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TOWN OF FOSTER
RHODE ISLAND

KELLI M. RUSS

TREASURER/FINANCE DIRECTOR

March 24, 2020

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, 2019, is hereby submitted. This report was prepared by the Treasurer’s 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, a reproduction
of the 2018 GFOA Certificate of Achievement for Excellence in Financial Reporting, the Town's
organizational chart, and a list of principal officials. The Financial Section includes the
Independent Auditor’s 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, human
services, building and zoning, planning, and education. The Town supports the operations of the
Foster-Glocester Regional School District; support is based on the number of resident students
attending the Regional Schools and is reported as an expenditure within the Town’s General Fund.



GOVERNMENT PROFILE

The land area that is now the Town of Foster was founded in 1636 and considered part of
Providence, Rhode Island; was later divided from Providence and included in the Town of
Scituate, Rhode Island; and was separated from Scituate and incorporated as a Town on August
24, 1781. The Town of Foster is located at the southeastern corner of Providence County on the
Rhode Island/Connecticut line. It is bounded by Killingly and Sterling, Connecticut on the west;
Glocester, Rhode Island on the north; Coventry, Rhode Island on the south, and Scituate, Rhode
Island on the east; and remains sparsely settled with a population density of only 89.8 persons per
square mile. It is connected to the southeast corridor by a network of highways including
Interstates 295 and 95, and Route 6. It currently occupies 52.21 square miles and serves a
population of 4,689.

The Town of Foster has numerous National Historical Districts. In addition to several buildings,
the entire hamlets of Foster Center (the seat of Town Government), Hopkins Mills, Clayville, and
Moosup Valley are entered in the National Register of Historic Places.

The Town operates under a Home Rule Charter adopted in 1976, providing for a Town Council
form of government with five members, 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 different intervals), some of which
are: Planning Board, Zoning Board, Zoning Board of Review, Board of Canvassers, Recreation
Committee, and the Juvenile Hearing Board.

COMPONENT UNIT

The Foster Land Trust (Land Trust) is 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 a 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, maintained by the Foster School Department. Grades 6 through 12 are maintained 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, 2019, the Town
of Foster paid $5,431,540 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 for two-year terms. As a result of a recent Charter
Amendment, the two candidates receiving the greatest number of votes in the November 2018
general election will be designated Member one and two; each will serve a four-year term. The
third Member elected will serve a two-year term. In 2020, there will be an election for one four-
year term for Member three. In every election held thereafter, 1 or 2 Committee positions will be
open for election/reelection on an alternating schedule.

The three members of the Foster School Committee, along with the six School Committee
members from the Town of Glocester, are ex-officio 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’s Financial Town Meeting is held on the third Tuesday in March of each year and
its budget is adopted at that meeting. The Town of Foster’s Financial Town Meeting is held on
the first Tuesday of the first week in May of each year and the budget for the Foster elementary
school is adopted at that meeting. According to the Town Charter, 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.

As previously noted, the Town of Foster’s school system (grades kindergarten through 5) consists
of one elementary school (Captain Isaac Paine). 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. A new Ponaganset Middle School building was completed in August 2007. The
Ponaganset High School South building was constructed in 1960 and the Ponaganset North



building was constructed in 1965. Both the North and South buildings were recently renovated
(completed in 2010).

As of October at the beginning of each school year, the student enrollment in the Foster School
System for the past ten years has been, and for the next five years is projected to be, as follows:

Actual Enrollment

School Captain Isaac Fostgr-GIocester Total

Year Paine School Regional School
2009-2010 257 437 694
2010-2011 274 414 688
2011-2012 283 412 695
2012-2013 275 400 675
2013-2014 287 356 643
2014-2015 285 350 635
2015-2016 278 357 635
2016-2017 271 356 627
2017-2018 292 379 671
2018-2019 271 377 648

Projected Enrollment

School Captain Isaac Fostgr-GIocester Total

Year Paine School Regional School
2019-2020 240 373 613
2020-2021 244 370 614
2021-2022 245 363 608
2022-2023 250 337 587
2023-2024 259 307 566

Note: The above figures represent the students enrolled in Foster and Foster-Glocester schools.
They do not include students who live in town and attend Charter schools and Career and Technical
schools out-of-district for which the resident community is financially responsible.
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MUNICIPAL SERVICES
The Town provides the following major public services:

PuBLIC SAFETY — Police: The Town Police Department is responsible for Public Safety and has a
force of nine full-time sworn officers, including the Chief, Captain, Sergeant, and six patrol
officers. The department also has four full-time and two part-time dispatchers; the dispatchers
dispatch for both the police and fire departments.

ANIMAL CONTROL — The Police Department is responsible for Animal Control which has one
part-time Animal Control Officer shared with the Town of Scituate.

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 statute: Foster Center Fire Company,
Moosup Valley Fire Company, South Foster Fire Company, and the Foster Ambulance Corps.

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.

HuMAN SERVICES — The department provides services to low and moderate income residents and
those in need. Services include emergency housing, fuel/utility assistance, food, and
clothing. DHS assists with the application process for state and federal programs such as SNAP,
WIC, Medical Assistance, and other programs.

BUILDING AND ZONING/PLANNING — The departments are made up of one part-time Building
Official, one part-time Planner, one part-time Electrical Inspector, and one part-time Plumbing &
Mechanical Inspector, whose responsibilities include ensuring compliance with state and local
building code, ordinances and laws, subdivision regulations, and the Town’s Comprehensive Plan.

ECONOMIC CONDITIONS AND OUTLOOK

Foster is considered a rural residential community. Residential property accounts for 80.9% 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 and the Town of Foster, Foster Golf & Country Club,
Shady Acres, Little Rhody Farms, Well One Foster, Dr. Daycare, and the United States Postal
Service (USPS).



Listed below is the Rhode Island Department of Labor and Training Quarterly Census of
Employment and Wages — Second Quarter 2019 Report.

Foster
Number Average Total
of Units Employment Wages
Total Private & Government 99 457 4,044,264
Total Private Only 93 354 2,604,806
Agriculture, Forestry, Fishing & Hunting 2 * *
Construction 20 46 524,212
Manufacturing 2 * *
Wholesale Trade 5 8 184,725
Retail Trade 8 32 169,359
Transportation & Warehousing 5 40 343,174
Information 2 12 48,030
Finance & Insurance 1 * *
Real Estate & Rental & Leasing 0 0 0
Professional & Technical Services 12 17 156,470
Management of Companies & Enterprises 1 * *
Administrative Support & Waste Mgmt. 10 13 119,396
Educational Services 1 * *
Health Care & Social Assistance 7 50 330,924
Arts, Entertainment, & Recreation 3 51 243,886
Accommodation & Food Services 6 35 118,693
Other services (except Public Admin) 8 19 101,788
Unclassified Establishments 0 0 0
Government 6 103 1,439,458

* Some data is not shown due to the possibility of identifying data of a specific employer.
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HOUSING

At the end of 2018 sale prices for single family homes in Foster ranged from $171,000 to more
than $645,000. The 2019 second quarter median sales price for single family homes in Foster was
$345,000.

POPULATION TRENDS

In 2010 Foster was ranked 37 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 2010.

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

Years Population
1950 1,630
1960 2,097
1970 2,626
1980 3,370
1990 4,316
2000 4,274
2010 4,606

Source: U.S. Bureau of the Census, 1950-2010

LONG-TERM FINANCIAL PLANNING

Each year the Town adopts a five-year Capital Improvement Program which 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. The Town adopted a Charter amendment mandating the
return of unspent funds allocated for capital expenditures and deemed abandoned to the Capital
Project Fund.

Even with the funding initiatives, the anticipated expenditures for the ongoing replacement, repair,
and maintenance of property including infrastructure, significantly outweighs the anticipated
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revenue set aside to fund these projects. Therefore, the Town budgeted an additional contribution
of $175,000 in 2019 to fund capital endeavors and is looking into changes in policy, grants, and
alternate funding sources for future capital projects.

MAJOR INITIATIVES
Ongoing or recently completed projects include:

e Upgraded windows, doors, and frames for safety throughout the Captain Isaac Paine
Elementary School

e Replaced the basketball court flooring and repainted the gym at the Captain Isaac Paine
Elementary School

e Purchased a Ford F250 with a plow package
e Purchased a man-lift for building repairs and tree trimming and removal

e Started phase one of the new youth athletic field complex which includes parking, walking
trail, and a softball/little league field

e Asphalt overlays on segments of South Killingly Road

e Final phase of plan and design of a new Police Station site and building

FINANCIAL INFORMATION

A detailed 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 4 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:

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

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

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

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

INDEPENDENT AUDIT

In accordance with the Town's Charter and the General Laws of the State of Rhode Island, an audit
of the accounts and financial statements has been completed by the Town's independent Certified
Public Accountants, Bacon & Company CPAs, 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, 2018. This was the
seventh consecutive year that the government has achieved this prestigious award. In order to be
awarded a Certificate of Achievement, a government must publish an easily readable and
efficiently organized comprehensive annual financial report. This report must satisfy both
generally accepted accounting principles and applicable legal requirements.

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

CERTIFIED PUBLIC ACCOUNTANTS
875 Centerville Road, Building 3, Unit 10 * Warwick, RI 02886
(401) 586-6565 * Fax (401} 826-1710

Independent Auditor's Report

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

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
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, 2019, and
the related notes to the financial statements, which collectively comprise the Town of Foster,
Rhode Island’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.



