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Town of Smithfield

64 Farnum Pike e Smithfield, Rhode Island 02917
Finance Director & Tax Collector
Randy R. Rossi
(401) 233-1072 o Fax (401) 233-1060

December 21, 2012

To the Honorable Town Manager, Members of the Town Council, and Citizens of the Town of
Smithfield, Rhode Island:

The Comprehensive Annual Financial Report of the Town of Smithfield, for the fiscal year
ended June 30, 2012 is submitted herewith. This report was prepared by the Town's Finance
Department. Responsibility for both the accuracy of the presented data and the completeness and
fairness of the presentation, including all disclosures, rests with the Town. We believe the
information, as presented, is accurate in all material aspects; that it is presented in a manner designed
to fairly set forth the financial positions, results of operations and cash flows of the Town. All
disclosures necessary to enable the reader to gain maximum understanding of the Town's financial
affairs have been included.

The Comprehensive Annual Financial Report is presented in four sections: Introductory,
Financial, Single Audit and Statistical. The Introductory section includes this transmittal letter, the
Town's organizational chart and a list of principal officials. The Financial section includes, under the
new Governmental Accounting Standards Board Statement No. 34, the Independent Auditors' Report,
the Management Discussion and Analysis, the basic financial statements, required supplementary
information, and other supplemental information. The Statistical section includes selected financial
and demographic information generally presented on a multiyear basis.

The Town is required to undergo an annual Single Audit in conformity with the provisions of
the Single Audit Act of 1996 and U.S. Office of Management and Budget Circular A-133, "Audits of
State and Local Governments”. Information related to this Single Audit, including the schedule of
expenditures of federal awards, and independent auditors' reports on the internal control structure and
compliance with applicable laws and regulations, are included in the Single Audit section of this
report.

The Town of Smithfield is a Rhode Island municipal corporation which provides the
following services to its residents: general administrative services, public safety, public works, parks
and recreation, social services and education



GOVERNMENT PROFILE

The Town of Smithfield was settled in 1636 and later incorporated as a town in 1730. The
Town, primarily a residential community, comprises 26.7 square miles of land, 1.1 square miles of
water and is situated 11 miles northwest of Providence, the State capital. Smithfield is bounded by
the Town of North Smithfield on the north, by the Towns of North Providence and Johnston on the
south, by the Town of Lincoln on the east and the Town of Glocester on the west.

The Town operates under a charter form of government, which provides for a five members
Town Council, which is responsible for enacting local legislation; and an appointed Town Manager
who executes the laws and the administration of the town government. The Town Council is
granted all powers to enact, amend or repeal ordinances relating to the Town’s property, affairs and
government as well as the authorization of the issuance of bonds or notes by ordinance. Members
are elected at-large for two (2) year terms.

GENERAL

Except as provided below, under Rhode Island law the Town may not, without special
statutory authorization, incur any debt which would increase its aggregate indebtedness not otherwise
excepted by law to an amount greater than 3% of the taxable property of the Town. Deducted from
the computation of aggregated indebtedness is the amount of any borrowing in anticipation of taxes
authorized by law and the amount of any sinking funds maintained by the Town. The 3% debt limit
of the Town is $80,710,806 based on net assessed valuations of $2,690,360,193 as December 31,
2010. As of June 30, 2012, the Town has no debt outstanding under the 3% debt limit provision; all
outstanding debt has been authorized by special act of the Rhode Island State Legislature and
referenda approved by the Town Electorate.

STATE SCHOOL AID

Pursuant to Rhode Island General Laws Sections 16-7-15 et seq., as amended, the State
provides school operations aid to each municipality and school district in the State, subject to annual
appropriation by the General Assembly. The statutes provide for reimbursement of school
expenditures based on a formula which adjusts the reimbursement ratio based on the relative
equalized evaluation of property and median family income of a community relative to the state as a
whole. The Town's School Department received $4,734,817 in direct state aid with the difference
being made up by State Education Jobs ARRA Funding in the amount of $227,297 for the fiscal year
ended June 30, 2012. The Town budgeted $4,989,855 in direct state aid and $0 in State Education
Jobs ARRA Funding for fiscal year ending June 30, 2013.

The State provides construction aid to Rhode Island municipalities for the cost of building new
public schools. All buildings constructed since July 1, 1949 are eligible for assistance of a minimum
of 30% of the full cost of such buildings. Such assistance level may be further increased by a formula
which takes into account the equalized assessed valuation and debt service burden of the particular
municipality. For the fiscal year ended June 30, 2012, the Town received $319,778 in such
construction aid and the Town budgeted $240,000 for fiscal year ending June 30, 2013.



EDUCATION

A five-member School Committee that is elected at large at the regular biennial elections for
staggered four-year terms directs the general administration of the Smithfield School System. The
School Committee determines and controls all policies affecting the administration, maintenance, and
operation of the public schools in the Town. The School Committee appoints a Superintendent as its
chief administrative agent; submits a detailed budget of expenditures and revenues to the Town
Council and, once the school budget has been approved, determines the allocation of the amount
appropriated. The cost of operating the Town's School System (Unrestricted Fund) for the fiscal year
ended June 30, 2012 was $32,524,605 (excluding the State on-behalf pension contribution). The
School Department budget for fiscal year ending June 30, 2013 is $32,581,004. The cost per student
is $12,660 shared by the Town and the State of Rhode Island in the form of School Operations Aid.

The Town has an elementary school (PK-5), a middle school (6-8) and a senior high school (9-

12). As of October at the beginning of each school year, the student enrollment in the Smithfield
School System for the past ten years has been and is as follows:

FISCAL YEAR ENDING ENROLLMENT

2003 2,703
2004 2,615
2005 2,659
2006 2,625
2007 2,609
2008 2,599
2009 2,555
2010 2,504
2011 2,470
2012 2,569

MUNICIPAL SERVICES

The Town provides major public services, which are detailed as follows:

WASTEWATER FACILITIES

The Town maintains all sewer lines and pumping stations within the Town in accordance
with the State of Rhode Island’s base plan. The Town sewer system extends to approximately 80%
of the Town’s residents. It was completed at a cost to the Town of $11,400,000 which was financed
through general obligation bonds, which matured in 1998, exclusive of Federal and/or State grants
in aid.

The Wastewater Division operates as an Enterprise Fund, with all operations funded from
user fees and assessments. This provides a meaningful measure of the financial position and results
of operations of the system, and also provides information necessary for calculation of future rate
changes. The distribution of the accounts is as follows:

iii



Accounts  Units

Residential 4.673 5,354
Commercial 325 2,711
Industrial 24 327
Total 5,022 8,392

User charges are assessed each year in an amount necessary to cover the projected operating
expenses and debt service of the Sewer Authority for that year. For the fiscal year ended June 30,
2012 residential users were charged a flat rate of $310 for the year.

In fiscal year ended June 30, 2003, the Town contracted with the firm, Veolia Water North
America to operate the Town’s wastewater treatment facility over the next ten years. There are
approximately $7.5 million dollars in capital improvements that were performed at the sewer plant
and pumping stations which was financed through a certificate of participation agreement.

SANITATION

Weekly rubbish and garbage collection is provided by the Town through the use of private
contractors. For the fiscal year ended June 30, 2012, the Public Works Department expended
$962,254 for these services. For the fiscal year ending June 30, 2013 the approved budget is
$960,000.

PUBLIC WORKS

The Town of Smithfield’s Department of Public Works provides a full range of services
including street construction and maintenance, snow removal and maintenance of Town facilities.
Total expenditures for the fiscal year ended June 30, 2012 totaled $2,037,076 and budgeted
$2,277,195 for fiscal year ending June 30, 2013.

PUBLIC SAFETY

The Town of Smithfield Public Safety Department provides fire prevention, emergency
medical rescue, police patrol, investigations, community education and animal control functions.

The Police Department consists of 41 full-time police officers and 1 auxiliary officer. In
addition, there are 12 civilian full-time and 6 civilian part-time employees of support personnel
including dispatch and animal control. The Police Department expended $4,505,992 (including
$67,232 of capital outlays) for fiscal year ended June 30, 2012 and budgeted $4,548,841 for fiscal
year ending June 30, 2013.

The Fire Department has 3 fire stations staffed by 48 full-time fire fighters and support
personnel of 5 full-time employees. The Fire Department expended $4,702,742 (including $60,487
of capital outlays) for fiscal year ended June 30, 2012 and budgeted $4,481,601 for fiscal year
ending June 30, 2013.



PUBLIC LIBRARIES

The Town operates two public libraries, Greenville Public Library and East Smithfield
Public Library. For the fiscal year ended June 30, 2012 the combined allocation from the Town was
$1,187,734 and budgeted $1,187,734 for the fiscal year ending June 30, 2013.
EMPLOYEE RELATIONS

The Town of Smithfield currently employs 165 full-time employees exclusive of those
employed by the School Department. The School Department employs 214 certified employees and

84.5 full-time and part-time non-certified employees.

The current status of union contract for municipal and school employees is as follows:

Police Department I year contract expired June 30, 2012
Fire Department 3 year contract expires June 30, 2014
Police Civilian Employees 3 year contract expires June 30, 2014
Public Works Employees 3 year contract expires June 30, 2014
Town Hall Employees 3 year contract expires June 30, 2014
Teachers 3 year contract expires August 31, 2014
Custodians 3 year contract expires June 30, 2013
Teacher Para-Professionals & Clerical Employees 3 year contract expires June 30, 2015
FINANCIAL INFORMAITON

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

INTERNAL CONTROLS

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

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

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



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

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

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

All internal control evaluations occur within the above framework. We believe that the
Town’s internal accounting control adequately safeguards assets and provides reasonable assurance
of proper recording of financial transactions.

DEBT ADMINISTRATION

The ratio of net bonded debt to net assessed valuation and the amount of bonded debt per
capita are useful indicators of the Town’s debt position to municipal management, citizens and
investors. This data for the Town at June 30, 2012 is as follows:

RATIO OF
NET BONDED DEBT
DEBT TO NET PER

AMOUNT ASSESSED VALUE CAPITA

Net Bonded Debt  $17,330,000 0.64% $808.68

The Town’s bond ratings as of June 30, 2012 are as follows:

e Moody’s: Aa2
o S&P:AA

CASH MANAGEMENT

The intention of the cash management system is to limit the amount of funds placed in
accounts where low or no interest is paid. Idle cash is invested in various instruments with
staggered maturity dates, depending on the anticipated cash requirements during the period. All
funds are protected by Federal Insurance and full collateralization at each of the Town’s banking
institutions.
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RISK MANAGEMENT

The Town’s properties are insured by the Rhode Island Interlocal Risk Management Trust.
This agency was established for the primary purpose of providing insurance to local government
entities. The following coverage is proved to the Town of Smithfield: worker’s compensation,
general liability, automobile liability, public buildings and public officials’ liability insurance.

INDEPENDENT AUDIT

In accordance with Town’s Charter, the Town’s Independent Certified Public Accountants,
Braver PC have completed an audit of the accounts and financial statements, and their opinion is
included herein.

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
Smithfield for its comprehensive annual financial report for the fiscal year ended June 30, 2011
This was the third consecutive year that the government has achieved this prestigious award. In
order to be awarded a Certificate of Achievement, a government must publish an easily readable
and efficiently organized comprehensive annual financial report. This report must satisfy both
generally accepted accounting principles and applicable legal requirements.

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

The preparation of the Comprehensive Annual Financial Report on a timely basis could not
have been accomplished without the efforts and dedication of the competent staff of the Department
of Finance. I would like to express my appreciation to the Town Controller, my staff and other
personnel from various departments who assisted in its preparation. Also, I would like to thank the
Town Manager and the Town Council for their interest and support in planning and conducting the
financial operation of the Town in a dedicated and responsible manner.

Respectfully Submitted,

/7%%

Randy R. Rossi
Finance Director

vii
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©  Braver.

Accountants & Advisors

REPORT OF INDEPENDENT AUDITORS

To the Honorable Town Council
Town of Smithfield, 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 Smithfield, Rhode Island as of and for the year ended June 30, 2012, which
collectively comprise the Town’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the Town of Smithfield, Rhode Island’s

management. Our responsibility is to express opinions on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government_Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of
Smithfield, Rhode Island as of June 30, 2012, and the respective changes in financial position,
and, where applicable, cash flows thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report
dated December 21, 2012 on our consideration of the Town of Smithfield, 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.

Needham

Boston

. Concord
ny Taunton
it 155 South Main Street, Suite 100, Providence, RI 02903 T401.421.2710 F401.2745230 www.thebravergroup.com  Providence




Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis, budgetary comparison information, the Schedule of
Funding Progress for Pension Plans, and the Schedule of Funding Progress for OPEB Plans on
Pages 3 through 13, Pages 72 through 77, Page 78, and Page 79, respectively, be presented to
supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Town of Smithfield, Rhode Island’s financial statements as a
whole. The introductory section, combining and individual nonmajor fund financial statements,
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 financial statements. The
combining and individual nonmajor fund financial statements, other exhibits, and Schedule of
Expenditures of Federal Awards are the responsibility of management and were derived from
and relate directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the
financial statements as a whole. The introductory and statistical sections have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we do not express an opinion or provide any assurance on them.

&W/C

Providence, Rhode Island
December 21, 2012



TOWN OF SMITHFIELD, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2012
(Un-audited)

As management of the Town of Smithfield, we offer readers of the Town of Smithfield’s financial statements this
narrative overview and analysis of the financial activities for the fiscal year ended June 30, 2012. We encourage
readers to consider the information presented here in conjunction with the letter of transmittal and the Town's financial
statements that follow this section.

Financial Highlights

% The assets for the Town of Smithfield exceeded its liabilities at the close of the most recent fiscal year by
$56,634,686. Of this amount, $19,645,727 may be used to meet the government’s ongoing obligations to
citizens and creditors.

< The government’s total net assets decreased by $4,069,006. The decrease is primarily attributable to the
increase in the Net Pension Obligation and Net OPEB Obligations during fiscal 2012.

% As of the close of the fiscal year, the Town of Smithfield’s governmental funds reported combined ending
fund balances of $25,381,114. Approximately 8.3% of this amount, $2,095,547 is unassigned and available for
use at the government’s discretion.

% The remaining fund balance of $23,285,567 includes $332,943 in non-spendable funds, $469,560 in restricted
funds, $18,827,077 in committed funds, and $3,655,987 in assigned funds.

% At the end of the current fiscal year, the General Funds unassigned fund balance was $3,102,422, or 10.7% of
the total general fund expenditures for the fiscal year. The general fund's current fiscal year's revenues and
transfers exceeded expenditures and transfers by $316,261.

Overview of the Financial Statements

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

¢ Government-wide financial statements
¢ Fund financial statements
e Notes to financial statements

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

Government-wide financial statements — are designed to provide readers with a broad overview of the Town's
finances in a manner, which is similar to a private-sector business. They are presented on the accrual basis of

accounting where revenues and expenditures are recognized on the date they occurred rather than on the date they were
collected or paid.

The Statement of Net 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.



TOWN OF SMITHFIELD, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2012
(Un-audited)

The Statement of Activities presents information which shows how the Town's net assets changed during the fiscal
year. All changes in net assets are reported when the underlying event giving rise to the change occurs, regardless of
the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items that will
only result in cash flows in the future fiscal periods. Examples are uncollected taxes and earned but unused
compensated absences.

Both of the government-wide financial statements distinguish functions of the Town of Smithfield, which are
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are intended to
recover all or a significant portion of their costs through user fees and charges (business-type activities). The Town's
governmental activities include general government, public safety, public works, public health and assistance, public
libraries, education, recreation and senior activities, and interest on long-term debt. The business-type activities of the
Town include the Sewer Authority, Water Supply Board, Ice Rink, and School Lunch Program.

The government wide financial statements are reported on Pages 14 through 15.

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 Smithfield, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All
of the funds of the Town can be divided into two categories-governmental funds and proprietary funds.

Governmental Funds - Governmental funds (Pages 16-19) are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on current sources and uses of
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a government's near-term financing requirements.

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

The Town of Smithfield maintains governmental funds. Information is presented separately in the Governmental Fund
Balance Sheet and in the Governmental Fund Statement of Revenues, Expenditures, and Changes in Fund Balances for
the General Fund and the School Special Revenue Unrestricted Fund, which are considered to be major funds. Data
from the other funds are combined into a single, aggregated presentation. Individual fund data for each of these
non-major governmental funds is provided in the form of combining statements elsewhere in this report.

Proprietary Funds - The Town of Smithfield’s proprietary funds are used to report the same functions presented as
business-type activities in the government-wide financial statements. The Town has four enterprise funds. The
Smithfield Sewer Authority, which accounts for the Town's sewer system; the Water Supply Board, which accounts for
the Town's water system; the Smithfield Ice Rink, which houses an ice rink and associated facilities; the School Lunch
Program, which accounts for School Lunch operations.

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 Smithfield Sewer Authority,
Smithfield Water Supply Board, Smithfield Ice Rink, and School Lunch Fund.

The proprietary fund financial statements are presented on Pages 20 through 23.
4
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Fiduciary Funds - Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statement because resources of those
funds are not available to support the Town of Smithfield’s own programs. The accounting used for fiduciary funds is
much like that used for proprietary funds.

The fiduciary fund financial statements can be found on Pages 24 and 25.

Notes to Financial Statements -The notes provide additional information that is essential to a full understanding of

the data provided in the government-wide and fund financial statements. The notes to the financial statements are
presented on Pages 26 through 71.

Other Information - In addition to the basic financial statements and accompanying notes, this report also presents

certain required supplementary information pertinent to the Town of Smithfield's operations. Required Supplementary
information is presented on Pages 72 through 79.

