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INDEPENDENT AUDITORS' REPORT

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

We have audited the accompanying financial statements of the governmental activities, the aggregate
discretely presented component unit, each major fund, and the aggregate remaining fund information
of the Town of Foster, Rhode Island, as of and for the year ended June 30, 2006, which collectively
comprise the Town’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Town of Foster, Rhode Island's management. Our
responsibility is to express opinions on these financial statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the aggregate discretely presented
component unit, each major fund, and the aggregate remaining fund information of the Town of
Foster, Rhode Island, as of June 30, 2006, and the respective changes in financial position, thereof for
the year then ended in conformity with the accounting principles generally accepted in the United
States of America.

In accordance with Gevernment Auditing Standards, we have also issued a report dated February 21,
2007 on our consideration of the Town of Foster, Rhode Island's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not to




provide an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

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

QOur audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town of Foster, Rhode Island's basic financial statements. The combining
nonmajor fund financial statements, the combining fiduciary fund financial statements, and other
supplementary information are presented for purposes of additional analysis and are not a required part
of the basic financial statements. The combining nonmajor fund financial statements, the combining
fiduciary fund financial statements, and other supplementary information have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Eaem ¢ lonpuay. (o, L1C

Warwick, Rhode [sland
February 21, 2007



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2006
(Un-audited)

Our discussion and analysis of the Town of Foster, Rhode Island’s financial performance provides an
overview of the Town’s financial activities for the fiscal year ended June 30, 2006. Please read it in
conjunction with the Town’s financial statements that follow this section.

Financial Highlights

The Town’s net assets increased as a result of this year’s operation. On a government-wide basis
the assets of the Town of Foster exceeded its liabilities at June 30, 2006 by $11,497,037, an
increase of $324,065, or 2.9% from 2005. Net assets of the Town’s component unit increased
by $156,890, or 20%, to $924,532.

The Town’s Government-wide operating expenses were $10,958,014, a 2.7% increase from the
prior year due mainly to increases in education costs. Revenues collected were $11,282,079, a
6.1 % increase due mainly to an increase in tax revenue.

As of the close of the fiscal year, the Town’s governmental funds reported combined ending
fund balances of $3,881,954. Over 93% ($3,621,239) of this amount is unreserved. Within the
unreserved amount, $3,421,239, or 88% is undesignated.

In the Town’s general fund, at the end of 2006, the unreserved, undesignated fund balance was
$848,051 or 7.8% of the total general fund expenditures and other uses of funds for the fiscal
year. The current fiscal year’s revenues and sources of funds exceeded expenditures and uses of
funds by $289,718. On a budgetary basis revenues and sources of funds exceeded expenditures
and uses of funds by $74,364.

Overview of the Financial Statements

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

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

In addition to the basic financial statements, this report also contains other supplementary information.

The Town’s basic financial statements and other supplementary financial information provide information
about all of the Town’s activities. They provide both a short-term and a long-term view of the Town’s

financial

health as well as information about activities for which the Town acts solely as a trustee for the

benefit of those outside of the Town’s government.



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2006
(Un-audited)

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

The Statement of Net Assets presents information on all of the Town’s assets and liabilities with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the Town is improving or deteriorating.

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

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

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

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

Governmental Funds — Governmental funds are used to account for essentially the same functions
reported as governmental activities in the govermment-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 govemment’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the govermnment’s near-term financing
decisions. Both the governmental funds balance sheet and the governmental fund statements of revenues,



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2006
(Un-audited)

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

In addition to the 19 funds exhibited here for the School Department, the Town maintains 21 active
individual governmental funds and 1 fund within the component unit. Information is presented separately
in the Governmental Fund Balance Sheet and in the Governmental Fund Statement of Revenues,
Expenditures, and Changes in Fund Balances for the General Fund, the School Unrestricted Fund, and
the Capital Project Fund which are considered to be major funds. Data from the other funds are combined
into a single, aggregated presentation. Individual fund data for each of these non-major governmental
funds is provided in the form of combining statements on pages 54 through 65 in this report.

