














TOWN OF BRISTOL, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

14.

PENSION PLAN (Continued)
Trend information

Three-year trend information for the Town of Bristol is presented below:

Fiscal Year Annual Percentage of Net Pension
Funding Pension Cost (APC) APC Coniributed Obligation
6/30/06 $374,326 100% 30
6/30/07 $517,039 100% $0
6/30/08 $597,686

100% $0

Ten-year historical trend information is presented in the fiscal 2007 State of Rhode Island and
Providence Plantations Employees’ Retirement System annual financial report  This information is useful in
assessing the pension plan's accumuiation of sufficient assets to pay pension benefits as they become due.

Funded Status of Plan

The required supplementary information which follows the notes to the financial statements presents
multiyear trend information about whether the actuarial value of plan assets is increasing or decreasing over
time relative to the actuarial accrued liability for benefits. Listed below are the details of the funding progress
of the General Municipal Employees' Pension Plan with a valuation date of June 30, 2007 which is the most
recent report available from the State who administers this plan:

General Fire and Police
Actuarial Value of Assets $13,748,288 $2,188,661
Actuarial Accrued Liability (AAL) 18,198,588 1,780,299
Unfunded AAL (UAAL) (4,450,300) 408,362
Funded Ratio 76% 123%
Covered Payroll 3,923,147 1,367,481
UAAL as a percentage of covered (113)% 30%
payroll

Projections of benefits for financial reporting purposes are based on the substantive plan (as
understood by the employees and management) and include the type of benefit provided at the time of each
valuation. The methods and assumptions used include techniques that are designed to reduce the effects of

short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-
term perspective of the calculations.

Related Party investments

The assets of the MERS are held in the custody of the State Treasurer as an undivided single fund
and the system is administered by the State Retirement Board.

(CONTINUED)
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TOWN OF BRISTOL, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

14.

PENSION PLAN (Continued)
Police Pension Plan
Plan Desecription

The Town contributes to the Police Pension Plan, a single-employer public employee retirement plan.
The Plan is considered part of the Town’s financial reporting entity and is included in the Town's annuai
financial report as a pension trust fund. The Plan was established by the Town in accordance with the Town

Charter. The Town's payroll for employees covered by this Plan for the year ended June 30, 2008 was
$747,016.

Benefit Provisions

All members of the Police Force hired prior to March 22, 1998 are eligible to participate in the Police
Pension Plan. Empioyees hired after March 22, 1998 will enter the Municipal Employees Retirement System.
The Plan provides retirement benefits as well as death and disability benefits. Participants in the Plan are
eligible for retirement at the completion of 20 or more years of service. The normal retirement benefit is 50%
of average monthly salary for the two consecutive years which results in the highest salary, and 1% of
average monthly salary for each completed year of service in excess of 20 years to the maximum of 10
additional years. Average monthly salary is base pay plus longevity and holiday pay. The retirement benefit

for late retirement is the same as above, except that salary and years of service are recognized to late
retirement date (maximum of 30 years).

Participants are eligible for disability benefits after 10 years of service or immediately if the disability
results from performance of duties. The benefit is 72% of average monthly salary and will be adjusted
annuzlly on July 1 each year by a 3% cost of living adjustment. Upon reaching normal retirement date, the

disability benefit will stop and the retirement benefit based on the accrual benefit at the time of disability will
begin.

Eiigibility for preretirement survivor's benefits is death as a result of performance of duties or
completion of at least § years of service. The spouse is entitled to 67.5% of the accrued benefit and children
to 22.5% until the earfiest of the child's 22™ birthday, they cease to attend school unless disabled, or marriage
of child. If the spouse is more than 3 years younger than the participant is, then the survivor's benefit is
reduced to the actuarial equivalent of a survivor's benefit where the spouse is precisely 3 years younger. A
maximum of three children is eligibie to receive benefits for each death claim.

Eligibility for post-retirement survivor's benefits is if death occurs after retirement. The spouse is
entitled to 67 5% of the normal retirement benefit and children to 22.5% (i.e. one-third of 67. 5%) until the
earliest of 22™ birthday, ceases to attend school unless disabled, or marriage of child. If spouse is more than
three years younger than participant, then survivor's benefit is reduced to the actuarial equivalent of a

survivor's benefit where spouse is precisely three years younger. A maximum of three children is eligible to
receive benefits for each death claim.

An additional death benefit is given if death occurs after the participant's actual retirement date.