The combining statements referred to earlier in connection with non-major governmental funds and proprietary funds

are presented immediately following the required supplementary information. Combining and individual fund
statements and schedules are presented on Pages 80 through 93.

Government-wide Financial Analysis

As noted earlier, over time net assets may serve as a useful indicator of a government's financial position and an
important determinant of its ability to finance services in the future. In the case of the Town of Smithfield, assets
exceeded liabilities by $56,634,686 as of June 30, 2012.

Listed below is a comparison of the current and prior fiscal years. The June 30, 2011 amounts have been restated to
reflect the implementation of GASB Statement #61 and the resulting removal of the component units.

TOWN OF SMITHFIELD, RHODE ISLAND

Net Assets
Governmental Activities Business-Type Activities Total
2012 2011 2012 2011 2012 2011

ASSETS

Current assets $ 30,051,825 $ 22,057861 $ 10,122,854 $ 8,637,238  §$ 40,174,679 $ 30,695,099
Noncurrent assets 39,321,576 39,799,515 18,210,019 18,538,835 57,531,595 58,338,350
Total Assets 69,373,401 61,857,376 28,332,373 27,176,073 97,706,274 89,033,449
LIABILITIES

Current liabilities 5,716,947 848,660 1,145,980 2,963,011 6,862,927 3,811,671
Noncurrent liabilities 29,101,507 23,324,384 5,107,154 1,193,702 34,208,661 24,518,086
Total Liabilities 34,818,454 24,173,044 6,253,134 4,156,713 41,071,588 28,329,757
NET ASSETS

Invested in capital assets, net of related debt 20,860,670 24,860,537 16,128,289 16,666,892 36,988,959 41,527,429
Unrestricted 13,694,277 12,823,795 5,951,450 6,352,468 19,645,727 19,176,263
Total Net Assets $ 34554947 $ 37,684332 $ 22,079,739 $ 23,019,360 $ 56,634,686 $ 60,703,692
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By far largest portion of the Town's net assets $36,988,959 (65.3%) reflects it investment in capital assets (e.g., land,
buildings, infrastructure, machinery, and equipment); less any related debt used to acquire these assets that are still
outstanding. The Town uses these capital assets to provide services to its citizens; consequently, these assets are not
available for future spending. Although the Town's investment in its capital assets is reported net of related 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.

The remaining balance of unrestricted net assets ($19,645,727) may be used to meet the government's ongoing
obligations to its citizens and creditors.

The Town’s net assets decreased by $4,069,006 during the current fiscal year. The decrease was primarily due to
actuarial assumption changes adversely affecting the Town OPEB and Pension liabilities. Of this amount,

governmental activities accounted for $3,129,385 of the decrease, while business—type activities accounted for a
decrease of $939,621.

Governmental Activities

Governmental activities decreased the Town's net assets by $3,129,384 for the current period, which is an overall
decrease of 8.3% in the Town's governmental net assets.

Property taxes increased by $1,579,278 (3.3 percent) during the year. Most of this increase is the product of increased
collection efforts for both current and delinquent taxes. Operating grants for governmental activities decreased by
$478,496, while charges for services increased by $593,663.

The net change in fund balance for the fiscal year ended June 30, 2012 was an increase of $5,230,647 for the Towns
governmental fund types.

Reductions in net assets included an increase in the Town's net pension obligation of $1,713,223, and an increase in net
OPEB obligation of $2,498.932.

There are various other items which are reconciliations between the Statement of Activities and the Schedule of
Revenues, Expenditures and Changes in Fund Balances, all of which can be seen on Page 19.

The following page presents the Changes in Net Assets for the current year's activity. The June 30, 2011 amounts

have been restated to reflect the implementation of GASB Statement #61 and the resulting removal of the component
units.



General government

Public safety

Public works

Education

Recreation and senior activities

Public health & assistance

Community development

Public libraries

Other

Interest on long-term debt
Total Expenses

Increase (Decrease) in net assets
Transfers

Increase (Decrease) in Net Assets

Net Assets - beginning

Net Assets - ending

TOWN OF SMITHFIELD, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2012
(Un-audited)

TOWN OF SMITHFIELD, RHODE ISLAND

Changes in Net Assets
7,752,644 5,493,158 - - 7,752,644 5,493,158
17,429,845 14,998,929 - - 17,429,845 14,998,929
4,351,841 4,156,445 - - 4,351,841 4,156,445
35,543,656 33,695,301 - - 35,543,656 33,695,301
945,504 549,699 - - 945,504 549,699
7,450 7,434 - - 7,450 7,434
- 28,512 - - - 28,512
1,187,734 1,187,734 - - 1,187,734 1,187,734
- - 4,996,895 5,010,285 4,996,895 5,010,285
705,512 482,819 - - 705,512 482,819
67,924,186 60,600,031 4,996,895 5,010,285 72,921,081 65,610,316
(4,602,385) (148,549) 533,379 368,916 (4,069,006) 220,367
1,473,000 1,472,500 (1,473,000) (1,472,500) - -
(3,129,385) 1,323,951 (939,621) (1,103,584) (4,069,006) 220,367
37,684,332 36,360,381 23,019,360 24,122,944 60,703,692 60,483,325
$34,554,947 $37,684332  $22,079739 §$23,019360 $ 56,634,686 $ 60,703,692
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Education expenses account for approximately 52.3 percent of the total expenses within the governmental funds of the
Town of Smithfield. Public safety and General government expenses account for approximately 25.7 percent and
11.4 percent, respectively of the total expenses for the 2012 fiscal year. Major expense factors include:

* Governmental activities expenses increased by $7,324,155 from $60,600,031 to $67,924,186. The majority
of the increase was the result of actuarial assumption changes in the calculation of the Town’s Net Pension
Obligations and Net OPEB Obligation.
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* Interest of long term debt increased by $222,693 based on new debt that was issued during fiscal year 2011.

Business-type Activities — Net assets in business-type activities decreased by $939,621 resulting in a 4.1% decrease in
business-type net assets.

Charges for services for business-type activities accounted for 96% of the total revenue sources. The balance of
revenues for business-type activities was from operating grants and contributions (3.3%), and investment earnings
(0.3%).

Sewer authority expenses account for approximately 51.4% of the total expenditures within the business-type activities
of the Town. Water Supply Board, Ice Rink, and School Lunch Program expenses account for approximately 22.6%,
12.3%, and 13.8%, respectively of the total business-type activities expenditures for the 2012 fiscal year.

Charges for service for business-type activities increased slightly from $5,351,115 to $5,514,569. The Sewer
Authority fund had an increase of $179,098. Increases in delinquent and current collections helped with the slight
increase. Charges for services in the Water Supply Board fund decreased by $19,193, while the Ice Rink fund
experienced an increase of $6,878 in these program revenues. The decrease in the Water Supply charges was the
result of reduced consumption levels by the user base. Ice Rink fees increased mainly because of increase rentals and
the collection of other charges. School Lunch Programs recognized a slight decrease of $3,329 due primarily a
reduction in the quantity of meals sold. Unrestricted investment earnings declined from $28,086 to $15,705 for all
business-type activities. Reductions in interest rates earned on investments were responsible for generating the
decline in this revenue source.

Expenses in the Sewer Authority fund declined by $65,998 as of result of leaving one position unfilled and reducing
maintenance type expenditures. Water Supply expenses increased by $12,954 due to increases in salary and benefits,
while the Ice Rink fund experienced a decrease of $3,736 through reductions in operating costs. The School Lunch
Program fund recognized an increase in expenditures of $43,390 due to increased costs in cafeteria operations.

'Revenues by Source - Bliéiness-type Activities

0.28%

3.30%
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Financial Analysis of the Town of Smithfield’s Funds

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

At the end of the current fiscal year, the Town's governmental funds reported combined ending fund balances of
$25,381,114. Approximately 8.26% of the total amount, or $2,095,547 constituted unassigned fund balances. The
remainder of the fund balance is non-spendable, restricted, committed or assigned for future commitments or
designated for specific purposes.

For a more detailed review of changes in fund balances, see the statement of revenues, expenditures and changes in
fund balances on Page 18.

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

Unrestricted net assets in the Sewer Authority at the end of the fiscal year amount to $4,816,239, an increase of
$247,645. Net assets in the Water Supply decreased by $49,258 to a total of $3,156,111. The Ice Rink finished the
year with unrestricted net assets of $377,382, which was a decline in value of $539,955 due to major capital
improvements. The School Lunch Program recognized a decrease in unrestricted net assets by $41,128.

General Fund Budgetary Highlights
For the year ended June 30, 2012, the General Fund revenues and transfers were over budget projections by $731,602,

or 1.1%. General Fund expenditures were over budget by $18,134, or 0.03%. This resulted in a $713,468 budgetary
surplus in the General Fund for the year ended June 30,2012. See details on Pages 72 through 75.
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Revenues:

General property taxes - were over budget by $516,155 due to increased collection methods of delinquent tax
collections during the operating year.

Intergovernmental revenues - were over budget by $415,115 due to a conservative position taken for state aid
revenues.

License, fees and permits - were over budget by $384,967 due to an unanticipated increase in building permit fees and
recording fees collected.

Other funding sources - were under budget by $601,505 due to the availability of other revenue sources and the lack of
need to transfer amounts from other funds.

Expenditures:

Public Safety - was over budget by $163,186 due to covering long-term vacancies.

Public Works — was under budget by $263,398 due to unfilled positions and a mild winter season.

Town Miscellaneous - was under budget by $552,479 due to unfilled positions and the new recording methods.
Municipal Capital Improvements — was under budget by $181,827 due to project time constraints.

The Town of Smithfield's Capital Assets

The Town of Smithfield's investment in capital assets for its governmental and business-type activities as of June 30,
2012 amounts to $56,486,662 (net of accumulated depreciation). The investment in capital assets includes land,

buildings, improvements, machinery and equipment, park facilities, infrastructure, and construction in progress.

TOWN OF SMITHFIELD, RHODE ISLAND
Capital Assets (Net of Accumulated Depreciation)

Governmental Business-Type
Activities Activities Total
2012 2011 2012 2011 2012 2011
Land $13,729,999  $13,633,658 $ 485,688 $ 485,688 $14,215,687  $14,119,346
Construction in progress 104,175 772,123 186,849 - 291,024 772,123
Land improvements - 10,340 13,176 10,340 13,176
Plant and buildings 12,459,433 12,879,916 2,382,375 2,223,708 14,841,808 15,103,624
Equipment 951,799 1,101,880 6,424,398 6,656,655 7,376,197 7,758,535
Motor vehicles 1,578,303 1,439,054 14,928 23,458 1,593,231 1,462,512
Infrastructure 10,275,066 9,972,884 7,883,309 8,319,976 18,158,375 18,292,860
Total $39,098,775 $39,799,515 $17,387,887  $17,722,661 $56,486,662  $57,522,176

Additional information on the Town of Smithfield's capital assets is located in "Note 5" of the notes to the financial
statements on Pages 43 and 44.
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The Town of Smithfield's Debt Administration

At the end of the current fiscal year, the Town of Smithfield's Governmental Activities had a total bonded debt of
$17,330,000. Of this amount, 100% comprises bonded debt backed by the full faith and credit of the government. The
following is a summary of the Town's long-term debt.

TOWN OF SMITHFIELD, RHODE ISLAND
Bond and Note Obligations

Governmental Business-Type
Activities Activities Total
2012 2011 2012 2011 2012 2011
Bonds payable $ 17330000 §$ 13,170,000 $ - § - $17,330,000 $ 13,170,000
Lease participation certificates $ 908,105 1,768978  $ - - 908,105 1,768,978
Notes payable $ - - § 5138101 1,225,000 5,138,101 1,225,000
Total $ 18238,105 $ 14938978 § 5,138,101 § 1,225000 $23,376206 § 16,163,978

Note 7, Pages 45 through 48 provides additional information on the Town’s long-term debt obligations.

The Town's general obligation bond rating as assigned by Moody's Investors Service in 2012 is Aa2 and AA by S&P.
The State of Rhode Island imposes a limit of 3 percent of the fair value of all taxable Town property on the general
obligation debt that a municipality can issue. The Town of Smithfield's limit is $80,710,860 at year-end. The Town's
outstanding general obligation debt is $17,330,000 at year-end, of which none is subject to the legal debt margin. See
Schedule 12 on Page 110 (Statistical Section) for a further explanation of debt subject to the margin.

EMPLOYMENT

Since Smithfield is easily accessed via Interstate 295 and U.S. Route 44 and is strategically located 50 minutes from
Boston and 10 minutes from Providence most employment opportunities extend outside the Town. The principle
employers are the Fidelity Investments, Town of Smithfield and Bryant University.

HOUSING

At the end of October 2012 the median sale price for single family homes in Smithfield was $264,000 and the median
price of all sales was $241,000.

12



TOWN OF SMITHFIELD, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2012
(Un-audited)

POPULATION

In 2010 Smithfield was ranked 17" in population among the thirty-nine cities and towns in Rhode Island. Based on the
U.S. Bureau of Census, Smithfield experienced a moderate increase in populations from 1970 through 2010.

Population in the Town from 1950 to 2010 was as follows:

Years Population

1950 6,690

1960 9,442

1970 13,468
1980 16,886
1990 19,163
2000 20,613
2010 21,430

Economic Factors and Next Year's Budgets and Rates

th
Smithfield is known as the Apple Valley for orchards. In the 20 century, the Town transformed into a suburban
community with a solid industrial and commercial base. Residential accounts for 65.72% of the tax base while
commercial and industrial account for 24.91 % of the tax base.

The Town of Smithfield's total general fund budget for fiscal year 2013 amounts to $62,048,443 which reflects an
increase of $105,956 or 0.17% above the fiscal year 2012 budget of $61,942,487. Of the Town's 2013 budget,
$32,581,004, or 53% is budgeted for education expenditures.

The State of Rhode Island is budgeted to contribute $4,989,855 to the Town's education department based on State Aid
in fiscal 2013.

The Town's tax rate for fiscal year 2013 is $16.02 per $1,000 of assessed value with 47% allocated for general
government and 53% allocated for education. For fiscal year 2012 the Town's tax rate was $15.85 per $1,000 of
assessed value with 47% allocated for general government and 53% allocated for education.

Request for Information

The financial report is designed to provide our citizens, taxpayers and creditors with a general overview of the Town's
finances and to show the Town's accountability for the tax dollars received. If you have questions about this report or

need additional financial information, contact the Finance Director's Office, Town of Smithfield, 64 Farnum Pike,
Smithfield, RI 02917.

/Z/%

Randy R. Rossi
Finance Director
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TOWN OF SMITHFIELD

BASIC FINANCIAL STATEMENTS




ASSETS:
Current Assets:
Cash and cash equivalents
Cash on deposit with funding agency
Investments
Accounts receivable
Internal balances
Due from federal and state governments
Inventory
Prepaids
Total Current Assets

Noncurrent Assets:
Assessment fees
Deferred charges - refunding
Deferred charges - bond issuance
Capital assets not being depreciated

Capital assets, net of accumulated depreciation

Total Noncurrent Assels

TOTAL ASSETS

LIABILITIES:

Current Liabilities:
Accounts payable and accrued expenses
Due to federal and state governments
Uneamed revenue
Current portion of compensated absences
Current portion of bonds

Total Current Liabilities

Noncurrent Liabilities:
Compensated absences
Net pension and OPEB obligations
General obligation bonds, net
Total Noncurrent Liabilities

TOTAL LIABILITIES

NET ASSETS:

Invested in capital assets net of related debt

Unrestricted

TOTAL NET ASSETS

JOWN OF SMITHEIELD, BRHODE ISLAND
Statement of Net Assels
June 30, 2012
Governmental Business-type
Activities Activities Total

$ 20,252,386 $ 7,754,428 $ 28,006,814
- 3,735,953 3,735,953
2,897,608 - 2,897,608
4,227,715 446,844 4,674,559

1,852,779 (1,852,779) -
748,974 9,114 758,088
- 29,294 29,294
72,363 - 72,363
30,051,825 10,122,854 40,174,679
- 679,582 679,582
151,399 - 151,399
71,402 142,550 213,952
13,834,174 672,537 14,506,711
25,264,601 16,715,350 41,979,951
39,321,576 18,210,019 57,531,595
69,373,401 28,332,873 97,706,274
2,924,603 253,070 3,177,673
13,393 - 13,393
440,846 768,910 1,209,756
250,000 35,000 285,000
2,088,105 89,000 2,177,105
5,716,947 1,145,980 6,862,927
4,057,854 58,053 4,115,907
8,893,653 - 8,893,653
16,150,000 5,049,101 21,199,101
29,101,507 5,107,154 34,208,661
34,818,454 6,253,134 41,071,588
20,860,670 16,128,289 36,988,959
13,694,277 5,951,450 19,645,727
$ 34,554,947 $ 22,079,739 $ 56,634,686

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

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

For the Year Ended June 30, 2012

School Other Total
General Unrestricted Governmental Governmental
Fund Fund Funds Funds
REVENUES:
General property taxes $ 49,180,933 $ 49,180,933
Intergovernmental 2,142,210 $ 4962114 $§ 2,092,386 9,196,710
Licenses, fees, fines, charges, and assessments 850,120 - 1,384,104 2,234,224
Investment income (loss) 369,001 - 8,648 377,649
Contributions - - 77,199 77,199
State on behalf pension contribution - 1,431,474 - 1,431,474
Other miscellaneous 87,829 360,844 - 448,673
TOTAL REVENUES 52,630,093 6,754,432 3,562,337 62,946,862
EXPENDITURES:
Current:
General government 2,451,544 2,451,544
Public safety 9,201,552 304,190 9,505,742
Public works 2,999,330 2,999,330
Public health and assistance 7,450 7,450
Libraries 1,187,734 1,187,734
Education - 33,637,287 993,107 34,630,394
Recreation, Senior and Neighborhood Center 739,641 58,743 798,384
Miscellaneous 7,790,250 334,331 8,124,581
Debt Service:
Principal 3,470,000 3,470,000
Interest and other costs 633,336 4,376 637,712
Capital: -
Capital expenditures 538,403 318,792 1,186,594 2,043,789
TOTAL EXPENDITURES 29,019,240 33,956,079 2,881,341 65,856,660
EXCESS OF REVENUES OVER (UNDER) EXPENDITURES
BEFORE OTHER FINANCING SOURCES (USES) 23,610,853 (27,201,647) 680,996 (2,909,798)
OTHER FINANCING SOURCES (USES)
Proceeds from bond issuance - - 5,000,000 5,000,000
Proceeds from refunding bond issuance 4,520,000 - - 4,520,000
Payment to refunded bond escrow agent (2,852,555) - - (2,852,555)
Transfers in 2,779,995 27,264,432 479,811 30,524,238
Transfers out (27,742,032) - (1,309,206) (29,051,238)
TOTAL OTHER FINANCING SOURCES (USES) (23,294,592) 27,264,432 4,170,605 8,140,445
NET CHANGE IN FUND BALANCES 316,261 62,785 4,851,601 5,230,647
FUND BALANCE BEGINNING OF YEAR 16,063,114 2,958,141 1,129,212 20,150,467
FUND BALANCE AT END OF YEAR $ 16,379,375 $ 3,020,926 $ 5,980,813 $ 25,381,114

THE NOTES TO THE FINANCIAL STATEMENTS ARE AN INTEGRAL PART OF THIS STATEMENT.
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Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances

of Governmental Funds (Exhibit B-2) to the Statement of Activities (Exhibit A-2)
Year Ended June 30, 2012

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

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

Proceeds from issuance of long-term debt are reported as other financing sources in the fund statements
but are not reported on the statement of activities in the government-wide statements.

