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PRELIMINARY OFFICIAI, STATEMENT DATED NOVEMBEB L2,2OL3

NEW ISSUE - BOOK EMRY ONLY RATING: (See "Rating" herein)

In the opi,nion oJ Ed,toards Witd,man Palmer LLP, Bond, Counsel, based, upon an analgsis oÍ eristin'g law and assuming, o'nxong otlLer

matters, cortpliance wi,th certain couenants, intsrest on the Series 2013 H Bonds is eucltrcIed' Jrom gross i'ntonxe for Jed'øral income to^r

,u,,,ose.s undsr tJ¿e IntenLa¡ Reuenue Cod,e oJ 1986 (the "Cod,e"). Interest on tlle Serí,es 2013 H Bonds is not a specifii preJa'mce ilern for
purposes of th,e Jed,eral ind,i,uidnal or colporate úItenxa,t/iue mi,nimum taaes, øIthough such intsrest is included' in adjusted' cLn'raxt eant'in'gs

uhm caLcttlat:i1tg cory)ora,te altetnafiue minimum tanable income. Undør eristi'ng lcrw, irLterest on the Series 2013 H Bonds and ang profl on

the sale of the Series p013 H Bo¡tds are eïsnq)tlronx td:ro,tion by the State of Rhode Island, (the "State") or any politicøI subdiuision or ouler

instntmqntal:itg of the Støte, atthough, tIæ incorne thsreon mag be inc\ud,ed i,n the rneaslffe of Rhod,e Islond' estate tutes and certuin Rh'ode

Island, corporaie ànd, business tofies. Bond Counsel eîpresses no opirtion regørding ana othet' tafi consequences related to tlle ounership or

ùisposition of, or the acctaal or receipt of interest on, the Søries 2013 H Bonds. See "TAX EXDMPTION."

$11,310,0008
RHODE ISLAND HEALTH AND EDUCATIONAL BUILDING CORPORATION

PI]BLIC SCHOOLS REVENUE BOND FINANCING PROGRAM
REVENUE BONDS, SERIES 2013 H (TOWN OF LTTTLE COMPTON ISSIIE)

Dated: DaleofDelivery Due: Mayl6oftheyearsshownontheinsidecover

The Series 2018 H Bonds will be issued only as fully registered bonds \üithout coupons and, when issued, wiìl be re$stered in the name of Cede & Co.,

as Bondowner and nominee for The Depository Trust Company ("DTC), New York, New York. DTC ìÀ¡ill act as secudties depository for the Series 2013 H

Bonds. purchases of the Series 20lB H Bonds may be made only in book-entry form, in the denomination of $5,000 or any integral mul0iple thereof. Pu¡chasers

of beneficial owneNhip interest in the Series 2013 H Bonds (the "Beneûcial Owners') will not receive certificates representing theft beneficial interest in the

Series 20lB H Bonds. So long as Cede & Co. is the Bondowner, as nominee of DTC, references herein to the Bondholders or registered owners shall mean Cede

& Co, as aforesaid, and shall not mea¡ the Beneficial Owners. (See "THE SERIÐS 20fg H BONDS - Book-Entry Only System" herein )

Interest on the Series 20lB H Bonds will be payable on May 15 and November 15 of each ye¿r, commencing November 15, 2014. Principal of, semiannual

interest, sinking fund insta.llments, if any, and redemption price, if ary, on the Series 2013 H Bonds wilt be paid by U.S. Bank National Association (the
,,Tn-rstee") alìd as paying agent (che "paying Agent"), to Cede & Co., as nominee of DTC in accordânce with the matudty schedule herein. As long as DTC or

its nominee, Cede & Co., is the Bondowner, such payments to the DTC Participarts ale the responsibility of DTC a¡rd disbu¡sement of such payments to the

BenefrcialOwnersistheresponsibilityoftheDTCParticipantsandthelndilectPafticipants,asdescribedherein. Interestiscomputedonthebasisofa360-day
yeax consisting of twelve 30-day months.

The Series 2018 H Bonds are subject to optional and mardatory sinking fund redemption at par prior to maturiw a^s set forth in this Official St¿tement.

The Series 20lS H Bonds shall be special obligations of Rhode Island Health a¡d Ðducational Building Coryoration (the "Corporation") a¡rd, except to the

extentpayable from the proceeds received from the sale thereofor from other sources as described herein, will be payabìe solely from and secured by apledge

of payments to be made by the Town of Little Compton, Rhode Island (the "Borrower") pu.rsuant to a Financing Agreement (the "Financing Agreement"),

dated November _, 2013, bebween the Co4)oration and the Borrower, and all funds and accounts (except the Arbitrage Rebate Fund and the Administrâ¡ive

Fund) authorized under a Master Trust Indenture between the Co4)oration and the Ttustee dated as ofNovember 1, 2009, as amended by a First Supplement¿I

Indentu¡e dated as of April f 5, 2013 (the "Ma.sber Indenture") and a Series Indenture between the Corporation and the Tmstee dated December 

-, 
2013 (the

,,Series Z0lS H Series Indentu¡e"), authorizing the Series 2013 H Bonds. None of the funds and accounts established under the Series 2013 H Series Indenture

to secure the Series z0l3 H ¡onés shall secu¡e any other Series of Bonds. There is no debt service reserve fund securing the Series 2013 H Bonds and no rea.l

property of the Borro\¡/er secures the Series 2013 H Bonds.

The Borrower is required under the Financing Agreement to deliver its general obtigafion bonds (the "Bonower Bonds") to the Corporation to evidence

its ob[gation to repay the loan (the ,'Loan") to be made by the Corporation to the Borrower from proceeds of the Series 2013 H Bonds. The principal and

redemption price of a¡d interest on the Borrower Bonds ("Loan Repa¡'rnents") axe scheduled to be sufficient to repay, when due, the principal, sinking fund

inst¿llments, if any, and redemption price of and interest on the Loan. The Borrower is also requi¡ed under the Financing Agreement to pay such amounts

as are required co be paid under the Finarcing Agreement, including the fees a¡d expenses of the Corporation and the Trustee. To secure its pa¡nnent of aJl

amounts due under the Financing Agreemenc, thaBorrower under the Financing Agreement has pledged its full faith ¿¡d credit and tåxing power (its "Generâl

obligâtion pledge"). The corporation has assigned the Revenues, which inch¡de amounts payable by the Borrower under the Borrower Bonds, state Housing

.A,id a¡d Basic Educalion Aid(each, as defineã herein), to the extent received by the Corporation u'ith respect to the Borrower Bonds. The Borrower has

acknowledged that the State liousing Aid and the Basic Education Aid will be paid di-rectÌy to the TÏustee pursuant to an assignment by the Colporation and

upon the o""*r"n"" of certain evenLs of default under the Financing Agreement as provided in the School Aid Act (as defined herein) a¡d the Memorandum

of Underst¿rding by and among the Corporation, the Genera.l Treasu.rer of the State of Rhode Island ("General Treasurer") and the Controller of the State of

Rhode Island (th; ,,Scate ContróIler") anì acknowledged by the Rhode Island Depa.rtment of Elementary and Secondary Education dated June 27,2006, as

amended and restated on Seþtember 20, 2006 a¡rd further amended and restated on Septemb er 26,2012 (the "MOU"). The Series 2013 H Bonds will be secu¡ed

by the pledge and assignment to the Trustee of the payments to be made by the Borrower to the Corporation under the Financing Agreement and on the

Borrower Bonds relating [o the Series 2013 H Bonds a¡d under the Financing Agreement relating to the Series 2013 H Bonds.

NEITHÐR THD STATE OF RHODE IST,AND AND PROVIDENCE PLANTATIONS NOR THE CORPORATION IS OBLIGATED TO PAY THE PRINCIPAL,

SINKING FUND INSTALLMENTS, IF ANY, AND REDÐMPTION PRICE OR INTEREST ON THE SERIES 2013 FI BONDS DXCEPT FROM THE REVENIIES

UNDER THE MASTER INDENTURE AND THE SERIES 2OI3 H SERIES INDENTURE AND NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER

OF THE STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS IS PLEDGÐD TO THE PAT'I\4ENT OF THÐ PRINCIPAL OF, SINKING FUND

INSTA,LLMENTS, IF ANY, AND REDEMPTION PRICE OR INTEREST ON THE SERIÐS 2OT3 H BONDS. THE CORPORATION DOES NOT IIAVD TAXING

PowER. PURSUANT To RHODE ISI,AND GENERAI, I,AWS SECTIONS 16-7-35 TO T6-7-47, AS AMENDED (THE "SCHOOL AID ¿ICT,) THÐ STATE PROVIDES

CONSTRUCTION AID TO MUNICIPAIITIES AND SCHOOL DISTRICTS FOR THE COST OF BUILDING OR RENOVATING PUBLIC SCIIOOLS CSCHOOL

HOUSING AID). THE STATE AISO PROVIDES BASIC EDUCATION AID TO MUNICIPALITIES AND SCHOOL DISTRICTS FOR SCHOOL OPERATIONS

("BASIC EDUCATION AID'), WHICH MAY BE INTÐRCEPTÐD TO PAY AMOUNTS DUE LINDER THE FINANCING AGREDMENT, PAYMDNTS OF SCFIOOL

HOUSING AID AND BASIC EDUCATION AID ArlE SUBJECT TO ANNUAL APPROPRIATION BY THE RHODE ISLAND GENERAI, ASSEMBLY AND DO NOT

CONSTITUTE A PLEDGE OF THE FAITII AND CREDIT OR TAXING POWDR OF THE STATE.

TI¿e Serl.es Z0lS H Bonds wi.U. be olfererl uhen, as anrl if i.ssuetl by the Corporøti,on onrl accepted by the tJnrlenuri ter, subiect lo prior salz, witlttlt'aual

IsLonrI, Boncl Cottnsel, as ueII as certai,n other conrLi.tions. Ca'tain Legat matters wiL be poßsed upon for tlrc Corporation bg iß counsel, Moses AJonso

tltrougtt th.efacilities of DTC inNe¿o York, New Yorkonor about December 10,2013.

Roosevelt & Cross, IncorPorated
DeLed: NouembØ'-.2013
+ Prelinìinary, subiect to clÌmge
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MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES, PRICES, YIELDS AND CUSIPS

20r5
2016
2017

2018

2019

2020
2021

2022

2023

2024

$1,790,000- [
$2,030,000'I
$3,185,000- [

Maturity
Mav 15'

Principal
Amount'

$170,000
390,000
405,000
420,000
435,000
455,000
470,000
495,000
520,000
545,000

Interest Rate
Price or

Yield CUSIP

l% cuslP-'
l% cuslPt-
l% cuslP"

l%oTerm Bond due May 15, 2027'Price I
l%oTerm Bond due May I5, 2030'Price I
lYoTermtsond due May 15,2034- Price I

I to Yield I
I to Yield I
Ito Yield I

Preliminary, sublect to change

The CUSIP Numbers have been assigned by an independent cornpany not afÏitiated with the Corporation and are included solely for the
convenieuceoftheholdersoftheseries20l3HBonds NeithertheUndenvriter,northeBorrowei,northeCorporation,¡ortheÈinancial
Advisor is responsible for the selection or uses ofthe CUSIP nur¡bers, and no representation is made as to their co¡ectness on the Series 2013
FI Bonds or as indicated above. The CUSIF number for a specific maiurity is subject to being changeci after the issuance of the Series 2013 H
Bonds as a resrtlt of various subsequeut actions including, but not limited to, a refunding in whole õr in part of such maturity or as a result of
the procurement of secondary market portfolio insurance or other si¡nilar errhancemeni by investors thät is applicable to all or a portion of
certain maturities ofthe Series 2013 H Bonds



IN CONNECTION WITFI THIS OFFERING, THE UNDERV/RITER MAY OVERALLOT OR
EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICES OF THE
SERIES 2OI3 H BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN
THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME.

The Underwriter may offer and sell the Series 2013 H Bonds to certain dealers (including dealers
depositing Series 2013 H Bonds into investment trusts) and others at prices lower than the public offering
prices stated on the inside cover page hereof.

