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Town of Foster

Office of the Treasurer
181 Howard Hill Road
Foster, RI 02825

(401) 392-9207

December 31, 2007

To the Honorable President and
Members of the Town Council
Foster, Rhode Island

The Comprehensive Annual Financial Report of the Town of Foster, for the fiscal year ended June 30, 2007, is
hereby submitted. This report was prepared by the 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's
management. 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 position and results of operations of the Town; and that all disclosures
necessary to enable the reader to gain adequate understanding of the Town's financial affairs have been included.

The Comprehensive Annual Financial Report is presented in three sections: Introductory, Financial and Statistical.
The introductory section includes this transmittal letter, the Town's organizational chart, and a list of principal officials.
The Financial Section includes the Independent Auditors' Report, the Management Discussion and Analysis, the basic
financial statements, required supplementary information, and other supplementary information. The Statistical Section
includes selected financial and demographic information generally presented on a multi-year basis.

The Town of Foster is a Rhode Island municipal corporation which provides the following services to its residents:
general administrative services, public safety, public works, social services and education. The Town supports the
operations of the Foster-Glocester Regional School District. The Town’s support is based on the number of residents
attending the Regional Schools and is reported as an expenditure within the Town’s General Fund.

GOVERNMENT PROFILE

The Town of Foster was founded in 1636, incorporated as a Town on August 24, 1781, and is located at the
southeastern corner of Providence County on the Rhode Island/Connecticut line. Bounded on all sides by other rural
towns (Killingly, Sterling, Connecticut on the west, Glocester on the north, Coventry on the south and Scituate on the
east), Foster remains sparsely settled with a population density of only 81.8 persons per square mile. It is connected to
the southeast corridor by a network of highways including Interstates 295, 6 and 95. It currently occupies 52.21 square
miles and serves a population of 4,274.



The Town operates under a Home Charter adopted in 1976 providing for a Town Council form of government,
with a five member Town Council, elected at-large for terms of two years, and headed by a Council President. All
legislative powers of the Town are vested in the Town Council by Charter including all powers to enact, amend or
repeal ordinances relating to the Town’s property, affairs and government (which include the. power to create offices,
departments or agencies of the Town, preserving the public peace, health and safety, and establishing personnel
policies) except such powers as are reserved by State Law to the annual Financial Town Meeting (which include the
ordering of any tax, making appropriations, giving effect to any vote of the Financial Town Meeting authorizing the
issuance of bonds, and transacting any other business pertaining to the financial affairs of the Town).

The Town Council is supported and advised by various Boards and Commissions (members of which are
volunteers and are appointed by the Town Council at various intervals) some of which are: Planning Board, Zoning
Board, Personne! Board, Board of Canvassers, and the Recreation Committee.

COMPONET UNIT

The Foster Land Trust (Land Trust) has been presented as a component unit of the Town in the accompanying
government-wide financial statements. Further information regarding the purpose of the Land Trust and the definition
of component unit is in Note 1 of the financial statements.

EDUCATION

The public school system of the Town consists of one elementary school, grades kindergarten through 5, and is
served by the Foster School Department. Grades 6 through 12 are served by the Foster-Glocester Regional School
District of which the Town of Foster and the Town of Glocester are member communities.

The Foster-Glocester Regional School District was incorporated and its fiscal authority established by Acts of the
General Assembly in 1958 and 1959. In fiscal year ending June 30, 2007, the Town of Foster paid $3,569,679 to the
Foster-Glocester Regional School District.

The general administration of the Foster School Department is directed by a 3-member School Committee whose
members are elected at-large every for two-year terms. These three members of the Foster School Committee along
with the six Schoo! Committee members from the Town of Glocester are members of the Foster-Glocester School
Committee. The School Committees determine and control all policies affecting the administration, maintenance and
operation of the public schools in the Town. The School Committees appoint a Superintendent as their chief
administrative agent and such other administrative officers as are considered necessary, and submit detailed budgets of
expenditures and revenues to the voters at annual Financial Town Meetings. The Foster-Glocester Regional School
District Financial Town Meeting is held on the third Tuesday in March of each year and its budget is adopted at that
meeting. Once the school budgets have been approved, the school committees determine the allocations of the amounts
appropriated. The School Committees direct and control all policies affecting the administration, construction,
maintenance and operation of the public schools.

The Town Charter provides that, based on budget estimates submitted by the Foster School Committee, the Town
Council establishes the Foster School Department’s appropriation in total only, and that the School Committee
determines the allocation of the amounts appropriated.

The Town of Foster’s school system (grades kindergarten through 5) consists of 1 elementary school (Captain Isaac
Paine). Its cost of operation for the fiscal year ended June 30, 2007 was $4,596,232.

Grades 6 through 8 attend the Ponaganset Middle School and grades 9 through 12 attend Ponaganset High School.
Both the middle and high schools are physically located in the Town of Glocester near the border between the Towns
of Foster and Glocester.
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As of October at the beginning of each school year, the student enrollment in the Foster Schoo! System for the past
five years has been and is projected to be as follows:

Actual Enrollment

Year
2002-2003 .. 992
2003-2004 ... 898
2004-2005  .....oieivee. . 865
2005-2006 .....ociiiin. 963
2006-2007 ... 864

Projected Enrollment

Year
20072008 ..., 928
2008-2009 ... 904
20092010 ..oiiiiee. 829
2010-2011 ... 657
2011-2012 ... 670

MUNICIPAL SERVICES

The Town provides the following major public services: i
Public Works - The Town of Foster’s Public Works Department provides a full range of services including street
maintenance, snow removal, and maintenance of Town property.

Public Safety -
Police: The Town Police Department is responsible for Public Safety and has a force of 7 full-time
sworn officers, including the Chief, Captain, 3 Sergeants and 2 patrol officers. The department also has 4 full-time and
2 part-time Dispatchers. The Dispatchers dispatch for both the police and fire departments.

Animal Control: The Police Department is also responsible for Animal Control which has 1 part-time
Animal Control Officer.

Fire and Rescue: Fire protection and rescue services in the Town of Foster are provided by four
separate non-profit volunteer entities created by State statue: Foster Center Fire Company, Moosup Valley Fire
Company, South Foster Fire Company, and the Foster Ambulance Corp.

Building and Zoning ~ The department is made up of 1 part-time Building Official, 1 part-time Electrical Inspector
and 1 part-time Plumbing Inspector whose responsibilities include insuring compliance with state and local building
code ordinances and laws.

Human Services — The department provides social services to the Town’s seniors along with operating the Town’s
food and clothing bank for residents in need.

ECONOMIC CONDITIONS AND OUTLOOK

Foster is primarily a suburban residential community. Residential property accounts for 83.48% of the total tax
roll.



EMPLOYMENT

Most employment opportunities extend outside the Town to the Cities of Hartford, Providence and Boston. The
majority of job opportunities offered in town are part time. The principal employers are the Foster School Department,
Foster Country Club, Town of Foster and Turnquist Lumber.
HOUSING

At the end of 2007 sale prices for single family homes in Foster ranged from $135,000 to more than $575,000.
The 2007 third quarter median sales price for homes in Foster was $345,000.

POPULATION TRENDS

In 2000 Foster was ranked 36 in population among the thirty-nine cities and towns in Rhode Island. Based on the
U.S. Bureau of the Census, Foster experienced a moderate increase in population from 1970 through 2000.

Population in the Town from 1950 to 2000 was as follows:

Years Population
1950 1,630
1960 2,097
1970 2,626
1980 3,370
1990 4,316
2000 4,274

Source: 1J.S. Bureau of the Census, 1950-2000

ECONOMIC DEVELOPMENT

The Town recently transformed its Economic Development Committec into a new commission called the
Economic Development Initiative (EDI) which is made up of the Town Council Vice President, Town Planner, and the
Treasurer/Finance Director. The council took action to create the commission because of the various backgrounds each
of the individuals bring to the group and also in their capacity it allows business owners and developers direct access to
the proper personnel in order for them to receive the services they might need.

With the continue upgrades to the Town’s website the EDI has created a economic development yellow pages to
allow all town businesses the opportunity to be listed on the page with their contact information and a brief description
of the products or services that they provide. In conjunction with the yellow pages the EDI has designed a signage
template to offer to town businesses being displayed at major intersections directing consumers to the business’s
location.

The Town has a large quantity of small businesses which has prompted the Economic Development Initiative to
join forces with the Rhode Island Economic Development Corporation to bring in a series of seminars to promote small
businesses and the methods to help them grow.

MAJOR INITIATIVES

Rach year the Town adopts a six-year Capital Improvement Program. This plan helps identify projects that should
be undertaken in the next five years. This long-range planning is essential in addressing the future development and
growth of the Town. The Town has continually funded its capital requirements through annual contributions of 2% of
expenditures from the operating budget along with surplus funds above the 10% cap.
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The Town has recently adopted a charter amendment to change the part-time planner to a full-time position. This
will allow the individual the necessary time to oversee ali of the Town’s planning and zoning functions. Additionally a
major function of the position is grant writing and coordination.

During the past year numerous major construction and renovation projects have begun throughout the town. To
name a few:
Construction of a new Middle School
Major renovations to the High School
Town Hall improvements (painting and constructing attic storage)
Town House Historic Restoration

FINANCIAL INFORMATION

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
conirol adequately safeguards assets and provides reasonable assurance of proper recording of financial transactions.

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. The Town has passed a fund balance policy, which recommends that the Town’s
Fund Balance be maintained at 12%. By maintaining these levels, the Town is able to meet its working capital needs
and does not have to borrow to meet obligations during the yearly cash cycles.



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
provided to the Town of Foster: worker's compensation, general liability, automobile liability, public buildings, and
public officials’ liability insurance.

INDEPENDENT AUDIT

In accordance with the Town's Charter an audit of the accounts and financial statements has been completed by the
Town's independent Certified Public Accountants, Bacon & Company, CPA’s, LLC and their opinion is included
herein.

REPORTING ACHIEVEMENT

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 Foster for its Comprehensive Annual Financial
Report for the fiscal year ended June 30, 2005. This was the eleventh consecutive year that the government has
achieved this prestigious award, but unfortunately the Town was unable to apply for the achievement for the fiscal year
ended June 30, 2006.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and
effectively 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 requirements and we are submitting
it to GFOA to determine its eligibility for another certificate.

ACKNOWLEDGMENT

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 Finance Department. 1 would also express
my appreciation fo other personnel from various departments who assisted in its preparation. Finally, I would like to
thank the Town Council for their support in planning and conducting the financial operation of the Town in a dedicated,
professional and responsible manner.

Respectfully,
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Randy R. Rossi
Treasurer / Finance Director

vi



TOWN OF FOSTER, RHODE ISLAND

TOWN COUNCIL Colette Matarese, President
John Lewis, Vice President

Harold R. Shippee, Sr.