A participant is eligible for severance benefits for less than 10 years of service. The benefit is the
greater of the participant's accumulations or two week's pay for each year of service,

Participants are eligible for vested severance benefits after 10 years of service, The benefit is the
greater of the normal retirement benefit reduced by the ratio of actual years of service at date of termination
over total years of service the participant would have worked had they continued working to their normai

retirement date, or the greater of three weeks pay for each year of service or the total of their contributions to
the fund with interest at 3%.

{CONTINUED)
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TOWN OF BRISTOL, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

14.

PENSION PLAN (Continued)

Benefit Provisions (Continued)

All participants retiring on and after April 1, 1998 will be eligible for annuity payments with an annual
3% cost of living adjustment. The cost of living increase is payable on July 1 of each year.

Contributions

Employees in the Police Pension Fund are required to contribute 13% of pay with adjustments based
on funding requirements and the Town is required to contribute 67.5% of pay with adjustments up or down

based on funding requirements. Administrative costs are included in the actuarial vaiuation as part of the
normal cost and financed through contributions.

Summary of Significant Accounting Policies
Basls of Accounting

The Police Pension Trust Fund's financial statements are prepared using the accrual basis of
accounting. Plan member contributions are recognized in the period in which the contributions are due.
Employer contributions are recognized when due and the employer has made a forma! commitment to

provide the coniributions. Benefits and refunds are recognized when due and payable in accordance with the
terms of the Plan.

Method Used to Value investments

Investments are reported at fair value. Shori-term investments are reported at cost, which

approximates fair value. Securities traded on a national or infernational exchange are valued at the last
reported sales price at current exchange rates,

Annual Pension Cost and Net Pension Obligations

The Town's annual pension cost and net pension obligation to the Police Pension Fund for the
current year were as follows:

Annual required comtribDUBION ... e 9020,203
interest on the net pension obligation ............ccccecvveevnicccceeien e 15,066
Adjustment to the annual required contribution ... iciirvneccnn. (15571
ANNUALE PENSION COSE.....ccoieeeerierre e ieeir e e et e s e s vra e een s ms e bens 619,698
Contributions Magde ..ottt a e ba e eae _789,598
Decrease in net pension obligation.............ccccoovrvecrccceccee s (169,800)
Net pension obligation beginning of year ...........................cceeer.. 188,326
Net pension obligationend of year ....................coveeeveeeceercmenencnnnne. § 18,426

(CONTINUED)

51



TOWN OF BRISTOL, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008

14.

PENSION PLANS (Continued)
Summary of Significant Accounting Policies (Continued)

The Town's contribution to the pension plan was determined as part of the July 1, 2006 actuarial
valuation using the entry age normal actuarial cost method. Normal cost is funded on a current basis. The
unfunded actuarial accrued liability is funded over a 30-year period. The amortization period remaining on the
unfunded actuarial accrued liability at July 1, 2006 was 16 years. Periodic contributions for both normal cost
and the amortization of the unfunded actuarial accrued liability are based on the level percentage of payroll
method. The actuarial assumptions included (a) 8% interest compounded annually and (b) projected salary
increases of 5% compounded annually, The assumptions did not include post retirement health insurance
benefit increases, which are funded by the Town on a pay-as-you basis. The asset valuation method used is
designed to stabilize the investment yieid credited for actuarial valuation purposes. The method does not
distinguish investment yield by source such as interest, dividends or realized or unrealized capital gains.
Investment vield variances from the expected yield, the valuation interest rate applied to market value, are
spread over five years,

Annua! Penslon Cost and Net Pensilon Obligations {Continued)

Total contributions to the Pension Plan in 2008 amounted to $792,581; $97,111 was contributed by
the employees and $695,470 by the Town. The contributed amount was actuarially determined as described
above. Contributions made by the employees and the Town represent 13% and 80.5% of covered payroll,
respectively.

SEVEN YEAR TREND INFORMATION

: Annual Percentage Net
Fiscal Pension of (APC) Pension
. Year Cost (APC) Contributed Obligation
2000 $199,194 112.2% $ 0
2001 $131,128 179% $ 0
2002 $ 90,685 100% $ 0
2003 $ 76,739 100% 5 0
2004 $168,914 100% $ 0
2005 $255,088 77.4% $ 74,474
2008 $438,356 52.6% $282,383
2007 $540,848 117.3% $188,326
2008 $619,698 112.2% 318,426

The Town has an unfunded actuarial liabiiity, which is disclosed in the schedule of funding progress.