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

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 discretely presented
component unit, each major fund, and the aggregate remaining fund information of the Town of
Foster, Rhode Island, as of June 30, 2019, and the respective changes in financial position and,
where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis, budgetary comparison information, and supplementary
pension and other postemployment benefit information on pages 4 through 15 and pages 71
through 88 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our 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
combining nonmajor fund financial statements, the combining fiduciary fund financial
statements, Annual Supplemental Transparency Report (MTP2), other supplementary
information, and the introductory and statistical sections 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, Annual Supplemental Transparency Report (MTP2) and other supplementary
information are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of



America. In our opinion, the combining nonmajor fund financial statements, the combining
fiduciary fund financial statements, Annual Supplemental Transparency Report (MTP2) and
other supplementary information are fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, we do not express an
opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March
24, 2020 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 solely to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the Town of
Foster, Rhode Island’s internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Town of Foster, Rhode Island’s internal control over financial reporting and
compliance.

Bacon & C)&W ChlAz, LLL

Warwick, Rhode Island
March 24, 2020
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Management of the Town of Foster provides this Management’s Discussion and Analysis of the Town of
Foster’s financial statements for the readers of the Town’s Comprehensive Annual Financial Report. This
narrative overview and analysis of the financial statements of the Town of Foster is for the fiscal year ended
June 30, 2019. We encourage readers to consider this information in conjunction with the Town’s financial
statements that follow.

FINANCIAL HIGHLIGHTS

The Town’s governmental funds reported combined ending fund balances of $4,495,612 of which
($467) is unassigned.

At the end of the current fiscal year the committed fund balance in the general fund for the Foster
reserve fund was $1,362,693, or 10.00% of the total 2019 budgeted expenditures and other
financing uses less budgeted capital expenditures. This is an increase of $47,223 from the
previous year.

$9,116 remains as assigned fund balance for the budgeted use of the Foster reserve fund in the
2018 fiscal year. This money is assigned for the Building Committee to fund the initial planning
for the replacement of the police station.

The School unrestricted fund ended the year with a restricted (for education) fund balance of
$651,907. This is a decrease of $60,016 from the prior year. The School Committee created a
capital reserve account for surplus monies in excess of 4% of the operations budget; therefore, the
$651,907 restricted (for education) fund balance is comprised of $176,882 for education and
$475,025 for capital for education.

The Town ended the fiscal year with a budgetary operating surplus of $517,958. The underlying
causes are discussed later in this document. The School ended with a budgetary operating loss of
$60,016 primarily due to the unbudgeted use of fund balance for capital expenditures.

On a government-wide basis the assets and deferred outflows of resources of the Town of Foster
exceeded its liabilities and deferred inflows of resources as of June 30, 2019 by $7,304,363; an
increase from the prior year of $369,574, or 5.33%. Net position of the Town’s component unit
increased by $104,168, or 4.29%, to $2,529,908.

The Town implemented GASB Statement No. 68, “Financial Reporting for Pensions — An
Amendment of GASB Statement No. 27 and GASB Statement No. 71, “Pension Transition for
Contributions Made Subsequent to the Measurement Date”, during fiscal year 2015. This resulted
in a material change in the reporting of net position to include transactions recording activity in
the Town’s pension plans, including net pension liabilities. The net pension liability as of June 30,
2019 is $5,558,845; an increase of $9,941, or .18%, from the prior year. Additional information
on the Town of Foster’s pension plans can be found in Note 16 of the financial statements found
on pages 49-70.

The Town’s Government-wide operating expenses were $15,430,454 an increase of $419,045, or
2.79%, from the prior year. The net increase is primarily due to a decrease in public safety
expenses of $88,480 primarily due to changes in personnel and no capital purchases offset by an
increase in public works expenses for the purchase of equipment and additional expenses related
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to parts and repairs, refuse removal, and tipping fees of $121,730; and education expenses
increased in the amount of $451,858 due to an increase in the appropriation to the Regional School
and local schools for operations, combined with a student population shift that negatively impacted
the Foster community. Revenues recognized were $15,800,028, an increase of $408,673 or 2.66%
mainly due to an increase in property taxes and state aid revenues.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the Town’s annual financial
statements. The financial section of this report consists of four parts — management’s discussion and
analysis (this section), the basic financial statements, required supplementary information, and other
supplementary information that includes combining statements for non-major governmental funds and other
fiduciary funds. The basic financial statements consist of three components: government-wide financial
statements; fund financial statements and notes to financial statements.

» The first two statements are government-wide statements that provide both long-term and short-
term information about the Town’s overall status.

» The remaining statements are fund statements that focus on individual parts of the Town
government, reporting the Town’s operations in more detail than the government-wide statements.

» The governmental fund statements tell how general government services like public
safety were financed in the short-term as well as what remains for future spending.

» Proprietary fund statements offer short-and long-term financial information about the
activities the government operate like businesses.

» Fiduciary fund statements provide information about assets that are held by the Town as
trustee or agent for the benefit of someone or something other than the Town itself. The
Town cannot use these assets to support its own programs.

The financial statements also include notes that provide more detailed data about some of the information
in the financial statements. The statements are followed by a section of required supplementary information
that further explains and supports the information in the financial statements. In addition to these required
elements, also included is a section of combining statements that provide details of our non-major
governmental funds and fiduciary funds, which are added together and presented in a single column in the
basic financial statements.

Government-wide financial statements — Government-wide financial statements (Statement of Net
Position and Statement of Activities) 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.
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The Statement of Net Position presents information on all of the Town’s assets, deferred outflows of
resources, liabilities, and deferred inflows of resources with the difference between the two reported as net
position. Over time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the Town is improving or deteriorating.

The Statement of Activities presents information which shows how the Town’s net position changed during
the most recent fiscal year. All changes in net position are reported when the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned but unused vacation and sick leave).

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 government-wide financial statements are reported on pages 16 and 17 of this report.

Fund financial statements — A fund is a grouping (and self-balancing set) of related accounts that is 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 can be divided into three categories:
governmental funds, proprietary and fiduciary funds.

Governmental funds — Most of the basic services provided by the Town are financed through 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. This provides the reader with a
better understanding of the long-term impact of the government’s near-term financing decisions. Both the
governmental funds balance sheet and the governmental funds statement of revenues, expenditures, and
changes in fund balances provide a reconciliation to facilitate this comparison between governmental funds
and governmental activities.

The Town maintains 34 active individual governmental funds. Information is presented separately in the
Governmental Funds Balance Sheet and in the Governmental Funds Statement of Revenues, Expenditures,
and Changes in Fund Balances for the general fund, the School unrestricted fund, the Town capital project
fund, and the School capital projects fund which are considered to be major funds. Data from the remaining
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30 governmental funds are combined into a single, aggregated presentation. Individual fund data for each
of these non-major governmental funds is provided in the form of combining statements on pages 89
through 98 in this report. The governmental fund financial statements can be found on pages 18 through
21 of this report.

Proprietary Funds — Proprietary funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. They are used to account for operations that are
financed and operated in a manner similar to private business enterprises — where the intent of the governing
body is that the costs (expenses, including depreciation) of providing goods or services to the general public
on a continuing basis be financed or recovered primarily through user fees. The town has 1 proprietary fund
used to manage the healthcare management transactions. The proprietary fund financial statements can be
found on pages 22 through 24 of this report.

Fiduciary Funds - Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial statement because the
resources of those funds are not available to support the Town’s own programs. The fiduciary funds
maintained by the Town include 1 other post employment benefit trust fund, 1 private purpose trust fund,
and 4 agency funds. The fiduciary funds financial statements can be found on pages 25 and 26 of this
report. Individual fund data for the agency funds is provided in the form of combining statements on pages
99 and 100 of this report.

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 follow the basic financial statements.

Other Information - In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information. This section includes budgetary comparison
schedules, which include reconciliation between the statutory fund balance for budgetary purposes
and the fund balances for the General Fund as presented in the governmental fund statements.
Required supplementary information follows the notes to the financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
Net Position

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position.
On a government-wide basis, the assets and deferred outflows of resources of the Town exceeded its
liabilities and deferred inflows of resources at June 30, 2019 by $7,304,363, an increase of $369,574 or
5.31% from 2018.

The most significant changes noted were:
An increase in current assets of $513,160 from 2018 plus a decrease in both noncurrent liabilities and

deferred inflows of resources of $131,884 and $214,092, respectively, offset by a decrease in deferred
outflows of resources of $139,823 from 2018 and a decrease in noncurrent assets of $292,541. Much of
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the increase in current assets is due to an increase in cash and cash equivalents while the decrease in
noncurrent liabilities and deferred inflows of resources from 2018 is primarily due to the decrease in the
settlement payable to the Providence Water Supply Board and a decrease in deferred pension amounts,
respectively. The majority of the decrease in deferred outflows of resources is due to a decrease in deferred
pension amounts and the decrease in noncurrent assets is primarily due to the decrease of depreciable
buildings, property, equipment, and infrastructure, net.