TOWN CLERK
TOWN SERGEANT
TREASURER / FINANCE DIRECTOR
TAX ASSESSOR
TAX COLLECTOR
PLANNER
BUILDING OFFICIAL
POLICE CHIEF
FIRE CHIEF - SOUTH FOSTER
FIRE CHIEF - MOOSUP VALLEY
FIRE CHIEF - FOSTER CENTER
| DIRECTOR OF HUMAN SERVICES
INTERM PUBLIC WORKS DIRECTOR
LIBRARY DIRECTOR
SCHOOL SUPERINTENDENT

SCHOOL COMMITTEE

Lynne Rider
Peter Baribault

Anne M. ITrons

Mike Coggeshall
Randy R. Rossi
Anne L, Carlson
Pam J. Fontaine
Ann-Marie Ignasher
Robert Fallon
Robert E. Coyne, Jr.
Gordy Brayton

Paul Cunniff

Wil Paul

Nancy Johnston
Robert Clarkin

Kris Chin

Robert Wallace
Ronald Cervasio

Dennis R. Chretien
Michael S. Paolucci



A

I
J ﬁ TIVOgF
TANNOSHAS ¥ADLIA0 SETHOLVASIA SHIINAA0 H0SSASSY HOLOTTI0D ALNd3a IANNOSHIL ALNd3Q ONISSVANYD
100HOS aoq XVE XV1 ; ﬁ
avod
HOI1DTHId SSNI ONTATING DONINOZ
INRQNALNTIINS SADIANIS AFTHD YTANSVIAL SMIoM oy any
NYIWOH 04 orEnd P ﬁ ONINNYId

(5) [uno) AR aM0f
sy,

(GRS
foopg

SHTLOA



FINANCIAL SECTION

THIS SECTION CONTAINS THE FOLLOWING:

Independent Auditors' Report
Management Discussion and Analysis
Basic Financial Statements
Required Supplementary Information

Other Supplementary Information



< SM

America Counts on

CPAs

CON & COMPANY, CPA'S, LLC

875 Centerville Road
Bidg. 3, Unit 10
Warwicl, Rl 02886

Phone: 401-586-6565
Fax: 401-826-1710

INDEPENDENT AUDITORS' REPORT

To the Honorable President and
Members of the Town Council
Foster, Rhode Island

We have audited the accompanying financial statements of the governmental activities, the
aggregate discretely presented component unit, each major fund, and the aggregate remaining
fund information of the Town of Foster, Rhode Island, as of and for the year ended June 30, 2007,
which collectively comprise the Town’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the Town of Foster, 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 the 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 aggregate discretely presented
component unit, each major fund, and the aggregate remaining fund information of the Town of
Foster, Rhode Island, as of June 30, 2007, and the respective changes in financial position, thereof
for the year then ended in conformity with the accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated
December 31, 2007 on our consideration of the Town of Foster, Rhode Island's internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
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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.

The Management's Discussion and Analysis, budgetary comparison information and
supplementary pension information on pages 3 through 13 and 42 through 51 are not a required
part of the basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

QOur audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town of Foster, Rhode Island's basic financial statements. The
introductory section, the combining nonmajor fund financial statements, the combining fiduciary
fund financial statements, other supplementary information and statistical tables are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The
combining nonmajor fund financial statements, the combining fiduciary fund financial statements,
and other supplementary information have been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, are fairly stated in all material
respects in relation to the basic financial statements taken as a whole. The introductory section
and statistical tables have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on them.

Aoem oy O, 1AC

Warwick, Rhode Island
December 31, 2007



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2007
(Un-audited)

Our discussion and analysis of the Town of Foster, Rhode Island’s financial performance provides an
overview of the Town’s financial activities for the fiscal year ended June 30, 2007. Please read it in
conjunction with the letter of transmittal and the Town’s financial statements that follow this section.

Financial Highlights

On a government-wide basis the assets of the Town of Foster exceeded its liabilities at June 30,
2007 by $11,068,643. Net assets of the Town’s component unit increased by $196,801, or 21%,
to $1,121,333.

The Town’s Government-wide operating expenses were $12,305,750, a 12.3% increase from the
prior year due mainly to increases in education costs and enhancements to Town services and
infrastructure. Revenues recognized were $11,877,356, a 5.3 % increase due mainly to an
increase in tax revenue.

As of the close of the fiscal year, the Town’s governmental funds reported combined ending
fund balances of $3,461,277. Over 89% ($3,089,063) of this amount is unreserved. Within the
unreserved amount, $2,893,752, or 84% is undesignated.

In the Town’s general fund, at the end of 2007, the unreserved, undesignated fund balance was
$678,265 or 6.0% of the total general fund expenditures and other uses of funds for the fiscal
year. The current fiscal year’s expenditures and uses of funds exceeded revenues and sources of
funds by $65,058. On a budgetary basis revenues and sources of funds exceeded expenditures
and uses of funds by $75,186.

Overview of the Financial Statements

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

Government-wide financial statements
Fund financial statements
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 financial information provide information
about all of the Town’s activitics. They provide both a short-term and a long-term view of the Town’s
financial health as well as information about activities for which the Town acts solely as a trustee for the
benefit of those outside of the Town’s government.



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2007
(Un-audited)

Government-wide financial statements - are designed to provide readers with a broad overview of the
Town’s finances in a manner similar to that of private-sector businesses. They are presented on the
accrual basis of accounting where revenues and expenditures are recognized in the period they occur as
opposed to the period in which they are 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.

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.

The Statement of Activities distinguishes functions of the Town, which are supported by taxes and
intergovernmental revenues (governmental activities), from other functions that are intended to recover
all, or a significant portion, of their costs through user fees and charges (business-type activities). The
Town’s governmental activities include general government and administration, public safety, public
works, social services and recreational services. The Town’s one component unit is the Foster Land
Trust. The Town has no business type activities.

The government-wide financial statements are reported on pages 14 and 15.

Fund financial statements — A fund is a grouping and self-balancing set of related accounts that are used
to maintain control over resources that have been segregated for specific activities or objectives. The
Town, like other state and local governments, uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements. All of the funds of the Town are governmental funds.

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

Because the focus of governmental funds is narrower 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,



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2007
(Un-audited)

expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

In addition to the 18 funds exhibited here for the School Department, the Town maintains 20 active
individual governmental funds and 1 fund within the component unit. 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, the School Unrestricted Fund, and
the Capital Project 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 on pages 52 through 65 in this report. The
individual funds within the component unit have been summarized into the data presented.

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 23 through 41.

Other Information - In addition to the basic financial statements and accompanying notes, this report also
presents certain supplementary information pertinent to the Town’s operations. Required Supplementary
information is presented on pages 42 through 51.

Government-wide Financial Analysis

Analysis of the Town of Foster’s Net Assets

As noted earlier, net assets may serve, over time, as a useful indicator of a government’s financial position
and an important determinant of its ability to finance services in the future. On a government-wide basis,
the assets of the Town exceeded its liabilities at June 30, 2007 by $11,068,643, a decrease of $428,394, or
3.7% from 2006.

The most significant changes noted were:

Noncurrent assets increased by $112,484 from 2006.

The $197,440 decrease in Unrestricted Net Asset was offset somewhat by a $64,605 increase in Invesied
in capital assets, net of related debt.

Noncurrent liabilities increased by $111,628 due entirely to compensated absences increasing due to step
increases in the school department staff and enacting of a new police contract.



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2007
(Un-audited)

Listed below is a comparison of the current and prior fiscal years.

Town of Foster

Statement of Net Assets
June 30, 2007 June 30, 2006
Governmental Component Governmental Component
Activities Unit Activities Unit
Current assets $ 4,214,953 $§ 152,433 $ 4,642,401 $ 100,036
Noncurrent assets 7,667,138 968,500 7,554,654 828,900
Total assets $ 11,882,091 $ 1,121,333 § 12,197,055 $ 928936
Current liabilities $ 455,219 $ - $ 453,417 $ 4,404
Noncurrent liabilities 358,229 - 246,601 -
Total liabilities b 813,448 § - 3 700,618 $ 4,404
Net Assets:
Invested in capital assets, net of related debt $ 7,619,259 $ 968,900 $ 7,554,654 $ 828900
Restricted 2,458,707 - 2,754,266 -
Unrestricted 990,677 152,433 1,188,117 95,632
Total net assets $ 11,068,643 $1,121,333 $ 11,497,037 $ 924,532

The largest portion ($7,619,259) of the Town’s net assets consists of its investments in capital assets such
as land, buildings and improvements, motor vehicles, furniture and equipment and infrastructure, less any
debt used to acquire these assets, which is still outstanding. The Town 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 are
unlikely to be used to liquidate these liabilities.

An additional portion ($2,458,707) of the Town’s net assets represents resources that are subject to
external restriction on how they may be used. The remaining balance of unresiricted net assets may be
used to meet the government’s ongoing obligations to its citizens and creditors.

As of June 30, 2007 the Town of Foster reports positive balances in all three categories of net assets for
the government as a whole.



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2007
(Un-audited)

Analysis of the Town of Foster’s Operations

The following analysis provides a summary of the Town’s operations for the year ended June 30, 2007.
The Town first implemented GASB Statement 34, Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments for the fiscal year ended June 30, 2004.
Comparative data is available and is presented in the following schedules. Governmental activities
decreased the Town’s net assets by $428,394 for the current period. Component unit activities increased
its net assets by $196,801, or 21.3%, from 2006.

Total revenues increased by $595,277, or 5.3%, from 2006. Operating grants and contributions increased
by $6,859 from 2006 due primarily to an increase in state and federal grant programs. Property tax
revenue increased by $383,543, or 4.9% from 2006, this was due mainly to an increase in the tax levy.

Total expenses increased by $1,347,736, or 12.3% from 2006, which was primarily due to an increase in
Education expense $556,003, or 7.2% from 2006 and improvements to Town services and infrastructure,

Town of Foster

Statement of Activities

June 30, 2007 June 30, 2006
Governmental Component Governmental Component
Activities Unit Activities Unit
. Revenues

Program revenues
Charges for services 346,141 60,487 359,166 52,103
Operating grants 1,917,525 1,910,666 -
Capital grants - 96,750 - 102,000

General revenues

Property taxes 8,262,363 - 7,878,820 -
State aid 1,215,414 ' - 1,039,025 -
Interest and investment income 135,913 2,284 80,694 2,787
Miscellaneous - 37,280 13,708 -
Total revenues 11,877,356 196,801 11,282,079 156,890



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2007
(Un-audited)

Expenses

Legislative, judicial and

general administrative 1,075,154 - 867,567 -

Health and welfare 408,234 - 372,732 -

Public Safety 1,386,698 - 1,101,109 -

Public Works 841,178 - 579,346 -
Building and Zoning 50,392 - 41,013 -
Planning 33,299 - 32,860 -
Conservation 1,130 - 2,172 -
Recreation 43,017 - 65,544 -
Education 8,234,752 - 7,678,749 -

Food services 86,708 - 88,411 -
Libraries 145,188 - 128,511 -

Land Trust - - - -

Tolzl expenses 12,305,750 - 10,958,014 -

Change in net assets (428,394) 196,801 324,065 156,890
Net assets July 1, restated 11,497,037 924,532 11,172,972 767,642
Net assets June 30 $ 11,068,643 $ 1,121,333 $ 11,497,037 $ 924,532

Financial Analysis of the Town of Foster’s Funds

Governmental Funds - The focus of the Town of Foster’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 $3,461,277. Approximately 90% of the total amount, or $3,089,063 constituted unreserved
fund balances. Included in the unreserved balance is $195,311 designated (appropriated) for fiscal year
2008, a decrease of $4,689 from 2006.



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2007
(Un-audited)

Town of Foster
Governmental Funds

Fund Balances
Total Total
Governmental Governmental
Funds Funds
June 30, 2007 June 30, 2006
Reserved:
Reserved for prepaid expenditures § 97,102 $ 45361
Reserved for capital expenditures 275,112 215,354
Unreserved:
Designated for subsequent year budget 195,311 200,000
Undesignated 2,893,752 3,421,239

Total fund balances $ 3,461,277 $ 3,881,954

General Fund Budgetary Highlights

Revenues
Actual revenues and other financing sources reported in 2007 exceeded budgeted amounts by $258,025,
or 2.2%.

Actual General Property Taxes collected were greater than budget by $54,957, or .7%.

General State Aid exceeded budget by $43,932, or 3.2%. The Town received $62,929 more than the
$778,192 budgeted for the State Excise Tax Phase-out and $1,494 more than the $310,987 budgeted for
General Revenue Sharing. The Town budgets conservatively because the amounts to be paid to the Town
during 2007 were not known until after the budget was passed.