Amounts paid to refunding bond escrow agent are reported as other financing uses in the fund statements
but are not reported on the statement of activities in the government-wide statements.

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

Increase in the Net OPEB Obligation is reported as an expense for governmental activities but is not
reported as an expenditure in the fund financial statements until it is paid with measurable and
available resources. This is the increase in the Net OPEB Obligation for fiscal 2012.

Increase in the Net Pension Obligation is reported as an expense for governmental activities but is not
reported as an expenditure in the fund financial statements until it is paid with measurable and
available resources. This is the increase in the Net Pension Obligation for fiscal 2012.

Governmental funds report debt issuance costs and premiums on debt financing when they
occur. The Statement of Activities amortizes these costs over the life of the obligations. This is the net
amount of the amortization of bond discounts, premiums, and issuance costs.

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

Accrued interest on long-term debt obligations is reported in the governmental activities but is not

reported in the government fund statements. This is the increase in accrued interest expense in fiscal 2012.

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.

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

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

5,230,647

(700,740)

(9,520,000)

2,852,555

3,520,873

(2,498,932)

(1,713,223)

731

374,939

(72,289)

(603,946)

(3,129,385)
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IOWN OF SMITHFIELD, RHODE ISLAND.

Statement of Fiduciary Net Assets

Fiduciary Funds
June 30, 2012
Police Fire
Pension Pension Agency
Trust Fund Trust Fund Funds

ASSETS
Cash and cash equivalents $ 359,307
Other receivables $ 73,966 1,275
Investments, at fair value:

Annuity contracts $ 2,249,528 1,217,112

Indexed stock fund 974,580 6,699,867

Diversified stock fund 927,679 6,059,874

Total investments 4,151,787 13,976,853 -

Other receivables

TOTAL ASSETS 4,151,787 14,050,819 360,582
LIABILITIES
Deposits held in custody for others 360,582
Other payables and accrued expenses -

TOTAL LIABILITIES - - 360,582
NET ASSETS
Funds held in trust $ 4,151,787 $ 14,050,819 $ -

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

Statement of Changes in Fiduciary Net Assets

Fiduciary Funds
For the year ended June 30, 2012

ADDITIONS:
Contributions
Employee contributions
Employer contributions
Total contributions

Investment earnings:
Net increase (decrease) in fair value of investments
Interest and dividends
Total investment earnings
Total additions

DEDUCTIONS:
Benefits paid
Operating expenses
TOTAL DEDUCTIONS
CHANGE IN NET ASSETS
NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

Police Fire

Pension Pension
Trust Fund Trust Fund
$ 225,804
$ 1,048,000 553,221
1,048,000 779,025
202,051 849,800
84,362 136,702
286,413 986,502
1,334,413 1,765,627
1,668,953 943,993
38,428 77,394
1,707,381 1,021,387
(372,968) 744,140
4,524,755 13,306,679
$ 4,151,787 $ 14,050,819

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

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Town complies with generally accepted accounting principles (GAAP). GAAP includes all
relevant Governmental Accounting Standards Board (GASB) pronouncements. Private-sector standards
of accounting and financial reporting issued prior to December 1, 1989, generally are followed in both
the government-wide and proprietary fund financial statements to the extent that those standards do not
confiict 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 Smithfield was settied in 1636 and later incorporated as a Town in 1730. The Town
is a municipal corporation governed by a Council/Town Manager form of government with a five-member
Town Council headed by a Council President.

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

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

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

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

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

Greenville Public Library

East Smithfield Public Library
East Smithfield Neighborhood Center

Although the Smithfield Public Schools meets certain criteria of the tests listed above, it is not
deemed to have a separate legal status apart from the Town. As a result, the financial data of the
Smithfield Public Schools has been included in the Governmental Funds within the Town’s financial
statements. The other entities noted above did not meet the criteria to be reported as component units
and as such are omitted from these financial statements.

(CONTINUED)
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TOWN OF SMITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

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

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

Fund Financial Statements

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

(a) Total assets, liabilities, revenues, or expenditures/expenses of that individual
governmental or enterprise fund are at least 10 percent of the corresponding total
for all funds of that category or type,

and

(b) Total assets, liabilities, revenues, or expenditures/expenses of the individual
governmental fund or enterprise fund are at least 5 percent of the corresponding
total for all governmental and enterprise funds combined.

The funds of the financial reporting entity are described below:

Governmential 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 committed or restricted to expenditures for specific purposes other than debt service or capital
projects.

(CONTINUED)
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TOWN OF SMITHFIELD, BHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

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 Enterprise and
internal Service Funds. The Town currently maintains four enterprise funds and no internal service funds.

Fiduciary Funds (Not included in government wide statements)

Agency Funds

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

- Pupil Activity Fund
- Probate Court Fund
- Street Lighting Fund
- Soil Erosion 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 two private-purpose
trust funds, Police Pension Trust Fund and Fire Pension Trust Fund. These funds are
used to account for the activity and balances of funds restricted for the future retirement
benefits of public safety personnel.

(CONTINUED)
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TOWN OF SMITHEIELD, RHODE ISLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Major and Non-Major Funds

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

Fund

Major:
General Fund:

Special Revenue Funds:

School Unrestricted Fund

Proprietary Funds:

Sewer Authority

Water Supply Board

Smithfield Ice Rink

School Cafeteria

Brief Description

See above for description

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

Accounts for the overseeing of the sewer
operations of the Town of Smithfield including
the administration of the ten-year contract with
Veolia Water, Inc. operations of the regional
wastewater treatment facility.

Responsible for supplying water service for
approximately one-third of the Town, and
additionally a certain area in the Town of North
Providence.

Accounts for the operations of the public ice rink
which is owned and operated by the Town. This
fund did not meet the criteria for reporting as
a major fund however, management elected
to present the fund as a major fund.

Accounts for the operation of the school
breakfast and lunch program of the Smithfield
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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JOWN OF SMITHFIELD, BHODE ISLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2012

1.

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

School Restricted Funds, Active Shooter
Training Fund, Animal Control Fund, Animal
Control Spay/Neuter, Builletproof Vest Grant,
Byrne Grant, Police Restricted Revenue, CDBG,
Document Preservation & Tech Upgrades, EMA
Radio, Energy Conservation Block Grant, Fire
Prevention, Historical Records, Municipal
Contingency Escrow, Operation Blue Riptide,
Police Confiscated Funds, Tri-Town lil Police
Grant, FDA Tobacco Compliance, Wal-mart
Grant, Retirement Escrow, Revaluation Escrow,
RIDOH Alcohol Grant, RIDOH Tobacco Grant,
RIDOT Children Passenger Safety, RIDOT Click
it or Ticket, Scholarship Fund, Senior Center
Grant, Smithfield Fire Rescue, Senior Center
Memorial Donations, Police Memorial Fund,
General Public Assistance, Senior Center
Expansion Donations, and Tri-Town | Police
Grant.

Mann School Road Drainage, Fanning Lane
Road Construction, Green Acres Acquisition
Fund, Highway Drainage, Smithfield Historic
Landmark, Impact fees, Land Acquisition-Open
Space Bond, Log Road Fund, Middle School
Additions, Open Space & Recreation Area,
Police Equipment, Road Resurfacing 2007,
Esmond Street Enhancement, Water District
Improvement Fee, Handicap Accessibility,
Special Projects Fund, Capital Reserve Fund,
Land Trust, and Salt Barn Property.

Cemetery Fund

(CONTINUED)
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TOWN OF SMITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Measurement Focus

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

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

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

(b) The proprietary funds and 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 eamed 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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TOWN OF SMITHFIELD, BHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

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, Liabilities, and Fund Equity

Cash

Cash and cash equivalents are carried at cost. Cash equivalents include amounts
invested in certificate of deposits as management believes that these certificates can be
accessed at any point in time. 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 $250,000 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 in
accordance with GASB No. 31.

Accounts Receivable

In the government-wide statements, receivables consist of all revenues earned at
year-end and not yet received. Major receivable balances for the governmental activities include
property taxes (92% of balance) and intergovernmental receivables. 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 coliected within 60 days of year-end and grants and
other similar intergovernmental revenues since they are usually both measurable and available.
Non-exchange transactions earned/measurable 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)

32



TOWN OF SMITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assets, Liabilities, and Fund Equity (Continued)

Property Taxes

Real and personal property taxes are based on values assessed as of each December
31 (lien date) and attach as an enforceable lien on property as of July 1 (levy date). Taxes are
due in equal quarterly instaliments on September 1-30th, December 1-31%, March 1-31%; and
June 1-30™ following the levy date. The taxpayer may elect to pay the taxes in full or pay
quarterly as noted above. 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 dating back to
September 30th. 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 refiect current
appropriated resources and, as such is reported as nonspendable fund balance.

Property, Plant and Equipment

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

Government-Wide Statements

In the government-wide financial statements, long-lived assets are accounted for
as capital assets. All capital assets are valued at historical cost, or estimated historical
cost if actual is unavailable, except for donated capital assets, which are recorded at their
estimated fair value at the date of donation. The Town established a capitalization
threshold of $10,000 for an individual item with a useful life in excess of one year.

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

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

is as follows:
Buildings and improvements 3- 60years
Land improvements 10 - 15 years
Equipment 3 - 60 years
Sewer lines and treatment & pumping 5 — 60 years
Vehicles 5- 15 years
Infrastructure 15— 65 years

(CONTINUED)

33



TOWN OF SMITHFIELD, BHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assets, Liabilities, 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 taxes receivables which are assessed on December 31, 2010 and prior and are
not collected within 60 days of June 30, 2012. Net deferred taxes included in the fund financial

statements were $1,546,230 at June 30, 2012.

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.

Fund Balance Transactions

The re-appropriation of prior year's unexpended balances for certain accounts in the
General Fund is reported as a transfer of fund balance in the current year for budgetary

purposes.

(CONTINUED)

34



TOWN OF SMITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Equity Classifications

Government-Wide Statements

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

(@

(b)

(c)

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.

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

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

Fund Financial Statements

Governmental fund equity is classified as fund balance. In accordance with GASB

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

Nonspendable Fund Balance — includes the amount of fund balance that cannot be spent
because it is either (a) not in spendable form or (b) legally or contractually required to be
maintained intact. “Not in spendable form” includes items that are not expected to be
converted to cash within one year.

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

Committed Fund Balance — includes amounts that can be used only for the specific
purposes pursuant to constraints imposed by formal action of the government’s highest
level of decision-making authority. Those committed amounts cannot be used for any other
purpose unless the government removes or changes the specified use by taking the same
type of action it employed to previously commit those amounts. The Town Council is the
highest level of decision-making authority and utilizes Town Ordinances as a formal
procedure to commit fund balance. In addition, the passage of the budget by the taxpayers
at the annual financial Town meeting is considered the commitment of funds for the line
items included in the fiscal budget.

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

(CONTINUED)

35



TOWN OF SMITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Financial Statements (Continued)
Unassigned Fund Balance — is the residual classification for the General Fund. This
classification represents fund balance that has not been assigned to other funds and that has not
been restricted, committed, or assigned to specific purposes within the General Fund. The
unassigned fund balance may also include negative balances for any governmental funds if the
expenditures exceed amounts restricted, committed or assigned for specific purposes.

Application of Funds

Expenditures may be incurred for purposes for which both restricted and unrestricted
(committed, assigned or unassigned) amounts are available. Composition of the ending fund
balance will be determined by applying the following: In those instances where restricted and
unrestricted amounts are available, restricted amounts will be considered to have been spent first
[as allowed and in compliance with stated and specified terms or requirements], followed by
committed amounts, followed by assigned amounts, and then unassigned amounts.

Minimum Fund Balance

Per the Town’s Home Rule Charter: “After each fiscal year, to the extent that the
undesignated fund balance exceeds five percent (5%) of the subsequent fiscal year
appropriations, commencing with fiscal year 2001, sixty-six and two-thirds percent (66 2/3%) of
the excess amount in the undesignated fund balance shall be transferred to the Capital Reserve
Funds and thirty three and one-third percent (33 1/3%) of the excess amount in the undesignated
fund balance shall be transferred to the Land Trust Fund.” Due to the fact that this minimum fund
balance policy is part of the Town's Home Rule Charter, the amount calculated at year-end is
reported as restricted fund balance in the Town’s General Fund.

It is anticipated that this is a level sufficient to provide for the required resources to
ensure short-term cash availability when revenue is unavailable or unanticipated expenditures
(including emergencies) occur. If the unassigned fund balance falls below the minimum
parameter, the Town Council will adopt a plan and a time frame in which to bring the unassigned
fund balance into compliance with the Town’s Home Rule Charter.

Compensated Absences

It is the policy of the Town to permit employees to accumulate a limited amount of earned
but unused vacation and sick leave benefits, which will be paid to the employee upon separation
from Town service. Compensated absences that are expected to be liquidated with expendable
available financial resources are reported as expenditure and a fund liability of the governmental
fund that will pay it. Amounts not expected to be liquidated with expendable available resources
are reported as long-term debt in the government-wide financial statements. Long-term debt and
other obligations financed by the proprietary funds are reported as liabilities in the appropriate
funds.

Use of Estimates

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

(CONTINUED)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Reconciliation 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
$22,545,959 are as follows:

Bonds and lease purchase obligations..................... $18,238,105
Compensated absences.........ccvvmieiineneeecieeneinnnns 4,307,854
TOLAL ...ttt $22,545,959

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 ($700,740) difference are as follows:

Capital outlays .....c.ccermeicriiinniniineeees $1,745,326
Depreciation expense........ccuvcriiinveeercinencnrncennns (2,446.066)
Netadjustment...................ccccvvviviinimnrimnninneenens ($_700,740)

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 ($603,946) are as follows:

Compensated absences at beginning of year.......... $3,703,908
Compensated absences at end of year... ................ (4,307.854)
Net adjustment................c.oeiviniennnernnnnsenen, ($_603,946)

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 $374,939 difference are as follows:

Net deferred tax revenue - ending........ccoeeeeimmreniins $1,546,230
Net deferred tax revenue — beginning .......cc.cccoeueeuee (1.171.291)
Net adjustment (increase net asset).......ccoceveriennene $ 374,939

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

Recently Issued Accounting Standards

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

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

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

The following are recently issued governmental accounting standards which will be applicable in

future years:
L ]

GASB Statement No. 60 — Accounting and Financial Reporting for Service Concession
Arrangements, effective for the fiscal year ending June 30, 2013.

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

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

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

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

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

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

The impact of these pronouncements on the Town’s financial statements has not been

determined.

BUDGETARY PROCESS

The Town Council conducts a hearing on the proposed budget submitted by the Town Manager
in May of each year based upon requests submitted by Town departments and municipally supported
agencies. The Council then makes modifications and its recommended budget is placed before the
Financial Town Meeting.

(CONTINUED)
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BUDGETARY PROCESS (Continued)

The Financial Town meeting of the Town of Smithfield, Rhode Island is held annually in June.
Eligible Smithfield residents, who must be registered voters, determine the tax levy for the coming fiscal
year as the result of their vote upon the proposed municipal budget. Each activity of the budget may be
debated and voted upon. Increases in the Council-recommended budget require an 80% favorable vote
(commonly referred to as the “80% Rule”) to open discussion. Following discussion, a simple majority is
required for approval. Budget reductions require a simple majority to discuss or authorize.