Town of Foster
Statement of Net Position

June 30, 2019 June 30, 2018

Governmental ~ Component Governmental Component
Activities Unit Activities Unit
Other assets $ 7,150,175 $ 333,501 $ 6,724,183 $ 292,185
Capital assets 7,281,686 2,196,775 7,487,059 2,133,555
Total assets $ 14,431,861 $2,530,276 $ 14,211,242 $2,425,740
Deferred outflows of resources $ 1,835,778 $ - $ 1,975,601 $ -
Current liabilities $ 859,523 $ 368 $ 802325 $ -
Noncurrent liabilities 6,883,528 - 7,015,412 -
Total liabilities $ 7,743,051 $ 368 $ 7817737 $ -
Deferred inflows of resources $ 1,220,225 $ - $ 1,434,317 $ -
Net Position:
Net investments in capital assets ~ $ 7,265,159 $2,196,775 $ 7,465,778 $2,133,555
Restricted 1,470,049 - 1,418,596 -
Unrestricted (1,430,845) 333,133 (1,949,585) 292,185
Total net position $ 7,304,363 $2,529,908 $ 6,934,789 $2,425,740

The largest portion of the Town’s net position, $7,265,159 or 99.46%, consists of its investments in capital
assets such as land, buildings and improvements, motor vehicles, machinery 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 of the Town’s net position, $1,470,049 or 20.12% represents resources that are subject
to external restriction on how they may be used. The remaining balance of unrestricted net position may
be used to meet the government’s ongoing obligations to its citizens and creditors. Internally imposed
designations of resources are not presented as restricted net position.
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At the end of the current year, the Town reports positive balances in only two of the three categories of net
position for the government as a whole. The unrestricted deficit of $1,430,845 is largely due to net pension
liabilities of $5,558,845 and a settlement payable to the Providence Water Supply Board in the amount of
$1,088,656.

Changes in Net Position
The government’s total net position increased by $369,574 during the current fiscal year

Town of Foster
State ment of Activities

June 30, 2019

June 30, 2018

Governmental Component Governmental Component
Activities Unit Activities Unit
Revenues
Program revenues
Charges for services $ 250,628 $ - $ 309,118 $ -
Operating grants 1,667,178 - 1,892,646 -
Capital grants 154,595 - - -
General revenues
Property taxes 13,156,246 - 12,742,875 -
State aid 521,885 - 421,279 -
Interest and investment income 46,137 6,046 10,362 1,199
Gain on sale of asset - 49,152 - -
Miscellaneous 3,359 54,499 15,075 48,238
Total revenues $ 15,800,028 $ 109,697 $ 15,391,355 $ 49,437
Expenses
Legislative, judical & general admin $ 990,351 $ - $ 1,034,101 $ -
Health and welfare 124,203 - 159,201 -
Public Safety 1,939,461 - 2,027,941 -
Public Works 1,553,557 - 1,431,827 -
Planning, building and zoning 95,340 - 81,212 -
Recreation 29,609 - 27,800 -
Education 10,411,430 - 9,959,572 -
Food services 73,867 - 82,858 -
Libraries 155,842 - 150,842 -
Interest expense 56,794 56,055
Land Trust - 5,529 - 3,446
Total expenses $ 15,430,454 $ 5,529 $ 15,011,409 $ 3,446
Change in net position 369,574 104,168 379,946 45,991
Net position - beginning of year-restated 6,934,789 2,425,740 6,554,843 2,379,749
Net position - end of year $ 7,304,363 $ 2,529,908 $ 6,934,789 $ 2,425,740
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Governmental activities — As previously stated, the Governmental activities increased the Town’s net
position overall by $369,574. The key elements for this increase include an increase in state aid, and tax
collections net of the impact in expenses as follows:

1) A net decrease in public safety due to changes in personnel and the reduction in capital expenses
offset by an increase in public works expenses due to the increase in personnel related expenses,
repairs and maintenance of equipment, tipping fees and refuse removal, and the purchase of a new
equipment for public works.

2) An increase in education expenses due to an increase in the appropriation to both the Regional and
local schools for operations, combined with a student population shift in the Regional school that
negatively impacted the Foster community.

Component unit activities - Component unit activities increased its net position by $104,168, or 4.29%
from 2018. The key elements for this increase were the receipt of conveyance fees allocated to the
preservation of open space and the gain on sale of land.

Financial Analysis of the Government’s Funds
As noted earlier, the Town uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

Governmental Funds - The focus of the Town’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, unassigned fund balance may serve as a useful measure of a
government’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 $4,495,612 an increase of $630,382 in comparison with the prior year.

10



Nonspendable:
Prepaid expenditures
Restricted:
Education
Historical records preservation
Health and welfare programs
Public safety programs
Capital
Other programs
Committed:
Student population change
Townhouse maintenance
Recycling programs
Open space and conservation
Capital
Comprehensive Plan
Revaluation
Contingency
Foster reserve fund
Assigned:
Capital
Public safety building
Recreation

Educational enrichment programs

Unassigned:
Total fund balances

The general fund’s total fund balance increased by $560,159 from 2018 overall. This change is the net
result of more significant changes in fund balances. Nonspendable fund balance increased by $14,107 due
to an increase in prepaid expenditures. Restricted fund balance increased by only $494, an insignificant
change. The majority of the increase in the general fund’s total fund balance is reflected in the committed
fund balance which increased by $555,899. This increase is primarily due to the significant increase in
committed fund balance for capital expenditures of $576,030 and the Foster reserve fund of $47,223, as
well as increases in committed fund balance for future revaluations and contingencies in the amount of
$10,000 and $17,000, respectively. The increases in the committed fund balance were offset by a decrease
in committed fund balance for funds committed for future student population changes in the amount of
$93,081. The assigned fund balance decreased by $10,341 due to use of reserves for continued planning for

a new police station.
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Town of Foster
Gowvernmental Funds
Fund Balances

Total Total Total Total Total Total
General Other Governmental General Other Governmental
Fund Funds Funds Fund Funds Funds

6/30/2019 6/30/2019 6/30/2019 6/30/2018 6/30/2018 6/30/2018
$ 20142 3% - $ 20142 $ 603k 3 -3 6,035
- 705,796 705,796 - 771,554 771,554

- 68,623 68,623 - 70,013 70,013

- 16,444 16,444 - 19,270 19,270

- 72,625 72,625 - 69,872 69,872

- 552,022 552,022 - 433,899 433,899

12,034 4,373 16,407 11,540 4,373 15,913
48,000 - 48,000 141,081 - 141,081

- 5,928 5,928 - 5,904 5,904

- 13,069 13,069 - 12,540 12,540

- 45,511 45511 - 43,581 43,581
1,507,765 - 1,507,765 931,735 - 931,735
- - - 1,273 1,273

11,747 - 11,747 1,747 - 1,747
17,000 - 17,000 - - -
1,362,693 - 1,362,693 1,315,470 - 1,315,470
- 16,500 16,500 - - -

9,116 - 9,116 19,457 - 19,457
2,506 - 2,506 2,506 - 2,506

- 4,185 4,185 - 3,380 3,380

- (467) (467) - - -
$2,991,003  $1,504,609  $4,495,612 $2,430,844 $1434386 $ 3,865,230

11
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The Town has three major funds included in the total other funds listed above: School unrestricted fund and
capital projects funds. The School unrestricted fund ended the fiscal year with total fund balances of
$656,092, a decrease from 2018 of $59,211 due to unanticipated expenditures for out-of-district students.
The capital project funds ended the fiscal year with total fund balances of $568,522, an increase from 2018
of $134,623, primarily due the receipt of school housing aid and a continued plan to increase appropriations
to fund capital projects to maintain the Town’s infrastructure, buildings, and equipment in excess of the
allocation of 2% (of annual operations) to capital, mandated by the Homerule Charter adopted in 1976.

General Fund Budgetary Highlights
The Town ended FY 2019 with a budgetary surplus of $517,958 due to unanticipated events.

Revenues

Actual revenues and other financing sources reported in 2019 exceeded budgeted revenues by $230,724
or 1.64%. This gain in revenues was a result of the following:

An unfavorable budgetary variance of $28,620, or 6.11% occurred in motor vehicle phase-out due to an
unanticipated shortfall in state reimbursement resulting from legislative changes in motor vehicle taxation
as well as an unfavorable variance of $18,481, or 42.49% in other revenues resulting from shortfalls in the
collection of police fines and fees. These shortfalls were offset by favorable variances in accounts related
to the collection of property taxes; specifically real estate and personal property tax revenue and fines
and interest on late payments which exceeded anticipated revenue by $215,260, collectively, or 1.66%.
Additionally, building and zoning fees exceeded the budget by $26,180, or 74.8%.

Expenses

Budgeted expenditures and other financing uses in the Town's general fund exceeded actual expenditures
by $287,234 or 2.04%. This was primarily due to favorable variances in finance administration, planning,
building & zoning, and public safety, due to savings in personnel and related expenditures resulting from
unfilled employee positions. Also, public works ended the fiscal year with a favorable budgetary variance
resulting from savings in snow removal and personnel changes.

This schedule is located on pages 71 to 74 of this report.

Capital Assets and Debt Administration
Capital Assets

The Town of Foster’s investment in capital assets for its governmental activities as of June 30, 2019
amounted to $7,281,686 (net of accumulated depreciation). This investment in capital assets includes land,
buildings and improvements, motor vehicles, machinery and equipment, infrastructure, and construction in
progress.