This Official Statement does not constitute an offer to sell or a solicitation of an offer to buy, nor
shall there be any sale of Series 2013H Bonds in any jurisdiction in which such an offer or solicitation is

not authorized or in which it is unlawful to make such an offer or solicitation. No dealer, broker,
salesman or other person has been authorized to give any information or to make any representations not
contained in this Off,rcial Statement, and, if given or made, such information or representations must not
be relied upon as having been authorizedby the Corporation, the Borrower or the Underwriter.

The information set forth herein has been obtained from the Corporation, the Borrower and other
sources all of which are believed to be reliable, but it is not guaranteed as to its accuracy or completeness
and nothing contained in this Official Statement is or shall be relied upon as a promise or representation
by the Underwriter. The information and expressions of opinion set forth herein are made as of the date
hereof and are subject to change without notice, and neither the delivery of this Official Statement nor any
sale hereunder shall, in the circumstances, create any implication that there has been no change in the
affairs of the Corporation or the Borrower or in any other matter since the date hereof.

The Corporation and the Borrower have agreed to enter into a Continuing Disclosure Agreement
pursuant to which the Corporation and the Borrower will provide certain continuing disclosure to the
extent required by law. The purpose of the Continuing Disclosure Agreement is to assist the Underwriter
in complying with Rule l5c2-12 of the Securities and Exchange Commission. See "CONTINUING
DISCLOSURE" herein.

The Underwriter has provided the following sentence for inclusion in this Offrcial Statement.
The Underwriter has reviewed the information in this Official Statement in accordance with, and as part
of, its responsibilities to the Corporation and, as applicable, to investors under the federal securities laws
as applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee the
accuracy or completeness of such information.

The Financial Advisor has provided the following sentence for inclusion in this Official
Statement. The Financial Advisor has reviewed the information in this Official Statement in accordance
with, and as paft of, its responsibilities to the Corporation and, as applicable, to investors under the
federal securities laws as applied to the facts and circumstances of this transaction, but the Financial
Advisor does not guarantee the accuracy or completeness of such information.

UPON ISSUANCE, THE SERIES 2OI3 H BONDS WILL NOT BE REGISTERED LTNDER
THE SECURITIES ACT OF I933, AS AMENDED, OR UNDER ANY STATE SECURITIES LAW,
AND NETTHER THE MASTER ìNDENTURE NOR THE SERIES 2013 H SERIES INDENTURE
HAVE BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939, AS AMENDED, IN
RELIANCE UPON TI-IE EXEMPTIONS CONTAINED IN SUCH ACTS. THE SERIES 2OI3 H
BONDS WILL NOT BE LISTED ON ANY STOCI( OR OTHER SECURITIES EXCHANGE AND
NEITHER THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION NOR ANY
OTHER FEDERAL, STATE OR GOVERNMENTAL ENTITY OR AGENCY WILL HAVE PASSED
UPON THE ACCURACY OR ADEQUACY HEREOF.
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OFFICIAL STATEMENT

Relating To

$11,310,000.
RIIODE ISLAND HEALTH AND EDUCATIONAL BUILDING CORPORATION

PUBLIC SCHOOLS REVENUE BOND FINANCING PROGRAM
REVENUE BONDS, SERTES 2013 H (TOWN OF LTTTLE COMPTON ISSUE)

INTRODUCTION

The purpose of this Official Statement, including the cover page and appendices, is to set forth
certain information in connection with the issuance and sale by the Rhode Island Health and Educational
Building Corporation (the "Corporation"), a public body corporate and agency of the State of Rhode
Island and Providence Plantations (the "State") of its Public Schools Revenue Bond Financing Program
Revenue Bonds, Series 2013 H (Town of Little Compton lssue) in the aggregate principal amount of
$11,310,000* lthe "series 2013 H Bonds"). The Corporation is authorized under Chapter 38.1 of Title 45
of the General Laws of Rhode Island (the "Act"), and pursuant to a resolution of the Corporation adopted
on October l1 ,2013 (the "Resolution") to issue the Series 2013 H Bonds. The Series 2013 H Bonds will
be issued and secured under a Master Trust Indenture dated as of November 1,2009, as amended by a
First Supplemental Indenture dated as of April 15,2013 (the "Master lndenture") by and between the
Corporation and U.S. Bank National Association, as trustee (the "Trustee") and a Series Indenture dated
December _,2013 (the "Series 2013 H Series Indenture") between the Corporation and the Trustee.
The Trustee is also bond registrar and paying agent for the Series 2013 H Bonds.

The Borrower will enter into a Financing Agreement with the Corporation for the purpose of
financing or refinancing its school projects from the proceeds of the Series 2013 H Bonds (the "Financing
Agreement").

The Master Indenture authorizes the issuance of multiple Series of Bonds. Each Series of Bonds
is to be separately secured by (i) the funds and accounts established pursuant to a series indenture, (ii)
certain payments to be made under the Financing Agreements by each Borrower receiving a Loan to be
funded from the proceeds of such Series of Bonds, and (iii) cerlain State Housing Aid and Basic
Education Aid to the extent received by the Corporation. All references in this Official Statement to "the
Borrower" shall mean the Town of Little Compton, Rhode Island. All other references to "Borrower" or
"Borrowers" shall mean one or more borrowers under the Prior Series (defined below). None of the funds
and accounts established under any series indenture or the pledge of the Revenues to secure a Series of
Bonds shall secure any other Series of Boncls. However, if more than one Series of Bonds has been
issued to finance or refìnance projects for a particular Borrower, the Applicable State Housing Aid and
the Applicable Basic Education Aid for such Borrower will secure all such Series of Bonds on a parity
basis. See "SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2013 H BONDS -
lssuance of Additional Bonds". The Corporation has previously issued its Public Schools Revenue Bond
Financing Program Revenue Bonds, Series 2006 A (Pooled Issue) (the "Series 2006 Pool"), its Public
Schools Revenue Bond Financing Program Revenue Bonds, Series 2001 A (Pooled Issue) (the "Series
2007 A Pool"), its Public Schools Revenue Bond Financing Program Revenue Bonds, Series 2007 B
(Pooled Issue) (the "Series 2001 B Pool"), its Public Schools Revenue Bond Financing Program Lease
Revenue Bonds, Series 2001 C (Pooled IssLre) (the "Series 2007 C Pool"), its Public Schools Revenue
Bond Financing Program Lease Revenne Bonds, Series 2001 D (City of Pawtucket tssue) (the "Series
2001 D Isstte"), its Public Schools Revenue Boncl Financing Program Revenue Bonds, Series 2008 A (the
"Series 2008 A Pool"), its Public Schools Revenue Bond Financing Program Revenue Bonds, Series 2008
ts (Pooled Issue) (the "Series 2008 B Pool"), its Public Schools Revenue Bond Financing Program

-Prelirninary, 
subject to change



Revenue Bonds, Series 2009 A (Town of East Greenwich Issue) (the "series 2009 A Issue"), its Public
Schools Revenue Bond Financing Program Lease Revenue Bonds, Series 2009 B (Foster Glocester
Regional School District Issue) (the "Series 2009 B Issue"), its Public Schools Revenue Bond Financing
Program Revenue Bonds, Series 2009 C (Pooled Issue) (the "Series 2009 C Pool"), its Public Schools
Revenue Bond Financing Program Revenue Bonds, Series 2009 D (Pooled Issue) (the "series 2009 D
Pool"), its Public Schools Revenue Bond Financing Program Revenue Bonds, Series 2009 E (City of
Woonsocket lssue) (the "Series 2009 E Issue"), its Public Schools Revenue Bond Financing Program
Revenue Bonds, Series 2010 A (Pooled Issue) (the "Series 2010 A Pool"), its Public Schools Revenue
BondFinancing Program Revenue Bonds, Series 2010 B (City of Central Falls lssue) (the "series 2010
B Issue"), its Public Schools Revenue Bond Financing Program Lease Revenue Bonds, Series 2010 C
(Town of North Smithfield Issue) (the "Series 2010 C lssue"), its Public Schools Revenue Bond
Financing Program Lease Revenue Bonds, Series 2010 D (City of East Providence Issue) (the "series
2010 D Issue"), its Public Schools Revenue Bond Financing Program Revenue Bonds, Series 2010 E
(City of East Providence Issue) (the "Series 2010 E Issue"), its Public Schools Revenue Bond Financing
Program Revenue Bonds, Series 2010 F (Town of East Greenwich lssue) (the "Series 2010 F lssue"), its
Public Schools Revenue Bond Financing Program Revenue Bonds, Series 2010 G (Pooled Issue) (the
"Seties 2010 G Pool"), its Public Schools Revenue Bond Financing Program Revenue Bonds, Seties 2011
A (Pooled Issue) (the "Series 2011 A Pool"), its Public Schools Revenue Bond Financing Program
Revenue Bonds, Series 2011 B (Chariho Regional School District Issue) (the "Series 2011 B Issue"), its
Public Schools Revenue Bond Financing Program Revenue Bonds, Series 20ll C (Town of rü/esterly

lssue) (the "Series 20ll C Issue"), its Public Schools Revenue Bond Financing Program Revenue Bonds,
Series 2012 A (Town of East Greenwich Issue) (the "Series 2012 A Issue"), its Public Schools Revenue
Bonds Financing Program Revenue Bonds, Series 2012 B (City of East Providence Issue) (the "Series
20128Issue"), its Public Schools Revenue Bond Financing Program Revenue Bonds, Series 2013 (Town
of North Kingstown Issue) (the "Series 2013 A Issue"), its Public Schools Revenue Bond Financing
Program Revenue Bonds, Series 2013 B (Town of Coventry Issue) (the "Series 2013 B Issue"), its Public
Schools Revenue Bond Financing Program Revenue Bonds, Series 2013 C (City of Newport Issue) (the
"Series 2013 C Issue"), its Public Schools Revenue Bond Financing Program Revenue Bonds, Series
2013 D (City of Warwick Issue) (the "Series 2013 D Issue") and its Public Schools Revenue Bond
financing Program Revenue Bonds, Series 2013 E (Town of Portsrnouth Issue) (the "Series 2013 E
Issue") (collectively, the "Prior Series"). Prior to the end ofthe 2013 calendar year, the Corporation also
plans to issue its Public Schools Revenue Bond Financing Program Revenue Bonds, Series 2013 F (City
of Pawtucket Issue) (the "Series 2013 F Issue") and its Public Schools Revenue Bond Financing Program
Revenue Bonds, Series 2013 G (City of Central Falls Issue) (the "Series 2013 G [ssue").

The Series 2013 H Bonds are special obligations of the Corporation payable solely from the
payments to be made by the Borrower under the Financing Agreement. Payments due under the
Financing Agreement ("Loan Repayments") are scheduled to be sufficient ta pay the principal, sinking
fund installments, if any and redemption price of and interest on the Series 2013 H Bonds, from the
proceeds of which the Borrower will receive a loan ("Loan"). The Financing Agreement also requires the
Borrower to pay certain fees and expenses of the Corporation and the Trustee. Pursuant to the Master
Indenture, the payments and the Corporation's right to receive the same from the Financing Agreement in
respect ofthe Series 2013 H Bonds have been pledged to the Trustee to secure solely such Series of
Bonds and no other Series ofBonds.

The Borrower will not be responsible for the payment obligations of any other Borrower under
the Prior Series nor will the General Obligation Pledge of the Borower be available to satisfy the
obligation of another Borrower under the Prior Series. A failure to pay an amount when due by the
Borrower under the Financing Agreement in respect of the Series 2013 H Bonds would result in an
intercept of the State Housing Aid and the Basic Education Aid relating to other bonds, notes or other
evidence of inCebtedness of the Borrower pre.",iously issued or s'.rbsequently issued in an arnount required

2



to pay such deficiency. If the Borrower fails to pay amounts due under the Financing Agreement, the
Corporation's sole recourse will be against the Borrower and no other Borrower. Further, upon the
occuffence ofsuch an event ofdefault, none ofthe Corporation or the holders ofthe Bonds ofsuch Series
will have the right to accelerate the obligation of the Borrower under the Financing Agreement. See

"SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2013 H BONDS - Payment of the
Series 2013 H Bonds" herein.