Interest and investment income exceeded budget by $46,751 or 215%. Most of this was due to higher
than anticipated interest rates.

License and permit fees collected exceeded budget by $27,160, or 41%, due to an increase in instruments
recorded.

Expenses

Actual expenditures and other financing uses in the Town's General Fund were higher than budget by
$182,839 or 1.5%. This was primarily due to replenishing the Town’s healthcare reserve funds in the
amount of $150,000 to West Bay Community Health which had been withdrawn from the fund and
invested with Town surplus funds. The other major factors that contributed to expenses exceeding the



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2007
(Un-audited)

budget where in the areas of Unemployment Compensation (11,776) and Contingency (27,195) which
dealt with two legal cases being settled and a change of administration replaces town personnel.

Some of the negative variances realized were offset by a favorable balance in the Public Safety budget by
- $23,245.

The Town of Foster’s Capital Assets

The Town of Foster’s investment in capital assets for its governmental activities amount to $7,667,138,
net of accumulated depreciation at June 30, 2007. Included are land, building and improvements,
construction in progress, motor vehicles, furniture and equipment and infrastructure.

Additional information on the Town of Foster’s capital assets is located in note 7 on page 33 of the notes to
the financial statements.

Town of Foster
Capital Assets (net of Accomulated Depreciation)

June 30, 2007 June 30, 2006
Governmental Component Governmental Component
Activities Unit Activities Unit

Land b 31,199 $ 968,900 $ 31,199 $ 828,900
Construction in progress - - 34,543 -
Land Improvements 38,629 - 46,387 -
Buildings and improvements 2,393,960 - 2,354,349 -
Motor vehicles 818,697 - 768,093 -
Machinery and equipment 184,654 - 190,546 -
Infrastructure - roads and bridges 4,199,999 - 4,129,537 -
Total $ 7,667,138 £ 968,900 $ 7,554,654 $ 828,900

Significant additions to capital assets in 2007 include:
Land — $140,000 Purchase of open space for Foster Land Trust

Buildings and improvements — $ 59,400 Class A Fire Alarm System for Town House
$ 25,400 Fire Alarm System for Police Dispatch

Motor vehicles - $172,495 Purchase of Rescue Ambulance
$ 73,937 Purchase of three Police Vehicles

Equipment - $ 15,885 Purchase new Financial Software
$ 12,600 Fuel Management System

Infrastructure - $185,144 Asphalt of South Killingly Road

10
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The Town of Foster’s Debt Administration

In fiscal year 2006, the Town of Foster made its final payment on outstanding debt with a principal payment
of $40,000 and an interest payment of $1,500 which fully satisfies the Town’s obligation.

Except as provided below, under Section 45-12-2 of the General Laws of Rhode Island, 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 current 3% debt limit
of the Town is $21,403,487 (based on the net assessed valuation at December 31, 2006 of $713,449,571). As
of June 30, 2007, the Town had no outstanding bonds and notes issued within the 3% debt limit leaving a
borrowing capacity of $21,403,487.

The State legislature may by special act permit the Town to incur indebtedness outside the limitations
imposed by the 3% debt limit. Special legislation adopted by the Legislature authorizing the Town to incur
debt is subject to referendum by the electors of the Town. On June 30, 2007, the total outstanding debt of the
Town issued outside the 3% debt limit was § 0.

In addition to debt authorized within the 3% debt limit and debt authorized by special act of the Legislature,
Rhode Island General Law 45-12-11 authorizes the Rhode Island State Director of Administration, upon
petition by a municipality, to authorize such municipality to incur indebtedness in excess of the 3% debt limit
whenever the Director shall determine that the sums appropriated by the municipality or its funds available
are insufficient to pay the necessary expenses of the municipality. The Town has never requested the State
Director of Administration to authorize indebtedness of the Town under section 45-12-11.

Additional information on the Town of Foster’s long-term debt can be found in footnote 8 of the financial
statements on page 34.

Economic Factors and Next Year's Budgets and Rates

¢ Unemployment rates as of June 30, 2006 and June 30, 2007.

6/30/2006 6/30/2007

5.5% 5.3% Town of Foster
5.1% 4,8% State of Rhode Istand
4.6% 4.6% United States

11
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* Rates of inflation (taken from the Consumer Price Index) as of June 30, 2006 and June 30, 2007.

6/30/2006 6/30/2007
5.1% 2.7% Northeast Urban area
4.3% 2.5% United States

* Median family income for the census year 2000 in Foster was $63,657 compared to the State's median
income of $52,781.

* Existing single-family home median sale prices were approximately $353,000 in Foster, moderately higher
than the state average of $282,500.

* Foster ranks 37th in population (4,274 per 2000 census) among Rhode Island's 39 cities and towns.

* The Town's total general fund budget for fiscal year 2008 amounts to $12,982,633 ($8,310,378, or 64%,
for education and $4,672,255, or 36%, for other purposes), which reflects an increase of $1,239,500 or
10.6% from 2007. The increase is due primarily to an increase in education costs of $565,783 and Town
government costs of $673,717. $195,311 was appropriated from the Town's fund balance to provide
additional funding for the fiscal 2008 budget and help contain the tax increase.

* The unreserved, undesignated fund balance in the general fund decreased by $169,786, or 20%, to
$678,265 in 2007. The unreserved fund balance is 7.4% of proposed expenditures for 2007.

* Since December 2000, per Rhode Island General Law 44-5-11.6, municipalities in Rhode Island are
required to perform full revaluations on all "ratable” property every nine years and statistical revaluations
every three years for the year’s in-between. The Town's second statistical revaluation was completed for the
period ending December 31, 2005. Those valuations were the basis for fiscal 2006-07 tax rates. The Town's
net values for all taxable property in the Town increased by $6,902,012, or 1.0%, to $713,449,571 from
$706,547,559 from 2007 to 2008. The Town's tax rates for 2007 and 2008 with their differences are listed
below. The tax on Motor vehicles has been frozen at $36.95. The tax on Inventory is scheduled to be phased
out in three years. Rates are per $1,000.

Tax Rates

Fiscal Year Fiscal Year Increase
2007-08 2006-07 {(Decrease)

Real Property § 11.79 $ 11.24 $ 055
Motor vehicle 36.95 36.95 -

Tangible 16.26 15.50 0.76
Inventory 1.85 3.69 (1.84)

12
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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 Office, Town of
Foster, 181 Howard Hill Road, Foster, RI 02825, Telephone number (401) 392-9207.

Randy R. Rossi
Treasurer / Finance Director
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BASIC FINANCIAL STATEMENTS

THE BASIC FINANCIAL STATEMENTS INCLUDE:

Government-Wide Financial Staternents

Fund Financial Statements:
- Governmental Funds

In addition, the notes to the financial statements are included to provide information that is
essential to a user’s understanding of the basic financial statements.



GOVERNMENT-WIDE FINANCIAL STATEMENTS



TOWN OF FOSTER, RHODE ISLAND

Statement of Net Assets
June 30, 2007

Assets
Current assets:
Cash and cash equivalents
Investments
Property taxes receivable
Accrued interest receivable
Due from federal and state governments
Other receivables
Due from primary government
Prepaid expenses
Total current asseis
Noncurrent assets:
Capital assets: (Note 7)
L.and and other nondepreciable assets
Depreciable buildings, property, equipment,
and infrastructure (net)
Total noncurrent assets

Total assets

Liabilities
Current liabilities: :
Accounts payable and accrued expenses
Due to componerit unit
Unearned revenue
Current portion of lease payable
Compensated absences payable
Other liabilities
Total current liabilities
Nouncurrent liabilities:
Capital lease payable
Compensated absences payable
Total noncurrent liabilities

Total Liabilities

Net Assets
Invested in capital assets
Restricted for:
Capital purposes
Specific projects and programs
Unrestricted

Total net assets

The accompanying notes are an integral part of the basic financial statements.

Primary
Government

Governmental

Activities

$ 3,226,978
277,130
373,356

69,926
95,802
74,459

97,102

4,214,933

31,199

7,633,939

7,667,138

11,882,091

276,048
76,083
10,400
23,152
59,299
10,237

455,219

24,727
333,502

358,229

813,448

7,619,259

1,954,578
504,129
990,677

_$ 11,068,643

Component
Unit
Foster

_Land Trust

$ 76350

76,083

152,433

968,900

968,900

1,121,333

968,900

152,433

$1,121,333
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TOWN OF FOSTER, RHODE ISLAND
Reconciliation of the Governmenial Funds Balance Sheet
to the Government-Wide Statement of Net Assels
June 30, 2007

Total Fund Balances - Total Governmental Funds $ 3,461,277
Amounts reported for Governmental Activities in the Statement of Net Assets are different because:

Capital assets used in governmental activities are not current financial resources and therefore are not
reported in the Governmental Funds Balance Sheet. See note 7 to the financial statements. 7,667,138

Accrued interest receivable on property taxes is reported as revenue in the Government-Wide Financial Statements
in the period earned. In the Governmental Fund Financial Siatemenis, interest on property taxes is reported when
received. 69,926

Delinquent taxes are recognized as revenue in the period for which levied in the Government-Wide Financial
Statements, but are reported as deferred revenue (a liability) in the Governmental Fund Financial Statements. 310,982

Long-term liabilities (including bonds, loans, capital leases payable, and compensated absences) are not
due and payable in the current period and therefore they are not reported in the Governmental Funds Balance Sheet.
See note 8 to the financial statements. (440,680)

Net Assets - Governmental Activities $ 11,068,643

The accompanying notes are an integral part of the basic financial statements.
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TOWN OF FOSTER, RHODE ISLAND

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures and

Changes in the Fund Balances to Government-Wide Statement of Activities
For the Year Ended June 30, 2007

Net Changes in Fund Balances - Total Governmental Funds
Amounts reported for Governmental Activities in the Statement of Activities are different because:

Governmental Fund Financial Statements report capital outlay as expenditures. However, in the Government-
Wide Statement of Activities the cost of those assets is allocated over iis estimated useful life as
depreciation expense. This is the amount of capital asset additions recorded in the current period.

Depreciation expense on capital assets is reported in the Government-Wide Statement of Activities, but
it does not require the use of current financial resources. Therefore, depreciation expense is not reported
as expenditures in Governmental Fund Financial Statements,

Long-term compensated absences are reported in the Government-Wide Statement of Activities,
but do not require the use of current financial resources. Therefore, compensated absences are not
reported as expenditures in Governmental Fund Financial Statements.

Bond and Tease proceeds provide current financial resources to Governmental Funds, but issuing debt
increases the long-term liabilities in the Government-Wide Statement of Net Assefs.
Repayment of debt is an expenditure in the Governmental Funds, but the payments reduce
long-term liabilities in the Government-Wide Statement of Net Assets.
This amount represents proceeds from leases
This amount represents long-term debt payments

Loss on disposal of assets is reported in the Government-Wide Statement of Activities, but

it does not require the use of current financial resources. Therefore, the loss on disposal is not reporied

as an expenditure in the Governmental Fund financial statements.

Property taxes are recognized as revenue in the period for which levied in the Government-Wide Financial

Statements, but are recognized as revenue when measurable and available in the Governmental Fund Financial
Statements.