The Town Moderator, who is appointed by the Council, conducts the Financial Town Meeting. The
Town Council sits as the Budget Committee, and responds to questions along with the Town Manager
and staff regarding the recommended municipal budget. The moderator conducts the meeting, ensures
that the Rules of Order are enforced, and provides adequate opportunity for discussion upon each issue.
Based on state statutes, the School Committee is authorized to spend funds up to the total amount
appropriated for the Unrestricted Fund, which is considered the fund level. 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.

Town ordinances require an annual budget for the General Fund. The practices used in the
preparation of budget differ in certain respects from the presentation of the actual results of operations
prepared in accordance with GAAP. The actual results of operations, for purposes of the Statement of
Revenues, Expenditures and Changes in Fund Balance — Budget and Actual on Budgetary Basis —
General Fund has been adjusted to basis consistent with the Town’s budget. Certain annual
appropriations are carried over to next year's budget. There were $3,607,361 of supplemental budgetary
appropriations (RUBS) made during the fiscal year ended June 30, 2012. RUBS available at June 30,
2012 to be carried over to fiscal 2013 totaled $3,936,197.

Amendments to operating budgets that do not result in additional appropriations may be made
within departments by means of a transfer. The Finance Director has authority to make or approve such
transfers within departments. The Town Council has the authority to amend the budget. Management
must seek approval of the Town Council for all over-expended appropriations.

The adjustments necessary to reconcile actual revenues and expenditures reported on a
budgetary basis of accounting to revenue and expenditures reported in accordance with generally
accepted accounting principles are as follows for the General Fund and the School Unrestricted Fund:

Revenues & Expenditures &
Transfers Transfers

General Fund:
Statement of Revenues, Expenditures, and Changes

in Fund Balances (Exhibit B-2).................ccccocvuvvuennne. $59,930,088 $59,613,827
Less activity related to bond issuance and bond refunding

that are not reported for budget purposes...........cccevvvennenne (4,520,000) (4,520,000)
Add use of appropriated fund balance and RUBS................ 4,457,361 0
Add RUBS available for carryover to fiscal 2013.................. 0 3,936,197
Add School Unrestricted amounts budgeted in General

Fund but not reported for GAAP purposes...........ceceevieeunn. 5,322,958 5,322,958
Less activity related to Inspection Fees Fund, Review Fees

Fund, and Post Employment Escrow Fund not budgeted .. (23.957) 100,000
Schedule of Revenues, Expenditures and Changes

in Fund Balance — Budgetary Basis (RSI-1)................... $65,166,450 $64.452,982

(CONTINUED)
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BUDGETARY PROCESS (Continued)

Revenues & Expenditures &
Transfers Transfers

School Unrestricted Fund:
Statement of Revenues, Expenditures, and Changes

in Fund Balances (Exhibit B-2)......................cccoereuennen. $34,018,864 $33,956,079
Add use of prior year fund balance.........cccoveeeeniriieiinnnee. 656,738 0
Less amount of State on Behalf Pension Contributions

reported for GAAP but not part of annual budget............... (1,431,474) (1.431.474)
Schedule of Revenues, Expenditures and Changes

in Fund Balance — Budgetary Basis (RSI-2)................... $33,244,128 $32,5624,605
CASH AND INVESTMENTS

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

Deposits

The carrying amount of the Town's cash and cash equivalents at June 30, 2012 was $28,366,121
(including Fiduciary Funds) while the bank balance was $29,157,963. Of the bank balance, $29,157,963
was covered by federal depository insurance.

Investments

At June 30, 2012 the Town's investments totaled $21,026,248 (including those held in Fiduciary
Funds) and consisted of the following:

Fair Interest
Value Rate Maturity Rating
Annuity contracts ........ccevievenienieninninnes $ 3,466,640 n/a n/a not rated
index stock mutual fund..........ccccvevnennnnes 7,674,447 n/a n/a not rated
Diversified stock mutual fund............ceoee. 6,987,553 n/a n/a not rated
Municipal tax exempt bonds........c.cceeueenenee. 451,380 4.25-5.0% 10/2012-7/2032  AA1
Municipal tax exempt bonds...........ccoeenceaes 752,108 3.5-5.25% 9/2012-12/2023  AA3
Municipal tax exempt bonds........c.ccoeeeeeies 150,465 1.125% 4/2013 AA2
Municipal tax exempt bonds............cceceeuene 624,226 4.75-5.0%  6/2013-1/2021 Al
Municipal tax exempt bonds...........ccceeeenes 919429 1.0-5.0% 10/2012-6/2013 not rated
Total investments.............................. $21.026,248

(CONTINUED)

40



TOWN OF SWITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

CASH AND INVESTMENTS (Continued)
Investments (Continued)

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

Interest Rate Risk

interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Generally, the longer the maturity of an investment the greater the sensitivity of its fair
value to changes in market interest rates. The Town limits its exposure to fair value losses arising from
changes in interest rates by structuring the investment portfolio so that securities mature to meet cash
requirements for ongoing operations, thereby avoiding the need to sell securities on the open market prior
to maturity. The Town invests operating funds primarily in shorter-term securities, money market funds,
or similar investment pools although the Town does not have a formal policy relating to a specific
investment related risk.

Concentration of Credit Risk

The Town’s policy is to maintain a diversified portfolio to minimize the risk of loss resulting from
an over concentration of assets in a specific industry and a specific maturity.

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 Town places deposits in financial institutions that are FDIC insured up to $250,000,
rated "well capitalized" on its most recent audited financial statement/SEC filings if deposits exceed
$250,000, 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
uninsured deposits greater than $250,000 are collateralized.

Credit Risk

Generally credit risk is the risk that an issuer of a debt type investment will not fulfill its obligation
to the holder of the investment. This is measured by assignment of a rating by a nationally recognized
rating organization. U.S. Government securities or obligations explicitly guaranteed by the U.S.
Government are not considered to have credit risk exposure. At June 30, 2012 the Town’s investments
in tax exempt municipal obligations totaled $2,897,608 and are subject to credit risk of the municipality.

(CONTINUED)
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PROPERTY TAXES AND ASSESSMENTS RECEIVABLE

The Town assesses taxes each December 31* and the levy thereon may be paid in full on or
before September 30", or quarterly, on or before September 30", December 31%, March 31%, and June
30™, without penalty, at the taxpayer's option.

During the year ended June 30, 2012, the Town received $274,622 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 several years the program has been reduced to a maximum exemption of $6,000 as
of June 30, 2007 in accordance with legisiation 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 $39.00 which was the rate in fiscal
year 1997-1998. The exemption remained at $6,000 per vehicle for the 2007-2008 and 2008-2009 fiscal
years. During fiscal 2010 the State reduced the reimbursement amount for the 3" and 4™ quarters of the
fiscal year. Effective July 1, 2010 the State reduced the exemption amount to $500 per vehicle however
the Town was required to maintain the rate frozen at $39.00.

The State of Rhode Island has also passed legislation to phase-out wholesale and retail inventory
tax over a ten-year period effective July 1, 1999. The phase-out of this tax was supposed to be
supplemented through an increase in General Revenue Sharing (GRS). The GRS was supposed to be
increased from the 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, 2007, 2008, or 2009 fiscal years. In fiscal 2004, 2.7% of total State tax revenues were earmarked
for GRS to cities and towns. In fiscal 2005 an additional $1 million was added to the total GRS to cities
and towns rather than the planned increase to 3% of the State tax revenues. In fiscal 2006 GRS was
increased to 3% of the State tax revenues. In Fiscal 2007 GRS was increased by $137,875 and then cut
by $10,000,000 in fiscal 2008. During the 2009 fiscal year GRS was cut by another $25,111,876 through
the final adopted supplemental State budget. In fiscal 2010 the Governor's budget eliminated all GRS to
Cities and Towns resulting in a loss of over $25,000,000 to local communities.

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 2012 were based on a net assessed value of
approximately $2,690,360,200 at December 31, 2010 and amounted to approximately $49,357,200.
Collections through June 30, 2012 amounted to approximately $45,733,515, which represents
approximately 92.0% of the total tax levy. The collection percentage as of August 31, 2012 including the
60 day rule receipts was approximately 97.3%.

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, 2012 ($7,545,094) are recorded as a receivable, net of an
allowance for uncollectible property taxes of $3,667,062. Those net property taxes receivable which were
not collected within the 60 days immediately following June 30, 2012 are recorded as deferred revenue
and amounted to $1,546,230 at June 30, 2012. Property taxes recognized as revenue on the Fund
statements for the fiscal year ended June 30, 2012 (due to their collection within the 60 days immediately
following June 30, 2012) amounted to $2,331,802.

The allowance for uncollectible accounts is based on that portion of current and delinquent taxes
receivable which is estimated to be doubtful of collection. This provision does not constitute an
abandonment of claim or cessation of collection efforts.

(CONTINUED)
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CAPITAL ASSETS

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

Balances Retirements &  Balances
71/11 Additions Disposals 6/30/12
Governmental Activity:
Nondepreciable Assets:
Land and improvements ............ccecceeee. $ 13,633,658 $ 96,341 $ 13,729,999
Construction in progress.........ccceveeeeeens 772,123 100,375 $ 768,323 104,175
Depreciable Assets:
Buildings and improvements................. 25,439,209 255,491 0 25,694,700
Equipment.....c.ccccviiniiiimninniecinnee 3,561,066 184,271 60,529 3,684,808
VENICIES «.cevvieveiierreteeeieee et 5,945,446 655,239 263,695 6,336,990
Infrastructure.........ccccveeeeereninnneieneneennnas 76,771,939 1,221,932 0 77,993,871
Total cost..........ccooveeeeveeuniiinniininnnnnns 126,123.441 2,513,649 1,092,547 127,544,543
Accumulated Depreciation:
Building and improvements .................... (12,559,293) (675,974) 0 (13,235,267)
EQUIPMENt.....cccerreeiciiirriereene e (2,459,186) (334,352) (60,529) (2,733,009)
VEhICIES ...ttt (4,506,392) (515,990) (263,695 (4,758,687)
INFraStrUCIUNE. ......coveeeveerreceeeceecernraeinnes (66,799,055) (919.750) 0 (67,718,805)
Total accumulated depreciation...... (86,323,926) (2,446.066) (324,224) (88.445.768)
Net capital assets .............c.oceue.... $ 39,799,515 $ 67,583 $ 768323 _ $39,008775

Depreciation expense for the year ended June 30, 2012 was charged to the following

functions/programs of the Town:

Governmental Activities:
General government.........ccoceeeeenienncene
EdUCAtION .ccuvveieiereereecreerenreresecseseranes
Public safety ..cccoocevvreiniiiniineenciinnneens
PUbliC WOrKS....ccvvvviirieeereeeereeeneereecncscenens

$ 650,710
237,564
620,072
905,166

32,554

$ 2,446.066

(CONTINUED)
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CAPITAL ASSETS (Continued)
Balances Retirements &  Balances
7/4/11 Additions Disposals 6/30/12
Business- type Activities:
Nondepreciable Assets:
Land......ccoveiereeercieece et $ 485,688 $ 485,688
Construction in progress..........c.ccoeueee.e 0 $ 186,849 186,849
Depreciable Assets:
Land improvements .........cccccoevereeciencen. 87,129 0 87,129
Plant and Buildings.........cccceeveevvenieeneen. 10,845,667 586,559 11,432,226
Equipment..........ccooveverevrinrneereeceninne 9,999,366 104,811 10,104,177
Infrastructure — mains, lines, etc........... 21,213,217 108,010 21,321,227
Motor vehicles.........c.cccvvveerernrerrereceennenns 154,349 0 154,349
Total COSL.............coovevuiveecrecnirineanane 42,785,416 986.229 0 43,771,645
Accumulated Depreciation:
Land improvements ..........cccccceieerinneeeee. (73,953) (2,836) (76,789)
Plant and Buildings.......cccccooeeeeeicinnnnen. (8,621,959) (427,892) (9,049,851)
Equipment..........ccovveerieenieinnienceneneee (3,342,711) (337,068) (3,679,779)
Infrastructure — mains, lines, efc............. (12,893,241) (544,677) (13,437,918)
Motor vehicles..........ccceveveeeereniesiennnen. (130.891) (8,530) (139,421)
Total accumulated depreciation...... (25,062,755) (1,321,003) 0 (26.383,758)
Net capital assets ..............cccooueneueee $17,722,661 $(334,774) (0] $17,387,887

Depreciation expense for the year ended June 30, 2012 was charged to the following Business-

type Activities:
Business-type Activities:
Sewer AUthOTtY ..c.ccoocercieeciieceecerceees $1,132,863
Water Supply Board.........cccoeveerircecnnn. 89,688
Smithfield Ice Rink.......cccocenrecevccenennen. 93,319
School Lunch Program......ccccceeeenunneen. 5,133
Total ... $ 1,321,003

(CONTINUED)
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DUE FROM FEDERAL AND STATE GOVERNMENTS

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

Due From Due To
General Fund:
State of Rhode Island — Department of Education................. $ 20,967 $ 0
School Unrestricted Fund:
State of Rhode Island — Department of Education.................. 103,162 0
State of Rhode Island - EDS — Medicaid Funding.................. 70,915 0
Other Non-Major Governmental Funds:
State of Rhode Island — Department of Education.................. 392,063 0
State of Rhode Island — various departments ........c.ccceevuneenn. 161,867 13,393
School Cafeteria Fund:
State of Rhode Isiand .........cceeeeverccrcneminiiicnecnene e, 9,114 0
Total all fund types................cccovmcrirrvncrnrnniiiinisecnnnns $ 758,088 $ 13,393

LONG-TERM DEBT
(a) General

All of the Town’s general obligation debt (now outstanding or authorized by unissued) has been
authorized pursuant to the General Laws of the State of Rhode Island or special acts of the State Legislature.
Each special act provides for approval thereof by the electors of the Town. After referendum approval has
been secured, the borrowing must be authorized by resolution of the Town Council and adopted by a vote of
the majority.

The Rhode Island General Laws provide that no Town shall, without special statutory authority, incur
any debt which would increase its aggregate indebtedness beyond three (3%) percent of the taxable property
of the Town. Tax anticipation notes are not included in the computation of the legal debt limit. Debt may be
incurred in excess of the three percent limit with the approval of the State Director of Administration. At June
30, 2012 all of the Town’s bonds and notes outstanding or authorized but unissued are either specifically
exempt from the three percent debt limit or are within such limit.

At June 30, 2012 the three (3%) debt limit of the Town was approximately $80,710,800 based on the
net assessed value of property at December 31, 2010 of $2,690,360,200.

At June 30, 2012 the Town had a total of $6,390,000 in authorized, unissued debt consisting of the
following:

e Town Hall Renovation — Chapter 27 PL. 1987 ........ccccceueen. $ 240,000
e Sewer—Chapter 519 PL 1986 ........cccoeeiirierceccciiinienns 650,000
e Water — Chapter 32 PL 1989.......ccccecvvererircremierieiesnesneennns 3,000,000
¢ Land for School, Library and related purposes —-
Chapter 421 PL 2006 .........cccocevercrmrmininneisienienssenne 1,500,000
¢ Land for School, Library and related purposes —
Chapter 30 PL 2006 ........ccccccevervcnrrnrcrninsensessensnene 1.000.000
Total Authorized, Unissued Debit........................ $ 6.390.000
(CONTINUED)
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TOWN OF SMITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

LONG-TERM DEBT (Continued)
(d) 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 improvements:

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

2013 $ 2,088,105 $ 576,061 $ 89,000 $ 4549 $ 2,798,661
2014........uunueee. 1,380,000 546,267 256,000 83,820 2,266,087
2015 1,380,000 509,351 259,000 82,273 2,230,624
2016.cccreereennnns 1,380,000 473,871 262,000 80,316 2,196,187
2017 connnen 975,000 441,042 266,000 78,015 1,760,057
2018 - 2022...... 4,990,000 1,721,924 1,398,000 340,972 8,450,896
2023 - 2027 ...... 4,525,000 829,190 1,196,101 230,761 6,781,052
2028 - 2032...... 1,520,000 152,000 1,160,000 106,201 2,938,201
2033.....cccovrunens 0 0 252.000 3,317 255,317

Total.............. $18,238.105 $5.249,706 $5,138,101 $1,051,170 $29.677.082

FUND EQUITY BALANCES

(a) Fund Balances

As stated in Note 1, Fund Balance may be classified as one of five categories: Nonspendable,
Restricted, Committed, Assigned, or Unassigned. See Note 1 of these financial statements for definitions
of these five Fund Balance categories. The detail of the composition of Nonspendable, Restricted,
Committed, and Assigned Fund Balance follows.

