocoun; S|UBWBISY SUONIPPY  900Z 0€ dunr sy aed fedouild ponss| uondussaq
uynm eng  Buipueisino BuipueisinQ 1sasau| Aunjep reuibuo aleq
:(penupuo)) AApoY pue bujpueisino jqeq wue | -buo (e)
(penunuo?) 1930 WHIL-ONOT 8
2002 ‘ot INNr

SINIFW3ILVLS TVIONVNId OL S3LON

GNV1ST SGOHY ‘NMOISONIY HINOS 30 NMOI



TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

LONG-TERM DEBT (Continued)

(b) Additional Debt Information

Of the Town's $40,076,328 total bonds payable (including bonds payable of the wastewater and solid-waste
enterprise funds), $8,013,858 is subject to its legal debt limits. The $8,013,858 outstanding does not exceed the Town's
legal debt limit of approximately $125,800,000, which is 3% of the assessed value ($4,193,188,300) of taxable property of
the Town. The total long-term debt of the Town ($46,153,037) represents 1.1% of the assessed value of the taxable
property of the Town at June 30, 2007.

The Town has remaining authorized but unissued bond authority totaling $13,915,000. The unissued bond
authority is allocated as follows: $3,400,000 for land acquisition, $3,000,000 for Wastewater Treatment Plant
improvements, $340,000 for School fields, $2,325,000 for school capital improvements, $300,000 for Town Hall
improvements, $400,000 for Capital Transportation Improvements, $1,000,000 for Neighborhood Guild, and Community
Gymnasium $3,150,000. The Town anticipates to issue these bonds over the next several years.

The Sewer Bonds Payable and Superfund Bonds Payable presented in the financial statements as direct
liabilities of the Wastewater and Solid-Waste Funds are general obligations of the Town backed ultimately by its taxing
power. Because the proceeds of the bonds are used entirely for the benefits of the Wastewater and Solid-Waste Funds,
the liabilities and the related debt service of these bonds are accounted for in the Business-Type Activities.

(c) Debt Service Requirements

The Town's future debt service requirements relating to outstanding bond obligations consist of the following and
are planned to be raised through future property tax levies, fee assessments, and state aid for school housing and library
improvements:

Year ending June 30: Governmental Activities Business-Type Activities
Principal Interest Principal Interest Total

2008 ..o $ 3,715,000 $ 1443868 $ 199,932 $ 61,460 $ 5,420,260
2009 ..o, 3,590,000 1,288,293 205,015 57,364 5,140,672
2010 ..o, 3,545,000 1,142,696 210,217 53,119 4,951,032
2011 3,440,000 1,005,123 215,547 48,723 4,709,393
2012 .., 3,180,000 880,827 221,006 44,167 4,326,000
2013 -2017 ....... 11,310,000 2,905,157 929,183 163,917 15,308,257
2018 - 2022 ....... 5,880,000 1,115,809 977,110 82,615 8,055,534
2023 - 2027 ....... 2,050,000 214,174 408,318 11,257 2,683,749

Total ................ $36,710,000 $9,995,947 $3,366,328 $522.622  $50,594,897

(CONTINUED)
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TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

8.

9.

LONG-TERM DEBT (Continued)

(d)

(o)

Advanced and Current Refundings and Defeased Debt

Proceeds of refunding bonds are deposited into an irrevocable escrow trust. The trust is held
by an independent trustee and is invested in obligations of the United States Government which
mature and bear interest in such amounts and at such times as will be sufficient to pay the principal
and interest of the defeased bonds upon maturity. Accordingly, the escrow trust fund, as well as the
defeased bonds, are not reflected in the financial statements of the Town of South Kingstown, Rhode

Island.

As of June 30, 2007, the in-substance defeased bonds outstanding were as follows. This
debt as well as the escrow trust fund assets are not reflected in the financial statements of the Town

of South Kingstown, Rhode Isiand.

School improvement bonds - 6/156/2000...................... $5,000.000
Total defeased bonds.....................c..c.ccocennn. $5,000,000

Schedule of long-term debt by purpose at June 30, 2007 is as follows:

Percent

80%
6%
2%
4%
8%

Amount
School and public improvements............cccocvi e, $36,710,000
Superfund remediation project...............ccoociiii . 2,593,057
Sewer wastewater projects...........cooecc v, 773,271
Claims and judgments ............cccovier e 1,841,820
Compensated absences ..........cccocvvicicviciis 4,234,889
Total ...........c..coveoe $46,153,037

100%

INFORMATION FOR BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS

(a)

station and hauling the refuse to a permanent disposal site, along with all associated costs.

Solid Waste

The Town has constructed a solid waste refuse transfer station. The Town has entered into a solid
waste refuse and recycling privatization contract. The contractor is responsible for operating the transfer

(CONTINUED)
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TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

INFORMATION FOR BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS (Continued)

(b) Wastewater Operations

The Town operates a wastewater operations facility which serves certain sections of the Town as well
as the University of Rhode Island (URI) and the Town of Narragansett. URI and the Town of Narragansett
share in the cost of operations based upon their relative usage of the facilities. Such intergovernmental
charges amounted to approximately $1,104,500 during 2007.

The Town recognizes revenue for excess usage occurring during the fiscal year although the
corresponding billings take place after the fiscal year end (September, 2007). At June 30, 2007, the Town

recorded a receivable totaling approximately $217,000. The receivable reflects amounts billed for excess
usage as of June 30, 2007.

(c) Water Fund

The Town recognizes revenue for excess usage occurring during the fiscal year although the
corresponding billings take place after the fiscal year end (September, 2007). At June 30, 2007, unbilled
service charges amounted to approximately $122,000.

(d) School Cafeteria Fund

The Town operates a Cafeteria Fund which accounts for revenues and expenses relating to the
School's food service operations.

(o) Financial Information

The following summarized financial information is not required as each of these enterprise funds are
classified as a major fund and stated separately in the statements of net assets and revenues, expenses and
changes in fund net assets. This summarized information as of and for the year ending June 30, 2007 is
presented for the reader's informational purposes only:

School
Solid Waste Wastewater Water Cafeteria
Fund Operations Fund Fund Total

Operating revenues ....................... $950,248 $2,660,233 $749,067 $787,352 $5,146,900
Operating grants ............c.ocevenne 0 0 0 234,927 234,927
Contributions from property owners 0 0 0 0 0
Depreciation and amortization

EXPENSE ...t 21,230 592,525 108,341 2,660 724,756
Operating income (l0ss).................. 58,378 (292,511) 35,283 (308,554) (507,404)
Change innetassets..................... 55,443 (206,174) 78,033 (73,207) (145,905)
Transfer-in (out) ...........cooeeviiin, (37,040) 0 0 0 (37,040)
Capital asset additions................... 0 45814 234,969 0 280,783
Net working capital......................... 1,366,554 1,492,190 785,583 (45,640) 3,598,687
Totalassets.............cccooviniiivinn. 4,139,394 20,650,058 5,162,710 152,780 30,104,942
Bonds payable .................cecoo 2,593,057 773,271 0 0 3,366,328
Total netassets...............c....ccoee. 1,402,498 18,743,509 5,043,118 (30,530) 25,158,595

(CONTINUED)
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TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

10. FUND EQUITY BALANCES (DEFICITS)

The fund equity balances have been classified to reflect the limitations and restrictions placed on the
respective funds as follows:

(a) Fund Balances

Reservations of fund balances at June 30, 2007 were as follows:

MAJOR GOVERNMENTAL FUNDS:

General fund:
Reserved for encumbrances...............oooveoeeoioi $ 47,092
Reserved for prepaids..............c....oocoooovioieeeeeeeeeee, 8,035
School Unrestricted Fund:
Reserved for encumbrances..........oocovvveeeeeeeeeee 36,303
Reserved for professional development..............c..c......... 32,701
School Trust Fund:
Reserved for endowments...........ccooveeveoreoooeoe 14,762,205

NONMAJOR GOVERNMENTAL FUNDS:

Speacial Revenue Funds:

Reserved for prepaids.............ocoooovveeveoeeoee 3,272

Reserved for encumbrances............c..coocveeiveennn, 84,345
Capital Project Funds:

Reserved for encumbrances............ccccoeovveeevviinini, 532,430
Permanent Funds:

Reserved forendowments ..........cc.ooovvoeiieeivviii, 977.826
Total reservations of fund balances ......................... $16,484,209

Designations of unreserved fund balances at June 30, 2007 were as follows:

General fund:
Designated for fiscal 2008 operations...........c..c..oov...... $1,200,000
Designated for Superfund site cleanup........................ 1,000,000
School unrestricted fund:
Designated for fiscal 2008 operations........................ 335,000
Non-Major Special Revenue funds:
Designated for Elderly Services...............cc..ccoocen..... 30,000
Designated for Neighborhood Guild ........................... 16,980
Designated for Peacedale Office Building................... 23,697
Total designations of unreserved fund balances ........ $2,605,677

(CONTINUED)
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TOWN OF SQUTH KINGSTOWN, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

10. FUND EQUITY BALANCES (DEFICITS) (Continued)
(b) Net Assets

Unrestricted net assets at June 30, 2007 include the following designations:

Enterprise funds:
Designated for superfund ...........c.ccoooiviniiniinic $395,000
Total designations of unrestricted netassets..................... $395,000

(c) Fund Deficits
There following funds had deficit fund equity balances at June 30, 2007:

Nonmajor Governmental Funds:

Capital Project Funds:
Downtown Intermodal Enhancement Project ................ $13,300
Business-Type Activities:
School Cafeteria............ccccooeviic e, $30.530

The following individual funds had deficits for the year ending June 30, 2007:

Business-Type Activitles:
Wastewater..............ooo i, $206,174
School Cafeteria...............coooiiiiiii e, 73,207
Total deficits Business-Type Actlvities.................... $279.381
Non-major Governmental Activities:
Special Revenue Funds:
Elderly Services .........ccoooiviiiiieciee e $ 23,166
Neighborhood Guild............c..ccooeiiii 10,781
State Homeland Security ...........coocovvviiniiviic e, 584
Capital Project Funds:
Bike Path Maintenance..............cccocee e, 1,981
Downtown Intermodal Enhancement Project ............... 13,300
Impact Fee Reserve Fund ..........ccoccceeveiiii e, 200,233
Library Building Construction................ccccovi i 11,697
Middle School Playfields.............c..ccoooeiiciic 46,000
Public Works Improvement Fund ................ccccoeiiineen. 206,410
Recreation Development & Restoration Fund.............. 3,120
Recreation Improvement Fund ...........c.....coooiviveinnne 130,809
Saugatucket River Walkway Construction................... 17,370
Permanent Funds:
Gertrude S. Parker Trust ... 559

Total deficits non-major governmental activities

........ $665,910

(CONTINUED)
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TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

INTERFUND BALANCES AND TRANSFERS

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,
2007 is as follows:

Due From Due to
Governmental Funds: Other Funds Other Funds
Major Governmental Funds:
General FUNG ... $ 573,640 $9,696,466
School Unrestricted Fund .............ccccoiiiiiennini 4,700,786 70,239
Schoo!l Trust FUNAS........oovioeiiiiie e 0 90,359
EPA Waste Management Project ...l 0 5,810
Non-major Governmental Funds:
AICOROl Grant ..o 0 4,980
Animal Shelter Benefit Fund .............ccccocccoivii 459,994 0
Asset Forfeiture Fund................. 2,267 0
Community Development Block Grants.............. e 0 19,604
Drug Free Communities Grant.....................cce 0 5,505
Elderly Services...........ccooiviiiiciii 0 60,575
EMS Billing Services ... 0 1,533
Federal Forfeiture...............oooccco o 607 0
Governor Justice Commission Grants ...................... 0 6,166
Historicai & Vital Recording Fees..............ccoois 112,134 0
Municipal Planning Services Reserve...................... 47,000 0
Neighborhood Guild .............c.cccoiiiii 110,210 0
Onsite Wastewater Plan Implementation................ 0 430
Peacedale Office Building ...........ccccoooeiviiiiis 2,230 0
Property Revaluation Reserve Fund......................... 97,294 0
Rl Emergency Management Grant ............ccccoeoeenene 1,057 0
RIPTIDE ..o e 0 1,157
Seat Belt Enforcement Grant .............ccoceevviniiiinn 0 335
SIS e 0 38,325
South Road School Reserve...........cccccoovvrveen e 228,450 0
State Homeland Security Grant .............ccccoceceen 0 58,059
Stormwater Management Plan................cooecs 0 2,690
Substance ADUSE ..o 7,579 0
Tobacco Compliance Investigation .......................... 0 945
School Restricted Fund.............cooccviiiiis 70,744 106,381
Animal Shelter Addition Fund.............c.cccccninnne 80,000 0
Bike Path Maintenance Fund................ccccoeiiinnn. 6,576 0
Bridge Improvement Fund.............c.coocooiiiinn 175,478 0
Capital Equipment & Replacement Fund.................. 180,000 0
Data Processing Improvement Fund......................... 81,813 0
Downtown Intermodal Enhancement Project........... 0 13,300
Impact Fee Reserve Fund............cocccooiiiininiin, 1,176,191 0
Land Use Reserve Fund ..............coccovininicenicnn. 135,476 0
Library Building Construction ...............cccccciinnnn, 48,817 0
Open Space Reserve Fund..........ccccoeiiiiiciiins 504,533 0

(CONTINUED)
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

11.

INTERFUND BALANCES AND TRANSFERS (Continued)

Due From Due to
Governmental Funds: Other Funds Other Funds
Non-major Governmental Funds:
Police Building Construction Fund.......................... 166,321 0
Public Works Improvement Fund ............................ 635,750 0
Recreation Development & Restoration Fund......... 151,403 0
Recreation Improvement Fund................................ 44 177 0
School Improvement Fund .............cccocooeviiiinn 0 12,175
Senior Services Center Construction Fund............. 75,000 0
Town Hall Improvement Fund ...................ccoo 55,259 0
West Kingston Landfill Fund...............ccoocciie 601 42,294
Oliver Watson Home Fund ............coooocoiiiviivinnnenn, 0 725
Total governmentalfunds................................. 9,921,387 10,238,053
Proprietary Funds:
SolidWaste..............oooooiiiii 42,294 85,765
Wastewater Fund................ooooi e 0 186,159
Internal Service Fund..........c.c.coooieiiiiiin 611,959 0
Water FUNG ... 0 55,663
School Cafeteria ..........coocoee i 0 0
Total proprietaryfunds..........................c.......... 654,253 337,587
TOTALALLFUNDS...................cooooviieiieinie $10,575,640 $10,575,640Q

The principal purpose of interfund transfers is to provide a financing source to various funds that may
not have the ability to cover all operating costs with revenue generated by the fund. The composition of

interfund transfers for the year ended June 30, 2007 is as follows:

School Non-major
General Unrestricted  Governmental  Enterprise Total
Transfer Out Fund Fund Funds Funds Transfer Qut
General Fund ..o $43,352,497 $1,703,866 $45,056,363
School Unrestricted Fund............ 288,756 288,756
School Trust Fund.............c.ocoe $ 17,726 20,817 404,593 443,136
Non-major Governmentat Funds. 1,215,598 1,215,598
Enterprise Funds...............c..oc.... 37,040 37,040
Total transferin ..................... $1,233,324 $43,373,314 $2.434,255 $ 0 $47,040,893
(CONTINUED)
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

12,

DEFINED BENEFIT PENSION PLANS
(a) General Municipal Employees’ Pension Plan

The Town of South Kingstown participates in the Municipal Employees’ Retirement System of the
State of Rhode Island (“System”), an agent multiple employer defined benefit plan. The System includes a
normal plan for general employees and both a normal and optional plan for police and EMT personnel. All
full-time Town and non-certified School Department general employees participate in the System.

The payroll for employees covered by the System for the year ended June 30, 2007 was
approximately $11,676,000 and the Town wide payroll was approximately $45,593,000.

Plan Description

The following eligibility and benefit provisions are established by State Statute. The System generally
provides retirement benefits equal to 2 percent of final average salary per year of service with a maximum
benefit of 75 percent of final average salary. Final average salary is the three highest consecutive years of
earned salary exclusive of overtime, and severance pay. Such benefits are available to members at least age
58 with 10 years of service or after 30 years regardless of age. The plan also provides nonservice-connected
disability benefits after 5 years of service, service-connected disability benefits with no minimum service
requirement, survivors' benefits, and certain lump sum death benefits. Employees are vested in their
retirement benefits after 10 years of service. Benefits are established by State Statute. '

Contributions Required and Contributions Made

General employees are required by State Statute to contribute 7 percent of their annual earnings until
the maximum benefit (75 percent of final average salary) is accrued. The Town is required to contribute
based on an actuarially computed amount and as provided by State Statute for each participating
municipality. The actuarial method used is the entry age normal cost with part of each municipality’s
unfunded actuarial liability funded over a fixed amontization period and the balance funded over the projected
future payroll of active members. Due to large fluctuations in the contribution rates of certain municipalities,
the plan has adopted a procedure which would allow a unit the option of paying a smoothed contribution rate.
The smoothed contribution rate equals the previous fiscal year’s contribution rate plus the greater of 2 percent
or one eighth of the increase in contribution rate plus the cost of any benefit improvements. The actuarially
determined contribution amount for the Town was determined as described above and was based on an
actuarial valuation as of June 30, 2004.