Change in Net Assets of Governmental Activities

The accompanying notes are an integral part of the basic financial statements.
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$ (420,677)

548,910

(412,500)

(105,244)

(74,287)
26,408

(23,926)

32,922
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TOWN OF FOSTER, RHODE ISLAND

Statement of Fiduciary Net Assets
Fiduciary Funds
June 30, 2007

Private-
purpose
Trusts
Cemetery
Fund
Assets
Cash and cash equivalents $ 85,134
Total assets 85,134
Liabilities
Due to other funds 44,090
Deposits held in custody for others -
Total liabilities 44.090
Net Assets
Held in trust for other purposes & 41,044

Agency

Funds

§ 36,687

36,0687

500
36,187

36,687

The accompanying notes are an infegral part of the basic financial statements.
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TOWN OF FOSTER, RHODE ISLAND
Statement of Changes in Fiduciary Net Assets

For the Year Ended June 30, 2007

Fiduciary Funds

Additions
Investment earnings:
Interest and dividends

Donations
Total additions

Deductions
Miscellaneous

Total deductions
Change in net assets

Net assets - beginning of year

Net assets - end of year

$

Private-
purpose
Trusts

Cemetery
Fund

862

500
1,362

3,764

3,764

(2,402)

43,446

41,044

The accompanying notes are an integral part of the basic financial statements.
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TOWN OF FOSTER, RHODE ISLAND

Noftes to Financial Statements
June 30, 2007

The financial statements of the Town of Foster, Rhode Island (the Town) have been prepared in
conformity with accounting principles generally accepted in the United States of America as
applied to governmental units. The Governmental Accounting Standards Board (GASB) is the
accepted standard setting body for establishing governmental accounting and financial reporting
principles. The following notes to the financial statements are an integral part of the Town's
financial statements.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. REPORTING ENTITY.

The Town is a municipal corporation governed by a Town Council form of government with an
elected five member Town Council. The Town of Foster was incorporated in 1781 and operates
under a Home Rule Charter adopted in 1976. All legislative powers of the Town, except such
powers as reserved by State Law or vested in the Financial Town Meeting by the Charter, are
vested in the Town Council by the Charter. The ordering of any tax, making of appropriations
and transacting any other business pertaining to the financial affairs of the Town are done at the
Financial Town Meeting.

In evaluating the inclusion of other separate and distinct legal entities as component units within
its financial reporting entity, the Town applied the criteria prescribed by GASB Statement No.
14, as amended by GASB Statement No. 39, “Determining Whether Certain Organizations are
Component Units”. A component unit is a legally separate organization for which the elected
officials of the primary government are financially accountable or for which the nature and
significance of its relationship with the primary government is such that exclusion would cause
the reporting entity’s financial statements to be misleading or incomplete. Through the
application of GASB Statement Number 39 and 14 criteria, the Foster Land Trust (the Land
Trust) has been presented as a component unit of the Town, hereinafter referred to as
“component unit”, in the accompanying government-wide financial statements,

The purpose of the Land Trust is to acquire, hold and manage real property and interests in real
property situated in the Town of Foster, consisting of open space and agricultural property.
Upon termination or dissolution of the Land Trust, title to all remaining funds, land and land
rights will vest with the Town. The Land Trust is included in the Town’s reporting entity
because of the significance of its operational and financial relationships with the Town.
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TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2007

B. BASIS OF PRESENTATION
Government-Wide Financial Statements

The statement of net assets and statement of activities display information about the reporting
government as a whole. They include all funds of the reporting entity except for fiduciary funds.
The government-wide financial statements distinguish between governmental and business-type
activities. Governmental activities generally are financed through taxes, intergovernmental
revenues, and other non-exchange revenues. Business-type activities are financed in whole or in
~part by fees charged to external parties for goods or services. The Town has no business-type
activities at June 30, 2007 or for the year then ended.

The statement of activities presents a comparison between expenses and program revenue for
each function of the Town’s govemnmental activities and changes in net assets. Program

revenues include a) fees, fines and charges paid by the recipients of goods or services offered by

the programs and b) grants and contributions that are restricted to meeting the operational or

capital requirements of a particular program. Revenues that are not classified as program
revenues, including all taxes, are presented as general revenues,

Certain eliminations have been made as prescribed by GASB Statement No. 34 relating to
interfund activities, payables and receivables. All internal balances in the statement of net assets
have been eliminated.

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 expenditures/expenses. Funds are organized into three major. categories:
governmental, proprictary and fiduciary. An emphasis is placed on major funds within the
governmental and proprietary categories, each being displayed in a separate column. A fund is
considered major 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
fund or enterprise fund are at least 10% of the corresponding total (assets, liabilities and so forth)
for all funds of that category or type, (that is, total governmental or total enterprise funds), and

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

In addition to funds that meet the major fund criteria, any other governmental or enterprise fund
that the government’s officials believe is particularly important to financial statement users (for
example, because of public interest or consistency) may be reported as a major fund. All
remaining governmental and enterprise funds are aggregated and reported as non-major funds.
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TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2007

Governmental Funds:

These are the funds through which most governmental functions are typically financed. The
funds included in this category are as follows:

General Fund — The General Fund is used to account for resources devoted to financing the
general services that the Town performs for its citizens. General tax revenues and other sources
of revenues used to finance the fundamental operations of the Town are included in this fund.
The fund is charged with all costs of operating the government for which a separate fund has not
been established, The General Fund is the primary operating fund of the Town and is reported as
a major fund.

Special Revenue Funds — Special revenue funds are used to account for the proceeds of specific
revenue sources (other than trust funds or major capital projects) that are legally restricted to
expenditure for specific purposes. The Town’s only major special revenue fund is the School
Unrestricted Fund, which provides primary education to the Town’s children.

Capital Project Funds — Capital project funds are used to account for financial resources to be
used for the acquisition or construction of major capital facilities (other than those financed by
proprictary or trust funds). The Town’s only major capital project fund is the Capital Reserve
Fund, which is used for the purchase of improvements set forth in the capital program.

Proprietary Funds:

Proprietary funds are used to account for business-type 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. For the year ended June 30,
2007, the Town has no proprietary funds.

Fiduciary Funds:

Fiduciary funds are used to report assets held by the Town in a trustee or agency capacity and
therefore, cannot be used to support the Town’s own programs. Fiduciary funds are not included
~ in the government-wide financial statements. The Town has the following fiduciary funds:

Private Purpose Trust Funds — These funds account for assets held by the Town under various
trust arrangements for the benefit of certain individuals.

Agency Funds — These funds account for assets held by the Town as an agent for various student
groups, funds held in probate, and funds held for performance bonds.
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TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2007

C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The government-wide financial statements are reporfed using the “economic resources”
" measurement focus and the accrual basis of accounting. Accordingly, all the Town’s assets and
liabilities, including capital assets and long-term liabilities, are included in the statement of net
assets. The statement of activities presents changes in net assets. Under the accrual basis of
accounting, revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash payments. Property taxes are recognized as
revenue in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the “current financial resources™
measurement focus and the modified accrual basis of accounting. Accordingly, only current
assets and current liabilities are included on the balance sheet. The statement of revenucs,
expenditures and changes in fund balances presents increases (revenue and other financing
sources) and decreases (expenditures and other financing uses) in net current assets. Under the
modified accrual basis of accounting, revenues are recognized when susceptible to accrual.
Susceptibility occurs when revenues are both measurable and available for liquidating Liabilities
of the current period. “Measurable” means the amount of the transaction can be determined and
“gvailable” means collectible within the current period or soon enough thereafter to be used to
pay liabilities of the current period (generally sixty days after year-end). Revenues not
considered to be available are recorded as deferred revenues. Expenditures, including capital
outlays, are recognized when a liability has been incurred, except for those involving debt
service and other long-term obligations that are recognized when paid.

Those revenues susceptible to accrual are properly taxes, special assessments, state aid,

telephone and hotel taxes collected by the State on behalf of the Town, interest and charges for

services. Fines, licenses and permit revenues are not susceptible to accrual because generally

they are not measurable until received in cash and thus are recognized when received. When

expenditures are incurred and both restricted and unrestricted net assets are available, it is the

Town’s policy to utilize the restricted net assets prior to the utilization of the unrestricted net
assets.

Fiduciary funds are reported using the “economic resources” measurement focus and the accrual
basis of accounting. Agency funds are purely custodial and do not involve the measurement of
results of operations.

D. 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 estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the basic financial statements. Estimates also affect the
reported amounts of revenues, expenditures, and expenses during the reporting period. Actual
results could differ from those estimates.
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TOWN OF FOSTER, RHODE ISLAND

Notes to Financial Statements
June 30, 2007

E. CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of cash on hand, time and demand deposits and short-term
investments maturing within three months of the date of acquisition.

Under Rhode Island General Laws, depository institutions must insure deposits of municipalities
or pledge eligible collateral equal to 100 % of deposits maturing in greater than sixty days. Any
institution not meeting certain federally prescribed minimum capital standards must insure
deposits or provide collateral regardless of date of maturity.

F. INTERFUND TRANSACTIONS

Transactions between funds have been eliminated in the government-wide financial statements
but fully presented within the governmental fund financial statements with no elimination made
between or within funds.

Reimbursements are accounted for as expenditures in the reimbursing fund and reductions of
expenditures in the reimbursed fund. All other inter-fund transactions in the fund financial
statements are transfers on the operating statements of the funds involved. Inter-fund receivables
and payables are classified as “due from other funds” or “due to other funds”.

G. PREPAID ITEMS

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

H, CAPITAL ASSETS

In the government-wide financial statements, all capital assets arc valued at historical cost or
estimated historical cost if actual is unavailable, except for donated capital assets, which are
recorded at estimated fair value at the date of donation. The Town records capital assets that
have an initial, individual cost of $10,000 or more and an estimated useful life in excess of one
year.

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 assets’ estimated useful lives using the straight-line method of depreciation.
The range of estimated useful lives by type of asset is as follows:

Years
Land improvements 20
Buildings and building improvements 20-50
Motor vehicles 8-15
Machinery and equipment 5-15
Infrastructure (roads and bridges) _ 20-65
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TOWN OF FOSTER, RHODE ISLAND

Notes to Financial Statements
June 30, 2007

Capital assets of the component unit consist principally of non-depreciable land. Land of the
component unit is stated at cost, if acquired or asset value at date of donation, if donated.

Infrastructure assets include primarily roads and bridges. All known infrastructure assets are
included in the financial statements and there are no infrastructure assets reported using the
modified approach.

Capital assets used in governmental fund operations are accounted for as expenditures.

I. PROPERTY TAXES

Property taxes are levied each July on (a) one hundred percent of the full and fair value of real
and tangible personal property owned within the Town the previous December 31; and, (b) the
value, as determined by the Rhode Island Vehicle Valuation Commission, of vehicles registered
within the Town the previous calendar year, prorated for the actual number of days registered.
Taxes levied during July are payable in quarterly installments by July 31, October 31, January 31
and April 30. Taxes due and unpaid after the respective due dates are subject to interest and
penalties. The Town has the ultimate right to foreclose on properties for which taxes have not
been paid by the following July I when the next year’s tax is levied.

Rhode Island General Laws restrict the Town’s ability to increase either its total tax levy or its
tax rates more than 5.5% over those of the preceding year.

J. COMPENSATED ABSENCES

Under the terms of various contracts and agreements, Town employees are granted vacation and
sick leave in varying amounts based on length of service.

The liability for compensated absences reported in the government-wide financial statements
consists of unpaid accumulated vacation and sick leave balances. The liability has been
calculated using the vesting method, in which leave amounts for both employees who currently
are eligible to receive termination payments and other employees who are expected to become
eligible in the future to receive such payments upon termination are included.

In the governmental fund financial statements, vested or accumulated vacation and sick leave
that is expected to be liquidated with expendable available financial resources is reported as an
expenditure and a fund Hability of the governmental fund that will pay it.

K. DEFERRED REVENUE

In the governmental fund financial statements, deferred revenue represents funds received in
advance of being owed or receivables which will be collected and included in revenues of future
fiscal years.
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TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2007

In the General Fund, deferred revenues relate to delinquent property tax balances less property
tax amounts due as of the balance sheet date and received sixty days thereafter.