Fiduciary Funds- Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide financial statements because
the resources of those funds are not available to support the Town’s own programs.

Notes to Financial Statements - The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the financial statements are presented on pages 23 through 41.

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

Government-wide Financial Analysis

Analysis of the Town of Foster’s Net Assets

As noted earlier, net assets may serve, over time, as a useful indicator of a government’s financial position
and an important determinant of its ability to finance services in the future. On a government-wide basis,
the assets of the Town exceeded its liabilities at June 30, 2006 by $11,497,037, an increase of $324,065,
or 2.9% from 2005.

The most significant changes noted were:

Current assets increased $892,238 and Non-current assets decreased by $303,537 from 2005.

The $263,537 decrease in Invested in capital assets, net of related debt was offset somewhat by a
$593,421 increase in Restricted Net Assets.

Noncurrent liabilities increased by $16,414 due entirely to compensated absences increasing due to step
increases in the school department staff.



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2006
(Un-audited)

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

Town of Foster

Statement of Net Assets
June 30, 2006 June 30, 2005
Governmental Component Governmental Component
Activities Unit Activities Unit

Current assets $ 4,642401 $ 100,036 $ 3,750,166 § 115998
Noncurrent assets 7,554,654 828,500 7,858,191 708,150
Total assets $ 12,197,055 $ 928,936 $ 11,608,357 $ 824,149
Current liabilities $ 453417 $ 4404 $ 205198 $ 56,507
Noncurrent liabilities 246,601 - 230,187 -
Total liabilities $ 700,018 $ 4,404 $ 435,385 $ 56,507

Net Assets:
Invested in capital assets $ 7,554,654 $ 828,900 5 17,818,191 $ 708,150
Restricted 2,754,266 - 2,160,845 -
Unrestricted 1,188,117 95,632 1,193,936 59,492
Total net assets $ 11,497,037 $ 924532 $ 11,172,972 $ 767,642

The largest portion ($7,554,654) of the Town’s net assets consists of its investments in capital assets such
as land, buildings and improvements, motor vehicles, furniture and equipment and infrastructure, less any
debt used to acquire these assets, which is still outstanding. The Town uses these capital assets to provide
services to its citizens. Consequently, these assets are not available for future spending. Although the
Town’s investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to repay this debt must be provided from other sources, since the capital assets themselves are
unlikely to be used to liquidate these liabilities.

An additional portion ($2,754,266) of the Town’s net assets represents resources that are subject to
external restriction on how they may be used. The remaining balance of unrestricted net assets may be
used to meet the government’s ongoing obligations to its citizens and creditors.



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2006
(Un-audited)

As of June 30, 2006 the Town of Foster reports positive balances in all three categories of net assets for
the government as a whole.

Analysis of the Town of Foster’s Operations

The following analysis provides a summary of the Town’s operations for the year ended June 30, 2006.
The Town first implemented GASB Statement 34, Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments for the fiscal year ended June 30, 2004.
Comparative data is available and is presented in the following schedules. Governmental activities
increased the Town’s net assets by $324,065 for the current period. Component unit activities increased
its net assets by $156,890, or 20.4%, from 2005.

Total revenues increased by $648,087, or 6.1%, from 2005. Operating grants and contributions increased
by $119,551 from 2005 due primarily to an increase in state and federal grant programs. Capital grants
decreased by $74,114 from 2005 since fewer were sort. Property tax revenue increased by $511,275, or
7% from 2005 due mainly to more aggressive collection methods.

Total expenses increased by $288,163, or 2.7% from 2005, which was primarily due to an increase in
Education expense $232,641, or 3.1% from 2005.