(CONTINUED)
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12.

DEFINED BENEFIT PENSION PLANS (Continued)

(a) General Municipal Employees' Pension Plan (Continued)

The annual required contribution for the Town which equals the annual pension cost for the year
ended June 30, 2007 was approximately $563,000 for general employees. This contribution represents
4.82% of covered payroll. General municipal employees were required to contribute approximately $817,400.
This contribution represents 7% of covered payroll for the period July 1, 2006 to June 30, 2007.

There were no current year changes in actuarial assumptions, benefit provisions, or actuarial funding
method that would significantly affect the contribution requirement. Significant actuarial assumptions and
other actuarial information are presented in the following required supplemental information. ‘

Trend Information
Annual Percentage Net
Fiscal Pension of APC Pension
Year Cost (APQC) Contributed Obligation
2005 $35,600 100% $0
2006 $329,700 100% $0
2007 $563,000 100% $0

Trend information showing the System's progress in accumulating sufficient assets to pay benefits
when due is presented in the State of Rhode Island’s Employee Retirement System's June 30, 2005 annual
financial report, which may be obtained from the administrative offices of the State of Rhode Island
Retirement Board, 40 Fountain Street, Providence, Rhode Island. This report is the most recent report
available from the State, who administers the Plan.

(b) Municipal Police and EMT Pension Plan

The Town of South Kingstown participates in the Municipal Employees’ Retirement System of the
State of Rhode Island (“System”), an agent multiple employer defined benefit plan. The System includes a
normal plan for general employees and both a normal and optional plan for police and firemen. Al full-time
police and EMT employees participate in the System.

The payroll for employees covered by the System for the year ended June 30, 2007 was

approximately $3,287,000 ($2,620,000 for potice officers and $667,000 for EMT's), and the Town wide payroll
was approximately $45,593,000.

(CONTINUED)
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12

DEFINED BENEFIT PENSION PLANS (Continued)

(b) Municipal Police and EMT Pension Plan (Continued)

Plan Description

The following eligibility and benefit provisions are established by State Statute. The System provides
the following retirement benefits to employees at or after age 55 with 10 years of service or after 20 years of
service with no restriction on age:

Police — 2.5% of final average salary per year of service accrued after July 1, 1993 and 2% of final
average salary per year of service accrued prior to July 1, 1993 with a maximum benefit of 75% of
final average salary.

Emergency Medical Techniclans - 2.5% of final average salary per year of service with a maximum
benefit of 75% of final average salary.

Final average salary is the three highest consecutive years of earned salary exclusive of overtime,
bonuses or severance pay. The plan also provides non-occupational disability benefits after 5 years of
service, occupational disability benefits with no minimum service requirement, survivors' benefits, and certain
lump sum death benefits. Employees are vested in their retirement benefits on compietion of 10 years of
service. Retirees’ benefits are adjusted annually by 3 percent, not compounded, to allow for increases in the
cost of living.

Contributions Required and Contributions Made

Police and EMT personnel are required by State Statute to contribute 9 percent until the maximum
benefit (75 percent of final average salary) is accrued. The Town is required to contribute based on an
actuarially computed amount and as provided by State Statute for each participating municipality. The
actuarial method used is the entry age normal cost with part of each municipality's unfunded actuarial liability
funded over a fixed amortization period and the balance funded over the projected future payroll of active
members. Due {o large fluctuations in the contribution rates of certain municipalities, the plan has adopted a
procedure which would allow a unit the option of paying a smoothed contribution rate. The smoothed
contribution rate equals the previous fiscal year's contribution rate plus the greater of 2 percent or one eighth
of the increase in contribution rate plus the cost of any benefit improvements. The actuarially determined
contribution amount for the Town was determined as described above and was based on an actuarial
valuation as of June 30, 2004.

The annual required contribution for the Town which equals the annual pension cost for the year
ended June 30, 2007 was approximately $430,000, which consisted of the Town's contribution for police of
$364,000 and EMTs of $66,000. These contributions represent 13.89% and 9.89% of covered payroll
respectively. Employees were required to contribute approximately $296,000 ($236,000 for police employees
and $60,000 for EMTs). This contribution represents 9% of covered payroil.

There were no current year changes in actuarial assumptions, benefit provisions, or actuarial funding
method that would significantly affect the contribution requirements. Significant actuarial assumptions and
other actuarial information are presented in the following required supplemental information.

(CONTINUED)
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12

DEFINED BENEFIT PENSION PLANS (Continued)

(b) Municipal Police and EMT Pension Plan (Continued)

Trend Information

Municipal Police Pension Plan:

Fiscal
Year

2005
2006
2007

EMT Pension Plan:

Fiscal
Year

2005
2006
2007

Annual
Pension
Cost (APC)

$56,500
$244,000
$364,000

Annual
Pension
Cost (APC)

~$83,800
$67,000
$66,000

Percentage
of APC

Contributed

100%
100%
100%

Percentage
of APC

Contributed

100%
100%
100%

Net
Pension

Obligation

$0
$0
$0

Net
Pension

Obligation

$0
50
$0

Trend information showing the System’s progress in accumulating sufficient assets to pay benefits
when due is presented in the State of Rhode Island’'s Employee Retirement System’s June 30, 2005 annual
financial report, which may be obtained from the administrative offices of the State of Rhode Island

Retirement Board, 40 Fountain Street, Providence, Rhode Island. This report is the most recent report
available from the State, who administers the Plan.

(CONTINUED)
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TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

12

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

All South Kingstown School Department certified school personnel participate in the Employees'
Retirement System of the State of Rhode Island (“System"), a cost-sharing muitiple-empioyer defined benefit
plan. The payroll for employees covered by the System for the year ended June 30, 2007 was approximately
$26,214,000, which consisted of $139,000 for employees charged to federal programs and $26,075,000 for
all other employees. The School Department’s total payroll was approximately $33,579,000. The Town wide
payroll for the year ended June 30, 2007 was approximately $45,593,000.

Plan Description

The following eligibility and benefit provisions are established by State Statute. All South Kingstown
School Department certified school personnel are eligible to participate in the System if they are certified by
the Board of Regents, engaged in teaching as principal occupation, and are regularly employed on at least a
half time basis. Employees who retire at or after age 60 with 10 years of credited service or after 28 years of
credited service regardless of age are entitled to a retirement benefit. The retirement benefit is equal to 1.7
percent of their final average salary for each year of credited service up to 10 years, plus 1.9 percent of their
final average salary in excess of 10 years through 20 years, plus 3.0 percent of their final average salary in
excess of 20 years up to the 34th year of service, plus 2.0 percent of their final average salary for the 35th
year, up to a maximum benefit of 80 percent of their final average salary. Final average salary is the three
highest consecutive years of earned salary exclusive of overtime, bonuses, or severance pay. Employees
are vested in their retirement benefits on completion of 10 years of service. Retirees’ benefits are adjusted
annually by 3 percent compounded to allow for increases in cost of living. Cost of living adjustments begin on
the January 1st following the third anniversary of an employee's retirement. The System also provides death
and disability benefits. The System also provides pre-retirement benefits at a minimum of 17% of salary for
non-occcupational disabilities after 5 years of service and at 67% of salary for occupational disabilities
regardiess of service. Surviving spouses are also eligible for both pre and post-retirement benefits with
minimum amounts established under varying circumstances.

Funding Policy

Rhode Island general laws set the contribution rates for participating plan employees at 9.5% of
salary. Annual contributions by both employers and the State on behalf of those employees are determined
by actuaries and assessed as a percentage of participants’ payroll. The School Department was required to
contribute 11.62%, 9.72%, and 8.72% for all full-time certified employees for fiscal years 2007, 2006, and
2005, respectively. The required contributions include (a) normal costs; (b) payments to amortize the
unfunded frozen actuarial accrued liability as of June 30, 1999 over 30 years; and (c) interest on the unfunded
frozen actuarial liability. Normal cost is determined using the entry age normal cost method with frozen initial
liability. A variety of significant actuarial assumptions are used and these assumptions are summarized below:

(a) Mortality — 1994 Group Annuity Mortality Tables

(b) Investment return — 8.25 percent, compounded annually.