The Series 2013 H Bonds will be secured by the pledge and assignment to the Trustee of
payments due under the Financing Agreement, including Loan Repayments and all funds and accounts
authorized by the Master Indenture and established by the Series 2013 H Series Indenture authorizing the
Series 2013 H Bonds (with the exception of the Arbitrage Rebate Fund and the Administrative Fund).
The Borrower will deliver its Borrower Bonds to the Corporation to evidence its obligation to repay its
Loan, will pledge its full faith and credit to the payment of the principal of and interest on its Borrower
Bonds and has the power and is required under the State statutes to levy and collect ad valorem taxes on
all its taxable property for such payment. The Corporation, as the holder of the Borrower Bonds, will
have the right to remedies provided for by the State Constitution and applicable statutes to the holder of
general obligation bonds, including a statutory lien on ad valorem taxes and general fund revenues. See

"SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2013 H BONDS - Security for the
Series 2013 H Bonds - Statutory Lien Benefitting the Borrower Bonds" herein.

To secure payment of all amounts due under the Financing Agreement, the Borrower has given its
General Obligation Pledge to the Corporation. The Borrower, under the Financing Agreement, has
directed and acknowledged that Applicable State Housing Aid is to be paid directly to the Trustee as

provided in the School Aid Act (as defined herein) and Memorandum of Understanding by and among the
Corporation, the General Treasurer and the State Controller and acknowledged by the Rhode Island
Department of Elementary and Secondary Education dated June 27, 2006, as amended and restated on
September 20,2006 and further amended and restated on September 26,2012 (the "MOU") and that after
the occurrence of an event of default resulting from the failure to pay the amounts due under the
Financing Agreement, State Housing Aid and Basic Education Aid relating to other bonds, notes and
evidences of indebtedness may be intercepted and applied to the payment of the Series 2013 H Bonds.
The School Aid Act authorizes an intercept mechanism under which the General Treasurer shall pay the
State Housing Aid and Basic Education Aid assigned by a Borrower to the Corporation directly to the
Trustee pursuant to an assignment from the Corporation. See "SOURCES OF PAYMENT AND
SECURITY FOR THE SERIES 2013 H BONDS - Security for the Series 2013 H Bonds."

The determination of the amount of State Housing Aid and Basic Education Aid and the
apportionment of such State Housing Aid and Basic Education Aid are legislative acts and the General
Assembly may amend or repeal the statutes relating to State Housing Aid and Basic Education Aid and
the formulas which determine the amount of State Housing Aid and Basic Education Aid payable to the
Borrower. Such amendments could result in the increase, decrease or elimination of the amount of the
State Housing Aid and Basic Education Aid available for the payment of debt service on the Series 2013
H Bonds. The financial condition of the State may affect the amount of State Housing Aid and Basic
Education Aid appropriated by the Ceneral Assembly.

NEITHER THE STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS NOR
THE CORPORATION IS OBLIGATED TO PAY THE PRINCIPAL, SINKING FUND
INSTALLMENTS, IF ANY, REDEMPTION PRICE OF OR INTEREST ON, THE SERIES 2013 H
BONDS EXCEPT FROM THE REVENUES UNDER THE MASTER INDENTURE AND THE SERIES
2013 H SERIES INDENTURE AND NEITHER THE FAITH AND CREDIT NOR THE TAXING
POWER OF THE STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS IS PLEDGED
TO THE PAYMENT OF THE PRINCIPAL OF, SINI(INC FUND INSTALLMENTS, IF ANY, AND
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REDEMPTION PRICE OR INTEREST ON THE SERIES 2013 H BONDS. THE CORPORATION
DOES NOT HAVE TAXING POWER.

The purchase of the Series 2013 H Bonds involves a degree of risk. Prospective purchasers
should carefully consider the material under the "RISK FACTORS" herein.

The summaries contained herein are not comprehensive or definitive. All references to the Series
2013 H Bonds, the Master Indenture, the Series 2013 H Series Indenture, the Financing Agreement, the
Borrower Bonds and the MOU are qualified in their entirety by the definitive forms thereof. Copies of
the documents will be made available by the Underwriter to any prospective purchasers upon request.

Unless otherwise defined herein, capitalized terms used in this Official Statement shall have the
meanings specified in APPENDIX C - "Definitions" attached hereto. Terms not otherwise defined in tliis
Official Statement have the meanings provided in the specifrc documents.

THE SER.IES 2013 TI BONDS

Description of the Series 2013 H Bonds

The Series 2013 H Bonds will be dated the date of delivery and will bear interest at the rates and
mature at the times set fbrth on the insicie cover page of this Official Statement.

The Series 2013 H Bonds will be issuedas fully registeredbonds in denominations of $5,000 or
any integral multiple thereof. The Series 2013 H Bonds will be registered in the name of Cede & Co., as

nominee of The Depository Trust Company, New York, New York ("DTC"), pursuant to DTC's Book-
Entry Only Systern. Purchases of beneficial interests inthe Series 2013H Bonds will be made in book-
entry form, without certificates. lf at any time the Book-Entry Only System is discontinued for the Series
2013 H Bonds, the Series 2013 H Bonds will be exchangeable for other fully registered Series 2013 H
Bonds in any other authorized denominations of the same maturity without charge except the payment of
any tax, fee or other governmental charge to be paid with respect to such exchange, subject to the
conditions and restrictions set forth in the Master Indenture. See "THE SERIES 2013 H BONDS - Book-
Entry Only System" and APPENDIX E - "Summary of Certain Provisions of the Master Indenture and
the Series Indenture" herein.

lnterest on the Series 2013 H Bonds will be payable by check or draft mailed to the registered
owners thereof at the address thereof as it appears on the registration books held by the Trustee, or, at the
option of a Holder of at least $1,000,000 in principal amount of the Series 2013 H Bonds by wire transfer
to the Holder of the Series 2013H Bonds, each as of the close of business on the fìtteenth day preceding
an interest payment date. The principal or redemption price of the Series 2013 H Bonds will be payable
in lawful money of the United States of America at the principal corporate trust office of U.S. Bank
National Association, the Trustee and Paying Agent. As long as the Series 2013 H Bonds are registeled
in the name of Cede &. Co., as nominee of DTC, such payments will be made directly to DTC. See "THE
SERIES 2013 H BONDS - Book-Entry Only System" herein.

For amore complete description of the Series 2013H Bonds, see APPENDIX E-"Summary of
Certain Provisions of the Master Indenture and the Series Indenture".
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Redemrrtion Provisions

The Series 2013 H Bonds are subject to redemption as described below.

Optional Redemption. The Series 2013 H Bonds maturing on or before May 15,201231are not
subject to optional redemption prior to maturity. The Series 2013 H Bonds maturing on or after May 15,
201241are subject to redemption prior to maturity on or after May 15, 201231in any order of maturity at
the option of the Corporation, as a whole or in part at any time, at a redemption price equal to 100% of the
principal amount of the Series 2013 H Bonds or portions thereof to be redeemed, plus accrued interestto
the redemption date.

Mandatory Sinking Fund Redemption. The Series 2013 H Bonds maturing on May 15,201 I are
subject to redemption, in parl, on each of the dates of the years and in the respective principal amounts set
forth below, at a redemption price of 100% of the principal amount thereof, plus accrued interest to the
date of redemption, from mandatory sinking fund installments which are requiredto be made in amounts
sufficient to redeem the principal amount of Series 2013 H Bonds specif,red for each of the dates show
below:

Year Principal Amount

' Maturity

The Series 2013 H Bonds maturing on May 15,20[ ] are also subject to redemption, in part, on
each of the dates of the years and in the respective principal amounts set forth below, at a redemption
price of 100%:o of the principal amount thereof, plus accrued interest to the date of redemption, from
mandatory sinking fund installments which are required to be made in amounts suffìcient to redeem the
principal amount of Series 2013 H Bonds specified for each of the dates show below:

Year Principal Amount

' Maturity

The Series 2013H Bonds maturing on May 15,20[ ] are also subjectto redemption, in paft, on
each of the dates of the years and in the respective principal amounts set forth below, at a redemption
price of 100% of the principal amount thereof, plus accrued interest to the date of redemption, from
mandatory sinking fund installments which are required to be made in amounts sufficient to redeem the
principal amount of Series 2013 H Bonds specified for each of the dates show below:

Year PrincipalAmount

I
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Notice of Redemption and Other Notices

So long as DTC or its nominee is the Bondowner, the Borower, the Corporation and the Trustee
will recognize DTC or its nominee as the Bondowner for all purposes, including notices and voting.
Conveyance or notices and other communications by DTC to Direct Participants and Indirect Participants
to Beneficial Owners will be governed by anangements among them, subject to any statutory and
regulatory requirements as maybe in effect from time to time.

If the Series 2013 H Bonds to be redeemed are Book-Entry Only Bonds, the Trustee shall give
notice of redemption to DTC not less than thirty (30) days nor rrore than sixty (60) days prior to the
redemption date and otherwise comply with the Master Indenture notice requirements. Any failure on the
part of DTC or failure on the part of a nominee of a Beneficial Owner (having received notice from a
DTC Participant or otherwise) to notify the Beneficial Owner so affected, shall not affect the validity of
the redemption. For a more complete description of the Series 2013 H Bonds and their notice provisions
for redemption see APPENDIX E - "Summary of Certain Provisions of the Master Indenture and the
Series Indenture".

Book-Entry Only System

The information under this heading has been furnished by The Depository Trust Company
("DTC"), New York, New York. None of the Corporation, the Underwriter or the Borrower make any
representations as to the completeness or the accuracy of such infoimation or as to the absence of material
adverse changes in such information subsequent to the date hereof.

DTC will act as securities depository for the Series 2013 H Bonds. The Series Z0l3 H Bonds will
be issued as fully-registered securities registered in the name of Cede & Co. (DTC's partnership nominee)
or such other name as may be requested by an authorized representative of DTC. One ftilly registered
Bond certificate will be issued for each maturity the Series 2013 H Bonds, each in the aggregate principal
amount of such maturity and will be deposited with DTC.

DTC, the world's largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a "banking organization" within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the meaning of
the New York Uniform Commercial Code, and a "clearing agency" registered pursuant to the provisions
of Section l7A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money
market instruments (from over 100 countries) that DTC's participants ("Direct Participants") deposit with
DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other
securities transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants' accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,

banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation ("DTCC"). DTCC, is the holding company
for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which
are registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the

DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,

banks, trust cornpanies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly ("lndirect Participants"). DTC has a Standard &
Poor's rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities and

Exchange Commission. More information aboLrt DTC can be found at www.dtcc.com.
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Purchases of the Series 2013 H Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series 2013 H Bonds on DTC's records. The ownership
interest of each actual purchaser of each Bond ("Beneficial Owner") is in turn to be recorded on the

Direct and lndirect Participants' records. Beneficial Owners will not receive written confirmation flom
DTC of their purchase. Beneficial Owners are, however, expected to receive written confirmations
providing details of the transaction, as well as periodic statements of their holdings, from the Direct or

Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of
ownership interests in the Series 2013 H Bonds are to be accomplished by entries made on the books of
Direct and Indirect Participants acting on behalf of Benefìcial Owners. Beneficial Owners will not
receive certificates representing their ownership interests in the Series 2013 H Bonds, except in the event

that use of the book-entry system for the Series 2013 H Bonds is discontinued.

To facilitate subsequent transfers, all Series 2013 H Bonds deposited by Direct Participants with
DTC are registered in the name of DTC's partnership nominee, Cede & Co. or such other name as may be

requested by an authorized representative of DTC. The deposit of Series 2013 H Bonds with DTC and

their registration in the name of Cede & Co. or such other DTC nominee do not effect any change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Series 2013 H
Bonds; DTC's records reflect only the identity of the Direct Participants to whose accounts such Series

2013 H Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time. Beneficial Owners of Series 2013 H Bonds may wish
to take certain steps to augment the transmission to them of notices of significant events with respect to
the Series 2013 H Bonds, such as redemptions, tenders, defaults, and proposed amendments to the bond
documents. For example, Beneficial Owners of Series 2013 H Bonds may wish to ascertain that the
nominee holding the Series 2013 H Bonds for their benefit has agreed to obtain and transmit notices to
Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses

to the registrar and request that copies of the notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Series 2013 H Bonds within an

issue are being redeemed, DTC's practice is to determine by lotthe amount of the interest of each Direct
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
the Series 2013 H Bonds unless authorized by a Direct Participant in accordance with DTC's MMI
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the Corporation as soon as

possible after the record date. The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to
those Direct Participants to whose accounts the Series 2013 H Bonds are credited on the record date

(identified in a listing attached to the Omnibus Proxy).