Town of Foster
Statement of Activities
June 30, 2006 June 30, 2005
Governmental Component Governmental Component
Activities Unit Activities Unit
Revenues
Program revenues
Charges for services 359,166 52,103 367,381 -
Operating grants 1,910,666 - 1,791,115 56,132
Capital grants - 102,000 74,114
General revenues
Property taxes 7,878,820 - 7,367,545
State aid 1,039,025 - 912,658
Interest and investment
income 80,694 2,787 121,179
Miscellaneous 13,708 - - -
Total revenues 11,282,079 156,890 10,633,992 56,132




TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2006
(Un-audited)

Expenses
Legislative, judicial and

general administrative 867,567 - 445,325 -
Health and welfare 372,732 - 512,292 -
Public Safety 1,101,109 - 1,104,600 -
Public Works 579,346 - 825,897 -
Building and Zoning 41,013 - 39,448 -
Planning 32,860 . 49,767 -
Conservation 2,172 - 2,152 -
Recreation 65,544 - 31,787 -
Education 7,678,749 - 7,446,108 -
Food services 88,411 - 95,391 -
Librarics 128,511 117,084 -
Land Trust - - - 9,397
Total expenses 10,958,014 - 10,669,851 9,397
Change in net assets 324,065 156,890 (35,859) 46,735
Net assets July 1, restated B 11,172,972 767,642 11,208,831 720,907
Net assets June 30 $ 11,497,037 $ 924532 $ 11,172,972 $ 767,642

Financial Analysis of the Town of Foster’s Funds

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

At the end of the current fiscal year, the Town’s governmental funds reported combined ending fund
balances of $3,881,954. Approximately 93% of the total amount, or $3,621,239 constituted unreserved
fund balances. Included in the unreserved balance is $200,000 designated (appropriated) for fiscal year
2007, an increase of $200,000 from 2005.



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2006
(Un-audited)

Town of Foster

Governmental Funds
Fund Balances

Total Total
Governmental Governmental

Funds Funds
June 30, 2006 June 30, 2005

Reserved:
Reserved for prepaid expenditures $ 45361 $ -
Reserved for capital expenditures 215,354 57,169
_ Unreserved:

Designated for subsequent year budget 200,000 -
Undesignated 3,421,239 3,074,219
Total fund balances $ 3,881,954 $ 3,131,388

General Fund Budgetary Highlights

Revenues
Actual revenues and other financing sources reported in 2006 exceeded budgeted amounts by $467,575,
or 4.6%.

Actual General Property Taxes collected were greater than budget by $143,667, or 1.8%.

General State Aid exceeded budget by $45,795, or 4%. The Town received $97,066 more than the
$612,035 budgeted for the State Excise Tax Phase-out and $26,089 more than the $245,891 budgeted for
General Revenue Sharing. The Town budgets conservatively because the amounts to be paid to the Town
during 2006 were not known until after the budget was passed.

Interest and investment income exceeded budget by $27,218 or 68%. Most of this was due to higher than
anticipated interest rates.

Building and zonings fees collected exceeded budget by $47,379, or 77.7%, which is due to new
development and improvements.

Expenses

Actual expenditures and other financing uses in the Town's General Fund were less than budget by
$139,263 or 1.3%. This was primarily due to approximately $154,867 favorable balance for in the
Department of Public Works. Along with a few small positive variances in Contingency ($5,774), Public
Safety ($2,820), Building and Zoning ($3,101) and Planning ($2,337).



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2006
(Un-audited)

Positive variances realized were offset by expenses that exceeded budget, primarily in Unemployment
compensation ($12,606), Electricity (87,337), and Heating fuel ($3,646).

The Town of Foster’s Capital Assets

The Town of Foster’s investment in capital assets for its governmental activities amount to $7,554,654,
net of accumulated depreciation at June 30, 2006. Included are land, building and improvements,
construction in progress, motor vehicles, furniture and equipment and infrastructure.