(c) Salary Increase - Salaries will increase at a rate of 4.5 — 17.0 percent, compounded
annually.

(d) Retirement age - Teachers are assumed to retire at the later of age 61 or completion
of the service requirements.

(e) Cost of llving adjustments — 3.0 percent compounded annually beginning on the

January 1st following a participant’s third anniversary of retirement.

(CONTINUED)
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

12.

13.

DEFINED BENEFIT PENSION PLANS (Continued)

(c) Teacher's Pension Plan (Continued)

As prescribed by Rhode Island general law, the State pays the entire portion of the annual required
contribution attributable to the costs of contributions deferred by the State in prior years plus 40% of
contributions assessed to employers on payroll not reimbursable through Federal programs. For fiscal year
2007, actuarial required contributions were 19.64% of the participant's salary. This resulted in contribution
rates paid by the State on behalf of the School Department of 8.02% of non-federally reimbursable payrolls
totaling $2,091,234 for the fiscal year ended June 30, 2007. The School Department contributed the
remaining 11.62% of the required 19.64%.

The Schoo! Department does not have any investments or related party investments with the State

Plan. The School Department's contributions for the year ended June 30, 2005 represented approximately

2.8% percent of total contributions required of all participating entities for the fiscal year ended June 30, 2005
(latest available information).

The amounts contributed to the plan were as follows:

Town's Portion of

Annual Required Percentage

Years Ending June 30, Employee Contributions Contributed
2007 $2,490,307 $3,060,000 100%
2006 $2,348,541 $2,381,832 100%
2005 $2,229,690 $2,031,847 100%

In accordance with GASB 27, “Accounting for Pensions by State and Local Governmental
Employers,” the School Department has determined that there are no assets or liabilities relating to the
funding requirements of the plan.

Trend information showing the System’s progress in accumulating sufficient assets to pay benefits
when due is presented in the State of Rhode Island’s Employee Retirement System'’s June 30, 2005 annual
financial report, which may be obtained from the administrative offices of the State of Rhode Island
Retirement Board, 40 Fountain Street, Providence, Rhode Island. This report is the most recent report
available from the State, who administers the Plan.

DEFERRED COMPENSATION PLAN

The Town offers its municipal employees two deferred compensation plans established in accordance
with the provisions of Internal Revenue Code Section 457 (g). The Town has not reported these plans on its
financial statements in accordance with GASB No. 32, “Accounting for Internal Revenue Code Section 457
Deferred Compensation Plans”, since the Town does not have fiduciary responsibility for these plans. The
Plans, available to all municipal employees, permit the deferral of a portion of their salary. The deferred
compensation is not available to employees until termination, retirement, death or unforeseeable emergency.

(CONTINUED)
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14.

15.

HEALTH CARE MANAGEMENT FUND

In September 1992, the Town established the Health Care Management Fund (an Internal Service
Fund) to account for its health and dental care coverage programs.

Over the past fifteen years, the Town has used a combination of the following financing plans to pay

for its medical and dental programs for all eligible employees of the Town and their dependents. These plans
consist of the following:

. Prospective Premium Basis — which is a fully insured plan and;

. Cost Plus Basis — under which the Town pays for the actual cost of covered health care
services plus a fee to the provider for the administration of the program.

Since fiscal 1999, the Town has used a “prospective premium” financing plan to finance the cost of its
health and dental insurance benefits.

All funds of the Town participate in the program and make payments to the Health Care Management
Fund (an Internal Service Fund) based on recommendations made by the Plan Administrator. Billings from
the Health Care Management Fund to other Town funds for fiscal year 2007 were approximately $9,200,000.

When applicable, the Town’s Finance Department oversees the self-insured program and claims
payment services are provided by Blue Cross and Blue Shield of Rhode Island (Plan Administrator).

COMMITMENTS AND CONTINGENCIES

Liabilities for legal cases and other claims against governmental funds are recorded in the
governmental funds when the ultimate liability can be estimated and such cases are expected to be settied
with available expendable financial resources.

The Town has been notified by the E.P.A. that two former landfills have been placed on the
Superfund list. The Rose Hill Regional Landfill was previously operated by the Towns of South Kingstown
and Narragansett, Rhode Island. A “Record of Decision” (ROD) was issued in December 1999, which
delineates EPA’s approved remediation strategy for the site. Consent Decree negotiations with EPA began in
November 2000 and were completed in January 2003. The Towns have paid $4,125,000 to settle all past and
future federal liabilities associated with the Rose Hill site. South Kingstown's $2,000,000 payment to the
Federal Government was funded with a 20-year general obligation bond sold in September 2002 at an
interest rate of 1.648%. Repayment of the debt service associated with this bond will be provided from funds
held in reserve within the Solid Waste Fund and from property taxes. The Town of South Kingstown also paid
$62,500 for its share of federal natural resource damages. The Consent Decree also requires reimbursement
of 30% of the State of Rhode Island costs associated with the remediation of this landfill site and ongoing
operation and maintenance costs. This cost of $3,668,951 will also be shared equally between the two
Towns. The Town of South Kingstown’s share of the estimated cost of reimbursing the State, over a 27-year
period beginning in Fiscal Year 2011 is $1,834,475. In addition, the Town paid $504,932 for state natural
resource damages resulting from this landfill. Accordingly, $1,834,475 has been reported as accrued claims
and judgments in the government-wide financial statements at June 30, 2007.

(CONTINUED)
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15.

COMMITMENTS AND CONTINGENCIES (Continued)

In addition to the Rose Hill Regional Landfill site, the West Kingston/URI Disposal Area Landfills,
located on Plains Road, was added to the NPL on July 29, 1992. The West Kingston town dump began
operation in the 1950's and ceased operations in 1978. The University of Rhode Island (URI) and the Towns
of South Kingstown and Narragansett have agreed to participate in the remediation of the site under State
landfill closure regulations. Cost estimates for planning and implementing a site remediation at this location
are estimated at $6,336,041. The estimated municipal share to the two towns associated with this remediation
plan is estimated to be $2,679,582 or $1,339,791 per community. As of June 30, 2007 the Town of South
Kingstown has paid $1,332,446 towards its share of these costs. Accordingly, $7,345 has been reported as
accrued claims and judgments in the government-wide financial statements at June 30, 2007. This amount
has been reported as a current liability due to the fact that the Town expects to pay the obligation during the
fiscal year ending June 30, 2008.

In addition, at June 30, 2007, the Town had several other lawsuits pending. The total maximum
damages being sought from the Town relating to these cases are not known. In the opinion of the Town

officials and the Town's legal counsel, the Town's ultimate liability with respect to these cases, if any, will be
immaterial.

The Town has received grants from various federal and state agencies for specific purposes that are
subject to review and audit by the grantor agencies. Such audits could lead to request for reimbursement to
the grantor agencies for expenditures disallowed under the terms of the grant. Town officials are of the
opinion that such disallowances, if any, would be immaterial.

On August 30, 2002, the Town entered into an agreement with the Rhode Island Ciean Water
Finance Agency to finance the Town's Community Septic System Loan Program. The loan agreement
provides the Town with a $300,000 non-restoring line-of-credit. The proceeds of the loan shall be used by the
Town for the establishment of an operation of a Community Septic System Loan Program. The Program
provides for the Town to make loans to property owners of the Town for the repair or replacement of failed or
failing septic systems. The individual loans to be made to property owners shall be underwritten by the Town
with the assistance of the Rhode Island Housing Mortgage Finance Corporation (RIHMFC). RIHMFC, on
behalf of the Town, shall perform all administrative functions related to servicing the individual loans, including
disbursing loans to property owners and collecting and remitting borrower loan payments. The loan has a
zero interest rate to the Town and 4% to property owners, The Town is only required to make principal
repayments in the event that individual property owners default on their loans. Accordingly, the potential
liability has not been accrued (reported) in the Town's financial statements. As of June 30, 2007, there are
$300,000 in outstanding loans and an available line-of-credit balance of $0.