Redemption proceeds and payments on the Series 2013 H Bonds will be made to Cede & Co., or
such other nominee as may be requested by an authorized representative of DTC. DTC's practice is to
credit the Direct Participants' accounts upon DTC's receipt of funds and corresponding detail information
from the Corporation or Agent on payable date in accordance with their respective holdings shown on

DTC's records. Payments by Participants to Benefìcial Owners will be governed by standing instructions
and customary practices, as is the case with securities held for the accounts of customers in bearer form or
registered in "street name," and will be the responsibility of such Participant and not of DTC nor its
nominee, or the Corporation, subject to any statutory or regulatory requirements as tnay be in effect from
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time to time. Payment of redemption proceeds to Cede & Co. (or such other nominee as may be
requested by an authorized representative of DTC) is the responsibility of the Corporation, disbursement
of such payments to Direct Participants will be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners will be the responsibility of Direct and lndirect Paiticipants.

DTC may discontinue providing its services as seculities depository with respect to the Series
2013 H Bonds at any time by giving reasonable notice to the Corporation. Under such circumstances, in
the event that a successor securities depository is not obtained, Bond certificates are required to be printed
and delivered.

THE INFORMATION IN THIS SECTION CONCERNING DTC AND DTC'S BOOK-ENTRY
SYSTEM HAS BEEN OBTAINED FROM SOURCES THAT THE CORPORATION BELIEVES TO
BE RELIABLE, BUT THE CORPOR.ATION TAKES NO RESPONSIBILITY FOR THE ACCURACY
THEREOF.

THE CORPORATION, THE BORROWER, THE LINDERWRITER, THE PAYING AGENT
AND THE TRUSTEE WILL HAVE NO RESPONSIBILITY OR OBLIGATION TO SUCH DTC
PARTICIPANTS OR THE PERSONS FOR WHOM THEY ACT AS NOMINEE WITH RESPECT TO
THE PAYMENTS TO OR THE PROVIDING OF NOTICE FOR THE DTC PARTICIPANTS, OR THE
INDIRECT PARTICIPANTS OR BENEFICIAL OWNERS.

SO LONC AS CEDE & CO. IS THE RECISTtrRED OWNER OF THE SERIES 2OI3 H
BONDS, AS NOMINEE OF DTC, REFERENCES HEREIN TO THE BONDHOLDERS OR
REGISTERED OWNERS OF THE SERIES 2013 H BONDS SHALL MEAN CEDE & CO. AND
SHALL NOT MEAN THE BENEFICIAL OWNERS OF THE SERIES 2OI3 H BONDS.

Neither the Corporation, the Borrower, the Underwriter, the Trustee, nor the Paying Agent shall
have any responsibility or obligation with respect to: (i) the accuracy of the records of DTC or any
Participant with respect to any beneficial ownership interest of the Series 2013 H Bonds; (ii) the delivery
to any Participant, Beneficial Owner of the Series 2013 lI Bonds or other person, other than DTC, of any
notice with respect to the Series 2013 H Bonds; (iii) the payment to any Participant, Beneficial Owner of
the Series 2013 H Bonds or other person, other than DTC of any amount with respect to the principal of,
premium, if any, or interest on, the Series 2013 H Bonds; (iv) any consent given by DTC as registered
ov/ner; or (v) the selection by DTC or any Participant of any Beneficial Owners to receive payment if the
Series 2013 H Bonds are redeemed in parl.

Certihcated Bonds

DTC may discontinue providing its services as securities depository with respect to the Series
2013 H Bonds at any time by giving reasonable notice to the Corporation and the Trustee. Under such
circumstances, in the event that a successor securities depository is not obtained, Bond ceftificates are
required to be printed and delivered. The Corporation may decide to discontinue use of the system of
book-entry transfers through DTC (or a successor securities depository). In that event, Bond certificates
will be printed and delivered.

SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2OI3IJ BONDS

Set forth below is a narrative ciescription ofcertain contractual and statutory provisions reiating to
the sources of payment and security f'or the Series 2013 I1 Bonds issued under the Master Indenture.
These provisions have been summarized and this description does not purpoft to be contplete. References
should be made to the School Aid Act, the Master Indenture, the Series 2013 H Series Indenture, the
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Financing Agreement, the MOU and the Borrower Bonds for a more complete description of such
provisions. Copies of the School Aid Act, the Master Indenture, the Series 2013 H Series Indenture, the
Financing Agreement, the MOU and the Borrower Bonds are on file with the Corporation and/or the
Trustee. See also APPENDIX D - "Summary of Certain Provisions of the Financing Agreement" and
APPENDIX E - "Summary of Certain Provisions of the Master Indenture and the Series Indenture" for a
more complete statement of the rights, duties and obligations of the parties thereto.

Pavment of the Series 2013 H Bonds

The Series 2013 H Bonds will be special obligations of the Corporation. The principal, sinking
fund installments, if any and redemption price of and interest on the Series 2013 H Bonds are payable
solely from the Revenues pledged to the Series 2013 H Bonds. The Revenues consist of the payments
paid by the Borrower under the Financing Agreement, including Loan Repayments, the State Housing
Aid and the Basic Education Aid to the extent received by the Corporation. The Revenues and the right
to receive them have been pledged to the Trustee for the payment of the Series 2013 H Bonds.

Loan Repayments in respect to the Series 2013 H Bonds are to be paid by the Borrower on the
dates and in the amounts specified in the Financing Agreement and the Borrower Bonds, which dates are
at least forty-five (45) days prior to the dates on which principal and interest are next due on the Series
2013 H Bonds and which amounts are scheduled to be suff,rcient to pay principal and interest on the
Series 2013 H Bonds.

A failure to pay an amount when due by the Borrower under the Financing Agreement in respect
to the Series 2013 H Bonds would result in an intercept of the State Housing Aid and Basic Education
Aid of the Borrower in an amount required to pay such deficiency. If the Borrower fails to pay amounts
due under the Financing Agreement, the Corporation's sole recourse will be against the Borrower and no
other Borrower. See "SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2013 H BONDS

- Security for the Series 2013 H Bonds" herein.

The Series Indenture and the MOU also provide that, to the extent that (i) the Corporation issues
more than one Series of Bonds to finance Loans to a particular Borrower, (ii) the Corporation does not
receive sufficient payments from such Borrower to meet such Borrower's payment obligations with
respect to all such Series of Bonds, and (iii) the State Housing Aid and Basic Education Aid payable to
such Borrower is insufficient to fully make up such deficiency, then the General Treasurer will intercept
State Housing Aid and Basic Education Aid due to such Borrower relating to other bonds, notes and other
evidence ofindebtedness and direct said aid to the trustee for each such Series ofBonds.

Security for the Series 2013 H Bonds

The Series 2013 H Bonds will be secured by the pledge and assignment to the Trustee of all
payments payable by the Borrower under the Financing Agreement, and all funds and accounts authorized
by the Master Indenture and established by the Series 2013 H Series Indenture authorizing the Series
2013 H Bonds (with the exception of the Arbitrage Rebate Fund and the Administrative Fund), and the
State Housing Aid and Basic Education Aid to the extent received by the Coçoration in respect of the
Series 2013 H Bonds; provided however, that certain earnings on amounts held in the Debt Service Fund
will be released to the Borrower and prior to such release will secure the Series 2013 H Bonds. There is
no debt service reserve fund securing the Series 2013 H Bonds. Pursuant to the terms of the Master
Indenture, the funds and accounts established by the Series 2013 H Series lndenture authorizing the Series
2013 H Bonds secure only the Series 2013 H Bonds and do not secure any other Series of Bonds issued
under the Master Indenture. See "SOURCES OF PAYMENT AND SECURITY FOR THE SERIES
2013 H BONDS - Issuance of Additional Bonds" herein.
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Payments Under the Financing Agreement qnd Borrower Bonds. The Borrower will, pursuant to
the Financing Agreement, deliver the Borower Bonds to the Corporation to evidence its obligation to
repay the Loan made by the Corporation to the Borrower. No Series 2013 H Bonds are secured by any
interest in any real property of the Borrower. The Borrower Bonds are general obligations of the
Borrower and State law provides a statutory lien on ad valorem taxes and general fund revenues of the
Borrower to pay principal, interest on and redemption premium on the Borrower Bonds. The Borrower
will pledge its full faith and credit to the payment of the principal of and interest on the Borrower Bonds
and has the power and is required under State statutes to levy and collect ad valorem taxes on all taxable
property of the Borrower for such payment. The Borrower's obligation to pay the amounts due under the
Financing Agreement is absolute and unconditional without any right of set-off, recoupment or
counterclaim against the Corporation. See "SOURCES OF PAYMENT AND SECURITY FOR THE
SERIES 2013 H BONDS - Security for the Series 2013 H Bonds - Statutory Lien Benefitting the
Borrower Bonds" herein.

The Corporation has covenanted for the benefit of the Holders of the Series 2013 H Bonds that it
will not create or cause to be created any lien or charge upon the Revenues specifically pledged to secure
the Series 2013 H Bonds, the proceeds ofthe Series 2013 H Bonds or the funds or accounts established
under the Series 2013 H Series Indenture authorizing such Series 2013 H Bonds which is prior to the
pledge made by the Master Indenture for such Series, except for the State Housing Aid and Basic
Education Aid for any Borower, for which the Corporation has issued more than one Series of Bonds to
finance Loans to such Borrower, which will secure all such Series of Bonds on a parity basis. The
Corporation has previously issued its Public Schoois Revenue Bond Financing Program Revenue Boncis,
Series 2006 A (Pooled Issue) (the "Series 2006 Pool"), its Public Schools Revenue Bond Financing
Program Revenue Bonds, Series 2007 A (Pooled Issue) (the "Series 2007 A Pool"), its Public Schools
Revenue Bond Financing Program Revenue Bonds, Series 2007 B (Pooled Issue) (the "Series 2007 B
Pool"), its Public Schools Revenue Bond Financing Program Lease Revenue Bonds, Series 2007 C
(Pooled Issue) (the "Series 2007 C Pool"), its Public Schools Revenue Bond Financing Program Lease
Revenue Bonds, Series 2007 D (City of Pawtucket Issue) (the "Series 2007 D Issue"), its Public Schools
Revenue Bond Financing Program Revenue Bonds, Series 2008 A (the "Series 2008 A Pool"), its Public
Schools Revenue Bond Financing Program Revenue Bonds, Series 2008 B (Pooled Issue) (the "Series
2008 B Pool"), its Public Schools Rcvenue Bond Financing Program Revenue Bonds, Series 2A09 A
(Town of East Greenwich Issue) (the "Series 2009 A Issue"), its Public Schools Revenue Bond Financing
Program Lease Revenue Bonds, Series 2009 B (Foster Glocester Regional School District Issue) (the
"Series 2009 B Issue"), its Public Schools Revenue Bond Financing Program Revenue Bonds, Series
2009 C (Pooled Issue) (the "Series 2009 C Pool"), its Public Schools Revenue Bond Financing Program
Revenue Bonds, Series 2009 D (Pooled Issue) (the "Series 2009 D Pool"), its Public Schools Revenue
Bond Financing Program Revenue Bonds, Series 2009 E (City of Woonsocket Issue) (the "Series 2009 E
Issue"), its Public Schools Revenue Bond Financing Prograrl Revenue Bonds, Series 2C10 A (Pooled
Issue) (the "Series 2010 A Pool"), its Public Schools Revenue Bond Financing Program Revenue Bonds,
Series 2010 B (City of Central Falls lssue) (the "Series 2010 B Issue"), its Public Schools Revenue Bond
Financing Program Lease Revenue Bonds, Series 2010 C (Town of North Smithfield Issue) (the "Series
2010 C Issue"), its Public Schools Revenue Bond Financing Program Lease Revenue Bonds, Series 2010
D (City of East Providence Issue) (the "Series 2010 D Issue"), its Public Schools Revenue Bond
Financing Program Revenue Bonds, Series 2010 E (City of East Providence Issue) (the "Series 2070 E
Issue"), its Public Schools Revenue Bond Financing Program Revenue Bonds, Series 2010 F (Town of
East Greenwich Issue) (the "Series 2010 F Issue"), its Public Schools Revenue Bond Financing Program
Revenue Bonds, Series 2010 G (Pooled lssue) (the "Series 2010 G Pool"), its Public Schools Revenue
Bond Financing Plogram Revenue Bonds, Serìes 20l l A (Pooled Issue) (the "Series 20ll A Pool"), its
Public Schools Revenue Bond Financing Proglam Revenue Bonds, Series 20ll B (Chariho Regional
School District lssue) (the "Series 20i1 B issue"), its Public Schools Revenue Bond Financing Program
Revenue tsonds, Series 20ii C (T<-rwn oiWcsieriy issue) (ihe "Series 2Aii C Issue"), its Public Schools

t0



Revenue Bond Financing Program Revenue Bonds, Series 2012 A (Town of East Greenwich Issue) (the
"Series 2012 