At June 30, 2012 Nonspendable Fund Balance consisted of the following:

MAJOR GOVERNMENTAL FUNDS:
General Fund:
Long-term portion of note receivable from
the Greenville Public Library......c..cccecveeveceniccenceennen. $ 260,580

School Unrestricted Fund:
Prepaid expenditures.........c.cccccrciinvninnnncnninnenne $ 72363

(CONTINUED)
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TOWN OF SMITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

FUND EQUITY BALANCES (Continued)
(a) Fund Balances (Continued)

At June 30, 2012 Restricted Fund Balance consisted of the following:

MAJOR GOVERNMENTAL FUNDS:
General Fund:

Restricted for the following in accordance with the Section C-5.07
of the Home Rule Charter:

Land Trust FUNd ......ccceeecvieiviiniecnnneeecscneneneeens $ 62,335
Capital Reserve Fund........ccccceviecceeinrcrcceenncnenn, 124,671
Total General Fund.................................. $187,006

NONMAJOR GOVERNMENTAL FUNDS:
Special Revenue Funds:
Document Preservation & Technology Upgrades... $ 86,047

Public Safety Programs.........cccccveeecerencrnercrrencnecnnns 33,421
Historical Records ........c..coccevircvcrircicnneciiieeisneeenns 33,457
SCholarships.....cccceecveiriinnrreresrerereseisesisiessseesenes 4,486
Senior Center Programs and Expansion................. 47,103
Capital Project Funds:
Log Road Improvements.........cccccvvrcvceernrceccierininenens 14,414
Permanent Funds:
Cemetery Maintenance ..........cccceeveneniiennvineenineenns 63,626
Total Nonmajor Governmental Funds........... $282.554

At June 30, 2012 Committed Fund Balance consisted of the following:

MAJOR GOVERNMENTAL FUNDS:

General Fund:
Capital expenditures carryover.........c.cccccevevcvcrnnsnneenns $ 3,178,661
Re-appropriation of balances to 2013 expenditures.... 3,936,197
To supplement fiscal 2013 budget appropriation ........ 1,156,744
Review Fees Fund.........ccveiiieivninccirnrerer e 17,518
Other Post-Employment Benefits .......c.ccccvcueiviinnnnnn 876,140

Inspection Fee Fund 8,120
Total General Fund....................cccccceuee... $9,173,380

School Unrestricted Fund:
Educational programs........c.ccceeeeeceeerererersrensssaeeecnessne $ 2,948,563

(CONTINUED)
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TOWN OF SMITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

8.

FUND EQUITY BALANCES (Continued)
(a) Fund Balances (Continued)
At June 30, 2012 Committed Fund Balance consisted of the following (Continued):

NONMAJOR GOVERNMENTAL FUNDS:

Special Revenue Funds:
ANIMAl CONTON.....oeiieieeiiieeiicceceiveeeeeserennnerreseeneas $ 20,517
Public Safety — POliCe .......c.ccccvviniiiinniinniiniinnne 88,301
Municipal Contingencies ........c.ccccvviieneieiciennnnen. 1,012,359
Retirement Payouts (compensated absences)..... 677,731
Property Revaluation..........ccoeceviviiciiineinicennneens 483,074
Public Safety — Capital and Operations ................ 977,289
General Public AsSistance .........cccceevveirnicrcciinnans 55,781
Capital Project Funds:

Green Acres Land Acquisition...........cccocvvucrveernnnne 100,626
Open Space — Land Acquisition.............ccceveenennne. 318,325
Impact Fees — Capital Expenditures ........c.ccccueuuuns 413,613
Smithfield Historic Landmark .........cccocevvenncnnnanes 882
Middle School Improvements.......cccccccveercrccreienen. 5,124
Open Space and Recreation..........c.cccovvviriveenennnn 4,537
Police Equipment ..ot 92,109
Water District Improvements.......ccccccveecericniiniennns 18,732
Handicap Accessibility.......c.cccvvivnimnnicenciiiiinnns 10,786
Special Capital Projects ......c.ccceervnviiiinisnniecnne. 100,633
Capital outlays......c.cccoervrrrinericcnineee 531,489
[ =T q o N I (U A OO PO P 1,793.226

Total Nonmajor Governmental Funds....... $6.705.134

At June 30, 2012 Assigned Fund Balance consisted of the following:

MAJOR GOVERNMENTAL FUNDS:
General Fund:

Supplement future tax appropriations...........cceeeueun. $3,655,987

During fiscal 2011 the Town Council voted to implement GASB Statement No. 54 and adopted a
spending policy as part of the approval. The Town’s spending policy specifies the use of restricted
resources first when both restricted and unrestricted fund balances are available unless there are legal
documents/contracts that prohibit it. Additionally, the Town uses committed fund balance followed by
assigned and then unassigned when expenditures are incurred for purposes for which amounts are
available in each category.

(CONTINUED)
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IQWN OF SMITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

8. FUND EQUITY BALANCES (Continued)
(b) Fund Deficits:
The following funds had deficit fund equity balances at June 30, 2012:

Nonmajor Governmental Funds:

Fanning Lane Road Construction.........c.cccecervereeecnnens $ 13,979
Salt Barn Property .......ccceccrrerienniiininnniennninnneinnnenn, 992.896
Total Nonmajor Governmental Funds................. $1.006.875

The deficit fund equity balances noted above will be eliminated through the future sale of the
property, issuance of bond obligations, and/or transfer of funds from another project.
The following individual funds had deficits for the year ending June 30, 2012:

Business-Type Activities:
School Lunch Program ..........c.coeennninninnicnininnnn, $ 46261

Non-major Governmental Funds:
Special Revenue Funds:

Animal Control Spay & Neuter.........cccooveeevrennccnrnneen. $ 451
Document Preservation & Technical Upgrade ............ 41,224
EMA RaAdIO.....eorireieeeineireeereeereeneeeemtessesee e ssenesanenas 1,494
Municipal Contingency ESCrow........cccoceceecrricerneenncens 299,599
Wal-Mart Grant .........cccoovceceeiiiceieincneecrceeereeeeesseeeens 194
Retirement ESCrow .......c.cocociirircriiiiciiinnicnienniniecnnane 187,782
Revaluation ESCrOW ........cccocciiirecirieccnerereccnnrecennnennenne 34,226
Senior Center Memorial Donations ...........ccecoveveennns 1,343
Senior Center Expansion Donations ...........cc.eceecueene. 3,604
Capital Project Funds:
Fanning Lane Road Construction.........c...cccevnevevereeannn. 13,979
Highway Drainage Fund...........cccccnrnniicnnnniinicnincnnne, 2,170
Impact Fees FUnd.........cocveevereciciciiciccnininncnnescecnenas 140,365
Land Acquisition Open Space Bond........c..cccovecvncnenne 44,709
Special Projects FUNd........cccccoveviiiviiniininneninenncennnen, 23,966
Capital Reserve FUNd.........coccvvermrvnmrnrerecrierreeeneenneeenee 99,347
Total deficits non-major governmental activities........ $894.,453

(CONTINUED)
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JTOWN OF SMITHFIELD, RHODE ISLAND
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2012

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 or may simply be the result of
pooling financial resources to maximize investment income. The composition of interfund balances at

June 30, 2012 is as follows:
Governmental Funds:

Major Governmental Funds:
General FUuNd.........oociciieciireccree e e
School Unrestricted Fund ...........cccceevcvvernrcccneenneen.
Non-major Governmental Funds:

Animal Control Fund ........ccccooiiieiiinicceeee s
Animal Control Spay & Neuter...........cccceevererecinnennne
Bulletproof Vests Grant.........ccccccvveiviereveeccieeenienene
Byrne Grant.........ccoccoevereicicniiniinenieiese s
Police Restricted Revenue Fund .........cccceveevveenenne
Community Development Block Grants...................
Document Preservation & Tech Upgrades .............
Historical Records.......c.ccoovveiircvcernncnceeencceeenecnenn
Municipal Contingency EsCrow .........ccocevvveiiiiiiennne
Operation Blue Riptide .......c.ccoooevericrinncnnrieceenas
Police Confiscated Funds .........cccccvvveceviincccceennnennn.
Tri Town 11l Police Grant ........ccccccvevivevvnerccerenceennn
FDA Tobacco Compliance........cccccvcvveeecneeeeierennennne
Walmart Grant..........occocevieceeeciicreenrcreeeeecceee e
Retirement ESCrow.......cccvveeiiricccvrereececnnecrcnneneeeans
Revaluation ESCIrOW .......ccccieeeireccerirerenneerersnessseneenens
R! DOT Children Passenger Safety........c..cccceceeennne
R!I DOT Click it or Tickef....cccocevrevceeirencneinreceeeeeneenn
Senior Center Grant...........ccvcveereveeceierinnreeesseneereenas
Smithfield Fire Rescue........ccoccveeceeecveerevrericseneneenn.
Senior Center Memorial Donations.........ccccceceeeuneen.
General Public Assistance .......ccccecvevereccennrrccneeneane
Senior Center Expansion Donations..........ccccveveeees
School Restricted Funds.........cccoeeevrrricrieinnciieees
Fanning Lane Road Construction ...........cccccceeuennen.
Green Acres ACQUISItION.......cccceeeeeeeeivrcecenenrcrseneeenns
Land Acquisition Open Space Bond........................
Log Road FUNd .......covevciiiiiienccererenererereceee e
Highway Drainage........ccccccvevvererreveenrecneeenserneenennns
impact Fees Fund............cccoorrevveiiiicceeenncceeeenieeenne
Police Equipment..... ...
Special Projects Fund.........cccceveeiiviinrercnerenecceenns
Middie School Additions .......c.ccccceeeevvercreneecrerecennns
Esmond Street Enhancement .........cccoovverievnnnnee
Capital Reserve Fund..........cccceeecvvnninercceeecnceennnnns
Land Trust Fund .........cocociiieiiieiceereeeccreree e
Salt Barn Property ......c.cccceceveeereecsnreessccneresseeeeenns
Total governmental funds.....................cccoenereen.

Due From

Other Funds

Due to

Other Funds

$4,077,499 $4,070,560

3,197,302 0

0 1,721

1,277 0

0 1,625

0 3,990

90,819 0

0 18,040

5,805 0

1,002 0

0 300,000

0 2,487

0 3,950

0 3,206

0 240

423 0

0 133,686

78 0

0 2,379

0 2,326

52,464 0

0 347,375

330 0

55,781 0

0 2,542

67,896 389,261

0 77,587

2,849 0

318,325 0

14,414 0

0 2,211

0 226,427

0 58,456

0 14,100

5,124 0

9,663 0

531,489 0

75,304 0

0 992,896

8.507.844 6.655,065
(CONTINUED)
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TOWN OF SWITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

10.

INTERFUND BALANCES AND TRANSFERS (Continued)

Due From Due to
Other Funds Other Funds
Proprietary Funds:
Sewer AUthOrity ......coooveecceerccniiee 0 1,299,248
Wastewater FUNd..........cccocevreeeiircecniciinnnieenncnnn 0 427,211
Internal Service Fund.........ccceovvereiccennnnieciieennnnnnne 0 155,793
School Lunch Program .........oeeeceeeerrcersencneesicnnnens 30,828 1,355
Total proprietary funds ...................cccoeuvvrvnnnnen. 30,828 1.883.607
TOTAL ALL FUNDS ...........oocooeeirceneeceecnnneas $ 8,538,672 $ 8,538,672

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 or capital expenditures with revenue generated by the
fund. The composition of interfund transfers for the year ended June 30, 2012 is as follows:

School Non-major
General Unrestricted  Governmental Total
Transfer Out Fund Fund Funds Transfer Qut
General Fund .........cccceevcverccrennnen. $27,264,432 $477,600  $27,742,032
Enterprise Funds.........c.....c.c.... $1,473,000 1,473,000
Nonmajor Governmental Funds _1,306,995 2211 1,309,206
Total transferin.................. $2,779.995 $27,264,432  $479.811 $30,524.238
DEFINED BENEFIT PENSION PLANS
(a) General Municipal Employees’ Pension Plan

The Town of Smithfield 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 fire 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, 2012 was
approximately $6,633,000 and the Town wide payroll was approximately $33,210,000.

Plan Description

The foliowing 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 regardiess 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.

(CONTINUED)
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TOWN OF SMITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

10.

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

In November 2011, the State enacted The Rhode Island Retirement Security Act of 2011 (the
Act) as described in S1111A and H6319A. The Act makes significant changes to the Employees
Retirement System and becomes effective July 1, 2012. Two of the most significant changes resulting
from the act are a change in structure from a defined benefit plan to a hybrid plan that includes a smaller
defined benefit plan and a supplemental defined contribution plan. In addition, there was a re-
amortization of the Unfunded Actuarial Accrued Liability to 25 years from the current 19 year schedule as
of June 30, 2010.

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 amortization 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 vajuation as of June 30, 2009.

The annual required contribution for the Town which equals the annual pension cost for the year
ended June 30, 2012 was approximately $456,500 for general employees (Town $257,600 and School
Department $198,900). This employer contribution represents 7.43% of covered payroll for Town
employees and 6.42% for School Department personnel. General municipal employees were required to
contribute approximately $459,600 which represents 7% of covered payroll for fiscal 2012.

The most significant change in assumptions noted in the June 30, 2011 actuarial valuation report
was the re-amortization of the Unfunded Actuarial Accrued Liability to 25 years from the 19 year schedule
as of June 30, 2010. There were no other current year changes in actuarial assumptions, benefit
provisions, or the actuarial funding method that would significantly affect the contribution requirement.
Significant actuarial assumptions and other actuarial information are presented at the end of this note
disclosure.

Trend Information
Annual Percentage Net
Fiscal Pension of APC Pension
Year Cost (APC) Contributed Obligation
2010 $373,000 100% $0
2011 $360,300 100% $0
2012 $456,500 100% $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,
2011 annual financial report, which may be obtained from the administrative offices of the State of Rhode
Island Retirement Board, 50 Service Ave, Warwick, Rhode Island. This report is the most recent report
available from the State, who administers the Plan.

(CONTINUED)

54



TOWN OF SWITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

10.

DEFINED BENEFIT PENSION PLANS (Continued)
(a) General Municipal Employees’ Pension Plan (Continued)
Funded Status of Plan

The required suppiementary information which follows the notes to the financial statements
presents multiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liability for benefits. Listed below are the details of
the funding progress of the General Municipal Empioyees’ Pension Plan with a valuation date of June 30,
2011 which is the most recent report available from the State who administers this plan. This information
is comprised of the Town of Smithfield Plan unit number 1472 and 1473, and Town of Smithfield Cola
Plan unit number 1478.

- Actuarial value of assets - $23,019,787

- Actuarial accrued liability - $23,924,610

- Unfunded actuarial accrued liability (UAAL) - $904,823
- Funded Ratio — 96.2%

- Annual covered payroll - $6,884,885

- UAAL as percentage of payroll — 13.1%

(b) Municipal Police Pension Plan

The Town of Smithfield participates in the Municipal Employees’ Retirement System of the State
of Rhode Island (“System”), an agent multiple employer defined benefit pian. The System includes a
normal plan for general employees and both a normal and optional plan for police and firemen. Effective
fiscal 2000 new hires of the Town of Smithfield’s Police Department participate in the plan and effective
July 1, 2006 all active police officers were transferred into the System.

The payroll for police department employees covered by the System for the year ended June 30,
2012 was approximately $2,687,000, and the Town wide payroll was approximately $33,210,000.

Plan Description

Members of the police plan may retire at or after age 55 with credit for at least 10 years of service
or at any age with credit for 25 or more years of service. Members may retire and receive a reduced
benefit if they are at least age 50 and have at least 20 years of service. The Town of Smithfield has
adopted COLA Plan C and the “20-year” optional Police & Fire Plan. Accordingly, the members must
contribute an additional 2% contribution to the plan and the member may retire at any age with 20 or
more years of service. Members with at least 10 years of service, had achieved age 45, and had a
retirement age prior to age 52 as of June 30, 2012 may retire at age 52. Monthly benefits to members of
the police plan are calculated at 2% of the member’s final average compensation (FAC) for each year of
service up to 37.5 years (75% of FAC maximum). Since the Town adopted the 20-year retirement
provisions prior to July 1, 2012, if a member had attained 20 years of service prior to July 1, 2012 then
the member’s monthly benefit is 2.5% of the member’'s FAC for each year of service prior to July 1, 2012.

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.

(CONTINUED)
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TOWN OF SMITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

10.

DEFINED BENEFIT PENSION PLANS (Continued)
(b) Municipal Police Pension Plan (Continued)
Contributions Required and Contributions Made

Police 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 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, 2009.

The annual required employer contribution for the Town which equals the annual pension cost for
the year ended June 30, 2012 was approximately $537,800. This contribution represented 20.38% of
covered payroll. Employees were required to contribute approximately $237,500. This employee
contribution represents 9% of covered payroll.

The most significant change in assumptions noted in the June 30, 2011 actuarial valuation report
was the re-amortization of the Unfunded Actuarial Accrued Liability to 25 years from the 19 year schedule
as of June 30, 2010. There were no other current year changes in actuarial assumptions, benefit
provisions, or the actuarial funding method that would significantly affect the contribution requirement.
Significant actuarial assumptions and other actuarial information are presented at the end of this note
disclosure.

Trend Information
Annual Percentage Net
Fiscal Pension of APC Pension
Year Cost (APC) Contributed Obligation
2010 $548,600 100% $0
2011 $549,200 100% $0
2012 $537,800 100% $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,
2011 annual financial report, which may be obtained from the administrative offices of the State of Rhode
Island Retirement Board, 50 Service Ave, Warwick, Rhode iIsland. This report is the most recent report
available from the State, who administers the Plan.

Funded Status of Plan:

The required supplementary information which follows the notes to the financial statements
presents multiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liability for benefits. Listed below are the details of
the funding progress of the Municipal Police Pension Plan with a valuation date of June 30, 2011, which
is the most recent report available from the State who administers this plan.

(CONTINUED)
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TOWN OF SMITHFIELD, RHODE ISLAND
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JUNE 30, 2012

10.

DEFINED BENEFIT PENSION PLANS (Continued)
(b) Municipal Police Pension Plan (Continued)

Funded Status of Plan (Continued):
- Actuarial value of assets - $9,109,231
- Actuarial accrued liability - $8,376,120
- Unfunded actuarial accrued liability (UAAL) — ($733,111) funding excess
- Funded Ratio —- 108.8%
- Annual covered payroll - $2,602,473
- UAAL as percentage of payroll - (28.2%)

(c) Municipal Fire Pension Plan

The Town of Smithfield 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. Effective
January 1, 2011 new hires of the Town of Smithfield’s Fire Department participate in the System.