L. LONG-TERM OBLIGATIONS

~ All accrued liabilities and long-term debt are reported in the government-wide financial
statements. Bond issuance costs are deferred and amortized over the term of the related debt.

For governmental fund financial statements, the accrued liabilities are generally reported as a
governmental fund liability if due for payment as of the balance sheet date regardless of whether
they will be liquidated with current financial resources. However, claims and judgments and
compensated absences paid from governmental funds are reported as a liability in the fund
financial statements only for the portion expected to be financed from expendable available
financial resources. Long-term debt paid from governmental funds is not recognized as a
liability in the fund financial statements until due. Bond issuance costs are expended as incurred.

M. FUND EQUITY
Government-Wide Financial Statements:

The government-wide financial statements utilize a net asset presentation. Net assets are
segregated into the following three components:

Invested in capital assets, net of related debt — represents the net book value of all capital assets
less the outstanding balances of bonds and other debt used to acquire, construct or improve these
assets. _

Restricted — represents balances limited to uses specified either externally by creditors, grantors,
contributors, laws or regulations of other governments or imposed through constitutional
provisions or enabling legislation.

Unrestricted — represents the residual component of net assets that does not meet the definition
of “restricted” or “investment in capital assets, not of related debt”.

Fund Statements:

Governmental fund equity is classified as fund balance. Fund balance is further classified as
reserved and unreserved, with unreserved further split between designated and undesignated.
Reserved fund balance represents those portions of fund equity that are not an available financial
resource for the current year or are legally segregated for a specific future use. Designated fund
balances represent tentative plans for future use of financial resources.
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TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2007

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

LEGAL DEBT MARGIN

The Town’s legal debt margin as set forth by State Statute is limited to three percent of total
taxable assessed value which approximates $21,196,427. As of June 30, 2007, the Town’s debt
is under the limit by $21,196,427.

NOTE 3 - FUND EQUITY

Designated fund balances:

As of June 30, 2007, the Town has designated $195,311 of unreserved General I'und balance to
be applied to the 2008 Town operating budget.

Reserved fund balances:

The following reserves are recorded in the fund financial statements:

General Fund — Capital Expenditures $275,112

General Fund — Prepaid Expenditures 49,659

School Unrestricted Fund — Prepaid Expenditures 47,443
Deficit fund equity:

The following fund reported a deficit fund balance at June 30, 2007:

Schoo! Lunch Fund $(22,599)

NOTE 4 - CASH DEPOSITS

DEPOSITS - are in various financial institutions and are carried at cost. The carrying amount of
deposits is separately displayed on the Balance Sheet of the fund financial statements and the
Statement of Net Assets as “Cash and Cash Equivalents”.

Primary Government Component Unit
Carrying Carrying
Amount Amount
Total Deposits $3,348,745 $76,350
Add: Petty Cash 54 -
Total Cash and Cash Equivalents Reported
in the Financial Statements $3,348,799 $76,350
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TOWN OF FOSTER, RHODE ISLAND

Notes to Financial Statements
June 30, 2007

CUSTODIAL CREDIT RISK — custodial credit risk is the risk that in the event of a bank failure,
the Town’s deposits may not be returned to it. The Town does not have a formal deposit policy
for custodial credit risk. As of June 30, 2007, $3,185,557 of the Town’s bank balance of
. $3,950,929 was exposed to custodial credit risk as follows:

Primar Component Unit
Governmnent
Bank Bank
Balance Balance
Insured (Federal depository insurance funds) b 689,022 $76,350
Uninsured and uncoliateralized 3,185,557 _—
Total - $3,874,579 $76,350

Under Rhode Island general laws, depository institutions holding deposits of the State, its
agencies or governmental subdivisions of the State, shall at a minimum, insure or pledge eligible
collateral equal to one hundred percent (100%) of the deposits which are time deposits with
maturities greater than sixty (60) days. Any of these institutions which do not meet minimum
capital standards prescribed by federal regulators shall insure or pledge eligible collateral equal
to one hundred percent (100%) of the deposits, regardiess of maturity. At June 30, 2007, the
Town’s uncollateralized deposits with institutions were $3,185,557. These deposits are held by
institutions that meet the minimum capital standards prescribed by the federal regulators.

NOTE 5 -INVESTMENTS

The Town invests in various types of investments which are stated at fair value. The Town
Treasurer/Finance Director has control over the type of investments made. The Town does not
have a formal investment policy nor any other legally contracted agreement that limits the type
of investments that may be made. However, the Town takes a conservative approach when
making investments. As of June 30, 2007, the Town had the following investments:

Investment Maturity Fair Value
MBIA RI Investment Pool N/A $ 91,241
U.S. Government Money Market Fund N/A 185,889
Total Investments reported in the Financial Statements $277,130

Interest Rate Risk — The Town does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates.
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TOWN OF FOSTER, RHODE ISLAND

Notes to Financial Statements

June 30, 2007

Credit Risk — The Town does not have a formal investment policy that limits its investment
choices. As of June 30, 2007, the investment in the MBIA Rhode Island Investment Pool was
not rated. As of June 30, 2007, the Town’s investment in the U.S. Government Money Market
Fund was rated AAA by S&P and Aaa by Moody’s.

Concentration of Credit Risk — The Town places no limit on the amount the Town may invest in
any one issuer. The Town has no investments to which this requirement applies.

NOTE 6 — INTER-FUND TRANSACTIONS

Inter-fund receivable and payable balances at June 30, 2007 are as follows:

Due From:
School Other
General Unrestricted - Governmental Fiduciary
Fund Fund Funds Funds Total

Due To:

General Fund $ - $ 4611 $ 107,008 $44,590 $ 156,209
School Unrestricted Fund -- - 136,634 - 136,634
Capital Projects Fund 1,255,798 —— -— - 1,255,798
Other Governmental Funds 157,077 111,072 4,608 - 272,757
Total $1,412,875 115,683 $248,250 544,590 $1,821,398

The balances primarily result from the time lag between the dates the (1) transactions are
recorded in the accounting system and (2) payments between funds are made.

Inter-fund transfer balances at June 30, 2007 are as follows:

Transfer From

Capital
General Projects
Fund Fund Total
Transfer To:

General Fund $ - $609,730 $ 609,730
- School Unrestricted Fund 4,007,780 - 4,007,780
Capital Projects Fund 230,258 — 230,258
Other Governmental Funds 172,957 —en 172,957
Total $4,410,995 $609,730 $5,020,725

Transfers are used to move revenues from the fund that the budget requires to collect them, to the
funds that the budget requires to expend them. For example, the $4,007,780 transfer is the
School appropriation that is budgeted in the General Fund as a revenue source to be transferred
to the School Unrestricted Fund and expended.
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Notes to Financial Statements
June 30, 2007

NOTE 7 - INFORMATION ABOUT CAPITAL ASSETS

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

Primary Government -
Governmental Activifies:
" Nondepreciable assets:
Land
Construction in progress

Total nondepreciable assefs

Depreciable assets:

Land improvements

Buildings and improvements
Motor vehicles

Machinery and equipment
Infrastructure - roads and bridges

Total capital assets

Less accumulated depreciation for:
Land improvements

Buildings and improvements
Motor vehicles

Machinery and equipment
Infrastructure - roads and bridges

Total accumulated depreciation
Governmental activities capital assets, net

Component Unit:
Nondepreciable assets:
Land
Total nondepreciable assets

Component unit capital assets, net

Depreciation expense was charged to functions as follows:

Governmental activities:
Legislative
Public education
Public safety
Public works
Recreation

Total governmental activifies depreciation expense
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Beginning Ending
Balance Additions Retirements Balance

$ 31,199 $ - $ - $ 31,199
34,543 4,099 38,642 -
65,742 4,099 38,642 31,199
179,766 - - 176,766
4,068,582 123,442 - 4,192,024
2,794,223 246,402 277,506 2,763,119
533,767 28,485 5,523 556,729
7,230,186 185,124 - 7,415,310
14,872,266 587,552 321,671 15,138,147
133,379 7,758 - 141,137
1,714,233 83,831 - 1,798,064
2,026,130 171,872 253,580 1,944,422
343,221 34,377 5,523 372,075
3,100,649 114,662 - 3,215,311
7,317,612 412,500 259,103 7,471,009
$ 7,554,654 $ 175052 $ 62,568 $7,667,138
$ 828,900 $ 140,000 $ - $ 968,900
828,900 140,000 - 968,900
$ 828,900 $ 140,000 3 - $ 968,500

$ 139,157

66,610

132,706

73,267

760

§ 412500



TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2007

NOTE 8 — INFORMATION ABOUT LONG-TERM LIABILITIES

A. Long term liability activity for the year ended June 30, 2007 was as follows:
Amounts
Balance Balance Due Within
July 1, 2006 Additions Retirements  June 30, 2007 One Year

Governmental Activities:

Capital fease payable $ - $ 74,287 $ 26,408 $ 47,879 $ 23,152

Accrued compensated absences 287,557 146,200 40,956 392,801 59,299
Total Governmental Activities

Long-Term Liabilities $ 287,557 $ 220,487 F 67,364 $ 440,680 $ 82451

Payments on the capital leases are made from the General Fund. Accrued compensated absences
are paid from the General Fund and School Unrestricted Fund.

B, CAPITAL LEASE COMMITMENTS

The Town acquired vehicles valued at $74,287 that was financed with a lease purchase
agreement.

Obligation of governmental activities under capital leases at June 30, 2007 was as follows:

Lease Payment
Fiscal Year Ended June 30, Requirements
2008 $26,408
2009 26,408
Total minimum lease payments 52,816
Less: Amount representing interest cost {4,937)
Present value of minimum lease payments $47,879

NOTE 9 - TRANSCATIONS WITH THE FOSTER LAND TRUST

For the year ended June 30, 2007, the Town’s General Fund reported the following balances
related to the Foster Land Trust: '

Due to Foster Land Trust $ 76,083
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TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2007

NOTE 10 - DISAGGREGATION OF RECEIVABLE AND PAYABLE BALANCES

A. ACCOUNTS RECEIVABLE

Assumptions: The Town disaggregates significant components of receivables in the financial
statements. Receivable balances determined immaterial are included as other receivables. The
Town expects to receive all receivables within the subsequent year.

B. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

The accounts payable and accrued liabilities at June 30, 2007, were as follows:

Salaries and

Vendors Benefits Other Total
Governmental activities:
General $127,239 $38,505 $6,153 $ 171,897
School Unrestricted 90,968 13,183 - 104,151
$218,207 $51,688 $6,153 $276,048

NOTE 11 - FOSTER-GLOCESTER REGIONAL SCHOOL DISTRICT

The Foster-Glocester Regional School District (Regional School) was created to include the high
school and middle schools for the Towns of Foster and Glocester (the Towns). The Regional
School is a separate legal entity from the Town. The voters of the participating Towns elect the
Regional School Committee. The Regional School cannot assess and levy property taxes.
Revenues are derived principally from the participating Towns of the Regional School which
contribute funds according to a {inancial formula based upon each Town’s enrollment and from
the State of Rhode Island. The Town of Foster’s contribution for the fiscal year ended June 30,
2007 was $3,569,679. Financial statements for the Regional School are issued separately and
may be obtained from the Foster-Glocester Regional School District Business Office, 1145
Putnam Pike, Chepachet, Rhode Island 02814,

NOTE 12 -PROPERTY TAXES

The Town is responsible for assessing, collecting, and distributing property taxes in accordance
with enabling state legislation. Property tax revenue is recognized in accordance with P70,
“Property Taxes” of the Codification of Governmental Accounting and Reporting Standards,
which states that such revenue is recorded when it becomes measurable and available. Available
means due, or past due and receivable within the current period and collected no longer than
sixty days after the close of the current period.
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TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2007

NOTE 13 — RISK MANAGEMENT

The Town of Foster is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors or omissions; injuries to employees; and natural disasters. As a
result, the Town participates in a nonprofit, public entity risk pool (Rhode Island Interlocal Risk
Management Trust, Inc.) which provides coverage for property/liability and workers’
compensation claims. Upon joining the Trust, the Town signed a participation agreement which
outlines the rights and responsibilities of both the Trust and the Town. The agreement states that
for premiums paid by the Town, the Trust will assume financial responsibility for the Town’s
losses up to the maximum amount of insurance purchased, minus the Town’s deductible
amounts. The Trust provides this insurance coverage through a pooled, self-insurance
mechanism, which includes reinsurance purchased by the Trust to protect against large,
catastrophic claims above the losses the Trust retains internally for payment from the pooled
contributions of its Members. Under the participation agreement, the Town is insured for
amounts to $3,000,000 per occurrence depending on the type of coverage. Settled claims
resulting from these risks have not exceeded the Trust coverage in any of the past three fiscal
years.