^ 
Issue), its Public Schools Revenue Bond Financing Program Revenue Bonds, Series 2012

B (City of East Providence Issue) (the "Series 2012 B Issue"), its Public Schools Revenue Bond
Financing Program Revenue Bonds, Series 2013 (Town of North Kingstown Issue) (the "Series 2013 A
Issue"), its Public Schools Revenue Bond Financing Program Revenue Bonds, Series 2013 B (Town of
Coventry lssue) (the "Series 2013 B [ssue"), its Public Schools Revenue Bond Financing Program
Revenue Bonds, Series 2013 C (City of Newport Issue) (the "Series 2013 C Issue"), its Public Schools
Revenue Bond Financing Program Revenue Bonds, Series 2013 D (City of Warwick Issue) (the "Series
2013 D Issue") and its Public Schools Revenue Bond financing Program Revenue Bonds, Series 2013 E
(Town of Portsmouth Issue) (the "Series 2013 F,Issue") (collectively, the "Prior Series"). Prior to the end
of the 2013 calendar year, the Corporation also plans to issue its Public Schools Revenue Bond Financing
Program Revenue Bonds, Series 2013 F (City of Pawtucket lssue) (the "Series 2013 F [ssue") and its
Public Schools Revenue Bond Financing Program Revenue Bonds, Series 2013 G (City of Central Falls
Issue) (the "Series 2013 G Issue").

State Housing Aid and Basic Education Aid. The Borrower under the Financing Agreement has
acknowledged that State Housing Aid relating to the Borrower Bonds is to be paid directly to the Trustee
as provided in the School Aid Act and the MOU and that, upon the occurrence of ceftain events of default
under the Financing Agreement, State Housing Aid and Basic Education Aid relating to other bonds,
notes and evidences of indebtedness may be intercepted and applied to the payment of the Series 2013 H
Bonds. State Housing Aid and Basic Education Aid of one Borrower will not be available to satisfy the
obligation of any other Borrower.

Pursuant to Rhode Island General Laws Sections 16-7-35 to 16-7-47, as amended (the "School
Aid Act"), the State provides construction aid to Rhode Island municipalities and school districts for the
cost of building or renovating public schools ("State Housing Aid"). All buildings constructed or
renovated since July l, 1949 are eligible for assistance to a minimum of 40% of the fuIl cost of such
buildings. Such assistance level may be further increased by a formula, which takes into account the
equalized assessed valuation and debt service burden of the particular municipality, Projects completed
by June 30 of a fiscal year are eligible for reimbursement in the following fiscal year. The legislation
authorizing State Housing Aid is subject to future change and all State aid is subject to annual
appropriation by the Rhode lsland General Assembly.

School housing project costs include the cost of interest on any bond issued after July 1, 1988.
For projects approved by the voters after June 30,2003, the cost of interest on any bond will be
reimbursed as an eligible project cost only if the bonds for these projects are issued through the
Corporation. The legislation authorizing State Housing Aid and Basic Education Aid is subject to future
change and all State aid is subject to annual appropriation by the Rhode Island General Assembly. State
aid reimbursement for school construction projects is based on the share ratio established for that year by
the Rhode Island Department of Education. This ratio can vary from year to year.

Prior to lune 2012, the School Aid Act authorized an intercept mechanism under which the
Ceneral Treasurer shall pay the State Housing Aid directly to the Corporation or its designee. Pursuant to
the Financing Agreement and the MOU, if the Borrower shall not have paid the scheduled Loan
payments, then the Corporation shall send a notice to the General Treasurer, the Controller and the Rhode
Island Department of E,lementary and Secondary Education so stating, and requesting the General
Treasurer to dedr,rct from the Borrower's State Housing Aid an arnount sufflrcient to pay the Loan
payments and pay such amounts directly to the Trustee. In June 2012, the Ceneral Assembly amended
Section 16-7-41of the SchoolAid Act to provide that in the event a Botlower fails to pay amounts due to
the Corporation, the General Treasurer shall also intercept state operations aid autholized pursuant to
Sections 16-1-15 through 16-1-34.3 of the Rhode Island General Laws ("Basic Education Aid") to
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become due to the Borrower in addition to State Housing Aid in an aggregate amount equal to the amount
required to be paid by the Borrower to the Corporation with respect to the Borower's allocable portion of
a series of Bonds.

There can be no assurance that the amount of the Borrower's State Housing Aid and Basic
Education Aid will be sufficient to pay the amount of any deficiency in Loan Repayments payable by the
Borrower.

The State Aid Act has various restrictions. Under curent law, State Housing Aid only applies to
those projects undertaken at school facilities under the care and control of a school committee and located
on school property. ln addition, facilities with combined school and municipal uses or facilities that are
operated jointly with any other profit or non-profit agency do not qualify for State Housing Aid.
Therefore, in the event that a facility (i) ceases to be under the care and control of a school committee, (ii)
is located on property which ceases to be school property, (iii) becomes a facility with joined school and
municipal uses, or (iv) becomes jointly operated with a proht or non-profit ageîcy, a project will no
longer qualif' for State Housing Aid and payments of State Housing Aid in respect to such project shall
be discontinued. See APPENDIX A - "Information Relating to the Borrower - State Aid."

Statufory Lien benefitting the Borrower Bonds. In July of 2011, the General Assembly enacted
amendments to Section 45-12-1 of the Rhode Island General Laws to provide for a statutory lien on ad
valorem taxes and general fund revenues for the benefit of general obligation debt of cities and towns
such that the staiutory lien has a priority in a bankluptcy. The Borrowet Bonds delivered to the
Corporation are general obligation bonds of the Town. The validity and propriety of the lien granted by
Section 45-12-l have not been adjudicated in any Chapter 9 proceeding. The amendments to Section 45-
12-l provide, in part, as follows:

The faith and credit and ad valorem taxes and general fund revenues of each city and town are
pledged for the payment of principal of, premium and interest on all general obligation bonds and notes of
the city cr town, whether or not the pledge is stated in the bonds and notes or in the proceedings
authorizing their issue and the pledge constitutes a first lien on such ad valorem taxes and general fund
revenues. In addition, annual appropriations for payment of financing leases and obligations securing
bonds, notes or certificates ("other financing obligations"), have a first lien on ad valorem taxes and
general fund revenues commencing on the date of each annual appropriation. Amounts appropriated or
added to the tax levy to pay principal of, premium and interest on general obligation bonds or notes and
payments of other financing obligations are applied to the payrnent of such obligations. Any municipal
employee or official who intentionally violates such provisions of Section 45-12-I is personally liable to
the city or town for any amounts not expended in accordance with such appropriations. The superior
court has jurisdiction to adjudicate claims brought by any city or town and to order such relief as the court
may find appropriate to prevent fuither violations under such provisions of Section 45-12-1. Any
municipal employee or ofhcial who violates such provisions of Section 45-12-l is sLrbject to removal.

Section 45-12-1 further provides, in part, that:

Notwithstanding any provision of any other law, including the Uniform Commercial Code, Title
6A of the Rhode Island General Laws: (l) the pledge of advaloremtaxes and general fund revenues to
the payment of the principal, premium and interest on general obligation bonds and notes and payment of
other financing obligations is valid and binding, and deemed continuously perfected from the time the
bonds or notes or other financing obligations are issued; (2) no filing need be rnacie under the Uniform
Commercial Code or otherwise to perfect the first lien on general fund revenues; (3) the pledge of ad
vslorem taxes and general fund revenues is subject to the lien of the pledge without clelivery or
segregation, a-ncl the first lien on sd valore.m laxes ancl general fi.rnd revenues is valid and binding against
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all parties having claims of contract or tort or otherwise against the city or town, whether or not the
parties have notice thereof; and (4) the pledge shall be a statutory lien effective by operation of law and
shall apply to all general obligation bonds and notes and financing obligations of cities, towns.and
districts and shall not require a security agreement to be effective.

The July 2011 amendments, described above, provide that od valorem taxes and general fund
revenues may be applied as required by the pledge without further appropriation except for financing
obligations which are subject to annual appropriation.

Issuance of Additional Bonds

In addition to the Series 2013 H Bonds, the Master Indenture authorizes the issuance of other
Series of Bonds for other Borrowers and for specified purposes, including to refund Outstanding Bonds
issued under the Master Indenture. Each Series of Bonds issued under the Master Indenture will be
separately secured by the pledge and assignment of the Applicable Revenues, the Applicable State
Housing Aid, to the extent received by the Corporation, the proceeds from the sale of such Series of
Bonds and all funds and accounts (with the exception of the Arbitrage Rebate Fund and the
Administrative Fund) authorized by the Applicable Series Indenture.

The Master Indenture and the MOU also provide that, to the extent that (i) the Corporation issues
more than one Series of Bonds to flinance Loans to a particular Borrower, (ii) the Corporation does not
receive sufficient payments from such Borrower to meet such Borrower's payment obligations with
respect to all such Series of Bonds, and (iii) the State Housing Aid payable to such Borrower is
insufficient to fully make up such deficiency, then the General Treasurer will deduct the amount of State
Housing Aid due to such Borrower and direct said State Housing Aid to the Trustee for each such Series
of Bonds until such deficiency is made up.

General

The Series 2013 H Bonds will not be a debt of the State nor will the State be liable thereon. The
Corporation has no taxing power. The Corporation has never defaulted in the timely payment of
principal, sinking fund installments or interest on its bonds or notes. See "THE CORPORATION"
herein.

Defaults and Remedies under the Financing Agreement

Among the events which would constitute an "event of default" under the Financing Agreement
are the failure by the Borrower to pay the amounts due under the Financing Agreement as evidenced by
its Borrower Bonds or any other amounts due under the Financing Agreement or to observe or perform
any of the covenants, conditions or agreements contained in the Financing Agreement which continues
for the applicable grace period after notice of such failule has been given to the Borrower. In the event
any such event of default happens as a result of a failure to pay the amounts due under the Financing
Agreement, the Corporation may direct payment to the Trustee pursuant to the State Housing Aid and
Basic Education Aid intercept mechanism authorized by the School Aid Act and implemented by the
MOU of ceftain State Housing Aid and Basic Education Aid payable by the State to the Borrower. See
"SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2013 H BONDS" herein. In the
event any other event of default happens and continues, the Corporation may exercise a number of
remedies, including such remedies as are available to the holder of the Borrower Bonds, and any other
remedies available at law or in eqtrity. In no event may any "event o/'defattlt" under the Financing
Agreement cquse qn accelerqtion of the amounts due under the Financing Agreernent.
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Defaults and Remedies under the Master Indenture

"Events of Default" under the Master lndenture in respect of a Series of Bonds inclucle: (i) the
failure to pay principal, sinking fund instalhnents, if any, or redemption price of, and interest on the
Bonds of such Series when due; (ii) the failure to cornply with the provisions of the Code applicable to
such Series necessary to maintain the exclusion of interest thereon from gross income under Section 103
of the Code, with the result that interest on the Bonds of such Series is no longer excludable from the
gross income of the Holders thereof; and (iii) a default by the Corporation in the due and punctual
performance of any other of the covenants, conditions, agreements and provisions contained in the Master
Indenture or the Applicable Series Indenture or in the Bonds of such Series on the part of the Corporation
to be performed and such default continues for thirty (30) days after written notice specifying such default
and requiring same to be remedied is given to the Corporation by the Trustee, which may give such notice
in its discretion and must give such notice at the written request of the Holders of not less than twenty-
five percent (25%) in principal amount of the Outstanding Bonds of such Series, unless, if such default is
not capable of being cured within thirty (30) days, the Corporation has commenced to cure such default
within said thirty (30) days and diligently prosecutes the cure thereof.

In no event may an "event of default" cause an acceleration of any Series 2013 H Bonds under
the Series 2013 H Series Indenture.