The payroll for fire department employees covered by the System for the year ended June 30,
2012 was approximately $52,500, and the Town wide payroll was approximately $33,210,000.

Plan Description

Members of the fire plan may retire at or after age 55 with credit for at least 10 years of service or
at any age with credit for 25 or more years of service. Members may retire and receive a reduced benefit
if they are at least age 50 and have at least 20 years of service. The Town of Smithfield has adopted the
“20-year’ optional Police & Fire Plan. Accordingly, the members must contribute an additional 1%
contribution to the plan and the member may retire at any age with 20 or more years of service. Members
with at least 10 years of service, had achieved age 45, and had a retirement age prior to age 52 as of
June 30, 2012 may retire at age 52. Monthly benefits to members of the fire plan are calculated at 2% of
the member's final average compensation (FAC) for each year of service up to 37.5 years (75% of FAC
maximum). Since the Town adopted the 20-year retirement provisions prior to July 1, 2012, if a member
had attained 20 years of service prior to July 1, 2012 then the member’'s monthly benefit is 2.5% of the
member's FAC for each year of service prior to July 1, 2012.

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.

Contributions Required and Contributions Made

Police 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 payroli 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, 2009.
(CONTINUED)
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10.

DEFINED BENEFIT PENSION PLANS (Continued)
(c) Municipal Fire Pension Plan (Continued)

The annual required employer contribution for the Town which equals the annual pension cost for
the year ended June 30, 2012 was approximately $4,200. This contribution represented 8% of covered
payroll. Employees were required to contribute approximately $4,200. This employee contribution
represents 8% of covered payroll.

The most significant change in assumptions noted in the June 30, 2011 actuarial valuation report
was the re-amortization of the Unfunded Actuarial Accrued Liability to 25 years from the 19 year schedule
as of June 30, 2010. There were no other current year changes in actuarial assumptions, benefit
provisions, or the actuarial funding method that would significantly affect the contribution requirement.
Significant actuarial assumptions and other actuarial information are presented at the end of this note
disclosure.

Trend Information
Annual Percentage Net
Fiscal Pension of APC Pension
Year Cost (APC) Contributed Obligation
2012 $4,200 100% $0

Only 2012 information is provided as it is the first year of the Town’s participation
in the pian.

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,
2011 annual financial report, which may be obtained from the administrative offices of the State of Rhode
Island Retirement Board, 50 Service Ave, Warwick, Rhode Island. This report is the most recent report
available from the State, who administers the Plan.

Funded Status of Plan:

The required supplementary information which foliows the notes to the financial statements
presents multivear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liability for benefits. Listed below are the details of
the funding progress of the Municipal Fire Pension Plan with a valuation date of June 30, 2011, which is
the most recent report available from the State who administers this plan.

- Actuarial value of assets — N/A

- Actuarial accrued liability - N/A

- Unfunded actuarial accrued liability (UAAL) — N/A
- Funded Ratio — N/A

- Annual covered payroll — N/A

- UAAL as percentage of payroll — N/A

The plan did not become effective until July 1, 2011 and therefore the above information is
not applicable as of June 30, 2011 which is the most recent information available.

(CONTINUED)
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TOWN OF SMITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

10.

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

All Smithfield School Department certified school personnel participate in the Employees’
Retirement System of the State of Rhode Island (“System”), a cost-sharing multiple-employer public
employee retirement system. In addition to classified employees, the System covers substantially all
employees of the State of Rhode Island. The payroll for employees covered by the System for the year
ended June 30, 2012 was approximately $16,238,000. The School Department’s total payroll was
approximately $20,813,000. The Town wide payroll for the year ended June 30, 2012 was approximately
$33,210,000.

Plan Description

The ERS was established under Section Two of Chapter 2334 of the Rhode Island Public Laws of
1951 and placed under the management of the Retirement Board for the purpose of providing retirement
allowances for employees of the State of Rhode Island under the provisions of Chapters 8 to 10,
inclusive, of Title 36, and public school teachers under the provisions of Chapters 15 to 17, inclusive, of
Title 16 of the Rhode Island General Laws. The plan provides a two tier benefit structure referred to as
schedules A and B as follows:

Schedule A Benefits: Schedule A benefits are available to members who possess 10 years or more of
contributory service on or before July 1, 2005. Schedule A provides unreduced benefits of 1.7% of
earnings for each of the first ten years of service; 1.9% for each of the next ten years of service; 3.0% per
year for each of the next fourteen years; and 2% for the 35" year. Joint and survivor options are available
as well as the Service Retirement Allowance (SRA) Plus option that provides for the payment of a larger
benefit before the attainment of age 62 and a reduced amount thereafter. The reduced amount is equal
to the benefit before age 62, including cost-of-living increases, minus the member's estimated social
security benefit payable at age 62. The maximum benefit is 80% of “final average” (FAC) earnings after
35 years of service. Final average earnings are the three highest consecutive years of earned salary
excluding overtime, bonuses, or severance pays. Such benefits are available to members at least age 60
with 10 years of service, or after 28 years at any age. On the third January after retirement, a cost-of-
living increase of 3% (compounded annually) is provided independent of actual changes in the consumer
price index. The plan also provides nonservice-connected disability benefits after five years of setvice;
service-connected disability pensions with no minimum service requirements; vested benefits after ten
years of service; survivor's benefits for service connected death; and certain lump sum death benefits.
For Schedule A members who are not grandfathered, i.e., members who had at least 10 years of
creditable service at June 30, 2005 but who were not eligible to retire on September 30, 2009, benefits
are based on Schedule A for services through September 30, 2009 and on Schedule B for services after
September 30, 2009. Maximum benefit is 80% of FAC.

Schedule B Benefits: Schedule B benefits are provided to members who have less than 10 years of
contributory service on or before July 1, 2005. For Schedule B members, the plan provides unreduced
benefits of 1.6% of earnings for each of the first ten years of service; 1.8% for each of the next ten years;
2.0% per year for years 21 through 25 inclusive; 2.25% per year for years 26 through 30 inclusive; 2.5%
per year for years 31 through 37 inclusive and 2.25% for the 38" year. Only single life, and joint and
survivor options are available. The maximum benefit is 75% of his or her average highest three years of
compensation after 38 years of service. Such benefits are available to members at least age 65 with 10
years of service, or after 29 years of service and age 59. Actuarially reduced retirement is available at
age 55 and 20 years of service, the benefit is reduced actuarially for each month that the age of the
member is less than sixty-five years. On the month following the third anniversary date of the retirement,
and on the month following the anniversary date of each succeeding year, a cost of living increase of 3%
(compounded annually) or the percentage of increase in the Consumer Price Index for all Urban

(CONTINUED)

60



JTOWN OF SMITHFIELD, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

10.

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

Consumers (CPI-U) as published by the United States Department of Labor Statistics, determined as of
September 30 of the prior calendar year, whichever is less is provided for Schedule B members.

The ERS plan also provides a survivor benefit to public school teachers via a “Teachers Survivor
Benefits Fund” in lieu of Social Security. The details of the survivor death benefits and other death
benefits are provided in the financial section of the Annual Financial Report of the Employees’ Retirement
System of Rhode Island for the fiscal year ending June 30, 2011 which can be found at www.ersri.org.

In November 2011, the State enacted The Rhode Island Retirement Security Act of 2011 (the
Act) as described in S1111A and H6319A. The Act makes significant changes to the Employees
Retirement System and becomes effective July 1, 2012. Three of the most significant changes resulting
from the act are a change in structure from a defined benefit plan to a hybrid plan that includes a smaller
defined benefit plan and a supplemental defined contribution plan; re-amortization of the Unfunded
Actuarial Accrued Liability to 25 years from the current 19 year schedule as of June 30, 2010; and
teacher personnel not covered by Social Security will participate in additional defined contribution
allocations equal to 2% member plus 2% employer.

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 percentage of participants’ payroll. The School Department
was required to contribute 13.23%, 11.25%, and 11.25% for all full-time certified employees for fiscal
years 2012, 2011, and 2010, 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. (As noted above, effective June 30, 2011 the
amortization period has been revised to be 25 years from June 30, 2010.) Normal cost is determined
using the entry age normal cost method with frozen initial liability. A variety of significant actuarial
assumptions are used to determine the standardized measure of the pension benefit obligation and these
assumptions are summarized below:

(a) Mortality — RP-2000 Combined Mortality Tables

(b) Investment return — 7.5 percent, compounded annually.

(c) Salary increase - Salaries will increase at a rate of 4.0 - 12.75 percent,
compounded annually.

(d) Retirement age — 75% of Schedule B members who reach the age of 59 with 29
years of service before age 65 are assumed to retire when first eligible. 75% of
other members are expected to retire when first eligible, at age 65 with 10 years
of service. Because of enactment of Article 7 in 2009, the retirement assumption
was modified for members not eligible for retirement by October 1, 2009.
Members who would have been assumed to retire prior to age 62 under the rules
in effect before the enactment of Article 7 are assumed to retire when first eligible
for an unreduced benefit under Article 7.

(e) Cost of living adjustments — 2.0%

(CONTINUED)
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10.

DEFINED BENEFIT PENSION PLANS (Continued)
(d) 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 reimbursabie through Federal programs. For
fiscal year 2012, actuarial required contributions were 22.32% of the participant’s salary. This resulted in
contribution rates paid by the State on behalf of the School Department of 9.09% of non-federally
reimbursable payrolls totaling $1,431,474 for the fiscal year ended June 30, 2012. The School
Department contributed the remaining 13.23% of the required 22.32%.

The School 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, 2011 represented
approximately 1.7% of total contributions required of all participating local employers for the fiscal year
ended June 30, 2011 (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
2012 $1,564,800 $2,214,000 100%
2011 $1,573,000 $1,906,800 100%
2010 $1,586,300 $2,013,700 100%

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,
2011 annual financial report, which may be obtained from the administrative offices of the State of Rhode
Island Retirement Board, 50 Service Ave, Warwick, Rhode Island. This report is the most recent report
available from the State, who administers the Plan.

(e) Police Pension Trust (a Fiduciary Fund)

The Town of Smithfield currently maintains a Police Pension Trust Fund which is administered by
a private insurer and operates on a pay-as-you go basis. The plan is closed to new participants and
currently includes 44 participants which include 5 disabled and 39 retirees and beneficiaries. All active
members of the Town’s police department were transferred into the State Municipal Plan effective July 1,
2006.

Normal retirement benefits are paid at 2.5 percent of final average salary multiplied by service up
to 20 years plus 2 percent of final average salary multiplied by service in excess of 20 years, not to
exceed 75 percent of final average salary. Final average salary is defined as the average annual salary
for the three consecutive years producing the highest such average in the last ten years preceding normal
retirement date. The normal retirement dates are as follows: Police personnel employed prior to
December 1, 1987 — the earlier of age 55 or completion of 20 years of service; Police personnel
employed on or after December 1, 1987 — completion of 20 years of service.

' (CONTINUED)
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DEFINED BENEFIT PENSION PLANS (Continued)
(e) Police Pension Trust (a Fiduciary Fund) (Continued)

For the fiscal year ended June 30, 2012 the Town contributed $1,048,000 to this plan. The
actuarial determined annual required contribution for the year ended June 30, 2012 was $1,894,932. As
noted above this plan is closed to new active employees and new participants and as a result there were
no employee contributions or covered payroll for the fiscal year ended June 30, 2012.

The Town’s annual pension cost (APC) and net pension obligation (NPO) for the police pension
trust fund as of and for the year ended June 30, 2012 was as foliows:

Annual Required Contribution (ARC) .......ccccccee... $1,894,932
Interest on NPO .......oocceeriniireirereeercreceee e (115,970)
Amortization of NPO .......c.cocoiireeirrerrecirererenees 147,215
Annual Pension Cost.................cccooueernereicencnas 1,926,177
Actual contributions made .......cceecevrerercrcerincceen. 1,048.000
Increase iNn NPO ... recenenen e 878,177
NPO (asset) at beginning of year .........cccccvvrnenn. (1.364,352)
Net Pension Obligation, June 30, 2012......... ($ 486.175)

The net pension obligation noted above represents a net pension obligation asset at June 30,
2012 and is recorded in the government-wide statement of net assets. This net pension obligation asset
is netted against the net pension benefit obligation of the Town’s Fire Pension Trust Fund due to the fact
that both obligations are related to pension plans administered by the Town through a private insurer.

Trend Information
Fiscal Annual Percentage Net
Year Town Pension Cost of APC Pension
Ending Contributions (APC) Contributed Obligation
6/30/2012 $1,048,000 $1,926,177 54.4% ($486,175)
6/30/2011 $1,048,000 $1,972,824 53.1% ($1,364,352)

Due to the fact that a new plan agreement was created as of July 1, 2010 the actuary determined
that the unfunded obligation of the previous plan would be eliminated and a new obligation would be
determined based on the new plan document. In fiscal 2011 the actuary determined that a net pension
obligation asset existed due to contributions made and assets rolled into the plan. This net pension
obligation asset was reduced in fiscal 2012 due to the underfunding of the APC.

Funded Status of Plan

The required supplementary information which follows the notes to the financial statements
presents multiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liability for benefits. Listed below are the details of
the funding progress of the Retirement Plan for Former Employees of the Police Department of the Town
of Smithfield with a valuation date of July 1, 2012.

Actuarial value of assets - $4,151,787 Actuarial Accrued Liability (AAL) - $24,708,082
Unfunded AAL - $20,556,295 Funded Ratio — 16.8%
Covered Payroll — N/A Unfunded AAL as % of Payroll — N/A

(CONTINUED)
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DEFINED BENEFIT PENSION PLANS (Continued)
(e) Police Pension Trust (a Fiduciary Fund) (Continued)

The actuarial methods and assumptions utilized for the valuation of the police pension fund as of
a valuation date of July 1, 2012 were as foliows (unaudited):

Valuation interest rate........ccccveecvrivienieececeeeecnenens 7.75%

Mortality tables........ccoerveeriercrneniniinniineece, RP-2000 Mortality Tabie

Plan Administrative EXpenses.........ccccccveeavirenns 4% increase from prior year

Actuarial Cost Method .........cccccevirvcemincccniien Unit Credit Method

Asset Valuation Method.........cccccovrerciiiicicnninnnns IPG assets at book value all other at
market

Amortization period........ccccceerecceniciccnnniecenneen Level dollar amount over 20-year period

starting July 1, 2012
) Fire Pension Trust (a Fiduciary Fund)

Plan Description

Fire Department employees hired prior to July 1, 2011 are covered under a single employer
defined benefit pension pian which is administered by a private insurer. Plan participation commences on
the first day of the month foliowing the date the employee is hired. At July 1, 2012 the plan was
comprised of 82 participants: 47 active; 4 terminated vested; 5 disabled; and 26 retirees and
beneficiaries.

Plan participation commences on the first day of the month following the date the employee is
hired. Retirement benefits are determined based in the average annual salary for the three consecutive
years producing the highest such average in the last ten years preceding normal retirement date and
includes base compensation only. Employees are eligible for retirement on the first day of the month
coincident with or next following the earlier of the attainment of age 65 or completion of 20 years of
service. Benefits are calculated at 2.5% of the final average salary as determined above multiplied by
service up to 20 years plus 2% of final average salary multiplied by service in excess of 20 years but not
more than 75% of final average salary. Employees become 100% vested in the plan upon completion of
ten years of service.

On or after January 1, 1994, the pension benefit for a participant is in the form of an annuity
payable for the lifetime of a participant commencing in his/her retirement date. Upon death after
retirement, 67 2 % of the benefit will be continued to the surviving spouse in accordance with the terms
of the plan. The pension benefit for a participant who retired prior to April 1, 1994 and who elected the
Contingent Annuitant Option, shall have the pension benefit adjusted for an unreduced life annuity
effective April 1, 1994. Firefighters who retire or who are placed on disability pension after July 1, 1988
are entitied to a 3% compounded cost-of-living increase on each anniversary date of their retirement.
This cost-of-living increase is aiso available to the surviving spouse and dependents of these retirees.

Disability benefits are provided under the plan upon completion of seven years of service, if the
total and permanent disability is not due to occupational causes. If the participant becomes totally and
permanently disabled due to occupational causes, no age or service requirements apply. The benefit is
50% of final average salary if the disability is not due to occupational causes and 66.67% of final average
salary if it is due to occupational causes. Death benefits are paid to an employee’s beneficiary if death
occurs while the employee is still in the service of the Town. The pre-retirement death benefit to the
surviving spouse is equal to 40% of the final average salary plus 10% for any dependent children with a
maximum benefit of 50%. The pre-retirement death benefit is equal to 15% of the final average salary for
each dependent child under age 18 with a maximum of 45% of final average salary for employees that do
not have a spouse at the date of death.

(CONTINUED)
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DEFINED BENEFIT PENSION PLANS (Continued)
{/) Fire Pension Trust (a Fiduciary Fund) (Continued)
Contributions Required and Contributions Made

The payroll for employees covered under this Town administered fire pension plan for the year
ended June 30, 2012 was approximately $2,878,900 and the Town wide payroll was approximately
$33,210,000. At June 30, 2012 the plan inciuded 82 participants which were comprised of the following:
47 active participants; 4 terminated and vested participants; 5 disabled participants; and 26 retirees and
beneficiaries.

Police personnel are required by the plan document and contractual obligations to contribute 8%
of their base earnings, not including overtime pay. The collective bargaining agreement between the
Town and fire department personnel provides that the Town will contribute no more than 19.6% of the
covered fire department to the plan. During the year ended June 30, 2012 total contributions to the plan
were approximately $779,000 which was comprised of employee contributions totaling approximately
$225,800 and employer contributions of approximately $553,200.