Additional information on the Town of Foster’s capital assets is located in Note 7 on page 38 of the notes to
the financial statements.

12
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Town of Foster
Capital Assets (net of Accumulated Depreciation)

June 30, 2019

For the Year Ended June 30, 2019

June 30, 2018

Governmental Component Governmental Component
Activities Unit Activities Unit

Land $ 161,199 $2,196,775 $ 161,199 $2,133,555
Construction in progress 116,000 - 116,000 -
Land Improvements 73,031 77,368 -
Buildings and improvements 2,315,282 2,357,196 -
Motor vehicles 407,852 453,231 -
Machinery and equipment 716,769 695,673 -
Infrastructure - roads and bridges 3,491,553 - 3,626,392 -
Total $ 7,281,686 $2,196,775 $ 7,487,059 $2,133,555

Significant capital asset events during the current fiscal year included the following:

1) Updated windows, doors, and frames for safety throughout the Captain $ 53,823
Isaac Paine School

2) Replaced the basketball court flooring at Captain Isaac Paine School  $ 14,439

3) Purchased a Ford F250 with a plow package for the Department of $ 43,441
Public Works

4) Purchased a man-lift for the Department of Public Works $ 23,500

5) Purchased air packs for the fire companies $ 60,255

Debt Administration

In fiscal year 2006, the Town of Foster made its final payment on an outstanding debt payment which fully
satisfied the Town’s obligation. The Town has issued no additional bonded debt.

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 $17,260,225 (based on the net assessed valuation at December 31, 2017 of $575,340,817).
As of June 30, 2019, the Town had no outstanding bonds and notes issued within the 3% debt limit leaving
a borrowing capacity of $17,260,225.

13
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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, 2019, 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. This would occur whenever the Director determines 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 Note 8 of the financial
statements on page 39.

Economic Factors and Next Year's Budgets and Rates
Unemployment rates as of June 30, 2019 and June 30, 2018 (not seasonally adjusted)
6/30/2019 6/30/2018

3.20% 3.00% Town of Foster
3.30% 3.70% State of Rhode Island
3.80% 4.20% United States

e Median household income in Foster was $81,036 compared to the State of Rhode Island median income
of $61,043. The median income for the United States was $57,652.

e Per Capita family income in Foster was $37,818 compared to the State of Rhode Island per capita family
income of $33,315. The per capita family income for the United States was $31,177.

e Existing single-family home median sale prices were approximately $310,000 in Foster, greater than
the state average of $270,000 from the 2019 RI Housing Fact Book.

e Foster ranks 37" in population (4,689 per 2013-2017 American Community Survey (ACS) 2017, 5-year
estimate) among Rhode Island's 39 cities and towns.

e The Town's total general fund budget for fiscal year 2020 approved at the May 7, 2019 Financial Town
Meeting is $14,654,649 including expenditures funded by a transfer from the capital fund allocated as
follows:

0 Education - $8,766,877, or 59.82%
o Capital - $1,066,465, or 7.28% (includes a budgeted transfer to the capital project fund)
0 Other -$4,821,307, or 32.90%
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In fiscal year 2019, $93,082 was appropriated from the Town’s student population set-aside to offset
the increase in the regional school’s appropriation directly resulting from the increase in foster students
as a percentage of the student body as a whole.

The 2020 FTM adopted budget reflects an increase of $447,205 or 3.28%, from 2019, excluding capital
expenditures funded by the capital fund. The increase is the net result of significant changes in a few
departments. These changes include an increase in the Foster-Glocester Regional School appropriation
of $93,082 for operations and debt, or 1.74%; an increase in the local school appropriation of $123,518
for operations, or 3.85%; an increase of $92,654, or 7.01%, in public works primarily for refuse removal,
personnel costs, and professional services related to tree removal; and an increase in general government
of $49,041, or 7.05%, for personnel related expenditures, general property insurance, and claims and
settlements for Providence Water to avoid a balloon payment in the final year of payout.

State law legislating tax levies limits the amount a municipality can raise taxes to 104% of the prior
year tax levy excluding motor vehicles excise tax in its entirety from the calculation.

The State legislated an increase in the motor vehicle exemption to $3,000 for fiscal year ending 2020;
the same exemption applied to local taxpayers.

Municipal revenues remain flat, other than taxes and state aid increases due to changes in motor vehicle
excise tax legislation.

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 years in-between. The Town completed a statistical revaluation
in 2011 which affected the 2013 fiscal year end and in 2014 that affected the 2016 fiscal year end. Also,
the Town completed a full revaluation in 2017 that is reflected in the 2019 fiscal year. The Town's tax
rates for 2020 and 2019 with their differences are listed below. The tax on Motor Vehicles has been
reduced to $35.00. The tax on Inventory has been phased out. Rates are per $1,000.

Tax Rates

Fiscal Year  Fiscal Year Increase
2019-2020 2018-2019 (Decrease)
Real Property $ 23.69 $ 2284 $ 085

Motor Vehicle 35.00 36.95 (1.95)
Tangible 32.59 31.42 1.17
Inventory - - -

REQUEST FOR INFORMATION

The financial report is designed to provide a general overview of the Town’s finances for all those
with an interest in the government’s finances. Questions concerning any of the information provided
in this report or requests for additional financial information should be addressed to Kelli Russ,
Treasurer/Finance Director, Town of Foster, 181 Howard Hill Road, Foster, Rl 02825.
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BASIC FINANCIAL STATEMENTS

THE BASIC FINANCIAL STATEMENTS INCLUDE:

Government-Wide Financial Statements

Fund Financial Statements:
- Governmental Funds
- Proprietary Funds
- Fiduciary 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.
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TOWN OF FOSTER, RHODE ISLAND
Statement of Net Position
June 30, 2019

Primary
Government
Governmental
Activities
Assets
Current assets:
Cash and cash equivalents $ 4,493,958
Investments -
Property taxes receivable 883,339
Accrued interest receivable 122,220
Due from federal and state governments 231,264
Other receivables 209,307
Due from primary government -
Prepaid expenses 20,142
Total current assets 5,960,230
Noncurrent assets:
Capital assets: (Note 7)
Land and other nondepreciable assets 277,199
Depreciable buildings, property, equipment,
and infrastructure (net) 7,004,487
Net pension assets 375,321
Other assets 814,624
Total noncurrent assets 8,471,631
Total assets 14,431,861
Deferred outflows of resources:
Deferred pension amounts 1,803,238
Deferred other postemployment benefit amounts 32,540
Total deferred outflows of resources 1,835,778
Liabilities
Current liabilities:
Accounts payable and accrued expenses 472,107
Due to component unit 7,679
Claims payable 123,418
Compensated absences payable 61,042
Settlement payable 190,000
Capital lease payable 5,277
Total current liabilities 859,523
Noncurrent liabilities:
Compensated absences payable 258,309
Settlement payable 898,656
Capital lease payable 11,250
Net pension liabilities 5,558,845
Net other postemployment benefit liability 156,468
Total noncurrent liabilities 6,883,528
Total liabilities 7,743,051
Deferred inflows of resources:
Deferred property taxes 24,118
Deferred pension amounts 1,141,913
Deferred other postemployment benefit amounts 54,194
Total deferred inflows of resources 1,220,225
Net Position
Net investment in capital assets 7,265,159
Restricted for:
Capital purposes 552,022
Education programs 705,796
Historical records preservation 68,623
Public safety programs 72,625
Other programs 70,983
Unrestricted (1,430,845)
Total net position $ 7,304,363

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

Land Trust

$ 272,439
53,383

7,679

333,501

2,196,775

2,196,775

2,530,276

2,196,775

333,133

_$2.520.008



TOWN OF FOSTER, RHODE ISLAND
Statement of Activities
For the Fiscal Year Ended June 30, 2019

Functions/Programs

Net (Expense) Revenue
and Changes in Net Position

Primary Component
Program Revenues Government Unit
Operating Capital Total
Charges for Grants and Grants and Governmental Foster
Expenses Services Contributions Contributions Activities Land Trust

Primary Government:
Governmental Activities:
Legislative, judicial and general

administrative
Health and welfare
Public safety
Public works
Planning,building and zoning
Recreation
Education
Food services
Libraries
Interest expense

Total primary government

Component Unit:
Foster Land Trust

$ 990,351 $ 71,038 $ - $ - $ (919,313) $ -
124,203 1,098 73,003 - (50,102) -
1,939,461 18,170 4,644 - (1,916,647) -
1,553,557 698 - - (1,552,859) -
95,340 61,180 - - (34,160) -
29,609 420 - - (29,189) -
10,411,430 64,695 1,549,460 154,595 (8,642,680) -
73,867 33,329 40,071 - (467) -
155,842 - - - (155,842) -
56,794 - - - (56,794) -
$ 15,430,454 $ 250,628 $ 1,667,178 $ 154,595 (13,358,053) -
$ 5,529 $ - $ - $ - - (5,529)
General Revenues:

Taxes:
Property taxes, levied for general purposes 13,156,246 -
State aid, not restricted for a specific purpose 521,885 -
Interest and investment income 46,137 6,046
Gain on sale of capital asset - 49,152
Miscellaneous 3,359 54,499
Total general revenues 13,727,627 109,697
Change in net position 369,574 104,168
Net position - beginning of year 6,934,789 2,425,740
Net position - end of year $ 7,304,363 $ 2,529,908