In June 2005 the Town Council authorized entering into a second agreement with the Rhode Island
Clean Water Finance Agency to finance the Town's Community Septic System Loan Program. The loan
agreement provides the Town with an additional $1,000,000 non-restoring line-of-credit that will be funded in
three increments of $300,000 and a final increment of $100,000. Each increment will be funded only upon the
complete drawdown of all prior increments. The proceeds of the loan shall be used by the Town towards the
operation of the Community Septic System Loan Program. The terms of the loan program are consistent with
the terms described in the above noted paragraph except that the new agreement has a 2% (versus 4%)
interest rate to property owners. As of June 30, 2007, there are $341,312 in outstanding loans and an
available line-of-credit balance of $258,688 on the second of the three $300,000 increments. Accordingly, the
total available balance under this $1,000,000 non-restoring line-of-credit is $658,688 at June 30, 2007.

(CONTINUED)
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16.

17.

OPERATING LEASES

The Town has an operating lease for copier equipment for the School Department. The lease term is
for 60 months and requires minimum monthly payments of $7,853. Total lease expenditures incurred under
this agreement were approximately $94,000 for the year ended June 30, 2007.

Future minimum lease payments under this agreement are as follows:

2008 .o $ 94,240
2009 s 94,240
2010 31,412

Total . $219,892

OTHER POST EMPLOYMENT BENEFITS

In addition to the pension benefits described in Note 12, the Town provides postemployment benefits

(heaith, dental, and life insurance) in accordance with union contracts. These benefits, by employee group,
are described below.

School Employees

The Town of South Kingstown School Department pays 100% of the cost of life, dental, and health
insurance benefits for teachers and administrator retirees for a period of up to five years after retirement or
until the retiree reaches the age of 70.

EMS Employees

The Town pays $4,000 per year towards health insurance for employees who have 30 years or more

of service; $2,666 per year for 25 years of service and $1,333 for 20 years of service. The benefit is paid for
three years for eligible employees.

Police Employees

The Town is obligated to provide health insurance coverage until the retiree reaches age 65, or until
the retiree or spouse obtains an alternative health insurance plan.

Town Employees
For employees hired after July 1, 2006, the Town provides health insurance as follows:

Thirty (30) years of service: For three (3) years, the Town shall pay $4,000 per year toward the
annual cost, and the retiree shall pay the difference, payable on a monthly basis; Twenty-five (25) years of
service: For three (3) years, the Town shall pay $2,666 per year toward the annual cost, and the retiree shall
pay the difference, payable on a monthly basis; and Twenty (20) years of service: For three (3) years, the

Town shall pay $1,333 per year toward the annual cost, and the retiree shall pay the difference, payable on a
monthly basis.

(CONTINUED)
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18.

OTHER POST EMPLOYMENT BENEFITS (Continued)
For employees hired before July 1, 2006, the Town provides health insurance as follows:

Thirty (30) years of service: For four (4) years, The Town shall pay $4,500 per year toward the
annual cost, and the retiree shall pay the difference, payable on a monthly basis; Twenty —five (25) years of
service: For three (3) years, The Town shall pay $3,500 per year toward the annual cost, and the retiree shall
pay the difference, payable on a monthly basis; and Twenty (20) years of service: For three (3) years, The

Town shall pay $1,333 per year toward the annual cost, and the retiree shall pay the difference, payable on a
monthly basis.

To be eligible for post-retirement benefits, the employee must be eligible to retire under the MERS.

Public Works Employees

Members of the bargaining unit hired prior to July 1, 2005 who retire will receive the same medical
insurance plan and shall be subject to the same premium co-payment as active employees covered under the
collective bargaining agreement until age 65. Further, members who retire due to disability after July 1, 2005
will be eligible to receive health care for a 60 month period from the date of retirement or until age 65,
whichever comes first. If any such retired employee or his or her spouse has an alternative medical plan
available for said retiree then this provision shall not apply.

Members hired after July 1, 2005 are eligible to receive health care in retirement as follows: Thirty
(30) years or more of service: For three (3) years, the Town shall pay $4,000 per year toward the annual
cost, and the retiree shall pay the difference, payable on a monthly basis. Twenty—five (25) years or more of
service: For three (3) years, the Town shall pay $2,666 per year toward the annual cost, and the retiree shall
pay the difference, payable on a monthly basis. Twenty (20) years or more of service: For three (3) years,

the Town shall pay $1,333 per year toward the annual cost, and the retiree shall pay the difference, payable
on a monthly basis.

To be eligible for post-retirement benefits, the employee must be eligible to retire under the MERS.

Expenditures for Other Post Employment Benefits

The expenditures for these postretirement benefits are recognized on a pay-as-you-go basis, as the
monthly premiums for the benefits become due. During the year ended June 30, 2007, expenditures of
approximately $843,000 were recognized for postretirement benefits. Of this amount, $4,819 was paid for life
insurance premiums, $516,467 was paid for health and dental insurance for 54 school retirees, $230,668 was
paid for health insurance for 19 police retirees, $4,515 was paid for dental insurance for 5 police retirees,

$82,531 was paid for health insurance premiums for 6 public works retirees, and $4,000 was paid for health
insurance premiums for one Town retiree.

CONSTRUCTION COMMITMENTS

As of June 30, 2007, the Town had approximately $533,000 of contractual commitments with respect
to unfinished capital projects. It is anticipated that these projects will be completed during the next fiscal year.

(CONCLUDED)
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TOWN OF SOUTH KINGSTOWN

NONMAJOR GOVERNMENTAL FUNDS

SPECIAL REVENUE FUNDS

Special revenue funds are used to account for specific revenues that are
legally restricted to expenditure for particular purposes. The following
special revenue funds are reported as nonmajor governmental funds.

TOWN FUNDS

Community Development Block Grant — This fund is used to account for revenues received
from the Department of Housing and Urban Development. These funds are restricted for the
various objectives of the Community Development Block Grant Program.

Elderly Services — This fund is used to account for the operations of the Senior Services

Center, and for the transportation, nutrition, and adult day care programs for senior citizens
residents.

EMS Billing Services - This fund is used to account for revenues received from billing
services for the Emergency Medical Services Department.

Narragansett Library Association — This fund is used to account for funds restricted for
library operation expenditures.

Neighborhood Guild — This fund is used to account for operations of the Neighborhood Guild
facility. The Guild offers numerous recreational programs for Town residents of all ages.

Peace Dale Office Building — This fund is used to account for the operation of the Peace
Dale Office Building.

Property Revaluation Reserve Fund - This fund is used to account for the periodic
revaluation of property for tax assessment as mandated by State law.

(CONTINUED)




TOWN OF SOUTH KINGSTOWN

NONMAJOR GOVERNMENTAL FUNDS (Continued)

SPECIAL REVENUE FUNDS (Continued)

Other Town Funds — Outlined below are the remaining Special Revenue Funds which are
restricted for various programs maintained by the Town.

Alcohol Grant RIPTIDE

Animal Shelter Benefit Fund Seat Belt Enforcement Grants

Asset Forfeiture Fund SIGS

Drug Free Communities Grant South Road School Reserve Fund
Federal Forfeiture Fund State Homeland Security Grant
Governor's Justice Commission Grants Stormwater Management Plan

Historical and Vital Recording Fees Substance Abuse

Municipal Planning Services Reserve Tobacco Compliance Investigation Project
Onsite Wastewater Plan Implementation Wastewater Management Grants

Rl Emergency Management Grant

SCHOOL FUNDS

Nancy Brown Memorial Fund — This fund is used to account for the proceeds to construct a
playground at Wakefield Elementary School in memory of Nancy Brown.

School Restricted Funds — These funds are financed by grants from various state and
federal agencies and are restricted for specific educational programs.

(CONCLUDED)




TOWN OF SOUTH KINGSTOWN

NONMAJOR GOVERNMENTAL FUNDS (Continued)

CAPITAL PROJECTS FUNDS

Capital projects funds are used to account for the acquisition and
construction of major capital facilities other than those financed by
proprietary funds and trust funds. Funding sources include debt
proceeds, intergovernmental sources, third party contributions and
General Fund operating transfers. The following capital project funds are
reported as nonmajor governmental funds.

Animal Shelter Addition Fund - This fund is used to account for the addition to the Town's
animal shelter.

Bike Path Maintenance Fund - This fund is used to account for the maintenance of the Town
Bike Path.

Bridge Improvement Fund - This fund is used to account for the repairs to the 11 bridge
structures in the Town.

Capital Equipment & Replacement Fund — This fund is used to account for major capital
equipment acquisitions in the Town that are funded over a multi-year period.

Data Processing Improvement Fund - This fund is used to account for major enhancements
to the Town's data processing system.

Downtown Intermodal Enhancement Project Fund — This fund is used to account for the
construction of a mini park, including vehicle and bicycle parking, a comfort station, and
benches adjacent to the South County Bike Path on Main Street.