The annual required contribution (ARC) for the Town for the fiscal year ended June 30, 2012 was
$1,477,037 for fire personnel covered by this Town administered plan. As noted above the Town’s
contribution to the plan was approximately $553,200 or 37.5% of the ARC.

The Town’s annual pension cost (APC) and net pension obligation (NPO) for the fire pension trust
fund as of and for the year ended June 30, 2012 was as follows:

Annual Required Contribution (ARC) .................. $1,477,037
Interest oN NPO ........ccooiiiirereinereeererecereenveseeees 294,639
Amortization of NPO .......cooooeveiririeirienrereeneennnnnns (383.409)
Annual Pension Cost.................cccoeevevunreniennnn. 1,388,267
Actual contributions made ........cccceeeevervivnennnnnenens 553,221
increase iNn NPO ......cccocviieeirenieee e 835,046
NPO at beginning of year ........ccccceeevvcerercncnans 3,628,325
Net Pension Obligation, June 30, 2012......... $4,463,371

The net pension obligation noted above represents a net pension obligation (long-term obligation)
at June 30, 2012 and is recorded in the government-wide statement of net assets. This net pension
obligation has been netted against the NPO Asset of the Police Pension Trust Fund due to the fact that
both obligations are related to pension plans administered by the Town through a private insurer.

Trend Information
Fiscal Annual Percentage Net
Year Town Pension Cost of APC Pension
Ending Contributions (APC) Contributed Obligation
6/30/2012 $553,221 $1,388,267 39.8% $4,463,371
6/30/2011 $570,359 $1,504,353 37.9% $3,628,325
6/30/2010 $570,270 $1,385,873 41.2% $2,694,331

(CONTINUED)
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10.

11.

DEFINED BENEFIT PENSION PLANS (Continued)
(f) Fire Pension Trust (a Fiduciary Fund) (Continued)
Funded Status of Plan

The required supplementary information which follows the notes to the financial statements
presents multiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liability for benefits. Listed below are the details of
the funding progress of the Town administered Fire Department Pension Plan for the Town of Smithfield
with a valuation date of July 1, 2012.

Actuarial value of assets - $14,054,671 Actuarial Accrued Liability (AAL) - $20,931,277
Unfunded AAL - $6,876,606 Funded Ratio — 67.1%
Covered Payroll - $2,413,424 Unfunded AAL as % of Payroll — 284.9%

The actuarial methods and assumptions utilized for the valuation of the Town administered Fire
Department Pension Plan as of a valuation date of July 1, 2012 were as follows (unaudited):

Valuation interest rate.......oooceeeiiiieiiniiiiniinn, 8.5%

Mortality tables......cccoceerevreicmnrvcrinciienries RP-2000 Mortality Table

Compensation increase rate.......c..ccccveerecciecirnens 5.5% per annum

Retirement age ...c.ccccorvmvviiveiiiiiiiiee 65% assumed to retire at 20 years of
service the remainder 25 years.

Plan Administrative Expenses.........ccccccvievecnees 4% increase from prior year

Actuarial Cost Method .......ccoeveciiiiiiiinen, Frozen Initial Liability

Amortization period........c.coveviciiiiininnniinniienne, 19 years

Asset Valuation Method..........cccoccevviminvinnnniennnnn IPG assets at book value all others at
market

Significant assumption changes since the July 1, 2011 valuation include revision to the mortality
assumption from the RP-2000 Combined Mortality Table projected using the Scale AA to the RP-2000
Mortality Table with projections specified by IRS Regulation 1.430(h)(3)-1, as applicable to the 2012 plan
year using a combined static table for both annuitants and non-annuitants. Aiso retirement rates were
changed from active members assumed to retire at the earlier of the attainment of age 65 or age 50 with
25 years of service to 65% assumed to retire upon the attainment of 20 years of service and the
remainder at 25 years.

OTHER POST EMPLOYMENT BENEFITS

in addition to the pension benefits described above, the Town (including the Smithfield Public
Schools) provides other post-employment health care benefits in accordance with terms specified in
contractual obligations of the Town and School Department. As of June 30, 2012 these benefits are
accounted for on a pay-as-you go basis as the Town has not yet established a OPEB Trust Fund. The
benefits included in these contracts are for continued full family or individual health care for employee
groups as described below. Retiree medical coverage is only to age 65, while dental coverage continues
post-65. The actuarial valuations of the other post-retirement benefits involve estimates of the value of
reported amounts and assumptions about the probability of events far into the future. These actuarial
determined amounts are subject to continual revision as results are compared to past expectations and
new estimates are made about the future. These actuarial valuations reflect a long-term perspective of

benefit funding.
(CONTINUED)
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OTHER POST EMPLOYMENT BENEFITS (Continued)
The benefits, by employee group are described below:
Town Employees (all departments)

Eligibility for these benefits is upon retirement of the employee after 20 years of service or any
years of service when retirement is the result of accidental disability. Town participants do not share in
the cost of the post-retirement costs. Active employees keep their current coverage (family or individual)
after they retire, unless the plan provisions specify that only individual coverage can be provided for their
division.

School Employees

School Department personnel also receive medical coverage through age 65. School employees
are eligible for the benefits as follows: If hired before 6/20/1989 attainment of age 60 with 15 years of
service; If hired after 6/19/1989 either (a) age 60 with 20 years of service or (b) 28 years of service with
the Smithfield Public Schools. School Department personnel share in the cost of these benefits as
follows: (1) 0% co-share if hired before June 20, 1989 and the employee is age 60 with 20 years of
service or 28 years of service with at least 15 years with the Smithfield Public School. [f the employee
does not meet the requirements above then the co-share is 0% at the time of retirement but the employee
is then responsible for 100% of all increases in post-retirement costs. (2) If hired after June 19, 1989 and
before July 1, 1992 the co-share is 0% if the employee has 28 years of service with at least 15 years with
the Smithfield Public Schools. The co-share is 50% of the costs for employees that do not meet the 28
year service requirement. (3) if hired after June 30, 1992 and employee is age 60 with 20 years of service
or 28 years of service with at least 15 of those years with Smithfield Public Schools then the retiree
receives benefits limited to $5,000 annually.

Number of Participants

At June 30, 2012 there were approximately 560 participants inciuded in the valuation analysis
completed by the Town's actuary. The participants consisted of the following: 198 Town employees
including Smithfield Ice Rink and Water Fund (151 active and 47 retirees and spouses); 362 School
employees (309 active and 53 retirees and spouses).

Funding Policy

The Annual Required Contribution (ARC) for the retiree medical program consists of two pieces:
A Normal Cost (the cost of benefits earned each year should be accrued in that year plus a Past Service
Cost (a catch-up accrual to amortize the unfunded accrual liability). The actuarial valuation selected a 30
year amortization period for the past service costs.

The ARC for the fiscal year ended June 30, 2012 was calculated as follows:

Past SEIVICE COSt....c.coemerereeeeeiereeeesiesssenerneeasans $ 1,790,088
[\ [ 61 0 F= L o3 0 1 SU U PUOON 1,196,655
(0] G (=) G 51,818

ARC for fiscal year ended June 30, 2012 ...... $3.038,561

The ARC was allocated as follows: $2,557,671 to the Town Departments and $480,890 to the
School Department.

(CONTINUED)
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OTHER POST EMPLOYMENT BENEFITS (Continued)
Funding Policy (Continued)

The Town and School Department pays for other post-employment benefits in a pay-as-you-go
basis. For the fiscal year ended June 30, 2012 these pay-as-you-go benefits were estimated to be
$1,342,124 which consisted of approximately $787,803 for Town personnel and $554,321 for School
personnel. The estimated pay-as-you-go benefits represented 44.2% of the ARC for fiscal 2012. The
Town is deemed to have funded approximately 31% of the ARC while the School Department funded
approximately 115% of the ARC.

The Town’s annual OPEB cost and net OPEB obligation (NOO) as of and for the year ended
June 30, 2012 was as follows:

Annual Required Contribution (ARC) .........c.c..... $3,038,561
interest oN NOO.........oevecieeciecieeccrercrereesereenenas 114,927
Adjustment to ARC ........oceecrrcriiiiiiiteneccees (178.535)
Annual OPEB Cost .............ccuueveeevecreenainens 2,974,953
Actual contributions made ........cccccocviiiniinninnnan. 1,342,124
Increase iN NOO .....coieeeiierieree e cecserreeeeeeeeenes 1,632,829
Change in estimate for beginning NOO............... 866,103
NOO at beginning of year (original estimate) ...... 2,417,525
Net OPEB Obligation, June 30, 2012 ............ $4,916,457

The net OPEB obligation noted above is reported as a long-term obligation in the Government-
Wide Statement of Net Assets at June 30, 2012. During the fiscal year ended June 30, 2012 the Town’s
actuary made some revisions to the assumptions and previous OPEB valuation reports. The change in
assumptions related to the funding of the OPEB Plan and assumed rates of interest. As a result of these
revisions the estimated NOO as of June 30, 2011 was increased by $866,103. Due to the fact that the
change in the obligation was the result of a change in estimate and assumptions, the increase in the
obligation was reported as a fiscal 2012 expense in the Government-wide Statement of Activities.

As of June 30, 2012 the Town intends to fund the future OPEB obligations through the Town’s
General Fund and School's General Unrestricted Fund. Therefore the Net OPEB Obligation attributable
to the Smithfield Ice Rink and Water Fund (Proprietary Funds) is reported in the governmental activities of
the Government-Wide Statement of Net Assets rather than in the Business Activities and the Fund
Statements of the Proprietary Funds.

Trend Information
Fiscal Annual % of OPEB Net OPEB Covered
year OPEB Cost Contributed Obligation Payroll
2010 $2,337,207 58.1% $1,853,617 $32,276,437
2011 $2,894,923 50.6% $3,283,628 $32,311,568
2012 $2,974,953 45.1% $4,916,457 $33,209,399
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11.

12.

OTHER POST EMPLOYMENT BENEFITS (Continued)

Funded Status of Plan

The required supplementary information which follows the notes to the financial statements
presents muitiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial accrued liability for benefits. Listed below are the details of
the funding progress of the OPEB Plan with a valuation date of July 1, 2011 which is the most recent
report available from the Town of Smithfield’s Actuary.

- Actuarial value of assets - $0

- Accrued liability - $35,141,509

- Unfunded accrued liability (UAL) - $35,141,509
- Funded Ratio — 0%

- Annual covered payroll — $33,209,399

- UAL as percentage of payroil — 105.82%

Actuarial Assumptions

The following actuarial assumptions were utilized in completing the actuarial valuation as of June
30, 2012:

a. Actuarial Method: Projected Unit Credit attributed to benefit eligibility.
b. Interest Rate: 3.5% (previous valuations utilized a 5% rate)
c. Mortality Rates: The RP-2000 Combined Healthy Fully Generational table. For the period after

disability retirement, the RP-2000 Combined Healthy Fully Generational table set forward 2 years
is used.

Amortization Period: 30 year level dollar, open basis.

e. Participation: 100% for future retirees of alli non-school employees. For School empioyees,
100% for future retirees expecting to receive full coverage and 85% for future retirees without full
coverage.

f. Medical Care Inflation: Ranges from 9.0% in 2012 to 4.5% in 2021 and after.

« Inflation rate represents the premium increases from July 1* annually.

e For School retirees hired before June 20, 1989 who did not meet the age or length of
service requirements their benefits are frozen at the time of retirement and the employee
is required to cover all rate increases. Accordingly, there is no post-retirement inflation
adjustment for these personnel.

2

DEFERRED COMPENSATION PLAN

The Town offers its municipal employees a deferred compensation plan established in
accordance with the provisions of internal Revenue Code Section 457 (g). The Town has not reported
this plan 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 this plan. The Plan, available to all municipal employees, permits 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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RISK MANAGEMENT
Health Care

The Town provides medical and dental coverage for all eligible employees of the Town and their
dependents. The Town participates in a healthcare collaborative through the Rhode Isiand Interlocal Risk
Management Trust (The Trust). The Trust is a not-for-profit organization formed to provide programs of
health insurance, dental insurance, and liability insurance coverage to Rhode Isiand Cities, Towns, and
other governmental units. Upon joining The Trust members execute an agreement that outlines the rights
and responsibilities of both the members and The Trust. Members of The Trust participate in the health
insurance plan administered through Biue Cross Blue Shield of Rhode Island and the dental plan
administered through Delta Dental of Rhode Island.

Using rates calculated by both Blue Cross Blue Shield of Rhode Island and Delta Dental of
Rhode Isiand, The Trust sets annual contribution rates (premiums) for the subscribers of each member
for each plan offered. The agreement executed with The Trust requires that those contribution rates be
set at a level sufficient, in the aggregate, to satisfy the funding requirements of the participating
community. The contributions of each member community are deposited into separate health and dental
pools which are used to pay for claims, reinsurance, and all administrative expenses. The agreement
with The Trust provides for an annual independent audit of its financial statements. The Trust retains
certain levels of insurance risk and acquires reinsurance for specific losses in excess of $550,000.

Unemployment

The Town is self-insured for unemployment benefits. As of June 30, 2012 management does not
believe that there are any incurred but not reported claims that are required to be accrued in the Fund
Statements of the Government-Wide Statement of Net Assets.

Other Insurance

The Town receives coverage for its property and liability expenses and for its workers’
compensation expenses through The Trust. During the fiscal year ended June 30, 2012, the Town paid
premiums of approximately $160,000 and $250,000, for its workers’ compensation and property and
liability coverage, respectively. At June 30, 2012 The Trust held reserves for future payments of open
cases. The Trust is obligated to make payments on the Town's behalf without any further obligation of
the Town, unless the Town’s applicable limit of liability were exhausted by the size of the loss or the
nature of the loss wouid fall outside the parameter of the policy maintained by The Trust.

At June 30, 2012 management of the Town is unable to estimate the potential exposure, if any,

for outstanding claims which may fall outside the parameter of the insurance policies. Accordingly no
liability for claims or judgments has been reported in the Government-Wide Statement of Net Assets.

(CONTINUED)
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14.

15.

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
settled with available expendable financial resources. At June 30, 2012 the Town (including the School
Department) has a number of legal cases and claims in process. These cases include claims made by
former employees, zoning matters brought about by taxpayers of the Town, matters pertaining to planning
and development posed by property developers, and personal injury and property damage claims.
Management and legal counsel have reviewed these outstanding claims and determined that the
estimated liability, if any, that may resuit from these claims would not materially affect the basic financial
statements of the Town. As such, the Statement of Net Assets at June 30, 2012 does not include any
liability for claims, judgments, or unasserted claims.

The Town (including the School Department) 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 agreement. Town officials are of the opinion that such disallowances, if any, wouid be
immaterial.

RESTATEMENT

Net Assets of the Business-Type Activities have been restated as of June 30, 2011 to reflect the
implementation of GASB Statement #61 — The Financial Reporting Entity. Implementation of this
Standard resulted in the removal of the Net Assets of the Greenville Public Library, East Smithfield Public
Library, and the East Smithfield Neighborhood Center. These entities were reported as component units
as of and for the fiscal year ended June 30, 2011. However, it was determined that these separate legal
entities do not meet the requirements to be reported as a component unit of the Town of Smithfield as of
June 30, 2012. The following reflects the effect of implementation of GASB Statement #61:

Net Assets - Business-Type Activities, June 30, 2011 .................. $25,364,480
Less: Net Assets, Greenville Public Library........cccccoovcceivieccnnnnes 1,904,139
Less: Net Assets, East Smithfield Public Library.........cccoceveeueeee. 439,267

Less: Net Assets, East Smithfield Neighborhood Center ..............
Net Assets - Business-Type Activities,
June 30, 2011 asrestated ..............cooooeevinicinnninniieeceene $23.019,360

in addition to the restatement noted above, certain fund balance amounts reported for the
Governmental Funds have been reclassified to propery refiect the Fund classification based on the
implementation of GASB Statement #54 which became effective for the fiscal year ended June 30, 2011.
This reclassification did not impact the total fund balance of the Governmental Funds rather it changes
the classification of fund balance between major funds and non-major funds.