NOTE 14 - SUMMARY DISCLOSURE OF SIGNIFICANT CONTINGINCIES

Pending or threatened lawsuits against the Town arise in the ordinary course of operations.
Generally, in the opinion of the administration, the ultimate resolution of any legal actions will
not result in a material loss to the Town. However, at June 30, 2007, there are several claims
against the Town for which the Town’s legal counsel is unable to determine the likelihood of an
unfavorable outcome or the amount or range of potential loss.

NOTE 15 - POST RETIREMENT BENEFITS
In addition to the pension benefits described in Note 16, the Town of Foster provides health and
dental care benefits to certain retired employees based on the terms of their contracts. Currently

8 retirees meet the eligibility requirements and are receiving benefits. The Town pays the cost of
these benefits on a “pay as you go basis”. The total cost for fiscal year 2007 was $11,285.

NOTE 16 —- PENSION PLANS

A. EMPLOYEES' RETIREMENT SYSTEM OF THE STATE OF RHODE ISTAND

All Town of Foster certified school personnel participate in the Employees' Retirement System
of the State of Rhode Island ("System™), a cost-sharing multiple-employer defined benefit plan
administered by the State of Rhode Island. The payroll for employees covered by the System for
the year ended June 30, 2007 was $1,819,146.
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Plan Description

The following eligibility and benefit provisions are established by Rhode Island General Laws,
Title 16, Chapters 15-17 and were modified by the adoption of Article 7, Sub A. All Town of
Foster certified school personnel are eligible to participate in the System if they are certified by
the Board of Regents, engaged in teaching as principal occupation and are regularly employed on
at least a half time basis. Superintendents, principals, business agents and other administrators

participate as teachers. Employees are vested in their retirement benefits upon completion of 10
years of service.

The following benefit provisions apply to current retirees or members who have at least 10 years
of contributory service as of June 30, 2005. Employees who retire on or after age 60 with 10
years of credited service, or after 28 years of credited service regardless of age are entitled to a
retirement benefit. The retirement benefit is equal to 1.7% of final average salary for cach year
of credited service up to 10 years, plus 1.9% of final average salary in excess of 10 years through
20 years, plus 3.0% of final average salary in excess of 20 years up to the 34th year of service,
plus 2.0% of final average salary for the 35th year, up to a maximum benefit of 80% of final
average salary. Final average salary is the three highest consecutive years of earned salary
exclusive of overtime, bonuses, or severance pay. Members receive a 3% compounded increase
in their retirement benefit each year, beginning in January of the year in which the member
reaches the third anniversary of retirement.

The following benefits provisions apply to members hired in the future and for current members
who have less than 10 years of contributory service as of June 30, 2005. Employees who retire
on or after age 65 with 10 years of credited service, or on or after age 59 with 29 years of
credited service are entitled to a retirement benefit. In addition, a member may retire with a
reduced benefit after attaining age 55 with at least 20 years of service credit. The benefit is
calculated in the same manner as the unreduced benefit, but is reduced on an actuarial basis for
each year the member’s age at retirement is less than 65. The normal retirement benefit is equal
to 1.6% of final average salary for each year of credited service up to 10 years, plus 1.8% of
final average salary in excess of 10 years through 20 years, plus 2.0% of final average salary in
excess of 20 years through 25 years, plus 2.25% of final average salary in excess of 25 years
through 30 years, plus 2.5% of final average salary in excess of 30 years through 37 years of
service, plus 2.25% of final average salary for the 38th year, up to a maximum benefit of 75% of
final average salary. Final average salary is the three highest consecutive years of earned salary
exclusive of overtime, bonuses, or severance pay. Members receive a cost of living adjustment
that depends on the change in the CPI for all Urban Consumers, as published by the Bureau of
Labor Statistics. The increase is equal to the year-to-year change in the CPI — U as of the prior
September. The increase is limited to 3.0% in any year. The first cost of living adjustment is
delayed until the third anniversary of the member’s retirement. Members who retire with a
disability are not affected by the cost of living changes regardless of their service or when they
become a member.
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Contributions Required and Contributions Made

Covered employees are required by State Statute to contribute 9.5% of their salary to the plan.
The School Department is required to contribute an amount determined annually by the actuary
and as provided by State Statute.

The contribution is payable in part by the State and in part by the School Department. The split
between State and the School Department is specified by State Statute. The contribution
requirement for fiscal 2006-2007 is 19.64%. The Teachers' Plan cost is paid 60% by the School
Department and 40% by the State. However, the State will pay the total cost of .27% of the
contribution deferrals. This results in a contribution requirement for the School of 11.62% and a
contribution requirement for the State of 8.02%. The State contribution for the cut off year
ended June 30, 2007 was $145,896 which represented 8.02% of covered payroll. The payments
made by the State to the Employees' Retirement System are considered on behalf of payments
and are reported as a revenue and as an expenditure in the financial statements. The School’s
contribution requirement for the cut off year ended June 30, 2007 was $384,204, which consisted
of $211,385 from the School Department, and $172,819 from employees. These contributions
represented 11.62% and 9.5% of covered payroll respectively. The annual required contribution
was determined as part of the June 30, 2004 actuarial valuation as amended.

The School Department does not have any investments or related party investments with the
State Plan. The School Depariment contribution represented 0.20% of total contributions
required of all participating entities.

Trend Information
Annual
Fiscal Required Percentage
Year Contribution Contributed
2005 $170,408 100%
2006 $166,490 100%
2007 $211,385 160%

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, 2006 annual financial report, which may be obtained from the administrative offices of
the State of Rhode Island Retirement Board, 40 Fountain Street, Providence, Rhode Island.

B. MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM QF THE STATE OF RHODE ISLAND

The Town of Foster participates in the Municipal Employees' Retirement System ("System"), an
agent multiple employer defined benefit plan administered by the State of Rhode Island. All
Town employees except for certified school personnel participate in the System. The payroll for
employees covered by the System for the year ended June 30, 2007 was $1,397,173 (general
employees - $1,076,601 and police officers - $320,572).
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Plan Description

The following eligibility and benefit provisions are established by Rhode Island General Laws,
Title 45, Chapter 19, 19.1, 21, 21.1, 21.2, and 21.3 and may be amended by State Statute.

The System generally provides retirement benefits equal to 2% of a member's final average
salary multiplied by the number years of total service up to 37.5 years with a maximum benefit
of 75%. Final average salary is the three highest consecutive years of earned salary exclusive of
overtime, bonuses or severance pay. Such benefits are available to general employees at least
age 58 with 10 years of service or after 30 years regardless of age. Under the normal plan, police
and firefighters may retire with unreduced accrued benefits at age 55 with 10 years of service or
after 25 years regardless of age. The benefit accrual is 2% of final average salary per year of
service. Members may retire and receive a reduced benefit if they are at least age 50 with 20
years of service. If a municipality elects to adopt the 20-year retirement provisions for police
and firefighters, then such a member may retire at any age with 20 years of service. This 20-year
optional plan provides a benefit equal to 2.5% of final average salary per year of service up to 30
years. The maximum benefit is 75% of final average salary under both the normal plan and the
20-year optional plan. Early retirement is only available to police and firefighters under the
normal plan. The plan also provides non-service 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
upon the completion of 10 years of service. Members employed by municipalities who elect one
of the optional COLA provisions receive an increase equal to 3% of the original retirement
benefit each year beginning January 1 following the member's retirement. The Town has elected
COLA provision C for its police officers.

Contributions Required and Contributions Made

General employees are required by State Statute to contribute 6% of their annual earnings. The
contribution rate is increased to 7% with the optional cost-of-living provision. Police and
firefighters are required by State Statute to contribute 7%. The contribution rate is increased to
8% with the optional cost-of-living provision. The contribution rate is increased by an additional
1% for the 20-year service plan. The Town is required to confribute 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 actuarial cost method. Under this method, the
employer contribution rate is the sum of (i) the employer normal cost rate, and (ii} a rate that will
amortize the unfunded actuvarial accrued liability, The unfunded actuarial accrued liability is
amortized as a level percentage of payroll over a closed 30 year period from June 30, 1999.

The annual required contribution amount, which equals annual pension cost, for the Town was

determined as described above and was based on an actuarial valuation as of June 30, 2004.
Significant actuarial assumptions used in the June 30, 2004 valuation include the following:
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(1)  Investment return — 8.25%, compounded annually, composed of an assumed 3.0%
inflation rate and a 5.25% net real rate of return

(2)  Projected salary increases — a service related component, plus a 3.0% inflation
component, plus a general increase

(3)  Cost of living adjustment — 3%, not compounded

(4)  Actuarial value of asscts — based on market value of assets with a five year phase-in of
actual investment return in excess of (less than) expected investment income

The contribution requirement for the Town of Foster for the year ended June 30, 2007 was
$214,282 which consisted of the Town's contribution of $120,834 (general employees - $74,768;
police officers - $46,066) and employee contributions of $93,448 (general employees - $64,596;
police officers — $28,852). These contributions represent 8.65% and 6.69% of covered payroll

respectively.

Trend Information

Trend information for the Town is presented below:

General Municipal Employees

Annual Percentage Net
Fiscal Pension of APC Pension
Year Cost Contributed Obligation
2005 $36,510 100% 50
2006 $56,952 100% $0
2007 $74,768 100% $0
Police Officers
Annual Percentage Net
Fiscal Pension of APC Pension

Year Cost Contributed Obligation
2005 $45,121 100% $0
2006 $33,094 100% 50

$46,066 100% 30

2007
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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 Municipal Employees Retirement
System's June 30, 2006 annual financial report, which may be obtained from the administrative
offices of the State of Rhode Island Retirement Board, 40 Fountain Street, Providence, Rhode
Island.
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REQUIRED SUPPLEMENTARY INFORMATION

Required supplementary information includes financial information and disclosures that are
required by the GASB but are not considered a part of the basic financial statements. Such
information includes:

Schedule of Funding Progress — Pension Plan

Budgetary Comparison Schedules - General Fund and School Unrestricted Fund

In addition, the notes to the required supplementary information are included to provide
information that is essential to a user’s understanding of the required supplementary information.



TOWN OF FOSTER, RHODE ISLAND
General Fund

Schedule of Revenues and Expenditures - Budget and Actual
For the Fiscal Year Ended June 30, 2007

Revenues
Real estate and personal property tax
Tax exemption 45-13-51
Telephone tax
Hotel tax
Motor vehicle excise phase-out
State aid to education
State housing aid
Municipal revenue sharing
Licenses and permits
Building and zoning fees
Fines and interest on late payments
Interest on investients
Other revenues

Total revenues

Qther financing sources

Transfers from Capital Projects Fund
Transfer from surplus
Total other financing sources

Total revenues and other financing sources

Legislative, Judicial and General
Administrative

Salaries

Benefits

Town sergeant expenses

Town council expenses

Town clerk expenses

Solicitor expenses

Probate judge expense

Board of canvassers expenses

Election expenses

Education expense

Duplicating supplies

Electricity

Telephone

Heating fuel

Legal reserve

Equipment

Sealer of weights and measures

Total legislative, judicial and general

administrative

The notes to the required supplementary information are an integral part of this schedule.