In the enforcement of any remedy under the Master Indenture and the Applicable Series
lndenture, the Trustee may sue for, enforce payment of, and receive any and all amounts then, or during
any default becoming, and at any time remaining, due from the Corporation for principal or interest or
otherwise under any of the provisions of the Master lndenture and such Series lndenture or of the Bonds
of the applicable Series, with interest on overdue payments of the principal of or interest on the Bonds of
such Series at the rate or rates of interest specified in such Bonds, together with any and all costs and
expenses of collection and of all proceedings under the Master Indenture and such Series Indenture and
under such Bonds, without prejudice to any other right or remedy of the Trustee or of the Holders of such
Bonds, and to recover and enfoice a judgment or decree against the Corporation but solely as provided in
the Master Indenture and such Series Indenture and in such Bonds, for any portion of such amounts
remaining unpaid, with interest, costs and expenses, and to collect in any manner provided by law, the
moneys adjudged or decreed to be payable.

THE CORPORATION

Authorization

The Corporation was organized in 1966 as a Rhode Islancl non-business corporation with the
name of "Rhode Island Educational Building Corporation". In 1967, by virtue of the Act, the Corporation
was constituted as a public body corporate and agency of the State by the General Assembly of the State.
Under this legislation, the Corporation was given broad powers to assist in providing educational facilities
to accommodate the projected increases in the college and university enrollment levels in the State. [n
1968, by virtue of Chapter 224 of the Rhode Island Public Laws of 1968, the Corporation's name was
changed to its present name, and the Corporation's povr'ers were expanded to enable it to assist hospitals
in the State in the financing of health care facilities. Since 1968, the Corporation's powers have been
expanded to provide assistance to non-profit health associations and cooperative hospital service
organizations. In 1982, the Corporation was given the power to initiate a student loan program for
institutions for highel education in the State. However, that power has not been exercised as of the date
hereof. ln 1988, the Corporation was given power to treat any non-profit corporation, all of whose
members are hospitals or parent corporations of hospitals, as a "hospital" for pulposes of the Act. Also,
in 1989 the Corporation .¡¡as authorized rn orernntr¡ nr insrrre lnanq fo a nerticin¿,fing hospital or
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institution for higher education and to pledge, encumber or advance funds of the Corporation in
connection therewith. As yet the Corporation has not exercised this authority. In 1990, the Corporation's
powers were again expanded to allow it to provide financial assistance to non-profit visiting nurse
associations. In 1991, the Corporation's powers were expanded to enable it to assist in financing a broad
range of non-profit health care providers. In 1992, the Corporation's powers were expanded to enable it
to assist in financing non-profit secondary schools and child day care centers and to fìnance facilities for
companies, pursuant to state contracts, which counsel and assist troubled youths. In 1994, the
Corporation's powers were expanded to enable it to assist in financing the development of the site of the
former Nanagansett Brewery in the City of Cranston as a multi-purpose facility to be used as a center for
economic development, biotechnology research, education, health care, governmental and other similar
uses. In 1998, the Corporation's powers were expanded to enable it to assist in financing stand-alone
non-profit assisted living facilities and adult day care facilities. In 2000, the Corporation's powers were
expanded to enable it to issue Revenue Anticipation Notes and Capital Notes. In 2003, the Corporation's
powers were expanded to enable it to assist local educational authorities within the State in financing
school projects. In2007, the Corporation's powers were expanded to authorize the Corporation to issue
bonds to refund any obligations issued by or for the benefit of a participating educational institution for a
School Project. In 2008, the Corporation's powers were expanded to enable it to assist in financing non-
profìt clinical laboratories. In 2011, the list of eligible borrowers flom the Corporation was expandedto
include not only educational institutions and health care providers but also various entities controlled by
such educational institutions and health care providers, as well as those engaged in public-private
partnership agreements with educational institutions and health care providers.

ANY NOTES OR BONDS ISSUED BY THE CORPORATION FOR THESE PURPOSES
DO NOT AND CANNOT CONSTITUTE A DEBT OF THE STATE. NEITHER THE STATE
NOR THE CORPORATION SHALL BE OBLIGATED TO PAY THE PRINCIPAL OF,
SINI(NG FUND INSTALLMENTS, IF ANY, REDEMPTION PRICE OF OR INTEREST
THEREON, EXCEPT FROM REVENUES UNDER THE MASTER INDENTURE AND THE
SERIES 2OI3 H SERIES INDENTURE AND NEITHER THE FAITH AND CREDIT NOR THE
TAXING POWER OF THE STATE IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL
OF, SINKING FUND INSTALLMENTS, IF ANY, REDEMPTION PRICE OF OR THE
INTEREST ON SUCH NOTES OR BONDS. THE CORPORATION DOES NOT HAVE TAXING
POWERS.

Under the Act, the Corporation is required to report annually to the Govemor of the State on its
activities. Such report must include financial statements reported on by independent certihed public
accountants.

Board of Directors

The Act provides that all of the powers of the Corporation shall be vested in its Board of
Directors, the five members of which are appointed by the Governor of the State to serve for five years
with one new member appointed each year. The Board of Directors is required by the Act to elect a

Chairman and Vice Chairman from its membership and a Secretary and Treasurer who need not be

members of the Board of Directors. Each such officer is elected at the annual meeting to serve for a term
of one year.

The members of the Corporation's Board of Directors ancl its officers are as follows:

Mr. James K. Salome, Chairman. Term as member expires June 30,2016. Mr. Salome, a

resident of Nalragansett, Rhode Island, is President of Madison Components, LLC, a supplier of
electlonic and aviation compouents in Harnpton, New Hampshire.
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Mr. Ralph W. Ezovski, Vice Chairman. Term as member expires June 30, 2015. Mr. Ezovski,
a resident of Barrington, Rhode Island, is a National Representative for the National Association of
Government Employees CNAGE).

Mr. Terrance M. Biafore, Secretary. Term as member expires June 30, 2014. ll4r. Biafore, a
resident of South Kingstown, Rhode Island, is employed by Gallo Thomas Insurance Agency, an
insurance and risk management firm in Warwick, Rhode Island.

Mr. Douglas C. Jeffrey, Sr., Assistant Treasurer. Term as member expired June 30, 2Ol3-.
Mr. Jeffrey, a resident of Johnston, Rhode Island, is President of Signature Properties, a
Commercial/Residential Real Estate Brokerage in Providence, Rhode Island.

Mr. Richard Sinapi, Treasurer. Term as a member expires June 30, 201'1. Mr. Sinapi, a
resident of Cranston, Rhode Island, is the Principal Attorney and Managing Partner of Sinapi Law
Offices, Ltd., a law firm in Cranston, Rhode Island.

*Directors serve until their successors are appointed and qualified.

Staff. Advisors and Other Officers

The staff, advisors and other officers of the Corporation other than the directors are as follows:

Mr. Robert E. Donovan, Executive Director and Assistant Secretary. Mr. Donovan's office
of the Executive Director is located at 1,70 Westminster Street, Suite 1200, Providence, Rhode Island
02903. The telephone number is (aOl) 831-3710.

Public Financial Management, Inc., a financial and investment advisory firm, located in
Providence, Rhode Island serves as frnancial advisor to the Corporation in connection with the issuance of
the Series 2013 H Bonds and certain other financial matters.

Ecl-wards Wildman Palmer LLP, of Providence, Rhocle Island, is serving as Bond Counsel and
will submit its approving opinion with regardto the legality of the Series 2013H Borrds in substantially
the form attached hereto as APPENDIX G - "Form of Approving Opinion of Bond Counsel."

Moses Afonso Ryan Ltd., of Providence, Rhode Islancl is serving as Counsel to the Corporation
with respect to the issuance of the Series 2013 H Bonds.

O'Connor & Drew PC, of Braintree, Massachusetts, served as independent certified public
accountants to the Corporation for the fiscal year ended June 30, 2013. Copies of the Corporation's
financial statements and the auditor's repoft for the fiscal year ended June 30, 2013 are available at the
office of the Corporation.

Under the Act, the Corporation is authorized and empowered, among other things, directly or by
and through a participating non-profit or public institution for higher education or a participating
non-profit hospital (including a group health association, a cooperative health services organization, any
non-profit corporation the member(s) of which consist solely of one or more hospitals or parent
corporations thereof, and any non-profit corporation licensed as a skilled nursing and/or intermediate care
facility or a participating non-profit visiting nurse association), as its agent, (i) to acquire real and
personal property as it may deem necessary or convenient for the construction or operation of a project
and to take title thereto in its own name or in the name of a participating institution as its agent; (ii) to
construct, reconstruct, renovate, replace, maintain, repair, operate, lease, as lessor or lessee, and regulate
any project and to designate a participant to do the same; (iii) to enter into contracts for any or all of such
purposes or for the management and operation of a ploject and to designate a parlicipant to do the same;
(iv) to issue bonds, boird aniicipaiion noies and other obligations and to fund or refund the same; (v) to fix
and revise from iiine to time and charge aiid collect ratcs, i'ents, Í-ccs and chai:ges l-or the use of and for the
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services furnished by a project or any portion thereofand to enter into contracts in respect thereof; (vi) to
establish rules and regulations for the use of a project or any portion thereof and to designate a participant
to do the same; (vii) to receive and accept from any public agency loans or grants for or in aid of the
construction of a project or any portion thereof; (viii) to mortgage any project and the site thereof for the
benefit of the holders of bonds issued to finance such project; (ix) to make loans to any participant for the
cost of a project or to refund outstanding obligations, mortgages, advances issued, made or given by such
participant for the cost of a project; (x) to charge to and equitably apportion among participants its
administrative costs and expenses incurred, (xi) to accept gifts or grants or loans of funds or property or
financial or other aid in any form from the federal government or any agency or instrumentality thereof or
from the State or any agency or instrumentality thereof or from any other source; (xii) to make loans to
participating institutions for higher education for the purpose of funding student loan programs; (xiii) to
make gifts or grants of funds for construction of or development of any project; (xiv) to assist local
educational authorities within the State in financing school projects; and (xv) to do all things necessary or
convenient to carry out the purpose of the Act.

Indebtedness of the Corporation

The Corporation has heretofore authorized and issued certain series of its bonds and notes for
eligible institutions in the State. As of June 30, 2013,the Corporation had 131 series of bonds and notes
outstanding (excluding series secured by trust funds for future redemption) totaling 53,690,321,000
originally issued and $3,096,019,221 outstanding. See APPENDIX F - "Rhode lsland Health and
Educational Building Corporation Schedule of Indebtedness" herein.

The Corporation expects to issue subsequent series of bonds and notes for the purpose of
financing and refinancing Project. With respect to such other series of bonds and notes, the Corporation
expects to enter into separate agreements with eligible institutions.

Each series ofbonds and notes issued by the Corporation is payable only from revenues provided
by the borrower for such series, andthe general funds of the Corporation are not pledgedto any bonds or
notes. Each series of bonds and notes issued has been a special obligation of the Corporation issued
under a separate agreement.

Except for the information contained herein under "The Corporation" and "Litigation"
"Continuing Disclosure" and in APPENDIX F - "Rhode Island Health and Educational Building
Corporation Schedule of Indebtedness" insofar as it relates to the Corporation, and in the description of
the tetms and conditions of the MOU, the Corporation has not provided any of the information contained
in this Official Statement. The Corporation is not responsible for and does not certify as to the accuracy
or sufficiency of the disclosures made herein or any other information provided by the Borrower, the
Underwriter or any other person.

THE PROJECT

The proceeds from the sale of the Series 2013 H Bonds will be deposited in the Borower's
account in the Construction Fund and loaned to the Borrower pursuant to the Financing Agreement and
used to finance the costs of the Project and to pay costs of issuance. See "ESTIMATED SOURCES AND
USES OF FUNDS" herein and APPENDIX A - "lnformation Relating to the Borrower - THE TOWN
OF LITTLE COMPTON - Education - The Project."
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ESTIMATED SOURCES AND USES OF FTJNDS

Estimated Sources of Funds

Par Amount of Bonds
Net original issue premium/discount

TOTAL SOURCES S

Estimated Uses of Funds

Deposit to Construction Fund
Payment of Outstanding Bond Anticipation Notes
Total Underwriter's Discount
Costs of Issuance

$

TOTAL USES s

THE BORROWER

For a discussion of certain matters regarding the Borrower, see APPENDIX A - "Information
Relating to the Borrower" and APPENDIX B - "Audited Financial Statements of the Borrower."