Impact Fee Reserve Fund — This fund is used to account for the fees collected from
subdivision developers for future school and recreational capital improvements.

Land Use Reserve Fund - This fund is used to account for the purchase and development of
recreational properties.

Library Building Construction — This fund is used to account for building renovations to the
three Town libraries.

(CONTINUED)




TOWN OF SOUTH KINGSTOWN

NONMAJOR GOVERNMENTAL FUNDS (Continued)
CAPITAL PROJECTS FUNDS (Continued)

Middle School Playfields Construction Fund - This fund is used to account for the
construction of athletic fields at the Broad Rock Middle School.

Open Space Reserve Fund - This fund is used to account for real estate conveyance taxes
held for the purchase of open space.

Police Building Construction Fund - This fund was established to account for the
construction of the South Kingstown Public Safety Building.

Public Works Improvement Fund — This fund is used to account for various improvements to
the Town’s infrastructure system.

Recreation Development and Restoration Fund — This fund is used to account for various
restoration projects to the Town's recreational facilities.

Recreation Improvement Fund - This fund is used to account for improvements to the
Town's recreational facilities.

Saugatucket River Walkway Construction Fund — This fund is used to account for the
construction costs of the Saugatucket River Walkway.

School Improvement Fund — This fund is used to account for the construction of various
school improvements.

Senior Services Center Construction Fund - This fund is used to account for the
construction costs of the Senior Services Center.

Town Hall Improvement Fund — This fund is used to account for construction improvement
projects at the Town Hall.

Wastewater Construction Fund - This fund is used to account for the construction of new
wastewater facilities.

West Kingston Landfill Fund — This fund is used to account for study and engineering costs
for the superfund site at the West Kingston Landfill.

(CONCLUDED)




TOWN OF SOUTH KINGSTOWN

NONMAJOR GOVERNMENTAL FUNDS (Continued)

PERMANENT FUNDS

Permanent funds are used to report resources that are legally restricted
to the extent that only earnings, not principal, may be used for purposes
that support the reporting government's programs. The following
permanent funds are reported as nonmajor governmental funds:

Hazard Memorial Trust Fund - To account for funds available for the operations of the Peace
Dale Library.

Gertrude S. Parker Trust Fund - To account for a bequest restricted for enhancement and

exposure to the visual arts, music, and dance for the students of the South Kingstown School
District.

Oliver Watson Home Fund — To account for the operations of the Watson Home, which was
established in 1938 to provide shelter and care for elderly town residents. -

Walter W. Watson Fund — To account for funds available to assist the poor and needy of
South Kingstown.

Kingston Free Library Trust Fund — To account for funds available for the operations of the
Kingston Free Library.

(CONCLUDED)
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TOWN OF SOUTH KINGSTOWN

AGENCY FUNDS

Agency funds are used to account for assets held by the government as

an agent for individuals, private organizations, and other governments.
The following funds are reported in this section:

Unclaimed Estates — To account for unclaimed estates that are in probate.

Student Activities Fund — To account for funds held in various school programs.




TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

Statement of Changes in Assets and Liabilities
Agency Funds

Year ended June 30, 2007

Unclaimed Estates

ASSETS:
Cash
TOTAL ASSETS

LIABILITIES:
Deposits held in custody for others
TOTAL LIABILITIES

Student Activities Fund

ASSETS:

Cash

Investments
TOTAL ASSETS

LIABILITIES:
Deposits held in custody for others
TOTAL LIABILITIES

Totat - All Agency Funds

ASSETS:
Cash
Investments
TOTAL ASSETS

LIABILITIES:
Deposits held in custody for others
TOTAL LIABILITIES

Beginning Ending
Balance Additions Deductions Balance
$ 6,007 $ 18,326 3 24,333
$ 6,007 $ 18,326 - $ 24,333
$ 6,007 $ 18,326 $ 24,333
3 6,007 $ 18,326 - $ 24 333
$ 268,404 $ 957,173 992,421 $ 233,156
10,212 75 10,287
3 278,616 3 957,248 992,421 $ 243,443
$ 278,616 $ 957,248 992,421 $ 243,443
$ 278,616 $ 957,248 992,421 $ 243,443
$ 274 411 $ 975,499 992,421 $ 257,489
, 10,212 75 - 10,287
$ 284,623 3 975,574 992,421 $ 267,776
284,623 975,574 992,421 267,776
$ 284,623 3 975,574 992 421 $ 267,776
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TOWN OF SOUTH KINGSTOWN

CAPITAL ASSETS




TQWN OF SOUTH KINGSTOWN, RHODE ISLAND
CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAL FUNDS
COMPARATIVE SCHEDULES BY SOURCE

JUNE 30, 2007
(WITH COMPARATIVE TOTALS FOR 2006)

EXHIBIT - 4

2007 2006
Governmental funds capital assets:
Land $ 12,339,801 $ 12,339,801
Buildings 30,112,487 30,110,637
Improvements 46,591,510 45,794,922
Machinery and equipment 15,358,865 14,206,571
Infrastructure 30,471,173 28,603,468
Construction in progress 7,047,656 6,756,853
Total governmental funds capital assets $ 141,921,492 $ 137,812,252
Investments in governmental funds capital assets by source:
General fund $ 9,050,905 $ 8,140,080
Special revenue funds 6,465,074 6,162,846
Capital project funds 126,405,513 123,509,326
Total governmental funds capital assets $ 141921492 § 137,812,252
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CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAL FUNDS

TOWN OF SQUTH KINGSTOWN, RHODE ISLAND

SCHEDULE OF CHANGES BY FUNCTION AND ACTIVITY
FOR THE FISCAL YEAR ENDED JUNE 30, 2007

Function and Activity

General government:
Council
Clerk
Manager
Buildings and grounds
Finance and administration
Planning
Inspector
Other - unclassified
Total general government

Schools
Public safety:
Police
Fire and alarms
Emergency management
Total public safety
Streets and highways
Recreation and parks
Public libraries
Elderly services

Construction in progress

Total general capital assets

Balance Additions & Deductions & Balance
July 1, 2006 Transfers In Transfers Out June 30, 2007

$ 50,244 $ 1,806 $ 52,050
221,760 1,137 $ 1,863 221,034
72,068 31,619 24,122 79,565
1,973,194 4,031 3,782 1,973,443
200,038 22,349 1,298 221,089
138,536 16,668 21,691 133,513
57,419 3,609 3,931 57,097
105,232 105,232
2,818,491 81,219 56,687 2,843,023
61,539,718 1,270,277 62,809,995
7,265,686 342,620 132,731 7,475,575
1,034,543 9,630 1,044,173
645,542 56,005 701,547
8,945,771 408,255 132,731 9,221,295
32,301,382 2,143,964 114,423 34,330,923
19,606,433 249,679 78,509 19,777,603
3,502,427 40,363 3,542,790
2,341,177 7,699 669 2,348,207
6,756,853 3,584,728 3,293,925 7,047,656
$137,812,252 $ 7,786,184 $§ 3676944 $ 141,921,492
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TOWN OF SOUTH KINGSTOWN

OTHER EXHIBITS
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TOWN OF SOUTH KINGSTOWN

STATISTICAL SECTION

This part of the Town’s comprehensive annual financial report presents information to
supplement and provide multi-year trend information to enable readers to gain a better
understanding of the Town’s financial health.

Financial Trends: Schedules 1 through 4 contain trend information to help the reader understand
changes in financial performance over a period of time.

Revenue Capacity: Schedules 5 through 7 contain information to help the reader assess the factors
affecting the Town’s ability to generate property tax revenue.

Debt Capacity: Schedules 8 through 10 contain information to help the reader assess the

affordability of the Town's current levels of outstanding debt and the Town's ability to issue additional
debt in the future.

Demographic Information: Schedules 11 and 12 contain demographic information to help the
reader understand the environment in which the Town'’s financial activities take place.

Operating Information: Schedules 13 through 15 contain information about the Town's operations
and resources over a period of time.




TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

SCHEDULE 1
NET ASSETS BY COMPONENT
LAST FOUR FISCAL YEARS

Fiscal Year ended June 30
2004 2005

2006

2007

Governmental activities
Invested in capital assets, net of related debt $ 35,095,122 $ 37,770,093

$ 57,027,194

$ 59,210,862

Restricted 14,820,823 15,107,822 15,430,240 17,131,006

Unrestricted 11,658,131 14,219,435 19,337,021 22,077,926
Total governmental activities net assets 61,574,076 67,097,350 91,794,455 98,419,794
Business-type activities

Invested in capital assets, net of related debt 20,150,773 20,470,817 21,673,567 21,425,967

Restricted - - - -

Unrestricted 4,270,116 3,754,258 3,630,933 3,732,628
Total business-type activities net assets 24,420,889 24,225,075 25,304,500 25,158,595
Primary government

Invested in capital assets, net of related debt 55,245,895 58,240,910 78,700,761 80,636,829

Restricted 14,820,823 15,107,822 15,430,240 17,131,006

Unrestricted 15,928,247 17,973,693 22,967,954 25,810,554
Total primary government net assets $ 85,994,965 $ 91,322,425 $ 117,098,955 $ 123,578,389
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TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

SCHEDULE 2

CHANGES IN NET ASSETS, LAST FOUR FISCAL YEARS
GOVERNMENTAL ACTIVITIES

Expenses
Governmental activities:
General government
Public safety
Public works
Human service agency contributions
Public libraries
Education
Recreation
Interest on long-term debt
Total governmental activities

Business-type activities:
Wastewater
Solid Waste
Water
School Cafeteria
Total business-type activities
Total primary government expense

Program Revenues
Governmental activities:
Charges for services:
General government
Public safety
Public works
Public libraries
Education
Recreation
Operating grants and contributions
Capital grants and contributions

(accrual basis of accounting)

Total govemmental activities program revenues

Business-type activities:
Charges for services:
Wastewater
Solid Waste
Water
School Cafeteria
Operating grants and contributions
Capital grants and contributions
Total business-type activities

Total primary government program revenues

2004 2005 2006 2007
6,478,353 7,164,843 7,794,143 8,559,664
5,812,407 5,975,342 6,163,017 6,701,924
1,989,518 2,437,890 2,726,315 3,221,185
193,082 197,073 183,015 178,356
885,097 916,825 953,482 988,273
51,922,916 52,654,614 55,630,802 60,131,860
2,108,450 2,138,627 2,281,584 2,319,532
1,746,861 1,658,708 1,499,745 1,560,963
71,136,684 73,143,922 77,232,103 83,661,757
2,682,339 2,747,416 2,792,376 2,972,625
965,564 891,292 893,562 948,464
665,256 658,923 679,376 713,784
1,004,783 970,996 1,056,629 1,095,906
5,317,942 5,268,627 5,421,943 5,730,779
76,454,626 78,412,549 82,654,046 89,392,536
3,741,721 3,734,779 4,534,120 3,794,768
783,362 784,245 806,200 1,001,582
56,300 58,050 59,500 61,100
48,856 29,117 28,106 28,478
1,218,151 1,010,984 1,203,376 1,141,449
818,419 847,241 885,410 820,278
14,260,623 14,490,072 15,030,606 16,188,793
882,697 729,799 4,186,452 292,834
21,810,129 21,684,287 26,733,770 23,329,282
2,279,726 2,354,188 2,474 993 2,660,233
991,645 928,736 956,613 950,248
721,987 765,853 814,374 749,067
802,956 747,852 795,794 787,352
221,205 210,425 202,997 234,927

404,100 -

5,017,519 5,007,054 5,648,871 5,381,827
26,827,648 26,691,341 32,382,641 28,711,109
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TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

SCHEDULE 2

CHANGES IN NET ASSETS, LAST FOUR FISCAL YEARS
GOVERNMENTAL ACTIVITIES

Net (Expense)/Revenue
Governmental activities
Business-type activities
Total primary government net expense

(accrual basis of sccounting)

General Revenues and Other Changes in Net Assets

Governmental activities:
Property taxes
Motor vehicle phase-out taxes
Telephone and hotel taxes

Grants and aid not restricted for a specific program

Unrestricted investment earnings
Miscellaneous
Transfers

Total governmental activities

Business-type activities:
Unrestricted investment earnings
Capital contributions
Transfers

Total business type activities

Total primary government

Change in Net Assets
Governmental activities
Business-type activities
Total primary govermment

2004 2008 2006 2007
(49,326,555)  (51,459,635)  (50,498333)  (60,332,475)
(300,423) (261,573) 226,928 (348,952)
(49,626978)  (51,721,208) _ (50,271,405) _ (60,681,427)
50,181,817 51,441,569  § 54828438  $ 58,032,552
1,578,608 1,578,608 $ 1828726 $ 2165338
472,963 425192 $ 389466 $ 337594
2,030,561 2,131,825 2,400,435 2,396,341
1,439,078 1,373,108 2,084,407 4,000,792

79,826 . 7,385 -
9,040 32,607 1,087,993 25,197
55,791,893 56,982,909 62,626,850 66,957,814
69,906 98,366 155,843 228,244
(9,040 (32,607) (1,087,993) (25,197)
60,866 65,759 (932,150 203,047
55,852,759 57,048,668 61,694,700 67,160,861
6,465,338 5,523,274 12,128,517 6,625,339
(239,557) (195,814) (705,222) (145,905)
$ 6225781 § 5327460 11423295 & 6479434
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TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

SCHEDULE 8
RATIOS OF OUTSTANDING DEBT BY TYPE
LAST TEN FISCAL YEARS
Generzl Bonded Debt
General Taxable Percent of U.S. Census
Fiscal Year Obligation Assessed Taxable Assessed Estimated Per
June 30, Bonds Value Value Population Capita

1998 36,420,000 1,771,900,501 2.06% 27,150 1,341

1999 35,765,000 1,831,581,540 1.95% 27,550 1,298

2000 42,950,000 1,855,582,849 2.31% 27,921 1,538

2001 39,810,000 1,886,839,025 2.11% 27,921 1,426

2002 40,620,000 2,400,977,084 1.69% 29,177 1,392

2003 41,230,000 2,441,476,667 1.69% 29,634 1,391

2004 40,599,011 2,502,990,838 1.62% 29,637 1,370

2005 36,905,000 4019949234 0.92% 30,629 1,205

2006 38,215,000 4,123,048,580 0.93% 30,708 1,244

2007 36,710,000 4,193,188,291 0.88% 30,863 1,189

Business-Type Activities

Wastewater Solid Waste Total Percent
Fiscal Year Primary Personal of Personal Per
June 30, Bonds Bonds Government Income Income * Capita
1998 839,531 37,259,531 26,682 0.0716% 1,372
1999 700,580 36,465,580 27,965 0.0767% 1,324
2000 660,351 43,610,351 29,538 0.0677% 1,562
2001 618,803 40,428,803 30,851 0.0763% 1,448
2002 575,892 41,195,892 32,767 0.0795% 1,412
2003 531,573 41,761,573 34,002 0.0814% 1,409
2004 985,800 41,584,811 34,932 0.0840% 1,403
2005 916,525 1,845,898 39,667,423 36,149 0.0911% 1,295
2006 845,699 2,715,600 41,776,299 38,161 0.0913% 1,360
2007 773,271 2,593,058 40,076,329 40,291 0.1005% 1,299
Notes:

Details regarding the Town's outstanding debt can be found in the Notes to Financial Statements.
* See Schedule 11 for personal income and population data used to calculate these ratios.
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TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

SCHEDULE 9
DIRECT AND OVERLAPPING PROPERTY TAX RATES
LAST TEN FISCAL YEARS
(rate per $1,000 of assessed value)

Overlapping Rates

Fiscal

Year Indian Lake Kingston

Ended Total Direct Union Fire Fire Fire

June 30 Tax Rate District District District Total
1998 18.71 0.77 1.11 1.00 21.59
1999 19.38 0.58 1.11 1.00 22.07
2000 20.01 0.55 1.11 1.00 22.67
2001 20.28 0.60 1.11 1.00 22.99
2002 17.91 0.82 1.11 0.83 20.67
2003 18.97 0.54 1.49 0.95 21.95
2004 19.80 0.61 1.35 1.00 22.76
2005 12.72 0.41 1.35 0.62 15.10
2006 13.27 0.45 1.05 0.62 15.39
2007 13.75 0.54 1.13 0.67 16.09
Notes:

The Town's basic tax rate increase cannot exceed 5.5% of the prior year's rate unless the State of Rhode Island approves such increase.

Total Direct Rate represents the weighted average of all individual direct rates applied by the Town. Prior to 2000, all property was
taxed at the same rate. See Schedule 5.