Actual Variance With
Amounts Final Budget
Budgeted Amounts (Budgetary Favorable
Original Final Basis) (Unfavorable)
$ 8125871 $ 8,125,871 $ 8,180,828 $ 54,957
271 271 271 -
49,717 49,717 41,605 (8,112)
19,349 19,349 19,936 587
778,192 778,192 841,121 62,929
1,378,500 1,378,500 1,416,462 37,962
- - 5,970 5,970
310,987 310,987 312,481 1,494
66,950 66,930 54,110 27,160
62,830 62,830 69,140 6,310
72,100 72,100 62,879 (9,221)
40,800 40,800 87,551 46,751
27,836 27,836 59,074 31,238
10,933,403 10,933,403 11,191,428 258,025
609,730 609,730 609,730 -
200,000 200,000 200,000 -
809,730 809,730 809,730 -
$ 11,743,133 $ 11,743,133 $ 12,001,158 $ 258,025
171,027 171,027 168,868 2,159
97,377 97,377 94,585 2,792
300 300 30 270
3,000 3,000 2,651 349
3,200 3,200 4,157 {957)
2,500 2,500 2,500 -
800 800 877 (77)
2,400 2,400 2,263 137
6,000 6,000 5,836 164
2,500 2,500 1,050 1,450
5,000 5,000 1,847 3,153
15,000 15,000 19,202 (4,202)
3,000 3,000 2,853 147
13,000 13,000 20,818 (7.818)
15,000 15,000 15,000 -
7,000 7,000 3,852 3,148
300 300 28 272
347,404 347,404 346,417 987
(Continued)

42
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Schedule of Revenues and Expenditures - Budget and Actual (Continued)
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Actual Variance With
Amounts Final Budget
Budgeted Amounts (Budgetary Favorable
Original Final Basis) (Unfavorable)
Finance administration
Finance salaries 111,373 111,373 121,142 (9,769
Finance benefits 40,895 40,895 32,896 7,999
Finance department education 2,500 2,500 4,359 (1.859)
Finance department's office expenses/tax bills 6,500 6,500 9,890 (3,390)
Tax collector's postage/advertising 3,500 3,500 3,012 488
Purchased services 14,000 14,000 23,935 (9,935)
Assessor's salary 23,613 23,613 23,613 -
Assessor's benefits 16,570 16,570 19,344 (2,774)
Assessment review board 1,260 1,260 1,260 -
Assessor's education expense 600 600 739 (139)
Travel 250 250 274 (24)
Maintain maps 2,500 2,500 2,500 -
Assessor's office supplies 1,700 1,700 1,718 (18)
Review board expense 100 100 - 100
Subscription/publication 400 400 364 36
Computer and support 4,555 4,555 4,555 -
Equipment 1,200 1,200 1,223 (23)
Telephone 2,300 2,300 2,184 116
Total finance administration 233,816 233,816 253,008 {19,192)
Miscellaneous administration
Audit of town books 20,000 20,000 26,000 (6,000)
Information technology 4,800 4,800 4,800 -
Municipal bond fees 500 500 - 500
Contingency 10,500 10,500 37,695 (27,195)
Unemployment compensation 2,000 2,000 13,776 (11,776)
Benefits - - 139,362 (139,362)
Casualty and liability insurance 80,000 80,000 86,017 6,017)
Total miscellaneous administration 117,800 117,800 307,650 (189,850)
Health and welfare
Comprehensive Community Action 10,300 10,300 10,300 -
Cast 4,529 4,529 4,529 -
Samaritans 250 250 250 -
RI Resource Recovery 80,340 §0,340 74,433 5.907
Disposal 144,387 144,387 203,361 (58,974)
Recycling program 58,974 58,974 366 58,608
Northwest Nursing Assoctation 9,200 9,200 9,200 -
Mental Health Association 3,900 3,900 3,900 -
Dora C. Howard Centre 400 400 400 -
Sojourner House 375 375 375 -
Human service director's salary 15,013 15,013 15,013 -
Benefits 8,201 8,201 8,505 (304)
Telephone 550 550 1,354 (804)
Travel 1,000 1,000 1,773 (773)
Office expense 2,045 2,045 1,890 155
Total health and welfare 339,464 339,464 335,649 3,815
(Continued)

The notes to the required supplementary information are an integral part of this schedule.
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TOWN OF FOSTER, RHODE ISLAND

Schedule of Revenues and Expenditures - Budget and Actual (Continued)
For the Fiscal Year Ended June 30, 2007

Public Safety
Salaries
Dispatchers
Benefits
Police - fuel and lube oil
Police - tires
Police - parts and repairs
Police radio maintenance
Police department operations
Police telephone
Police uniforms
Police office expense
Police education allowance
Computer services
Foster ambulance corps
South Foster fire company
Foster Center fire company
Mossup Valley fire company
Ambulance Corp. Stipend
Street lights
Engineering board
Police new equipment
Dog officer - salary

Dog officer - fuel and lube oil
Dog officer - parts and repairs

Dog officer - benefits
Dog officer - uniforms
Pound fees
Civil defense

Total public safety

Public works
Salaries
Benefits
Professional services
Uniforms
Fuel and oil
Parts and repairs
Tires
Grader and plow blades
Sand and salt
Road oil
Asphalt mix
Welding
Rental equipment

The notes to the required supplementary information are an integral part of this schedule.,

Actual Variance With
Amounts Final Budget
Budgeted Amounts {(Budgetary Favorable
Original Final Basis) (Unfavorable)
399,307 399,307 391,710 7,597
152,273 152,273 147,767 4,506
248,662 248,662 251,660 (2,998)
15,000 15,000 3,925 11,075
1,000 1,600 1,332 (332)
8,000 8,000 4,048 3,952
1,800 1,600 3,576 (2,576)
6,000 6,000 5,857 143
7,000 7,000 8,975 (1,975)
12,000 12,000 14,786 (2,786)
6,000 6,000 6,646 (646)
12,000 12,000 10,898 1,102
10,153 10,153 8,836 1,317
77,700 77,700 77,700 -
47,643 47,643 47,643 -
48,650 48,650 48,650 -
45,325 45,325 45,325 -
12,000 12,000 12,000 -
4,500 4,500 - 4,500
2,847 2,847 2,447 400
6,000 6,000 8,119 (2.119)
14,275 14,275 14,276 (1)
1,500 1,500 165 1,335
1,000 1,000 - 1,000
8,533 8,553 3,722 (169)
400 400 620 (220
21,163 21,163 21,067 96
100 100 56 44
1,170,051 1,170,051 1,146,806 23,245
300,643 300,643 268,204 32,439
129,201 129,201 125,659 3,542
3,500 3,500 3,792 (292)
7,000 7,000 8,463 (1,463)
45,500 45,500 56,343 (10,843)
36,000 36,000 43,621 (7.621)
3,000 3,000 3,630 (630)
4,500 4,500 4,003 497
42,800 42,000 55,893 (13,893)
. 25,000 . 25,000 - 25,000
6,000 6,000 10,741 (4,741)
1,500 1,500 1,765 (265)
4,000 4,000 263 3,737
(Continued)

44



General Fund

TOWN OF FOSTER, RHODE ISLAND

Schedule of Revenues and Expenditures - Budget and Actual (Continued)
For the Fiscal Year Ended June 30, 2007

Telephone
Snow removal overtime
Education expense
Radio repairs
Office supplies
Equipment
Other road material
Gravel
Building and grounds
Bridge repairs
Pea sione
Pipe
Road signs
RC&D
Department operation expense
Safety

Total public works

Building and zoning
Salaries
Benefits
Education expense
Telephone
Travel
Department expense
Total building and zoning

Planning
Salaries
Benefits
Education expense
Telephone
Advertising/fees
Professional services
Office expense
Travel
Computer software
Map Digitizing
Water quality testing
Subscriptions and publications

Total planning

Conservation
Conservation commission
Northern RI conservation
Total conservation

The notes to the required supplementary information are an integral part of this schedule.

Actual Variance With
Amounts Final Budget
Budgeted Amounts (Budgetary Favorable
Qriginal Final Basis} {Unfavorable)
1,400 1,400 1,330 70
3,000 3,000 - 3,000
100 100 215 (115}
1,000 1,000 800 200
750 750 1,067 317
5,000 5,000 21,972 (16,972)
2,000 2,000 200 1.800
30,000 30,000 18,187 11,813
27,000 27,000 46,437 (19.437)
2,000 2,000 - 2,000
2,500 2,500 - 2,500
2,000 2,000 3,409 (3,409)
2,000 2,000 5,305 (3,305)
1,000 1,000 - 1,000
3,500 3,500 7,822 (4,322)
- - 565 {(565)
691,094 691,094 691,686 (592)
32,123 32,123 31,415 708
10,781 10,781 10,343 438
500 500 482 18
700 700 459 241
2,200 2,200 2,160 40
3,643 3,643 5,533 {(1,890)
49,947 49,947 50,392 (445)
9,755 9,755 8,865 890
746 746 2,869 - (2,123)
600 600 600 -
700 700 560 140
750 750 479 271
500 500 500 -
1,500 1,500 1,776 (276)
300 300 300 -
1,500 1,500 1,500 -
400 400 - 400
200 200 - 200
350 350 350 -
17,301 17,301 17,799 (498)
2,556 2,556 930 1,626
200 200 200 -
2,756 2,756 1,130 1,626
(Continued)

45



TOWN OF FOSTER, RHODE ISILAND
General Fund

Schedule of Revenues and Expenditures - Budget and Actual (Continued)
For the Fiscal Year Ended June 30, 2007

Recreation
Salaries
Benefits
Travel
Mailing and advertising
Maintenance and repairs
Mowing
Equipment and rental
Sports/activities
Northern RI Ext. service
Senior citizens

Total recreation

School
Regional operational
Total school

Libraries
Foster Center
Tyler Free
Total libraries

Land Trust
Land trust expenditures
Total land trust

‘Capital expenditures and other
Assessor
Planning
Finance
Police
Public works
Engineering board
Recreation
Paine School
Total capitel expenditures and other

Total expenditures

Other financing uses
Transfer to school department fund
Transfer to capital projects fund
Transfer to Townhouse Trust
Total other financing uses

Total expenditures and other financing uses

- The notes fo the required supplementary information are an integral part of this schedule.