RISK FACTORS

Purchase of the Series 2013 H Bonds involves a degree of risk. [n order to identifl risk factors
and make an informed investment decision, potential investors should be thoroughly familiar with this
entire Official Statement (including the Appendices hereto) in order to make a judgment as to whether the
Series 2013 H Bonds are an appropriate investment. Certain of the risks associatecl with the purchase of
the Series 2013 'rI Bonds are described below. The following list of possible factors, while not setting
forth all the factors which must be considered, contains some of the factors which should be considered
prior to purchasing the Series 2013 H Bonds. This discussion of risk factors is not, and is not intended to
be, comprehensive or exhaustive. Prospective purchasers of the Series 2013 H Bonds should give careful
consideration to the matters referred to in the following summary. Such summary should not be
considered exhaustive, but rather informational only.

No Oblieation of the State of Rhode Island

]TJEITHER THE STATE OF RHODE ISLAND AND PROVIDENCE PLAI.JTATIONS NOR
THE CORPORATION IS OBLIGATED TO PAY THE PRINCIPAL, SINKING FUND
INSTALLMENTS, IF ANY, REDEMPTION PRICE OR INTEREST ON THE SERIES 2OI3 H BONDS
EXCEPT FROM THE REVENUES UNDER THE MASTER INDENTURE AND THE SERIES 2013 H
SERIES INDENTURE AND NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF
THE STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS IS PLEDGED TO THE
PAYMENT OF THE PRINCIPAL, SINKING FLIND INSTALLMENTS, IF ANY, REDEMPTION
PRICE OR INTEREST ON THE SERIES 2013 H BONDS. THE CORPORATION DOES NOT HAVE
TAXING POWER.

PURSUANT TO RHODE ISLAND GENERAL LAWS SECTIONS 16-1-35 TO 16-7-47, AS
AMENDED (THE "SCHOOL AID ACT'') THE STATE PROVIDES CONSTRUCTION AID TO
}IU].IICIPALITIES AND SCHOOL DISTRICTS FOR THE COST OF BUILDING OR RENOVATING
PUBLIC SCHOOLS ("SCHOOL HOUSIIIG AID"). THE STATE ALSO PROVIDFS RASIC

$
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EDUCATION AID TO MUNICIPALITIES AND SCHOOL DISTRICTS FOR SCHOOL
OPERATIONS ("BASIC EDUCATION AID"), WHICH MAY BE INTERCEPTED TO PAY
AMOUNTS DUE UNDER THE FINANCING AGREEMENT. PAYMENTS OF SCHOOL HOUSING
AID AND BASIC EDUCATION AID ARE SUBJECT TO ANNUAL APPROPRIATION BY THE
RHODE ISLAND CENERAL ASSEMBLY AND DO NOT CONSTITUTE A PLEDGE OF THE
FAITH AND CREDIT OR TAXING POWER OF THE STATE.

Event of Taxabilitv

If the Borrower does not comply with certain covenants of the Borrower in the Financing
Agreement or if certain representations made by the Borrower in the Financing Agreement or certain
certificates of the Borrower are false or misleading, the interest payable on the Series 2013H Bonds may
become subject to federal income taxation retroactive to the date of issuance of the Series 2013 H Bonds,
regardless of the date on which noncompliance or misrepresentation is ascertained. In the event that
interest on the Series 2013 H Bonds should become subject to federal income taxation, the Master
Indenture does not provide for the redemption of the Series 2013 H Bonds, the acceleration of the
payment of debt service on the Series 2013 H Bonds, or an increase in interest paid on the Series 2013 H
Bonds.

State Housins Aid

The School Aid Act has various restrictions. Under current law, State Housing Aid only applies
to those projects undertaken at school facilities under the care and control of a school committee and
located on school property. In addition, facilities with combined school and municipal uses or facilities
that are operated jointly with any other profit or non-profit agency do not qualif, for State Housing Aid.
Therefore, in the event that a facility (i) ceases to be under the care and control of a school committee, (ii)
is located on property which ceases to be school property, (iii) becomes a facility with joined school and
municipal uses, or (iv) becomes jointly operated with a profit or non-profit agency, a project will no
longer qualiff for State Housing Aid and payments of State Housing Aid in respect to such project shall
be discontinued.

Default bv the Borrower or the Corporation

No representations or assurances can be given that the Borrower or the Corporation will not
default in performing their respective obligations under the Master Indenture, the Series 2013 H Series
Indenture, the Financing Agreement or any of the other financing documents. ln certain circumstances, if
an "event of default" occurs under the Master Indenture, then the Trustee may be empowered to pursue
such suits, actions or special proceedings in equity or at law as the Trustee shall deem most effectual to
protect ancl enforce its rights and the rights of the Series 2013 H Bondholders, including but not limited to
an action for a writ of mandamus; provided, however, that the Trustee is not empoweredto accelerate the
maturity of the Series 2013 H Bonds upon the occun'ence of an event of default under the Master
Indenture. See "SOURCES OF PAYMENT AND SECURITY FOR THE SERIES 2013 H BONDS -
Defaults and Remedies under the Master Trust Indenture" and APPENDIX E - "summary of Certain
Provisions of the Master Indenture and the Series lndenture" herein.

Market Factors

The financial condition of the Borrower as well as the market forthe Series 2013 H Bonds could
be affected by a variety of factors, some of which are beyond the Borrower's control. There can be no
assurance that an adverse event will not occur which might affect the market price of and the market for
the Series 201 3 H Bonds. If a signif,rcant event should occur in the affairs of the Borrower, the market for
and the market value of the Series 2013 H Bonds could be adverselv affected.
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SUMMARY OF'THE MASTER INDENTURE, THE
SERIES INDENTURE AND THE FINANCING AGREEMENT

The Series 2013 H Bonds will be issued under and secured by the Master Indenture. Reference is
made to the Master Indenture, the Series Indenture and the Financing Agreement for the complete details
of the terms thereof. See APPENDIX D - "summary of Certain Provisions of and the Financing
Agreement" and APPENDIX E - "Summary of Certain Provisions of the Master Indenture and the Series
lndenture" for a brief summary of certain provisions of the Master Indenture, the Series Indenture and the
Financing Agreement which should not be considered a full statement thereof.

TAX EXEMPTION

In the opinion of Edwards V/ildman Palmer LLP, Bond Counsel to the Corporation ("Bond
Counsel"), based upon an analysis of existing laws, regulations, rulings and court decisions, and
assttming, among other matters, compliance with certain covenants, interest on the Series 2013 H Bonds
is excluded from gross income for federal income tax purposes under Section 103 of the Intemal Revenue
Code of 1986 (the "Code"). Bond Counsel is of the further opinion that interest on the Series 2013 H
Bonds is not a specific preference item for purposes of the federal individual or corporate alternative
minimum taxes, however, such interest is included in adjusted current earnings when calculating
corporate altemative minimum taxable income. Bond Counsel expresses no opinion regarding any other
federal tax consequences arising with respect to the ownership or disposition of, or the accrual or receip'r.
of interest on, the Series 2013 H Bonds.

The Code imposes various requirements relating to the exclusion from gross income for federal
income tax purposes of interest on obligations such as the Series 2013 H Bonds. Failure to comply with
these requirements may result in interest on the Series 2013 H Bonds being included in gross income for
federal income tax purposes, possibly from the date of original issuance of the Series 2013 H Bonds. The
Corporation and the Bcrrowers have covenanted to comply with such requirements to ensure that interest
on the Series 2013 H Bonds will not be included in federal gross income. The opinion of Bond Counsel
assumes compliance with these covenants.

Bond Counsel is also of the opinion that, under existing law, interest on the Series 2013 H Bonds
and any profit on the sale of the Series 2013 H Bonds are exempt from taxation by the State or any
political subdivision or other instrumentality of the State. Bond Counsel expresses no opinion regarding
any other Rhode Island tax consequences arising with respect to the Series 2013 H Bonds. Prospective
Bondowners should be aware, however, that the Series 2013 H Bonds may be included in the measure of
Rhode Island estate taxes, and the Series 2013 H Bonds and the interest thereon may, be included in the
measure of certain Rhode Island corporate and business taxes. Bond Counsel has not opined as to the
taxability of the Series 2013 H Bonds or the income thereon under the laws of any state other than Rhode
Island. A complete copy of the proposedform of opinion of Bond Counsel is set forth in APPENDIX G
hereto.

To the extent the issue price of any maturity of the Series 2013 H Bonds is less than the amount
to be paid at rnaturity of such Series 2013 H Bonds (excluding amounts stated to be interest and payable
at least annually over the term of such Series 2013 H Bonds), the difference constitutes "original issue
discount," the accrual of which, to the extent properly allocable to each owner thereof, is treated as
interest on the Series 2013 H Boncls which is excluded from gross income for federal inçome tax purposes
and is exempt from Rhode Island income taxes. For this purpose, the issue price of a particular maturity
of the Series 2013 I'l Bonds is the first price at which a substantial amount of such maturity of the Series
2013 H Bonds is sold fn fhe nrhlin levnhrdi¡o bond houses, brokers, or simila-r persons or organizations
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acting in the capacity of underwriters, placement agents or wholesalers). The original issue discount with
respect to any maturity of the Series 2013 H Bonds accrues daily over the term to maturity of such Series
2013 H Bonds on the basis of a constant interest rate compounded semiannually (with straight-line
interpolations between compounding dates). The accruing original issue discount is added to the adjusted
basis of such Series 2013 H Bonds to determine taxable gain or loss upon disposition (including sale,
redemption, or payment on maturity) of such Series 2013 H Bonds. Bondowners should consult their
own tax advisors with respect to the tax consequences of ownership of Series 2013 H Bonds with original
issue discount, including the treatment of purchasers who do not purchase such Series 2013 H Bonds in
the original offering to the public at the first price at which a substantial amount of such Series 2013 H
Bonds is sold to the public.

Series 2013 H Bonds purchased, whether at original issuance or otherwise, for an amount greater
than the stated principal amount to be paid at maturity of such Series 2013 H Bonds, or, in some cases, at
the earlier redemption date of such Series 2013 H Bonds ("Premium Bonds"), will be treated as having
amortizable bond premium for federal income tax purposes and Rhode lsland income tax purposes. No
deduction is allowable for the amortizable bond premium in the case of obligations, such as the Premium
Bonds, the interest on which is excluded from gross income for federal income tax purposes. However, a
Bondowner's basis in a Premium Bond will be reduced by the amount of amorÍizable bond premium
properly allocable to such Bondowner. Owners of Premium Bonds should consult their own tax advisors
with respect to the proper treatment of amortizable bond premium in their particular circumstances.

Prospective Bondholders should be aware that from time to time legislation is or may be
proposed which, if enacted into law, could result in interest on the Series 2013 H Bonds being subject
directly or indirectly to federal income taxation, or otherwise prevent Bondholders from realizing the full
benefit provided under current federal tax law of the exclusion of interest on the Series 2013 H Bonds
from gross income. To date, no such legislation has been enacted into law. However, it is not possible to
predict whether any such legislation will be enacted into law. Further, no assurance can be given that any
pending or future legislation, including amendments to the Code, if enacted into law, or any proposed
legislation, including amendments to the Code, or any future judicial, regulatory or administrative
interpretation or development with respect to existing law, will not adversely affect the market value and
marketability of, or the tax status of interest on, the Series 2013 H Bonds. Prospective Bondholders are
urged to consult their own tax advisors with respect to any such legislation, interpretation or
development.

Although Bond Counsel is of the opinion that interest on the Series 2013 H Bonds is excluded
from gross income for federal income tax purposes and is exempt from Rhode Island income taxes, the
ownership or disposition of, or the accrual or receipt of interest on, the Series 2013 H Bonds may
otherwise affect a Bondowner's federal or state tax liability. The nature and extent of these other tax
consequences will depend upon the particular tax status of the Bondowner or the Bondowner's other
items of income, deduction or exclusion. Bond Counsel expresses no opinion regarding any such other
tax consequences, and Bondowners should consult with their own tax advisors with respect to such
consequences.