Overlapping rates are those of local fire districts that apply to property owners within the Town of South Kingstown. Not all overlapping rates
apply to all Town of South Kingstown property owners. For example, although the Town's direct property tax rates apply to all Town
property owners, a fire district tax applies only to those Town properties located within that district.
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TOWN OF SOUTH KINGSTOWN

SINGLE AUDIT SECTION

This section contains information regarding federal grant activity for the
year ended June 30, 2007, which was audited in accordance with
generally accepted auditing standards and “Government Auditing
Standards” issued by the Comptroller General of the United States and
under the guidelines of the Single Audit Act of 1984 as amended by the
Single Audit Act Amendments of 1996 and the United States Office of

Management and Budget's Circular A-133, “Audits of States, Local
Governments, and Non-Profit Organizations.”




TIOWN OF SQUTH KINGSTOWN, RHODE ISLAND

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2007

Federal Grantor
Pass-Through Grantor
Program title

U.S. Department of Housing and Urban Development

Federal
CFDA
Number

Governor's Offlce of Housing & Energy & intergovernmental Relations

Community Development Block Grants - Small Cities Program

U.S. Department of Transportation
Seat-Belt Enforcement

U.S. Department of Health
Rhode Istand Department of Health
Underage Drinking and Alcohol Grant
Block Grants for Community Mental Health
Tobacco Compliance Investigation Grant
Total U.S. Department of Health

U.S. Environmental Protaction Agency
Stormwater Management Plan
Onsite Wastewater Plan I[mplementation
EPA Wastewater Management Project
Total U.S. Department of Environmental Protection Agency

U.S. Department of Justice
State of Rhode Island Governors Justice Commission
Governor Justice Commission Grant

U.S. Department of Homeland Security
Rhode Island Emergency Management Agency
Homeland Security Grant Program
Total U.S. Department of Homeland Security

U.S. Department of Education
Rl Department of Education
Title |
Title Ii
Title It Technology
Title IV
Title V
Project IDEA - Part B
Perkins
Early learning (89-313) - preschool
Total U.S. Department Education

U.S. Department of Agriculture
State of Rl Department of Education
Food Commodities
National Lunch Program
Total U.S. Department of Agriculture

Total Federal Expenditures

14.219

20.604

93. XXX
93.958
93. XXX

66.XXX
66.XXX
66.606

16.XXX

97.067

84.010
84.367
84.318
84.186
84.298
84.027A
84.048
84.173

10.556
10.555

Expenditures

$ 167,857

4,280

9,072
56,343
1,736

67,151

4,785
3.170
229,706

237,661

13,741

141,826

141,826

181,906
185,768
920
12,017
3,982
882,001
25,853
25,315

1,317,762

50,000
234,927

284,927

$ 2,235,205

* . Denotes program cluster which is considered to be one program for testing purposes.
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TOWN OF SOUTH KINGSTOWN, RHODE ISLAND

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2007

General

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all federal
awards programs of the Town of South Kingstown, Rhode Island. "All federal awards received from federal
agencies are included on the Schedule of Expenditures of Federal Awards. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Therefore, some amounts presented in this schedule may differ from amounts
presented in, or used in the preparation of the basic financial statements.

Basis of Accounting

The accompanying Schedule of Expenditures of Federal Awards is presented using the modified
accrual basis of accounting.

Determination of Major Programs

The determination of major federal financial assistance programs was based upon the overall level of
expenditures for all federal programs for the Town of South Kingstown, Rhode Island. As such, the threshold for
determining Type A and Type B programs is defined as those with program expenditures greater than $300,000
or 3 percent of total expenditures when the total expenditures are over $10,000,000. For the fiscal year ended
June 30, 2007, the following programs were considered major programs:

Project IDEA—PartB.........c.ccoeiiinns CFDA #84.027A
Early Learning (89-313) Preschool........... CFDA #84.173

These programs are in a cluster and therefore considered one program for compliance requirements.
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| Accountants & Advisors

REPORT ON INTERNAL CONfROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Town Council
South Kingstown, Rhode Island

We have audited the accompanying financial statements of the governmental activities, the
business type activities, each major fund, the statement of revenues, expenditures and changes in fund
balances - budget and actual -~ budgetary basis, and the aggregate remaining fund information as of and
for the year ended June 30, 2007, which collectively comprise the Town of South Kingstown, Rhode
Island's basic financial statements and have issued our report thereon dated December 7, 2007. 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.

Internal Control Over Financial Reporting

in planning and performing our audit, we considered the Town of South Kingstown, Rhode Island’s
internal control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Town of South Kingstown, Rhode Island’s internal control over financial reporting.

Accordingly, we do not express an opinion on the effectiveness of the Town of South Kingstown, Rhode
Island’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the Town of South Kingstown, Rhode Island's ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the Town of South Kingstown, Rhode
Island's financial statements that is more than inconsequential will not be prevented or detected by the
Town of South Kingstown, Rhode Island’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the Town of South Kingstown, Rhode Island’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above.

Boston

Newton

E“"'}\MQJ Two Charles Street, Providence, Ri (2904 T401421q7115 F401.2745230  www.thebravergroup.com Providence
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of South Kingstown, Rhode
Island’s financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grants agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the Town of South Kingstown, Rhode
Island, in a separate letter dated December 7, 2007.

This report is intended solely for the information and use of the Town Council, management, others
within the organization, federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

G 2

Providence, Rhode island
December 7, 2007
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

To the Honorable Town Council
South Kingstown, Rhode Island

Compliance

We have audited the compliance of the Town of South Kingstown, Rhode Island, with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended June
30, 2007. The Town of South Kingstown, Rhode Island’s major federal programs are identified in the
summary of auditor's results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major
federal programs is the responsibility of the Town of South Kingstown, Rhode Island’s management. Our

responsibility is to express an opinion on the Town of South Kingstown, Rhode Island’s compliance based
on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular
A-133 require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the Town of South Kingstown, Rhode Island’'s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination on the
Town of South Kingstown, Rhode Island’'s compliance with those requirements.

In our opinion, the Town of South Kingstown, Rhode Island, complied, in all material respects, with

the requirements referred to above that are applicable to each of its major federal programs for the year
ended June 30, 2007.

Boston

114 Newton
@Q‘,‘:}M%{I} Two Charles Street, Providence, BI02904 T401421.2710 F4012745230 www.thebravergroup.com Providence



Internal Control Over Compliance

The management of the Town of South Kingstown, Rhode Island is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations, contracts and
grants applicable to federal programs. In planning and performing our audit, we considered the Town of
South Kingstown, Rhode Island’s internal control over compliance with the requirements that could have a
direct and material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do no express an opinion on the
effectives of the Town of South Kingstown, Rhode Island’s internal control over compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of performing their
assigned functions, to prevent or detect noncompliance with a type of compliance requirement of a federal
program on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the entity’s ability to administer a federal program such that there is
more than a remote likelihood that noncompliance with a type of compliance requirement of a federal
program that is more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance requirement
of a federal program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that might
be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the Town Council, management, others
within the organization, federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

Providence, Rhode Island
December 7, 2007
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TOWN OF SQUTH KINGSTOWN, RHODE ISLAND

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2007

SUMMARY OF AUDITOR’S RESULTS

1. The auditor's report expressed an unqualified opinion on the basic financial statements of the
Town of South Kingstown, Rhode Island.

2. No significant deficiencies relating to the audit of the financial statement were reported in the
Independent Auditor's Report.

3. Noinstances of noncompliance material to the financial statements of the Town of South
Kingstown, Rhode Island were disclosed during the audit.

4. No significant deficiencies relating to the audit of the major federal award programs were
reported.

3. The auditor’s report on compliance for the major federal award programs for the Town of South
Kingstown, Rhode Island expresses an unqualified opinion.

6. There were no audit findings relative to the major federal award program for the Town of South
Kingstown, Rhode Island.

7. The programs tested as major programs were:

Project IDEA-PartB ............................ CFDA #84.027A
Early Learning (89-313) — preschool ...... CFDA #84 173

8. The threshold for distinguishing Type A and B programs is described in Note 3 to the Schedule of
Expenditures of Federal Awards.

9. The Town of South Kingstown, Rhode Island was determined to be a low-risk auditee.

FINDINGS — RELATED TO AUDIT OF FINANCIAL STATEMENTS
Current Year Findings:

None noted.
Prior Year Findings:

None noted.

FINDINGS AND QUESTIONED COSTS RELATING TO FEDERAL AWARDS
Current Year Findings:

None noted.
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TOWN OF SQUTH KINGSTOWN, RHODE ISLAND

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2007

There are no known but uncorrected findings and recommendations from prior audits that affect the current
audit objective.
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