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

Town of Foster
Capital Assets (net of Accumulated Depreciation)

June 30, 2006 June 30, 2005
Governmental Component Governmental Component
Activities Unit Activities Unit

Land b 31,199 $ 828,900 $ 31,199 $ 708,150
Construction in progress 34,543 - - -
Land Improvements 46,387 - 38,802 -
Buildings and improvements 2,354,349 - 2,412,505 -
Motor vehicles 768,093 - 906,524 -
Machinery and equipment 190,546 - 227,098 -
Infrastructure - roads and bridges 4,129,537 - 4,242 063 -
Total $ 7,554,654 $ 828900 § 7,858,191 $ 708,150

Significant additions to capital assets in 2006 include:
Land —$120,000-Purchase of open space for Foster Land Trust

Construction in progress — $34,543 — Construction of Human services office space
Land improvements - $ 15,219 -New playground equipment at Woody Lowden Center

Motor vehicles - $16,351 — Police vehicle
$14,236 — Public Works truck

Building Improvements - $20,277 — Alarm system School Department

10



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2006
(Un-audited)

The Town of Foster’s Debt Administration

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

Except as provided below, under Section 45-12-2 of the General Laws of Rhode Island, the Town may not,
without special statutory authorization, incur any debt which would increase its aggregate indebtedness not
otherwise excepted by law to an amount greater than 3% of the taxable property of the Town. Deducted
from the computation of aggregated indebtedness is the amount of any borrowing in anticipation of taxes
authorized by law and the amount of any sinking funds maintained by the Town. The current 3% debt limit
of the Town is $21,196,427 (based on the net assessed valuation at December 31, 2005 of $706,547,559). As
of June 30, 2006, the Town had no outstanding bonds and notes issued within the 3% debt limit leaving a
borrowing capacity of $21,196,427.

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 clectors of the Town. On June 30, 2006, the total outstanding debt of the
Town issued outside the 3% debt limit was $4,335,000.

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

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

Economic Factors and Next Year's Budgets and Rates

* Unemployment rates as of June 30, 2005 and June 30, 2006.

6/30/2005 6/30/2006

4.3% 5.1% Town of Foster
5.0% 5.5% State of Rhode Island
5.2% 4.6% United States

* Rates of inflation (taken from the Consumer Price Index) as of June 30, 2005 and June 30, 2006.

11
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Management’s Discussion and Analysis
For the Year Ended June 30, 2006
(Un-audited)

6/30/2005 6/30/2006
2.5% 5.1% Northeast Urban area
2.5% 4.3% United States

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

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

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

* The Town's total general fund budget for fiscal year 2007 amounts to $11,730,483 (87,744,595, or 66%,
for education and $3,985,888, or 34%, for other purposes), which reflects an increase of $1,040,358 or 9.7%
from 2006. The increase is due primarily to an increase in education costs of $428,886 and Town
government costs of $611,472. $200,000 was appropriated from the Town's fund balance to provide
additional funding for the fiscal 2007 budget and help contain the tax increase.

* The unreserved, undesignated fund balance in the general fund decreased by $44,142, or 4.9%, to $848,051
in 2006. The unreserved fund balance is 10% of proposed expenditures for 2006.

* Since December 2000, per Rhode Island General Law 44-5-11.6, municipalities in Rhode Island are
required to perform full revaluations on all "ratable" property every nine years and statistical revaluations
every three years for the year’s in-between. The Town's second statistical revalvation was completed for the
period ending December 31, 2005. Those valuations were the basis for fiscal 2006-07 tax rates. The Town's
net values for all taxable property in the Town increased by $190,086,983, or 36.8%, to $706,547,559 from
$516,460,576 from 2006 to 2007. The Town's tax rates for 2006 and 2007 with their differences are listed
below. The tax on Motor vehicles has been frozen at $36.95. The tax on Invenfory is scheduled to be phased
out in three years. Rates are per $1,000.

Tax Rates

Fiscal Year Fiscal Year Increase
2006-07 2005-06 (Decrease)
Real Property § 11.24 $§ 1475 § (3.51)

Motor vehicle 36.95 36.95 -
Tangible 15.50 14.75 0.75
Inventory 3.69 5.54 (1.85)

12



TOWN OF FOSTER, RHODE ISLAND
Management’s Discussion and Analysis
For the Year Ended June 30, 2006
{(Un-audited)

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

questions about this report or need additional financial information, contact the Finance Office, Town of
Foster, 181 Howard Hill Road, Foster, RI 02825, Telephone number (401) 392-9207.