(CONCLUDED)
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E-2

JOWN OF BRISTOL, RHODE ISLAND
Schedule of Revenues, Expsnditures {Non-GAPP Budgetary Basis}
Budget and Actial
{Unaudited)
General Fund
Year Ended June 30, 2008
Qriginally Adjustments Final Actual Vartiance
Adopted Carryfowards Approved {Budgetary Over
Bugget and Transters Budget Basis) {Under)
Revanuss:

Genaral property taxes $ 30,270,579 $ 30,270,579 $ 31,497,881 $ 1,227,302
State aid and grants 3,652,668 3,652,668 3,745,692 983,024
Intergovernmental 615,000 615,000 216,418 (398,584)
Licenses and permits 1,630,500 1,630,500 1,685,783 55,283
Interast on invesiments and taxes 400,000 400,000 573,094 173,094
Other 2,711,322 2,711,322 783,457 (1,927,865)

Total Revenues 39,280,089 39,280,068 38,502,323 ~ {T71.746)
Expenditures:
Current: '

Legislative, judicial and general administrative a21,712 $ 12,500 934,212 927,416 . 8,798

Financial adminstration 443,500 443,500 448 674 (5,174
Public safety ) 4,247,891 (684) 4,247,227 4,251,204 (3,977)
Pubiic works and service 3,528,596 3,928,596 3,854,230 73.666
Human resources 1,243,440 1,243,440 1,187.727 55,713
Education 18,517,260 18,517,260 18,517,260 0
Debt service 2,590,075 (12,500} 2,577,575 2,229,592 347,983
Capital expenditures 9,093,782 664 9,094,446 5911479 3,182,967
Surdry 5,313,161 5,313,161 5,368,524 55,763
Total axpenditiures 46,299,417 0 46,299,417 42,697,206 3,602,211

Excess of reventies over (under) expenditures
" before other finencing sources (ises) (7,019,348) (7,019,348} (4,194,883) 2,824,465
Other financing sources (uUses):
Transfers from fund balance 5,243,641 6,245 641 6,249,641 0
Cperating transfers from other funds 797,207 797,207 842,547 45,340
. Operating transfer {to) other funds ~ {27.500) __(27.500) ___{27.500) 0
. Total other financing sources (Uses) 7,019,348 7.019,348 7.064,688 45,340
Excess of revenuss and other sources over
expenditures and other uses $ 0 % 0 $ o $ 2869805 $ 2885805




TOWN OF BRISTOL, RHODE ISLAND

NOTE TO REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2008 -

Budgetary To GAAP Basls Reconcillation

The following reconciliation summarizes the difference between budgetary and GAAP basis
accounting principles for the year ended June 30, 2008:

General Fund
Excess of revenues and other sources over expenditures and other uses (Non-
GAAP Budgetary Basis).........ccccoverieiricrrercieerrisienniesriesieeesessesiesestassnessssarassessensssennes $2,869,804
Use of accumulated fund DaIANRCE ..........ooo vt smce s et e e eane s ' (6,249.641)

Excess of revenues and other sources over expenditures and other uses (GAAP) ...... $(3.379.837)

(CONCLUDED)
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© Braver:

|Accauntants & Advisers

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

To the Honorable Town Council
Town of Bristol
Bristol, Rhode Island

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely component units, each major fund, and the aggregate
remaining fund information of the Town of Bristol, Rhode Island as of and for the year ended June 30,
2008, which collectively comprise the Town of Bristol's basic financial statements and have issued our
report thereon dated January 27, 2009. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States,

Internal Control Over Financial Reporting

in planning and performing our audit, we considered the Town of Bristol's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Town of Bristol's internal control over financial reporting. Accordingly, we do not express an opinion
on the effectiveness of the Town of Bristol's interal controf over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Town of Bristol's internal control over financial reporting.

Our consideration of internat control over financial reporting was for the limited purpose described in
the preceding paragraph and wouid not necessarily identify all deficiencies in intermal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we

identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

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

reporting. 2008-1, 2008-2, 2008-3, 2008-4, 2008-5, 2008-6, 2008-7, 2008-8, 2008-9, 2008-10. Boston
Newton
@Mﬁ% Two Charles Street, Providence, RI 02904 T4ﬂ1.§i2710 F401.2745230 www.thebravergroup.com Providence
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A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the Town of Bristol's internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies in the
internal control that might be significant deficiencies and, accordingly, would not necessarily disclose all
significant deficiencies that are also considered to be material weaknesses. However, of the significant
deficiencies described above, we consider items 2008-1 and 2008-2 to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town of Bristol's financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
reguiations, contracts and grants agreements, noancompliance with which couid have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit and, accordingly, we do not express such an

opinion. The results of our tests disciosed no instances of noncompliance that are required to be reported
under Government Auditing Standards.