The accompanying notes are an integral part of the basic financial statements.
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TOWN OF FOSTER, RHODE ISLAND
Balance Sheet
Governmental Funds
June 30, 2019

ASSETS
Cash
Property taxes receivable
Due from federal and state governments
Other receivables
Due from other funds
Prepaid expenditures
Total assets

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES
Liabilities
Accounts payable and accrued expenditures
Due to other funds
Due to component unit

Total liabilities

Deferred Inflows of Resources:
Deferred property taxes
Other deferred revenues

Total deferred inflows of resources

Fund Balances (Deficits)
Nonspendable:
Prepaid expenditures
Restricted for:
Education programs
Historical records preservation
Health and welfare programs
Public safety programs
Capital expenditures - Town
Capital expenditures - School
Other programs
Committed for:
Student population change
Townhouse maintenance
Recycling programs
Open space and conservation
Capital expenditures
Revaluation
Contingency
Foster reserve fund
Assigned for:
Capital expenditures
Public safety building
Recreation programs
Educational enrichment programs
Unassigned
Total fund balance (deficits)

Total liabilities, deferred inflows of resources,

and fund balances

School Nonmajor

School Town Capital Other Total
General Unrestricted Capital Projects Governmental ~ Governmental

Fund Fund Fund Fund Funds Funds
$3,577,159 $ 283,556 $ 440,210 $ - $ 193,033 $ 4,493,958
883,339 - - - - 883,339
63,791 50,871 - 44,955 71,647 231,264
11,665 143,892 - - 51,905 207,462
2,832 471,984 111,812 204,118 218,393 1,009,139
20,142 - - - - 20,142
$4,558,928 $ 950,303 $ 552,022 $ 249,073 $ 534,978 $ 6,845,304
$ 193,261 $ 237,926 $ - - $ 40,920 $ 472,107
542,505 56,285 - 232,573 175,931 1,007,294
7,679 - - - - 7,679
743,445 294,211 - 232,573 216,851 1,487,080
824,480 - - - - 824,480
- - - - 38,132 38,132
824,480 - - - 38,132 862,612
20,142 - - - - 20,142
- 651,907 - - 53,889 705,796
- - - - 68,623 68,623
- - - - 16,444 16,444
- - - - 72,625 72,625
- - 442,382 - - 442,382
- - 109,640 - - 109,640
12,034 - - - 4,373 16,407
48,000 - - - - 48,000
- - - - 5,928 5,928
- - - - 13,069 13,069
- - - - 45,511 45,511
1,507,765 - - - - 1,507,765
11,747 - - - - 11,747
17,000 - - - - 17,000
1,362,693 - - - - 1,362,693
- - - 16,500 - 16,500
9,116 - - - - 9,116
2,506 - - - - 2,506
- 4,185 - - - 4,185
- - - - (467) (467)
2,991,003 656,092 552,022 16,500 279,995 4,495,612
$4,558,928 $ 950,303 $ 552,022 $ 249,073 $ 534,978 $ 6,845,304

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

18



TOWN OF FOSTER, RHODE ISLAND
Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net Position
June 30, 2019

Total Fund Balances - Total Governmental Funds $ 4,495,612
Amounts reported for Governmental Activities in the Statement of Net Position 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. 7,281,686

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 Statements, interest on property
taxes is reported when received. 122,220

Delinquent taxes are recognized as revenue in the period for which levied in the Government-Wide Financial
Statements, but are reported as deferred inflow of resources in the Governmental Fund Financial Statements. 800,362

Other long-term receivables are not available to pay for current period expenditures and, therefore, are
reported as a deferred inflow of resources in Governmental Funds financial statements. 38,132

Long-term liabilities (including settlement payable, capital lease payable, compensated absences, net pension
liabilities and net opeb liability) 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) (7,139,847)

Net pension assets are not available to pay for current period expenditure and, therefore are not reported
in the Governmental Funds financial statements. 375,321

Deferred pension and opeb amounts are not reported in the Governmental Funds financial statements, but are

reported in the Government-Wide financial statements as follows:
Deferred outflows of resources 1,835,778
Deferred inflows of resources (1,196,107)

The Internal service fund is reported as a proprietary fund in the fund financial statements but is
reported as governmental activities in the government-wide financial statements. 691,206

Net Position - Governmental Activities $ 7,304,363

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

Statement of Revenues, Expenditures and Changes in Fund Balances

For the Fiscal Year Ended June 30, 2019

Revenues
General property taxes
Intergovernmental and departmental revenues
Licenses and permits
Building and zoning fees
Fines and interest on late payments
Interest on investments
Other revenues
Total revenues

Expenditures
Current:
Legislative, judicial and general administrative
Financial administration
Health and welfare
Public safety
Public works
Planning, building and zoning
Recreation
Education
Food services
Libraries
Providence Water settlement
Capital outlay

Total expenditures
Excess (deficiency) of revenues over (under)

expenditures before other financing sources (uses)

Other financing sources (uses)
Transfers in
Transfers out
Total other financing sources (uses)
Net change in fund balance

Fund balances - beginning of year

Fund balances - end of year

School Nonmajor
School Town Capital Other Total
General Unrestricted Capital Projects Governmental Governmental
Fund Fund Fund Fund Funds Funds
$12,990,688 $ - $ - $ - $ - $12,990,688
522,755 1,329,298 109,640 44,955 378,654 2,385,302
59,050 - - - - 59,050
61,180 - - - - 61,180
161,008 - - - - 161,008
38,882 - 6,311 - 944 46,137
25,019 65,662 - - 52,990 143,671
13,858,582 1,394,960 115,951 44,955 432,588 15,847,036
508,413 - - - 7,461 515,874
301,214 - - - - 301,214
44,838 - - - 76,870 121,708
1,752,446 - - - 1,891 1,754,337
1,257,995 - - - 169 1,258,164
91,403 - - - - 91,403
28,848 - - - - 28,848
5,431,540 4,579,229 - - 277,519 10,288,288
- - - - 73,867 73,867
155,842 - - - - 155,842
190,000 - - - - 190,000
321,893 - - 115,216 - 437,109
10,084,432 4,579,229 - 115,216 437,777 15,216,654
3,774,150 (3,184,269) 115,951 (70,261) (5,189) 630,382
440,023 3,211,819 442,195 86,761 - 4,180,798
(3,654,014) (86,761) (440,023) - - (4,180,798)
(3,213,991) 3,125,058 2,172 86,761 - -
560,159 (59,211) 118,123 16,500 (5,189) 630,382
2,430,844 715,303 433,899 - 285,184 3,865,230
$ 2,991,003 $ 656,092 $ 552,022 $ 16,500 $ 279,995 $ 4,495,612

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, 2019

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

Governmental Funds financial statements report capital outlay as expenditures. However, in the Government-
Wide Statement of Activities, the cost of those assets is allocated over their estimated useful lives 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
does not require the use of current financial resources. Therefore, depreciation expense is not reported
as an expenditure in Governmental Funds financial statements.

Long-term compensated absences, settlement payables, net pension liabilities (assets) and net other post
employment benefit liability are reported in the Government-Wide financial statements, but do not

require the use of current financial resources. Therefore, the change in compensated absences, settlement payables,
net pension liabilities (assets) and net other post employment benefit liability are not reported as expenditures in
Governmental Fund financial statements.

This amount represents the change in these long-term liabilities (assets) from the prior year.

Capital lease proceeds provide current financial resources to Governmental Funds, but issuing debt increases
long-term liabilities in the Government-Wide Statement of Net Position. Repayment of debt principal
is an expenditure in Government Funds, but the payments reduce long-term liabilities in the
Government-Wide Statement of Net Position.

This amount represents long-term debt payments.

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.

Revenues in the Government- Wide Statement of Activities that are not available are not reported
as revenue in the Governmental Funds.

The Internal Service Fund is used by management to charge the costs of Health and Dental Insurance to
individual funds. The net revenues (expenses) of the Internal Service Fund is reported with Governmental
Activities in the Government-Wide financial statements.