Randy R. Rosst
Treasurer / Finance Director

13



TOWN OF FOSTER, RHODE ISLAND

Statement of Net Assets
June 30, 2006

Assets
Current assels:
Cash and cash equivalents
Investments
Property taxes receivable
Accrued interest receivable
Due from federal and state governments
Other receivables
Due from component unit
Prepaid expenses
Total current assets
Noncurrent assets:
Capital assets: (Note 7)
Land and other nondepreciable assets
Depreciable buildings, property, equipment,
and infrastructure (net)
Construction int progress
Total noncurrent assets

Total assets

Liabilities
Current liabilities:
Accounts payable and accrued expenses
Due to primary government
Other liabilities
Compensated absences payable
Total current liabilities
Noncurrent liabilities:
Compensated absences payable
Total noncurrent liabilities

Total liabilities

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

Total net assets

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

Primary
Government

Governmental
Activities

$ 3,829,841
96,882
356,580
72,275
167,609
69,449

4,404

45,361

4,642,401

31,199

7,488,912
34,543

7,554,654

12,197,055

404,130

8,331
40,956

453,417

246,601

246,601

700,018

7,554,654

2,258,512
495,754
1,188,117

$ 11,497,037

Component
Unit
Faster

Land Trust

$ 100,036

100,036

828,900

828,900

928,936

4,404

4,404

4,404

828,500

95,632
$ 924,532
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TOWN OF FOSTER, RHODE ISLAND
Reconciliation of the Governmental Funds Balance Sheet
to the Government-Wide Statement of Net Assets
June 30, 2006

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

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

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.

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

Statements, but are reporied as deferred revenue (a liability) in the Governmental Fund Financial Statements.

Long-term liabilities (including bonds, loans, capital leases payable, and compensated absences) are not

due and payable in the current period and therefore they are not reported in the Governmental Funds Balance Sheet.

See note 8§ to the financial statements.

Net Assets - Governmental Activities

The accompanying notes are an integral part of the basic financial statements.
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275,711
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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, 2006

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

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

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

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

Repayment of bond, loan and capital lease principal is an expenditure in the Governmental Fund Financial
Statements, but the payments reduce long-term Habilities in the Government-Wide Statement of Net Assets.
Accrued interest expense on long-term debt is reported in the Government-Wide Statement of Activities,
but it does not require the use of current financial resources. Therefore, accrued interest expense is

not reported as an expenditure in the Governmental Fund Financial Statements. The following amount represents
the change in accrued interest expense from the prior year,

Property taxes are recognized as revenue in the period for which levied in the Government-Wide Financial
Statements, but are recognized as revenue when measurable and available in the Governmental Fund Financial
Statements.

Change in Net Assets of Governmental Activities

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

Fiduciary Funds
June 30, 2006
Private-
purpose
Trusts
Cemetery Agency
Fund Funds
Assets
Cash and cash equivalents $ 84,273 $ 35,023
Total assets 84,273 35,023
Liabilities
Due to other funds 40,827 500
Deposits held in custody for others - 34,523
Total liabilities 40,827 35,023
Net Assets
Held in trust for other purposes $ 43,446 5 -

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

21



TOWN OF FOSTER, RHODE ISLAND
Statement of Changes in Fiduciary Net Assets
Fiduciary Funds
For the Year Ended June 30, 2006

Private-
purpose
Trusts
Cemetery
Fund
Additions
Investinent earnings:
Interest and dividends $ 956
Total additions 956
Deductions
Miscellaneous 1,913
Total deductions 1,913
Change in net assets 957)
Net assels - beginning of year 44,403
Net assets - end of year 7 $ 43,446

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, 2606

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

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