(CONCLUDED)
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RSI - 1 - Notes

Notes to Required Supplementary Information
Reconciliation of GAAP to Budgetary Basis
General Fund

For the Year Ended June 30, 2012

Excess of revenues and other financing sources over expenditures and other

financing uses, budgetary basis (Exhibit RSI-1) $ 713,468
Less reappropriation of fund balance and prior year RUBS which are reported as
revenue for budget purposes but not reported in accordance with GAAP. (4,457,361)
Add amounts reported as expenditures for budget purposes but which represent
RUBS for carryover to future years. These are not GAAP expenditures. 3,936,197
Add net increase in fund balance for the fiscal year ended June 30, 2012 for the following
Funds which are not considered part of the General Fund for budgetary purposes but
which are consolidated into the General Fund in accordance with GAAP and
Governmental Accounting Standards Board Statement #54.
Inspection Fees Fund 137
Review Fees Fund 5,241
Post Employment Escrow Fund 118,579
Excess of revenues and other financing sources over expenditures and other
financing uses, GAAP basis (Exhibit B-2) $ 316,261
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Schedule of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
School Unrestricted Fund - Budgetary Basis

TOWN OF SMITHFEIELD, BHODE ISLAND

For the Year Ended June 30, 2012

Revenues:
State aid - Intergovernmental
Education Jobs Funding - Intergovernmental
Medicaid, Tuition, and Miscellaneous
Total revenues

Expenditures:
Salaries
Employee benefits
Purchased services
Supplies and materials
Other
Capital outlay

Total expenditures

Excess of revenues over (under) expenditures

before other financing sources (uses)

Other financing sources (uses):
Operating transfer from Town appropriation
Operating transfer from Town for capital
Use of June 30, 2011 fund balance

Total other financing sources (uses)

Excess of revenues and other financing sources
over expenditures and other financing uses

Reconciliation of Budgetary Basis to GAAP Basis:

Excess of revenues and other financing sources
over expenditures and other financing uses - Budgetary Basis (RSI-2)

Less use of June 30, 2011 fund balance

Excess of revenues and other financing sources
over expenditures and other financing uses - GAAP Basis (Exhibit B-2)

Variance with
Final Budget
Original Final Positive
Budget Budget Actual (Negative)
$ 4,734,817 $ 4,734,817 $ 4,734,817 $ -
223,988 227,297 227,297 -
350,000 350,000 360,844 10,844
5,308,805 5,312,114 5,322,958 10,844
20,180,968 19,994,525 19,840,424 154,101
7,824,225 7,116,440 7,125,985 (9,545)
4,354,314 4,382,669 3,900,285 482,384
1,126,585 1,352,099 1,306,740 45,359
31,130 34,495 32,379 2,116
310,010 353,056 318,792 34,264
33,827,232 33,233,284 32,524,605 708,679
(28,518,427) (27,921,170) (27,201,647) 719,523
26,814,432 26,814,432 26,814,432 -
450,000 450,000 450,000 -
1,253,995 656,738 656,738 -
28,518,427 27,921,170 27,921,170 -
$ - $ - $ 719,523 $ 719,523
$ 719,523
(656,738)
$ 62,785

RSI -2
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TOWN OF SMITHFIELD

OTHER SUPPLEMENTARY INFORMATION




TOWN OF SMITHFIELD

NONMAJOR GOVERNMENTAL FUNDS

SPECIAL REVENUE FUNDS

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

Active Shooter Training Fund

Animal Control Fund

Animal Spay & Neuter

Bulletproof Vest Grant

Byrne Grant

Police Restricted Revenue

CDBG

Document Preservation & Tech Upgrades
EMA Radio

Energy Conservation Block Grant

Fire Prevention

Historical Records

Municipal Contingency Escrow
Operation Blue Riptide

Police Confiscated Funds

Tri Town Il Police Grant

FDA Tobacco Compliance

Wal-Mart Grant

Retirement Escrow

Revaluation Escrow

RI DOH Alcohol Grant

Ri DOH Tobacco Grant

RI DOT Children Passenger Safety

RI DOT Click it or Ticket

Scholarship Fund

Senior Center Grant

Smithfield Fire Rescue

Senior Center Memorial Donations

Police Memorial Fund

General Public Assistance

Senior Center Expansion Donations

Tri Town ll Police Grant

School Restricted Grant Funds

(CONTINUED)




TOWN OF SMITHFIELD

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.

Mann School Road Drainage
Fanning Lane Road Construction
Green Acres Acquisition Fund
Highway Drainage

Smithfield Historic Landmark
Impact Fees

Land Acq. Open Space Bond
Log Road Fund

Middle School Additions

Open Space & Rec. Area

Police Equipment

Road Resurfacing 2007
Esmond Street Enhancement
Water District Improvement Fee
Handicap Accessibility

Special Projects Fund

Capital Reserve Fund

Land Trust Fund

Salt Barn Property

(CONTINUED)




TOWN OF SMITHFIELD ]

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:

e Cemetery Fund

(CONCLUDED)
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TOWN OF SMITHFIELD

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:

Student Activities Funds
Probate Court

Street Lighting

Soil Erosion




TOWN OF SMITHFIELD, RHODE ISLAND

Statement of Changes in Assets and Liabilities
Agency Funds

Year ended June 30, 2012

Student Activity Funds

ASSETS:
Cash
TOTAL ASSETS

LIABILITIES:
Deposits held in custody for others
TOTAL LIABILITIES

Probate Court

ASSETS:
Cash
TOTAL ASSETS

LIABILITIES:
Deposits held in custody for others
TOTAL LIABILITIES

Street Lighting

ASSETS:
Cash
TOTAL ASSETS

LIABILITIES:
Deposits held in custody for others
TOTAL LIABILITIES

Soll Erosion

ASSETS:

Cash

Other receivables
TOTAL ASSETS

LIABILITIES:
Deposits held in custody for others
Other liabilities

TOTAL LIABILITIES

Total - All Agency Funds

ASSETS:

Cash

Other receivables
TOTAL ASSETS

LIABILITIES:
Deposits held in custody for others
Other liabilities

TOTAL LIABILITIES

Beginning Ending
Balance Additions Deductions Balance
$ 168,430 511,115 518,477 $ 161,068
$ 168,430 511,115 518,477 $ 161,068
$ 168,430 511,115 518,477 $ 161,068
$ 168,430 511,115 518,477 $ 161,068
$ 95,923 58 - $ 95,981
$ 95,923 58 - $ 95,981
$ 95,923 58 - $ 95,981
$ 95,923 58 - $ 95,981
$ 20,570 16 - $ 20,586
$ 20,570 16 - $ 20,586
$ 20,570 16 - $ 20,586
$ 20,570 16 - $ 20,586
$ 293,898 142 212,368 $ 81,672
- 21,025 19,750 1,275
$ 293,898 21,167 232,118 $ 82,947
$ 73,030 21,167 11,250 $ 82,947
220,868 - 220,868 -
$ 293,898 21,167 232,118 $ 82,947
$ 578,821 511,331 730,845 $ 359,307
- 21,025 19,750 1,276
$ 578,821 532,356 750,595 $ 360,582
$ 357,953 532,356 529,727 $ 360,582
220,868 - 220,868 -
$ 578,821 532,356 750,595 $ 360,582
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TOWN OF SMITHFIELD

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 heaith.

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 8 contain information to help the reader assess the factors
affecting the Town’s ability to generate property tax revenue.

Debt Capacity: Schedules 9 through 12, and 18 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 13 and 14 contain demographic information to help the
reader understand the environment in which the Town’s financial activities take place.

Operating Information: Schedules 15 through 17 contain information about the Town’s operations
and resources over a period of time.

Other Information: Schedules 19 and 20 contain additional information about the Town that Town
Officials believe is useful to the reader of the comprehensive financial report.
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SCHEDULE 6

LAST TEN FISCAL YEARS

Town School Debt Total

Fiscal Operating Operating Service Direct
Year Millage Millage Millage Tax Rate
2003 $ 1008 $ 1254 $ 0.84 $ 2346
2004 $ 1025 $ 1259 $ 0.77 $ 2361
2005 $ 6.92 $ 8.71 $ 0.75 $ 1639
2006 $ 6.90 $ 8.72 $ 0.67 $ 1629
2007 $ 7.36 $ 9.00 $ 0.64 $ 1699
2008 $ 6.24 $ 7.79 $ 0.53 $ 1456
2009 $ 6.53 $ 8.09 $ 0.56 $ 1518
2010 $ 6.69 $ 8.27 $ 0.36 $ 1532
2011 $ 7.94 $ 9.95 $ 0.43 $ 1832
2012 $ 8.01 $ 9.79 $ 0.55 $ 1835

Source: Town of Smithfield, Rhode Island Finance Records
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June 30, 2012
BUILDINGS
Administration 1
Maintenance 0
Elementary Schools 4
Middle School 1
High School 1
Total 7
STUDENTS Elementary Secondary
2012 1,134 1,435
2011 1,051 1,419
2010 1,060 1,444
2009 1,088 1,467
2008 1,099 1,500
2007 1,119 1,490
2006 1,104 1,521
2005 1,125 1,534
2004 1,048 1,567
2003 1,169 1,534
2002 1,228 1,459
2001 1,220 1,484
2000 1,254 1,481
Administrative 15.0
Certified Staff:
Instructional 150.2
ESL 0.5
Special Education 40.3
Other (Librarians, Counselors, Nurses,etc.) 23.0
Total Certified Staff 214.0
Non- Certified Staff
Secretary and Clerical 19.0
Building and Maintenance 27.0
Teacher Assistants 35.0
Supervisory Aides 0.0
Technicians 3.0
Bus Monitors 0.0
Attendance Officer 0.5
84.5
Total FTE's 313.5

Data collected from School Department

HEIELD PUBLIC SCHOOLS
Miscellaneous Statistics

Total
2,569
2,470
2,504
2,555
2,599
2,609
2,625
2,659
2,615
2,703
2,687
2,704
2,735

SCHEDULE 19
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TOWN OF SMITHFIELD, RHODE ISLAND

Founded:

Town Incorporation:
Type of Government:
Fiscal Year begins:

Population:

Miscellaneous Statistics
June 30, 2012

1636
1730

Council / appointed Town Manager

July 1

Official US Census

Area of Town:
Land Area:

Miles of Streets
Local Paved
State Paved
Private Paved

Elections - November 2010
Registered Voters
Number of Votes Cast
Percentage Voting

Fire Protection
# Fire Stations:
Employees :
Uniformed
Civilian(s)
Library
Full Time Employees
Part Time Employees

Data collected from various

1950 6,690
1960 9,442
1970 13,468
1980 16,886
1990 19,163
2000 20,613
2010 21,430

27.8 square miles
26.7 square miles

140
40
25

14,847
8,273
55.72%

3

48
5

9
35

Town departments

Police Protection
Buildings:
Employees:

Law Enforcement
Civilian

Full Time

Part Time
Crossing Guard

Recreation
Parks
Playgrounds
Ball Diamonds
Soccer/Football Fields
Volleyball Courts
Skating Arenas
Basketball Courts
Walking Paths
Running Tracks
Tennis Courts

Historical Cemeteries

Municipal Buildings:
Town Hall
Senior Center
Public Works Garage
Parks & Recreation

Other Municipal Employees:

SCHEDULE 20
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TOWN OF SMITHFIELD

SINGLE AUDIT SECTION

This section contains information regarding federal grant activity for the
year ended June 30, 2012, 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.”




TOWN OF SMITHFIELD, RHODE ISLAND

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2012

Federal Grantor Federal
Pass-Through Grantor CFDA Pass-Through
Program Title Number Grantor's Number Expenditures

U.S. Department of Agriculture
Passed through Rhode Island Department of Education:

National School Lunch Program 10.555 * None $ 153,844
National School Breakfast Program 10553 * None 20,483
Food Commodities 10.550 * None 10,182

Total U.S. Department of Agriculture 184,509

U.S. Department of Housing and Urban Development
Passed through Rhode Island Office of Housing and
Community Development
Community Development Block Grant 14.228 Various 33,884
Total U.S. Department of Housing and Urban Development 33,884

U.S. Department of Justice
Passed through Rhode Island Department of Justice

Bulletproof Vest Partnership Program 16.607 BUBX08043723 1,625
Enforcing Underage Drinking Laws Program 16.727 None 1,197
Edward Byrne Memorial Justice Assistance Grant Program 16.738 Various 11,607

Total U.S. Department of Justice 14,429

U.S. Department of Transporiation
Passed through Rhode Island Department of Transportation

Highway Planning and Construction 20.205 TEA2-013 455,135
Click it or Ticket Program 20.602 None 4,770
Operation Blue Riptide Program 20.608 None 8,407
Child Passenger Safety Grant 20.600 None 10,002

Total U.S. Department of Transportation 478,314

U.S. Environmental Protection Agency
Passed through Rhode Island Department of Environmental

Management
Nonpoint Source Implementation Grant 66.460 02-Water(NPS)-22 223,770
Total U.S. Environmental Protection Agency 223,770

U.S. Department of Energy
Passed through Rhode Isiand Office of Energy

State Energy Program 81.041 GR-8684 216,902
Total U.S. Department of Energy 216,902

U.S. Department of Homeland Security
Passed through Rhode Island Emergency Management Agency
State and Local Homeland Security National Training Program 97.005 31-108-FY2011 SH 6,629
Total U.S. Department of Homeland Security 6,629

U.S. Department of Health and Human Services
Passed through Tri-Town Community Action Agency
Alcohol Research Program 93.276 None 9,219
Total U.S. Department of Health and Human Services 9,219

U.S. Department of Education
Passed through Rhode island Department of Education

Title | - Part A - Disadvantaged Youth 84.010 2725-11702-201 142,848
Title Il - Part A - Teacher Quality 84.367 2725-16402-201 89,901
Project IDEA - Part B 84.027 ** 2725-13202-201 598,908
Project IDEA - Part B - ARRA 84.391 ** 4572-10202-101 142,410
Project IDEA Preschool 84173 *  2725-13502-201 21,273
Project IDEA Preschool - ARRA 84.392 ** 4572-10802-101 12,462
Education Jobs Fund - ARRA 84.410 4572-13102-101 227,297
Race To the Top Fund - ARRA 84.395 None 22,343
Perkins - Career and Technical Education 84.048 2725-15302-201 98,070
Total U.S. Department of Education 1,355,512
Total Expenditures of Federal Awards $2,523,168

* & ** - Denotes program clusters which are considered to be a single program for compliance testing purposes.
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JOWN OF SMITHFIELD, RHODE ISLAND

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2012

2.

3.

General

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all federal
awards programs of the Town of Smithfield. 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. The accompanying Schedule of Expenditures of Federal Awards also includes
$10,182 for the value of food commodities which is reported as a component of the Federal School Lunch
Program Cluster. These commodities are not reported in revenue or expenses of the Business-Type Activities
for financial statement purposes.

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 Smithfield. 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, 2012, the
following programs were considered major programs:

Highway Planning and Construction ...........ccceeeeveneencaie. CFDA #20.205
Project IDEA —Part B ™ ........cccccovvvnniimnnieirnsennenenesecnsenns CFDA #84.027
Project IDEA — Part B—ARRBA ™ ...t CFDA #84.391
Project IDEA Preschool * .........cccvciiiiniiinsesnssesnnnscnnnnas CFDA #84.193
Project IDEA Preschool — ARRA ™ ........coiniivnnecininnnnnnnn CFDA #84.392

* These programs are in a cluster and therefore are considered one program for
compliance requirements.
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© Braver.

Accountants & Advisors

REPORT ON INTERNAL CONTROL 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
Town of Smithfield, 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
Smithfield, as of and for the year ended June 30, 2012, which collectively comprise the Town of
Smithfield’s basic financial statements and have issued our report thereon dated December 21, 2012. 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

Management of the Town of Smithfield is responsible for establishing and maintaining effective
internal control over financial reporting. In planning and performing our audit, we considered the Town of
Smithfield’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 Smithfield’s internal control over financial reporting.

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

A deficiency in internal control 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 and correct misstatements on a timely basis. A material weakness is a deficiency, or combination of
deficiencies, in intemal control, such that there is a reasonable possibility that a material misstatement of
the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.

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

identify any deficiencies in intemal control over financial reporting that we consider to be material
weaknesses, as defined above.

Needham
Boston

m g| 122 Concord
Taunton
At 155 South Main Street, Suite 100, Providence, Rl 02903 T401.421.2710 F401.274.5230 www.thebravergroup.com

Providence




Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Smithfield’s financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant 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.

This report is intended solely for the information and use of management, members of the Town
Council, 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.

/é’W e

Providence, Rhode Island
December 21, 2012
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Accountants & Advisors

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE
A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Honorable Town Council
Town of Smithfield, Rhode Island

Compliance

We have audited the Town of Smithfield’s compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect
on the Town of Smithfield’s major federal programs for the year ended June 30, 2012. The Town of
Smithfield’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 its major federal programs is the responsibility of the Town

of Smithfield’s management. Our responsibility is to express an opinion on the Town of Smithfield’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 Smithfield’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
Smithfield’s compliance with those requirements.

In our opinion, the Town of Smithfield, complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on its major federal programs
for the year ended June 30, 2012.

Needham
Boston

m | 124 Concord
g Taunton
oo 155 South Main Street, Suite 100, Providence, RI 02903 T401.421.2710 F401.274.5230 www.thebravergroup.com  Providence




Internal Control Over Compliance

Management of the Town of Smithfield 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 Smithfield’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 the auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with OMB Circular A-
133, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the Town of Smithfield’s
internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement
of a federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

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

This report is intended solely for the information and use of management, members of the Town
Council, 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.

/&W A2c.

Providence, Rhode Island
December 21, 2012
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TOWN OF SWITHFIELD, RHODE ISLAND

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2012

SUMMARY OF AUDITOR’S RESULTS

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

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

3. No instances of noncompliance material to the financial statements of the Town of Smithfield
were disclosed during the audit.

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

5. The auditor’s report on compliance for the major federal award programs for the Town of
Smithfield expresses an unqualified opinion.

6. Audit findings relative to the major federal award programs for the Town of Smithfield are
reported in Part C of this schedule.

7. The programs tested as major programs were:

Highway Planning and Construction ............cccccevevennicenna. CFDA #20.205
Project IDEA—Part B * .......coeoeeirircsnininecisneeens CFDA #84.027
Project IDEA —Part B—ARRBA * ........ccocnvenicniniincrnnnnnns CFDA #84.391
Project IDEA Preschool * .........ceneeinnniscnsessenns CFDA #84.193
Project IDEA Preschool — ARRA ™ .......ccoceivrenencniinnnnns CFDA #84.392

* These programs are in a cluster and therefore are considered one program for
compliance requirements.

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 Smithfield, 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.

(CONTINUED)
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TOWN OF SMITHFIELD, RHODE ISLAND

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2012

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

None noted.

Prior Year Findings:

None noted.

(CONCLUDED)
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TOWN OF SMITHFIELD, RHODE ISLAND

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
JUNE 30, 2012

NONE NOTED
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