Change in Net Position of Governmental Activities

The accompanying notes are an integral part of the basic financial statements.
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195,458
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(169,769)
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TOWN OF FOSTER, RHODE ISLAND
Statement of Net Position
Proprietary Funds
June 30, 2019

Governmental
Activities
Healthcare
Management
Fund
ASSETS
Noncurrent assets
Deposits with others $ 814,624
Total noncurrent assets 814,624
Total assets 814,624
LIABILITIES
Current liabilities
Accrued claims payable 123,418
Total liabilities 123,418
NET POSITION
Unrestricted 691,206
Total net position $ 691,206

The accompanying notes are an integral part of the basic financial statements.
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TOWN OF FOSTER, RHODE ISLAND
Statement of Revenues, Expenses and Changes in Net Position
Proprietary Funds
For the Year Ended June 30, 2019

Governmental
Activities
Healthcare
Management
Fund
Operating Revenues
Charges for insurance $ 920,284
Total operating revenues 920,284
Operating Expenses
Health insurance claims 962,965
Dental insurance claims 34,761
Administrative and other fees 92,327
Total operating expenses 1,090,053
Operating loss (169,769)
Change in net position (169,769)
Net position - beginning of year 860,975
Net position - end of year $ 691,206

The accompanying notes are an integral part of the basic financial statements.
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TOWN OF FOSTER, RHODE ISLAND
Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2019

Governmental
Activities
Healthcare
Management
Fund

Cash flows from operating activities

Receipts for interfund charges for insurance $ 920,284

Payments for health and dental insurance claims (894,627)

Payments for other operating expenses (92,327)

Decrease in deposits with others 66,670

Net cash used for operating activities -

Net increase in cash and cash equivalents -
Cash and cash equivalents at beginning of year -
Cash and cash equivalents at end of year $ -
Reconciliation of operating loss to net cash used for
operating activities

Operating loss $  (169,769)
Adjustments to reconcile operating loss to net cash
used for operating activities:

Decrease in deposits with others 66,670

Increase in accrued claims (IBNR) 103,099

Net cash used for operating activities $ -

The accompanying notes are an integral part of the basic financial statements.
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TOWN OF FOSTER, RHODE ISLAND
Statement of Fiduciary Net Position
Fiduciary Funds
June 30, 2019

Private-
Other purpose
Post-Employment Trusts
Benefits Cemetery Agency
Trust Fund Fund Funds
Assets
Cash and cash equivalents $ 199,342 $ 19,846 $ 35,759
Total assets 199,342 19,846 35,759
Liabilities
Due to other funds 1,845 - -
Deposits held in custody for others - - 35,759
Total liabilities 1,845 - 35,759
Net Position
Restricted for post employment benefits
and other purposes $ 197,497 $ 19,846 $ -

The accompanying notes are an integral part of the basic financial statements.
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TOWN OF FOSTER, RHODE ISLAND
Statement of Changes in Fiduciary Net Position
Fiduciary Funds
For the Year Ended June 30, 2019

Private-
Other purpose
Post-Employment Trusts
Benefits Cemetery
Trust Fund Fund
Additions
Contributions:
Employer $ 46,614 $
Total contributions 46,614
Investment earnings:

Interest and dividends 767 79
Total investment earnings 767 79
Total additions 47,381 79

Deductions

Benefits 38,203 -

Total deductions 38,203 -
Change in net position 9,178 79
Net position - beginning of year 188,319 19,767
Net position - end of year $ 197,497 $ 19,846

The accompanying notes are an integral part of the basic financial statements.
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TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2019

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 potential 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” and
GASB Statement No. 61 “Financial Reporting Entity-Omnibus”. A component unit is a legally
separate organization for which the elected officials of the primary government are financially
accountable or other organizations for which the nature and significance of their relationship
with the primary government are such that exclusion would cause the reporting entity’s financial
statements to be misleading. Through the application of GASB Statement Numbers 14, 39 and
61 criteria, the Foster Land Trust (the Land Trust) has been discretely presented as a component
unit of the Town 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. Trustees are appointed by the Town Council and the Land Trust
can impose a financial burden upon the Town in the form of financial support and financing of
operating deficits. The Land Trust holds economic resources (land and land rights) entirely for
the direct benefit of the Town. The Land Trust does not issue separate financial statements.

B. BASIS OF PRESENTATION AND ACCOUNTING
Government-Wide Financial Statements

The Town’s Government-Wide Financial Statements include a Statement of Net Position and a
Statement of Activities. These statements report information about the reporting entity as a
whole. Fiduciary activities of the Town are not included in these statements. The statements
distinguish between governmental and business-type activities.  Governmental activities
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TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2019

generally are financed through property taxes, intergovernmental revenue, and other non-
exchange revenues. Business-type activities are financed in whole or in part by fees charged to
external parties for goods and services rendered. The Town has no business-type activities as of
June 30, 2019 or for the year then ended.

The Statement of Activities presents a comparison between direct expenses and program revenue
for each function of the Town’s governmental activities. 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 operational or capital requirements of a
particular program. Revenues that are not classified as program revenues, including property
taxes and general state aid, are presented as general revenues.

These statements are presented on an “economic resources” measurement focus and the accrual
basis of accounting. Accordingly, all the Town’s assets, deferred outflows of resources,
liabilities, and deferred inflows of resources, including capital assets, infrastructure assets, and
long-term liabilities, are included in the accompanying Statement of Net Position. The
Statement of Activities presents changes in net position. Under the accrual basis of accounting,
revenues are recognized in the period earned while expenses are recognized in the period the
liability is incurred.

Certain eliminations have been made as prescribed by GASB Statement No. 34 in regards to
interfund activities, payables and receivables. All internal balances in the Statement of Net
Position have been eliminated. In the Statement of Activities, internal service fund transactions
have been eliminated.

Fund Financial Statements

The Fund Financial Statements of the Town are organized into funds, each of which is
considered to be a separate accounting entity. Fund accounting is designed to demonstrate legal
compliance and to aid management by segregating transactions related to specific Town
functions or activities. Each fund is accounted for by providing a separate set of self-balancing
accounts that comprise its assets, deferred outflows of resources, liabilities, deferred inflows of
resources, fund equity, revenues, and expenditures/expenses. Funds are organized into three
categories: governmental, proprietary, and fiduciary. Major individual governmental funds and
are reported as separate columns in the Fund Financial Statements.

Governmental Fund Financial Statements

Governmental Fund Financial Statements include a Balance Sheet and a Statement of Revenues,
Expenditures and Changes in Fund Balances for all major governmental funds and non-major
funds aggregated. An accompanying schedule is presented to reconcile and explain the
differences in fund balances and changes in fund balances as presented in these statements to the
net position and changes in net position presented in the Government-Wide Financial
Statements.
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TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2019

All governmental funds are accounted for on a spending or “current financial resources™
measurement focus and the modified accrual basis of accounting. Accordingly, only current
assets, deferred outflows of resources, current liabilities and deferred inflows of resources are
included on the Balance Sheet. The Statement of Revenues, Expenditures and Changes in Fund
Balances present increases (revenues 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 in the accounting period in which they become both measurable and
available to finance expenditures of the current period. Accordingly, revenues are recorded
when received in cash, except that revenues subject to accrual (generally collected 60 days after
year-end) are recognized when due. The primary revenue sources which have been treated as
susceptible to accrual by the Town are property tax and intergovernmental revenues.
Expenditures are recorded in the accounting period in which the related fund liability is incurred,
except for principal and interest on long-term debt, claims and judgments, and compensated
absences which are recognized as expenditures to the extent they have matured.

Major Governmental Funds:

General Fund — The General Fund is used to account for resources devoted to financing the
general services that the Town performs for its citizens and is always classified as a major fund.
It is used to account for all financial resources except those required to be accounted or reported
in another fund.

School Unrestricted Fund — The School Unrestricted Fund accounts for resources to provide
primary education to the Town’s children. The School Unrestricted Fund’s major revenue
sources are general state aid to education and the General Fund Town appropriation.

Town Capital Fund and School Capital Projects Fund — These funds are used to finance the
purchases set forth in the capital program.

Proprietary Fund Financial Statements

Proprietary Fund Financial Statements include a Statement of Net Position, a Statement of
Revenues, Expenses and Changes in Net Position, and a Statement of Cash Flows. A column
representing internal service funds is also presented in these statements. However, internal
service balances and activities have been combined with the Governmental Activities in the
Government-Wide Financial Statements.

Proprietary funds are accounted for using the *““economic resources” measurement focus and the
accrual basis of accounting. Accordingly, all assets, deferred outflows of resources, liabilities
and deferred inflows of resources (whether current or noncurrent) are included in the Statement
of Net Position. The Statement of Revenues, Expenses and Changes in Net Position present
increases (revenues) and decreases (expenses) in total net position. Under the accrual basis of
accounting, revenues are recognized in the period earned while expenses are recognized in the
period the liability is incurred.
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TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2019

Operating revenues in the proprietary funds are those revenues that are generated from the
primary operations of the fund. All other revenues are reported as non-operating revenues.
Operating expenses are those expenses that are essential to the primary operations of the fund.
All other expenses are reported as non-operating expenses.

The Town has one Internal Service Fund.

Healthcare Management Fund — The Healthcare Management Fund is used to account for the
Town’s self-insured health and dental care programs.

Fiduciary Fund Financial Statements

Fiduciary Fund Financial Statements include a Statement of Fiduciary Net Position and a
Statement of Changes in Fiduciary Net Position. The Town’s Fiduciary Funds include the Other
Post-Employment Benefits Trust Fund, Private Purpose Trust Funds and Agency Funds.
Fiduciary Funds are used to account for assets held by the Town in a trustee capacity or as an
agent for individuals, private organizations or other governments. The Fiduciary Funds are
accounted for on a spending or “economic resources” measurement focus and the accrual basis
of accounting. Agency funds are purely custodial and do not involve measurement of results of
operations.

Other Post-Employment Benefits Trust Fund — This fund was established by Town Ordinance
effective August 23, 2012 to account for funds to finance other post employment benefits paid by
the Town and the payment of these benefits as they come due. The fund presently is accounting
for surplus funds derived from the Town’s medical accounts and any dividends derived from the
Town’s involvement with WB Community Health in conformance with the Town Ordinance and
the payment of retirees’ benefits on a “pay as you go” basis.

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.