Actuat Variance With
Amounts Final Budget
Budgeted Amounts (Budgetary Favorable
Original Final Basis) (Unfavorable)
9,700 9,700 9,818 (118)
742 742 711 31
1,400 1,400 1,334 66
1,400 1,400 1,400 -
5,200 5,200 3,442 1,758
- - 2,046 (2,046)
1,700 1,700 2,519 (819
12,620 12,620 11,154 1,466
1,000 1,000 - 1,000
2,000 2,000 2,000 -
35,762 35,762 34,424 1,338
3,569,679 3,569.679 3,569,679 -
3,569,679 3,569,679 3,569,679 -
76,614 76,614 76,614 -
68,574 68,574 68,574 -
145,188 145,188 145,188 -
5,467 5,467 5,419 48
5,467 5,467 5419 48
40,000 40,000 40,000 -
15,000 15,000 15,000 -
20,730 20,730 20,730 -
44,000 44,000 44,000 -
250,000 250,000 250,000 -
165,000 165,000 165,000 -
50,000 50,000 50,000 -
25,000 25,000 25,000 -
609,730 609,730 609,730 -
7,335,459 7,335,459 7,514,977 (179,518)
4,174,916 4,174,916 4,178,237 {3,321)
230,258 230,258 230,258 -
2,500 2,500 2,500 -
4,407,674 4,407,674 4,410,995 (3,321)
$ 11,743,133 $ 11,743,133 $11,925,972 $ (182,839
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TOWN OF FOSTER, RHODE ISLAND
Schedule of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual
School Unrestricted Fund
For the Fiscal Year Ended June 30, 2007

Actual Variance With
Budgeted Amounts Amounts Final Budget
{Budgetary Favorable
Original Final Basis) { Unfavorable)
Revenues
~ Other revenues $ - $ - $ 25,873 $ 25,873
Total revenues - - 25,873 25,873
Expenditures
Education 4,007,780 4,007,780 4,031,371 (23,591)
Total expenditfures 4,007,780 4,007,780 4,031,371 (23,591)
Deficiency of revenues under expenditures
before other financing sources (4,007,780) (4,007,780} (4,005,498) 2,282
Other financing sources
Town appropriation 4,007,780 4,007,780 4,007,780 -
Total other financing sources (uses) 4,007,780 4,007,780 4,007,780 -
Net change in _fund balance $ - $ - $ 2,282 $ 2,282
Fund balance - beginning of year 215,586
Fund balance - end of year $ 217,868

The nofes to the required supplementary information are an integral part of this schedule.
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TOWN OF FOSTER, RHODE ISLAND
Notes to Required Supplementary Information
June 30, 2007

NOTE 2 - BUDGETARY DATA AND BUDGETARY COMPLIANCE

The Town has formally established budgetary accounting control for its General Fund and the
School Unrestricted Fund, which is a Special Revenue Fund. All budget requests must be submitted
to the Town Council by March 1. The Town Council shall obtain from the head of each
department, office and agency estimates of its revenues and expenditures and supporting data as it
may request. The Town Council’s proposed budget shall show all anticipated revenues and all
proposed expenditures. The Town Council shall hold a public hearing on its preliminary
recommended budget, prior fo its adoption, at least 30 days prior to the Annual Financial Town
Meeting. The Town Council shall adopt its recommended budget for presentation at the Annual
Financial Town Meeting not later than fifteen days preceding its date. The recommended budget is
approved or amended by the voters at the Annual Financial Town Meeting. The General Fund and
School Unrestricted Fund annual operating budget amounts are supported by revenue estimates and
take into account the elimination of accumulated deficits and the re-appropriation of accumulated
surpluses to the extent necessary. The legal level of control for the General Fund is at the
department level and the School Unrestricted Fund is at the fund level. Amendments that would
change the total appropriation must be approved by the voters at a Financial Town Meeting. There
were no supplemental budgetary appropriations in fiscal year 2007. Appropriations which are not
expended or encumbered {apse at year end.

The General Fund and School Unrestricted Fund budgets are in conformity with the legally enacted
budgetary basis, which is not in conformity with generally accepted accounting principles. The
budget to actual presentations in the required supplementary information for these funds are
reflected on the budgetary basis. The difference between the budgetary basis and the generally
accepted accounting principles basis is explained below.

Explanation of Differences Between Budgetary Revenues and Other Financing Sources and Expenditures
and Other Financing Uses and GAAP Revenues and Qther Financing Sources and Expenditures and
Other Financing Uses

School
General Unrestricted

Revenues and Other Financing Sources Fund Fund

Actual amounts (budgetary basis) $12,001,158 $4,033,653

The pension contributions made to the Employees Retirement System by
the State on behalf of the Town of Foster are not reported as budgetary
revenue, but are a current year revenue for financial reporting purposes. - 145,896

The transfer from surplus is a budgetary revenue but is not a
revenue for financial reporting purposes (200,000) -

Proceeds from capital lease are not reported as a budgetary
revenue but is a revenue source for financial reporting
purposes. 74,287 -

Total revenues and other financing sources as reporied on the

statement of revenues, expenditures and changes in fund balances —
governmental funds 511,875,445 $4,179,549
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TOWN OF FOSTER, RHODE ISLAND
Notes to Required Supplementary Information

June 30, 2007

Expenditures and Other Financing Uses

Actual amounts {budgetary basis)

Differences — budget to GAAP:

Capital appropriations may be carried over for 2 vears from the date the
appropriation is made. Capital appropriations carried over are reflected
as a budgetary expenditure, but are not a current year expenditure for
financial reperting purposes,

Expenditures related to capital lease are not reported as a budgetary
expenditure, but are a current year expenditure for financial reporting

purposes.

The pension contributions made to the Employees Retirement System by
the State on behalf of the Town of Foster are not reported as a budgetary
expenditure, but are a current year expenditure for financial reporting

purposes.
Total expenditures and other financing uses as reported in the

Statement of revenues, expenditures and changes in fund balances —
governmental funds

51

School

General Unrestricted
Fund Fund

511,925,972 $4,031,371
(59,756) —
74,287 -
- 145,896
$11,940,503 34,177,267




OTHER SUPPLEMENTARY INFORMATION

The information
provided herein contains
schedules which the Town deems
necessary to provide additional disclosures.

THIS SECTION CONTAINS THE FOLLOWING:

Combining Fund Financial Statements for Nonmajor Governmental Funds

Other Supplementary Information



TOWN OF FOSTER, RHODE ISLAND
Nonmajor Governmental Funds
Combining Balance Sheet
June 30, 2007

Town School Total
Special Special Normajor
Revenue Revenue Governmental
Funds Funds Funds
ASSETS
Cash § 188,332 § 18,522 $ 206,854
Investments 91,241 - 91,241
Due from federal and state governments 25,281 10,774 36,055
Accounts receivable 6,939 - 6,939
Due from other funds 68,894 203,863 272,757
Total assets $ 380,687 $ 233,159 $ 613,846
LIABILITIES AND FUND BALANCES
Liabilities
Due to other funds 111,617 136,633 248,250
Total Habilities 111,617 136,633 248,250
Fund balances
Unreserved 269,070 96,526 365,596
Total fund balances 269,070 96,526 365,596
Total Habilities and fund balances $ 380,687 $ 233,159 $ 613,846
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TOWN OF FOSTER, RHODE ISLAND
Combining Statement of Net Assets

Agency Funds
June 30, 2007
Mageira Student Probate Total
Performance Activity Escrow Recreation Agency
Bond Funds Fuand Fuand Funds
Assets
Cash § 19,281 § 1,860 $ 3,626 5 11,914 $ 36,687
Total assets $ 19,281 $ 1,866 $ 3,626 $ 11,914 $ 36,687
Liabilities
Due to other funds 3 - $ - % 500 3 - $ 500
Deposits held in custody for others 19,281 1,866 3,126 11,914 36,187
Toval liabilities $ 19,281 $ 1,866 $ 3,626 $ 11,914 $ 36,687
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TOWN OF FOSTER, RHODE ISLAND

Combining Statement of Changes in Assets and Liabilities
Agency Funds

For the Fiscal Year Ended June 30, 2007

MAGEIRA PERFORMANCE BOND
Assets
Cash

Total assels

Liabilities
Deposits held in custody for others

Total linbilities

STUDENT ACTIVITY FUND
Assets
Cash

Total assets

Ligbilities
Deposits held in custody for others

Total Habilities

PROBATE ESCROW ACCOUNT
Assets
Cash

Total assets

Liabilities
Due to other funds
Deposits held in custody for others

Toral liabilities

RECREATION FUND
Assets
Cash

Total assets

Liabilities
Deposits held in custody for others

Total liabilities

Balance
July 1, 2006 Additions Deductions
$ 18,802 $ 540 $ 61
$ 18,802 $ 540 3 61
$ 18,302 b 540 $ 61
$ 18,3802 3 540 $ 61
$ 74 $ 147395 $ 12,603
$ 74 $ 14395 $ 12,603
$ 74 $ 14,395 $ 12,603
$ 74 $ 14,395 § 12,603
$ 3,556 3 70 ) -
$ 3,556 $ 70 3 -

$500 $ - 3 -

3,056 70 -

$3,556 $ 70 $ -
$ 12,591 $ 16,442 $ 17119
$ 12,591 $ 16,442 $ 17,119
$ 12,591 § 16,442 $ 17,119
$ 12,591 $ 16,442 $ 17,119
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Balance
June 30, 2007

§ 19,281

$ 19,281

8 19281

5 19281

$ 1,866

§ 1,866

§ 1,866

5 1,866

§ 3,626
$ 3,626
$500
3,126

_ 53626

§ 11,914

$ 11,914

$ 11,914

§ 11,914

{Continued)



TOWN OF FOSTER, RHODE ISLAND
Combining Statement of Changes in Assets and Liabilities (Continued)
Agency Funds
For the Fiscal Year Ended June 30, 2007

Balance Balance
July 1, 2006 Additions Deductions June 30, 2007
TOTAL AGENCY FUNDS
Assets
Cash $ 35,023 $ 31,447 $ 29,783 § 36,687
Total assels $ 35,023 $ 31,447 § 29,783 $ 36,687
Liabilities
Due to other funds $500 $0 $0 $500
Deposits held in custody for others 34,523 31,447 29,783 36,187
Total liabilities $35,023 $ 31,447 $ 29783 $36,687
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STATISTICAL SECTION

The Statistical Schedules differ
from other financial statement presentations
because they generally disclose more than one fiscal
year and may present non-accounting data such as social
and economic data and financial trends of the Town.



Statistical Section

This part of the Town of Foster's comprehensive annual financial report presents
detailed information as a context for understanding what the information in the
financial statements, note disclosures, and required supplementary information says
about the Town's overall financial health.

Contents Page(s)
Financial Trends 70-73

These schedules contain trend information to help the reader understand how
the Town's financial position has changed over time.

Revenue Capacity 74-77
These schedules contain information to help the reader understand and
assess the faciors affecting the Town's ability to generate its most significant
local revenue sources, the real and personal property tax .

Debt Capacity 78-82
These schedules present information o help the reader assess the
affordability of the Town's current ievels of outstanding debt and the Town's
ability to issue additional debt in the future.

Economic and Demographic Information 83-84
These schedules offer economic and demographic indicators to help the
reader understand the environment within which the Town's financial activities
take place and to provide information that facilitates comparisons of financial
information over time and among governments.

Operating Information 85-87
These schedules contain service and infrastructure data to help the reader
understand how the information in the Town's financial report relates to the
services the Town provides and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived
from the comprehensive annual financial reports for the relevant year. The Town
implemented GASB Statement 34 in 2004; schedules presenting government-
wide information include information beginning in that year.
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J}CON & COMPANY, CPA'S, LLC

875 Centerville Road
Bldg. 3, Unit 10
Warwick, Rl 02886

Phone: 401-586-6565
Fax: 401-826-1710

REPORT ON THE 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 President
and Members of the Town Council
Foster, Rhode Island

We have audited the financial statements of the governmental activities, the aggregate
discretely presented component unit, each major fund, and the aggregate remaining fund
information of the Town of Foster, as of and for the year ended June 30, 2007, which
collectively comprise the Town of Foster’s basic financial statements and have issued
our report thereon dated December 31, 2007. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Internal Control gver Financial Reporting

In planning and performing our audit, we considered the Town of Foster’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 Foster’s internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of
the Town of Foster’s internal control over financial reporting.

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

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Foster’s financial
~ statements are frec 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, the Town
Coungil, the School Committee, the State of Rhode Island Auditor General and 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.

Baer Lrwpang P LAC

Warwick, Rhode Island
December 31, 2007
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