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

Bywrh. FC
Providence, Rhode Island
January 27, 2009
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IOWN OF BRISTOL

SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2008

A. FINDINGS ~ RELATED TO AUDIT OF FINANCIAL STATEMENTS

2008-1 Along with the responsibility for the selection and impiementation of appropriate accounting
policies and internal confrols, management is. also responsible for the preparation of the
Town's financial statements and reiated footnote disclosure. The Controls over the Town's
financial reporting process are not adequately designed, and personnel do not possess the
necessary knowledge and skills required, to ensure the Town's financial statements are
prepared in accordance with generally accepted accounting principles.

2008-2 The Town has not recorded certain general infrastructure assets in governmental activities,
and accordingly, has not recorded depreciation expense on those assets. Accounting
principles generally accepted in the United States of America require that those general
infrastructure assets be capitalized and depreciated, which would increase the assets, net
assets, and expenses of the governmental activities.

2008-3 A majority of the Town's Genera! Fund and Sewer Fund balance sheet accounts required a
large number of adjustiments in order to reflect its status and activity for the fiscal year.
These accounts included cash, receivables, capital assets, accounts payabie, long-term debt,
accrued compensation and benefits, deferred revenue and fund balance.

2008-4 The Town does not maintain a separate, self-balancing general ledger for all funds. This

increases the likelihood that errors could be made and remain undetected for extended
periods, )

2008-5 The beginning balances for the June 30, 2008 Sewer Fund trial balance was from the year
ended June 30, 2006. This caused the June 30, 2008 trial balance amounts to be misstated.

2008-8 The Town does not lock its unused checks in a safe location. This increases the risk of
fraudutent activity.

2008-7 As part of the Town's internal control procedures for depositing and recording cash receipts
from the various Town departments, a copy of the validated deposit slip is required to be sent
back to the department heads for validation of the amount deposiied from the finance

department. This internal control procedure is not being followed which increases the risk of
fraudulent activity.

2008-8 As part of the Town’s internal control procedures for proper segregation of duties, the mail is
required to be opened by an employee who has no responsibility for recording general iedger

activity. This internal control procedure is not being followed which increases the risk of
frauduient activity.

2008-9 The Town currently maintains its capital asset records in a computerized software program.
The capital asset additions for 2008 were entered incormectly which caused no depreciation

expense {0 be calculate. Also, there was approximately $5 million of construction in progress
additions that were not recorded in the program.

2008-10 As part of the OPEB Trust established by the Town, the Town invested funds into various
American Funds. The Town failed to record the American Fund activity in its general ledger

such as interest and dividend income and contributions. As a result, the net assets of the
QPEB wera misstated.

o9
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Appendix C

PROPOSED LEGAL OPINION FOR
GENERAL OBLIGATION NOTES

[DELIVERY DATE]

Town of Bristol

Town Hall

10 Court Street

Bristol, Rhode Island 02809

Ladies and Gentiemen:

We have examined a record of proceedings relating to the sale and issuance of the $2,060,000
General Obligation Bond Anticipation Notes (the “Notes”) of the Town of Bristol, Rhode Island
(the “Town”), dated February 18, 2009 and due February 17, 2010.

The Notes are being issued, in registered form, by means of a book entry system, with
certificates immobilized in the custody of the Depository Trust Company, New York, New York
(“DTC”), with beneficial ownership of the Notes evidenced and transfers of beneficial ownership
of the Notes effected on the records of DTC and its participants pursuant to rules and procedures
issued by DTC and its participants.

As to questions of fact material to our opinion we have relied upon the certified proceedings and
other certifications of public officials furnished to us without undertaking to verify the same by
independent investigation.

Based upon the foregoing we are of the opinion that, under existing law:

(1)  The Notes are valid general obligations of the Town for which all taxable

property in the Town is subject to ad valorem taxation without limitation as to rate or amount to
pay the Notes and the interest thereon.

(2)  The interest on the Notes is excluded from gross income for federal income tax
purposes and is not an item of tax preference for purposes of the federal alternative minimum tax
imposed on individuais and corporations; it should be noted, however, that for the purpose of
computing the alternative minimum tax imposed on corporations (as defined for federal income
tax purposes), such interest is taken into account in determining adjusted current earnings. The
opinions set forth in the preceding sentence are subject to the condition that the Town comply
with all requirements of the Internal Revenue Code of 1986, as amended (the “Code”), that must
be satisfied subsequent to the issuance of the Notes in order that interest thereon be, or continue
to be, excluded from gross income for federal income tax purposes. The Town has covenanted
to comply with all such requirements. Failure to comply with certain of such requirements may
cause the inclusion of the interest on the Notes in gross income for federal income tax purposes



to be retroactive to the date of issuance of the Notes. We express no opinion regarding other
federal tax consequences arising with respect to the Notes.