C. RECENTLY ISSUED ACCOUNTING STANDARDS
The Town has implemented the following new accounting pronouncements:

e GASB Statement No. 83 — Certain Asset Retirement Obligations, effective for the
Town’s fiscal year ending June 30, 20109.

e GASB Statement No. 88 — Certain Disclosures Related to Debt, including Direct
Borrowings and Direct Placements, effective for the Town’s fiscal year ending June 30,
20109.

The adoption of GASB Statement Nos. 83 and 88 did not have an impact on the Town’s financial
position or results of operations.
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TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2019

The Town will adopt the following new accounting pronouncements in future years:

e GASB Statement No. 84 — Fiduciary Activities, effective for the Town’s fiscal year
ending June 30, 2020.

e GASB Statement No. 87 — Leases, effective for the Town’s fiscal year ending June 30,
2021.

e GASB Statement No. 89 — Accounting for Interest Cost Incurred before the End of a
Construction Period, effective for the Town’s fiscal year ending June 30, 2021.

e GASB Statement No. 90 — Majority Equity Interests — an amendment of GASB
Statements No. 14 and No. 61, effective for the Town’s fiscal year ending June 30, 2020.

e GASB Statement No. 91 — Conduit Debt Obligations, effective for the Town’s fiscal year
ending June 30, 2022.

e GASB Statement No. 92 — Omnibus 2020, several requirements effective for the Town’s
fiscal year ending June 30, 2020 and others effective for the fiscal year ending June 30,
2021.

The impact of these pronouncements on the Town's financial statements has not been
determined.

D. CASH EQUIVALENTS

The Town considers cash and cash equivalents to include cash on hand, time and demand
deposits, and short-term investments maturing within three months from the date of acquisition.
E. INVESTMENTS

The Town reports investments at fair value.

F. ACCOUNTS RECEIVABLE AND TAXES RECEIVABLE

Accounts receivable and taxes receivable are shown net of an allowance for uncollectible
accounts. The allowance is calculated based on the collectability of the individual receivables.

Property taxes which were levied on July 1, of the current year and other delinquent balances are
recorded as receivables.

G. PREPAID ITEMS

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items. The prepaid items are recorded on the consumption method.

H. CAPITAL ASSETS AND DEPRECIATION

Capital assets are reported in the Government-Wide Statement of Net Position. In the Fund
Financial Statements, capital assets used in governmental fund activities are accounted for as
capital expenditures upon acquisition.
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All capital assets are recorded at cost (or estimated historical cost). Donated capital assets are
recorded at acquisition value as of the date received. The Town follows the policy of not
capitalizing assets with a cost of less than $10,000 and a useful life of less than 1 year.

Capital assets are depreciated using the straight-line method over the following estimated useful
lives:

Estimated

Useful
Description Lives
Land improvements 20
Buildings and building improvements 20-50
Motor vehicles 8-15
Machinery and equipment 5-15
Infrastructure (roads and bridges) 20-65

|. DEFERRED OUTFLOWS OF RESOURCES AND DEFERRED INFLOWS OF
RESOURCES

Deferred outflows of resources represent a consumption of net position that applies to future
periods and so will not be recognized as an outflow of resources (expense/expenditure) until
then. Deferred inflows of resources represent an acquisition of net position that applies to future
periods and so will not be recognized as an inflow of resources (revenue) until that time.

In the Governmental Fund Financial Statements, deferred inflows of resources are reported for
receivables recorded in the Governmental Fund Financial Statements for which the revenue is
not available or amounts received before the period for which property taxes are levied. In the
Government-Wide Financial Statements, deferred outflows of resources and deferred inflows of
resources are reported for amounts related to the Town’s pension plans and other
postemployment benefit plan that will be amortized as a component of pension and other
postemployment benefit expense in future years.

J. 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. Failure to make payment by due dates will result in a lien on the taxpayers property.
Rhode Island General Laws restrict the Town’s ability to increase either its total tax levy or its
tax rates to no more than 4.00% over that of the preceding year.

K. COMPENSATED ABSENCES
Under the terms of various contracts and agreements, Town employees are granted vacation and
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sick leave in varying amounts based on length of service. Vacation benefits are accrued as a
liability based on the accumulated benefits earned at June 30. Sick leave benefits are based on
the sick leave accumulated at June 30 by those employees who are currently eligible to receive
termination payments and those employees for whom it is probable they will become eligible to
receive termination benefits in the future. The liability is calculated at the rate of pay in effect at
June 30, 20109.

The entire compensated absence liability is reported on the Government-Wide Financial
Statements. For the Governmental Fund Financial Statements, the amount of accumulated
vacation and sick leave has been recorded as a current liability to the extent that the amounts are
due to employees that have resigned or retired.

L. ACCRUED LIABILITIES AND LONG-TERM DEBT

All accrued liabilities and long-term debt are reported in the Government-Wide Financial
Statements.

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
Governmental 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 governmental fund financial statements until due.

M. PENSIONS

For the purposes of measuring the net pension (assets) liabilities, deferred outflows of resources
and deferred inflows of resources related to pensions, and pension expense, information about
the fiduciary net position of the Employees’ Retirement System of the State of Rhode Island,
Teachers’ Survivor Benefit and Municipal Employees’ Retirement System plans and the
additions to/deductions from each plan’s fiduciary net position have been determined on the
same basis as they are reported by the plans. For this purpose, benefit payments (including
refunds of employee contributions) are recognized when due and payable in accordance with the
benefit terms. Investments are reported at fair value.

N. POSTEMPLOYMENT BENEFITS OTHER THAN PENSIONS (OPEB)

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred
inflows of resources related to OPEB, and OPEB expense, information about the fiduciary net
position of the Town of Foster’s Post-Employment Health Insurance Plan (the plan) and
additions to/deductions from the plan’s fiduciary net position have been determined on the same
basis as they are reported by the plan. For this purpose, the plan recognizes benefit payments
when due and payable, in accordance with the benefit terms. Investments are reported at fair
value.
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O. 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 financial statements and the reported amounts of revenues
and expenditures/expenses during the reporting period. Actual results could differ from those
estimates.

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY
A. 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 $17,260,225. As of June 30, 2019, the Town’s debt
is under the limit by $17,260,225.

NOTE 3 - 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 Position as “Cash and Cash Equivalents”.

Primary Government Component Unit

Carrying Carrying
Amount Amount
Total Deposits $4,748,205 $272,439
Add: Petty Cash 700 -
Total Cash and Cash Equivalents Reported
in the Financial Statements $4,748,905 $272,439

CUSTODIAL CREDIT RISK - custodial credit risk for deposits is the risk that in the event of
the failure of a depository financial institution, the Town will not be able to recover deposits or
will not be able to recover collateral securities that are in the possession of an outside party. The
Town does not have a formal deposit policy for custodial credit risk, but is governed by State
Laws as described below. As of June 30, 2019, $1,011,994 of the Town’s bank balance of
$4,995,437 was exposed to custodial credit risk as follows:

34



TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2019

Primary Government Component Unit
Bank Bank
Balance Balance

Insured (Federal depository insurance funds) $3,853,588 $129,855
Collateralized with securities held by pledging

financial institution or its agent in the Town’s name 868,787 143,207

Uninsured and uncollateralized - -

Total $4,722,375 $273,062

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, regardless of maturity. At June 30, 2019, the
Town had no uncollateralized deposits with institutions.

NOTE 4 — INVESTMENTS

General Fund investments are governed by Title 35, Chapter 10, Section 11 of the State’s
General Laws. This law generally allows for short-term investments, such as certificate of
deposits, money market funds, and obligations guaranteed by the United States Government,
etc., with the goal of seeking reasonable income while preserving capital.

As of June 30, 2019, the Town had the following investments:

Component
Unit
Investment Maturity Fair Value Rating
Municipal Bond 5/15/2028 $5,702 Moody’s — Aa3, S&P-AA
Municipal Bond 11/15/2036 5,128 Moody’s — AAl, S&P-AA+
Municipal Bond 11/01/2041 5,328 Moody’s — A2, S&P-A
Municipal Bond 04/01/2025 5,300 Moody’s — Al
Municipal Bond 12/01/2033 5,344 S&P-AA
Corporate Bond 7/15/2064 8,481 S&P- BBB
Corporate Bond 8/01/2116 7,842 Moody’s AA3
Corporate Bond 8/15/2046 5,213 Moody’s BAA1, S&P BBB+
Average
maturity
Mutual Funds Fixed Income 21.38 years 5,045 Average BB
Total Investments reported in
the Financial Statements $53,383

35



TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2019

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.

Credit Risk — The Town is governed by State Laws that limit investment choices to short-term
investments for its public deposits (General Fund). The Town does not have a formal investment
policy that would further limit its investment choices.

Concentration of Credit Risk — The Town does not have any policies that limit the amount the
Town may invest in any one issuer.

Custodial Credit Risk — For an investment, custodial credit risk is the risk that, in the event of
the failure of the counterparty, the Town will not be able to recover the value of its investments
or collateral securities that are in the possession of an outside party. The Town does not have a
policy related to custodial credit risk. The Town’s investments held by the Town’s counterparty
are held in the Town’s name.

NOTE 5 - FAIR VALUE MEASUREMENT

The Town categorizes its fair value measurements within the fair value hierarchy established by
generally accepted accounting principles. The hierarchy is based on the valuation inputs used to
measure the fair value of the asset. Level 1 inputs are quoted prices in active markets for
identical assets; Level 2 inputs are significant other observable inputs; and Level 3 inputs are
significant unobservable inputs.

The Town has the following recurring fair value measurements as of June 30, 2019:

e The following investments are valued using quoted prices in active markets (Level 1
inputs): Mutual funds fixed income $5,045.

e The following investments are valued by a pricing service using various techniques to
estimate value or by utilizing a yield-based matrix system (level 2 inputs): municipal
bonds $26,802 and corporate bonds $21,536.
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NOTE 6 — INTER-FUND TRANSACTIONS
Inter-fund receivable and payable balances at June 30, 2019 are as follows:

Due From:
School Other
General Unrestricted Capital Projects Governmental OPEB
Due To: Fund Fund Fund Funds Trust Fund Total
Governmental activities:
General Fund $ - $ - $ - $ 987 $ 1,845 $ 2,832
School Unrestricted Fund 64,467 - 232,573 174,944 - 471,984
Town Capital Fund 111,812 - - - 111,812
School Capital Projects Fund 204,118 - 204,118
Other Governmental Funds 162,108 56,285 - - - 218,393
Total $542,505 $ 56,285 $ 232,573 $ 175,931 $ 1,845 $1,009,139

The balances primarily result from the time lag between the dates the (1) interfund goods and
services are provided or reimbursable expenditures occur (2) transactions are recorded in the
accounting system and (3) payments between funds are made.

Inter-fund transfer balances at June 30, 2019 are as follows:
Transfer From:

School Town
General Unrestricted Capital
Fund Fund Fund Total
Transfer To:

General Fund $ - $ - $440,023 $ 440,023
School Unrestricted Fund 3,211,819 - - 3,211,819
Town Capital Fund 442,195 - - 442,195
School Capital Projects Fund - 86,761 - 86,761
Total $ 3,654,014 $ 86,761 $440,023 $ 4,180,798

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 $3,211,819 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.

37



TOWN OF FOSTER, RHODE ISLAND
Notes to Financial Statements
June 30, 2019

NOTE 7 - INFORMATION ABOUT CAPITAL ASSETS

Capital asset activity for the fiscal year ended June, 30, 2019 was as follows:

Beginning Ending
Balance Additions Retirements Balance
Primary Government -
Governmental Activities:
Nondepreciable assets:
Land $ 161,199 - 161,199
Construction in progress 116,000 - 116,000
Total nondepreciable assets 277,199 - 277,199
Depreciable assets:
Land improvements 261,116 - 261,116
Buildings and improvements 5,131,136 68,262 5,199,398
Motor vehicles 3,077,088 43,441 3,120,529
Machinery and equipment 1,481,014 83,755 1,564,769
Infrastructure - roads and bridges 8,189,364 - 8,189,364
Total capital assets 18,416,917 195,458 18,612,375
Less accumulated depreciation for:
Land improvements 183,748 4,337 188,085
Buildings and improvements 2,773,940 110,176 - 2,884,116
Motor vehicles 2,623,857 88,820 - 2,712,677
Machinery and equipment 785,341 62,659 - 848,000
Infrastructure - roads and bridges 4,562,972 134,839 - 4,697,811
Total accumulated depreciation 10,929,858 400,831 - 11,330,689
Governmental activities capital assets, net $ 7,487,059 $ (205373) $ - $ 7,281,686
Component Unit:
Nondepreciable assets:
Land $ 2,133,555 $ 74,620 $ 11,400 $ 2,196,775
Total nondepreciable assets 2,133,555 74,620 11,400 2,196,775
Component unit capital assets, net $ 2,133,555 $ 74,620 $ 11,400 $ 2,196,775
Depreciation expense was charged to functions as follows:
Governmental activities:
Legislative $ 132,623
Health and Welfare 330
Public education 97,556
Public safety 106,631
Public works 62,930
Recreation 761
Total governmental activities depreciation expense $ 400,831
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NOTE 8 — LONG-TERM LIABILITIES
A. LONG -TERM LIABILITIES
The following schedule reflects changes in long-term liabilities for the year ended June 30, 2019:

Amounts
Beginning Ending Due Within

Balance Additions  Retirements Balance One Year

Governmental Activities:
Capital leases payable $ 21281 % - $ 4754 $ 16527 $ 5,277
Accrued compensated absences 309,691 68,763 59,103 319,351 61,042
Settlement payable 1,221,862 56,794 190,000 1,088,656 190,000
Net pension liabilities 5,548,904 9,941 - 5,558,845 -
Net other postemployment liability 158,508 - 2,040 156,468
Total Governmental Activities

Long-Term Liabilities $7260246 $ 135498 $ 255,897 $7,139,847 $ 256,319

Payments on the capital leases and settlement payable are made from the General Fund. Accrued
compensated absences, net pension liabilities and net other postemployment liability are paid
from the General Fund and School Unrestricted Fund.

B. CAPITAL LEASE COMMITMENTS

The Town acquired equipment valued at $26,450 that was financed with a lease purchase
agreement. Amortization of assets acquired under capital leases is included in depreciation
expense for the year ended June 30, 2019.

Obligations of Governmental Activities under capital leases as of June 30, 2019 were as follows:

Governmental Activities

Fiscal Year Lease Payment
Ended June 30, Requirements
2020 $ 6,778
2021 6,777
2022 5,648
Total minimum lease payments 19,203
Less: Amount representing interest cost (2,676)
Present value of minimum lease payments $ 16,527
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C. SETTLEMENT PAYABLE

The Providence Water Supply Board (PWSB) had filed tax appeals with the Town for both the
tax classification and valuation of their watershed property.  The Town entered into an
agreement with PWSB on June 15, 2015 regarding this tax appeal. = The Town and PWSB
acknowledge and agree that PWSB has paid timely all of its real estate and personal property
taxes to the Town for the tax years 2003-2014. The Town and PWSB have agreed to resolve all
pending tax challenges by the PWSB for said tax years including, but not limited to, a final
resolution of any and all administrative appeals and challenges of the tax classification and
valuations. The parties agreed to a recalculation and reduction of taxes for the tax years 2003-
2014 by granting the PWSB a reduction from the real estate taxes actually paid each year,
resulting in a cumulative refund due to PWSB of $1,604,528. The term of the settlement
agreement is ten (10) years beginning with tax year 2015. The agreement includes an annual
interest rate of the ‘Prime Rate”, adjusted annually with each change in the Prime Rate, which
will be applied to the refund amount until paid in full.

NOTE 9 - TRANSCATIONS WITH THE FOSTER LAND TRUST

For the year ended June 30, 2019, the Town’s General Fund reported the following balances
related to the Foster Land Trust:

Due to Foster Land Trust $7,679

NOTE 10 - DISAGGREGATION OF RECEIVABLE AND PAYABLE BALANCES
A. ACCOUNTS RECEIVABLE

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, except for the Community Development
Block Grant loans which are due in accordance with individual loan amortization schedules.

B. ACCOUNTS PAYABLE AND ACCRUED EXPENDITURES/EXPENSES
The accounts payable and accrued expenditures/expenses at June 30, 2019, were as follows:

Salaries and
Vendors Benefits Other Total
Governmental activities
General Fund $ 111,343 $ 81,918 $ - $ 193,261
School Unrestricted Fund 142,394 95,532 - 237,926
Other Governmental Funds 39,253 1,667 - 40,920
Total $ 292,990 $ 179,117 $ - $ 472,107
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NOTE 11 - FUND EQUITY
Government-Wide Financial Statements:

The Government-Wide Financial Statements utilize a net position presentation. Net position is
segregated into the following three components:

Net investment in capital assets — represents the net 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 position that does not meet the definition
of “restricted” or “net investment in capital assets.”

The Town considers restricted resources to have been spent when an expense is incurred for
which both restricted and unrestricted net position are available.

In the Fund Financial Statements, governmental fund equity is classified as fund balance. Fund
balance is reported in classifications that comprise a hierarchy based primarily on the extent to
which the Town is bound to honor constraints on the specific purpose for which amounts in those
funds can be spent.

Nonspendable Fund Balance — This classification includes amounts that cannot be spent
because they are not in spendable form or legally or contractually required to be maintained
intact. The “not in spendable form” criteria includes items that are not expected to be converted
to cash (e.g. prepaid expenditures).

Restricted Fund Balance — This classification includes amounts that have constraints placed on
the use of resources that are either externally imposed by creditors, grantors, contributors, or
laws and regulations of other governments or imposed by law through constitutional provisions
or enabling legislation.

Committed Fund Balance — This classification includes amounts that can only be used for
specific purposes pursuant to constraints imposed by formal action of the Town’s highest level of
decision- making authority. These committed amounts cannot be used for any other purpose
unless the Town removes or changes the specific use by taking the same type of action it
employed to previously commit those amounts.

Assigned Fund Balance — This classification includes amounts constrained by the Town’s intent
to be used for specific purposes, but are neither restricted nor committed.

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

Committed fund balances are established, modified or rescinded by a resolution adopted by the
taxpayers at the annual Financial Town Meeting or an ordinance adopted by the Town Council.
Assigned fund balances are authorized by the Financial Town Meeting and/or designee, i.e. the
Finance Director. The Town considers restricted amounts to have been spent when an
expenditure is incurred for purposes for which both restr