(3)  The interest on the Notes is exempt from Rhode Island personal income taxes, but
the Notes and the income therefrom may be included in the measure of Rhode Island estate taxes
and certain Rhode Island corporate and business taxes.

It is understood that the rights of the holders of the Notes and the enforceabiﬁty thereof may be
subject to bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting
the creditors’ rights heretofore or hereafter enacted to the extent constitutionally applicable and

that their enforcement may also be subject to the exercise of judicial discretion in appropriate
cases.

Very truly yours,

#946822



Appendix C

PROPOSED LEGAL OPINION FOR
GENERAL OBLIGATION BONDS

[DELIVERY DATE]

Town of Bristol

Town Hall

10 Court Street

Bristol, Rhode Island 02809

Ladies and Gentlemen:

We have examined a record of proceedings relating to the sale and issuance of the
$12,210,000 General Obligation Bonds (the “Bonds”) of the Town of Bristol, Rhode
Island (the “Town™), dated February 15, 2009 and due February 15 of the years, and in
the amounts, and bearing interest as follows:

Interest Interest
Principal Rate Per Principal Rate Per
Year Amount Annum Year Amount Annum
2010 2020
2011 2021
2012 2022
2013 2023
2014 2024
2015 2025
2016 2026
2017 2027
2018 2028
2019 2029

The Bonds are being issued, in registered form, by means of a book entry system, with
certificates immobilized in the custody of the Depository Trust Company, New York,
New York (“DTC”), with beneficial ownership of the Bonds evidenced and transfers of
beneficial ownership of the Bonds effected on the records of DTC and its participants
pursuant fo rules and procedures issued by DTC and its participants.

The Bonds maturing on or after February 15, 2020, shall be subject to redemption prior to
their stated dates of maturity, at the option of the Town, on or after February 15, 2019, as
a whole or in part at any time (by lot by DTC), at 100% of the aggregate principal

amount of the Bonds to be redeemed, together with interest accrued and unpaid to the
redemption date.



As to questions of fact material to our opinion we have relied upon the certified
proceedings and other certifications of public officials furnished to us without
undertaking to verify the same by independent investigation.

Based upon the foregoing we are of the opinion that, under existing law:

(1)  The Bonds are valid general obligations of the Town for which all taxable
property in the Town is subject to ad valorem taxation without limitation as to rate or
amount to pay the Bonds and the interest thereon.

(2)  The interest on the Bonds (including any original issue discount properly
allocable to the owners thereof) is excluded from gross income for federal income tax
purposes and is not an item of tax preference for purposes of the federal alternative
minimum tax imposed on individuals and corporations; it should be noted, however, that
for the purpose of computing the alternative minimum tax imposed on corporations (as
defined for federal income tax purposes), such interest is taken into account in
determining adjusted current earnings. The opinicns set forth in the preceding sentence
are subject to the condition that the Town comply with all requirements of the Internal
Revenue Code of 1986, as amended (the “Code™), that must be satisfied subsequent to the
issuance of the Bonds in order that interest thereon be, or continue to be, excluded from
gross income for federal income tax purposes. The Town has covenanted to comply with
all such requirements and to take all lawful action necessary under the Code to ensure
that interest on the Bonds will remain exempt from federal income taxes, and to refrain
from taking any action which would cause interest on the Bonds to become subject to
federal income taxes. Failure to comply with certain of such requirements may cause the
inclusion of interest on the Bonds in gross income for federal income tax purposes to be
retroactive to the date of issuance of the Bonds. We express no opinion regarding any
other federal tax consequences arising with respect to the Bonds.

(3) The interest on the Bonds is exempt from Rhode Island personal income
taxes, but the Bonds and the income therefrom may be included in the measure of Rhode
Island estate taxes and certain Rhode Island corporate and business taxes.

It is understood that the rights of the holders of the Bonds and the enforceability thereof
may be subject to bankruptey, insolvency, reorganization, moratorium and other similar
laws affecting creditors’ rights heretofore or hereafter enacted to the extent

constitutionally applicable and their enforcement may also be subject to the exercise of
judicial discretion in appropriate cases.

Very truly yours,

#946817v1