APPROVAL OF LEGAL PROCEEDINGS

Legal mat'ters incident to the authorization, issuance and sale of the Series 2013 H Bonds are
subject to the approving opinion of Edwards Wildman Palmer LLP, Providence, Rhode Island, Bond
Counsel to the Corporation, a form of which is attached as APPENDIX G - "Form of Approving Opinion
of Bond Counsel." Copies of such opinion will be available at the time of delivery of the Series 2013 H
Bonds. Bond Counsel is not passing upon the accuracy or the adequacy of the statements made in the
Official Statement except the Sections entitled "SOURCES OF PAYMENT AND SECURITY FOR THE
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SERIES 2013 H BONDS," "THE SERIES 2013 H BONDS" except for the portion under the subheading
"Book-Entry Only System," "SUMMARY OF THE MASTER INDENTURE, THE SEzuES
INDENTURE AND THE FINANCING AGREEMENT,'' "TAX EXEMPTION," "STATE NOT
LIABLE ON THE SERIES 2013 H BONDS" and "COVENANT BY THE STATE" and APPENDICES
C, D, E and G. In addition, Edwards Wildman Palmer LLP, Providence, Rhode Island will deliver an
opinion regarding the authorization and issuance of the Bomower Bonds as general obligations of the
Borrower.

Certain legal matters will be passed upon for the Corporation by Moses Afonso Ryan Ltd.,
Providence, Rhode Island; and for the Underwriter by its counsel, Partridge Snow & Hahn LLP,
Providence, Rhode Island.

UNDERWRITING

The Series 2013 H Bonds are being purchased for reoffering by Roosevelt & Cross, Inc., or its
successor in interest (the "Underwriter"). Subject to the terms and conditions set forth in the Bond
Purchase Agreement among the Corporation, the Borrower and the Underwriter, the Underwriter has
agreed to purchase the Series 2013 H Bonds at a price of $ (which is equal to the par amount
of the Series 2013 H Bonds, plus/minus net original issue premium/discount of $ and less an
Underwriter's discount of $ ) , and will offer the Series 2013 H Bonds for resale at the interest
rates and prices stated on the inside cover hereof. Such initial public offering prices may be changed
from time to time and the Series 2013 H Bonds may be offered and sold to dealers and others (including
dealers depositing the Series 2013 H Bonds into unit investment trusts and other municipal securities
portfolios) at prices lower than such initial public offering price.

Under the Bond Purchase Agreement, the Borrower has agreed, to the extent permitted by law, to
indemnify the Underwriter against certain liabilities, including liabilities under applicable securities laws.

FINANCIAL ADVISOR.

The Corporation has retained Public Financial Management, Inc, (the "Financial Advisor") to
serve as its financial advisor in connection with the issuance of the Series 2013 H Bonds. The Financial
Advisor has not independently verified any of the information contained in this Official Statement and
makes no guarantee as to its completeness or accuracy. The Financial Advisor's fee for services rendered
with respect to the sale of the Series 2013 H Bonds is contingent upon the issuance and delivery of the
Series 2013 H Bonds, and receipt by the Corporation of payment therefor. The Corporation may engage
the Financial Advisor to perform other services, including without limitation, providing certain
investment sen ices with regard to the proceeds of the 20 I 3 Series H Bonds.

CONTINUING DISCLOSURE

The Corporation has detelmined that no financial or operating data concerning the Corporation is
material to any decision to purchase, hold or sell the Series 2013 H Bonds and the Corporation will not
provide any such information.

In order to assist the Underwriter in complying with Rule l5c2-12 promulgated by the Securities
and Exchange Commission ("Rule l5c2-72"), the Borrower has undertaken in a written agreernent (the
"Continuing Disclosure Agreement") for the benefit of the Bondholciers to provide on an annual basis to
the Corporation and the Municipal Securities Rulemaking Board (the "MSRB") as the sole recognized
municipal securities information reposrtory, a,nd its Electronic Municipal Marl<et Access System for
municipal securities disclosures designated by the Securities and Exchange Commission in accordance

22



with Rule l5c2-12, on or before 9 months after the end of each fiscal year of the Borrower, commencing
with the fiscal year ending June 30, 2013, operaling data and financial information of the type specified in
APPENDIX A to this Official Statement (the "Annual Information"), together with the Borrower's annual
financial statements prepared in accordance with generally accepted accounting principles and audited by
an independent firm of certified public accountants in accordance with generally accepted accounting
standards. The Annual Information for the Borrower will consist of the (a) operating data and financial
information of the type specified in APPENDIX A to this Official Statement (only to the extent that this
information is not included in the audited financial statements of the Borrower), together with (b) a

narrative explanation, if necessary to avoid misunderstanding, regarding the presentation of financial and
operating data concerning the Borrower and in judging the financial and operating condition of the
Borrower.

In addition, the Corporation has undertaken in the Continuing Disclosure Agreement, for the
benefit of the Bondholders, to provide to the MSRB in a timely manner, not in excess of ten (10) business
days after the occurrence thereof, notice of certain events required to be provided by Rule l5c2-12 and
described below.

The notices to be provided by the Corporation include notice of any of the following events with
respect to the Series 2013 H Bonds: (l) principal and interest payment delinquencies; (2) non-payment
related defaults, if material; (3) unscheduled draws on debt service reserves reflecting financial
difficulties; (4) unscheduled draws on credit enhancements reflecting flrnancial diff,rculties; (5)
substitution of credit or liquidity providers, or their failure to perform; (6) adverse tax opinions, IRS
notices, determinations or events affecting the tax status of the Series 2013 H Bonds; (7) modifications to
rights of the Holders of the Series 2013 H Bonds, if material; (8) bond calls, if material; (9) defeasances;
(10) release, substitution or sale of property securing repayment of the Series 2013 H Bonds, if material;
(l l) rating changes; (12) tender offers; (13) the bankruptcy, insolvency, receivership or similar event of
the Corporation or the Borrower; (14) the consummation of a merger, consolidation, or acquisition of the
Corporation or the Borrower or the sale or all or substantially all of the assets of the Corporation or the
Borrower, other than in the ordinary course of business, the entry into a definitive agreement to undertake
such an action or the termination of a definitive agreement relating to any such actions, other than
pursuant to its terms, if material; and (15) appointment of a successor or additional trustee, or the change
of name of a trustee, if material.

The Borrower has undeftaken to provide to the Corporation, in a timely manner, notices similar to
the ones described above with respect to the Borrower Bonds.

The form of the Continuing Disclosure Agreement to be entered into by the Borrower and the
Corporation is attached hereto as APPENDIX H. The sole and exclusive remedy for breach or default
under the Continuing Disclosure Agreement is an action to compel specific performance of the
undertakings of the Borrower and/or the Corporation, and no person, including any owner of the Series
2013 H Bonds, rnay recover monetary damages thereunder under any circumstances. The Corporation or
the Borrower may be compelled to comply with their respective obligations under the Continuing
Disclosure Agreement (i) in the case of enforcement of their obligations to provide information required
thereunder, by any owner of outstanding Series 2013 H Bonds or by the Trustee on behalf of the Holders
of outstanding Series 2013H Bonds, or (ii) inthe case of challenges to the adequacy of the information
provided, by the Trustee on behalf of the Holders of outstanding Series 2013 H Bonds. However, the
Trustee is not required to take any enforcement action unless so directed by the Holders of not less than
25o/o it agglegate principal amount of outstanding Series 2013 H Bonds. A breach or default under the
Continuing Disclosure Agreement will not constitute an Event of Default under the Master Indenture or
any other financing document. In addition, if all or any parl of Rule 15c2-12 ceases to be in effect for any
l'easorl, then the information required to be provided under the Contìnuing Disclosure Agreement, insoFar
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as the provision of Rule 15c2-12 no longer in effect required the providing of such information, will no
longer be required to be provided.

The foregoing undertakings are intended to set forth a general description ofthe type offinancial
information and operating data that will be provided; the descriptions are not intended to state more than
general categories of financial information and operating data; and where an undertaking calls for
information that no longer can be generated because the operations to which it related have been
materially changed or discontinued, a statement to that effect will be provided. The Continuing Disclosure
Agreement, however, may under certain circumstances be amended or modified without the consent of
Holders of the Series 2013 H Bonds. Copies of the Continuing Disclosure Agreement when executed by
the parties thereto upon the delivery of the Series 2013 H Bonds will be on file at the principal office of
the Corporation.

The Corporation

The Corporation has never failed to comply in any material respect with any previous
undertakings to provide financial information or notices of material events in accordance with the Rule.

Little Compton

The Town of Littie Compton became obligated to make annuai disclosure of certain financial
information by filing with each nationally recognized municipal securities information repository
designated by the Securities and Exchange Commission in an offering that took place in 2007. Due to an
administrative oversight, certain required financial information and audited financial statements were not
timely filed for the fiscal years ending June 30, 2008 through June 30,2012. All required information has
since been filed, as well as a notice of late filing. The Town has implemented procedures to ensure timely
filing of all futute f,rnancial information.

RÁ.TING

Standard and Poor's Ratings Services, a Standard & Poor's Financial Services LLC business
("S&P") is expected to assign the Series 2013 H Bonds a rating of "_." Such rating reflects only the
views of S&P and any desired explanation of the significance of such rating should be obtained from the
rating agency furnishing the same. Generally, a rating agency bases its ratings on the information and
materials furnished it and on investigations, studies and assumptions by the rating agency. There is no
assurance that a particular rating will apply for any given period of time or that it will not be lowered or
withdrawn entirely if, in the judgment of the agency originally establishing the rating, circumstances so
warrant. The Underwriter has undertaken no responsibility either to bring to the attention of the Holders
of the Series 2013 H Bonds any proposed revision or withdrawal of the rating of the Series 2013 H Bonds
or to oppose any such proposed revision or withdrawal. Any downward revision or withdrawal of such
rating could have an adverse effect on the market price of the Series 2013 H Bonds. Such rating should
not be taken as a recommendation to buy or hold the Series 2013 H Bonds.

LITIGATION

As of the date hereof, there is no litigation of any nature pending or to the best of the
Corporation's knowledge, threatened against the Corporation to restrain or enjoin the issuance, sale,

execution or delivery of the Series 2013 H Bonds or the application of the prcceeds thereof toward the
Cost of the Project, or in any way contesting or affecting the validity of the Series 2013 H Bonds or any
proceedings of the Corporation taken with respect to the issnance or sale thereof, or the pledge or
application of any monies or security for the Series 2013 H Bonds or the existence or powers of the
Corporation.
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As of the date hereof, there is no litigation pending or to the best of the Borrower's knowledge,
threatened against the Borrower, wherein an unfavotable decision would adversely affect the ability of the
Borrower to construct or operate its Project or to carry out its obligations under the Financing Agreement
or would have a material adverse impact on the financial position of the Borrower.

STATE NOT LIABLE ON SERIES 2013 H BONDS

NEITHER THE STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS (THE
..STATE'') NOR THE RHODE ISLAND HEALTH AND EDUCATIONAL BUILDING
CORPORATTON IS OBLIGATED TO PAY THE PRINCIPAL, SINKING FUND INSTALLMENTS, IF
ANY, AND REDEMPTION PRICE OR INTEREST ON, THE SERIES 2OI3 H BONDS EXCEPT
FROM THE REVENUES TO BE PROVIDED LINDER THE MASTER INDENTURE AND THE
SERIES 2OI3 H SERIES INDENTURE AND NEITHER THE FAITH AND CREDIT NOR THE
TAXING POWER OF THE STATE IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL,
SINKING FUND INSTALLMENTS, IF ANY, AND REDEMPTION PzuCE OR INTEREST ON THE
SERIES 2OI3 H BONDS. THE ACT DOES NOT IN ANY WAY CREATE A SO-CALLED MORAL
OBLIGATION OF THE STATE OR OF ANY POLITICAL SUBDIVISION THEREOF TO PAY DEBT
SERVICE IN THE EVENT OF DEFAULT BY THE BORROWER. THE CORPORATION DOES NOT
HAVE TAXING POWER.

COVENANT BY THE STATE

Under the Act, the State pledges and agrees with the Holders of the Series 2013 H Bonds that the
State will not limit or alter the rights vested in the Corporation until such Series 2013 H Bonds, together
with interest thereon, are fully met and discharged; provided that nothing in the Act shall preclude such
limitation or alteration if and when adequate provision shall be made by law for the protection of the
Holders of such Series 2013 H Bonds.

MISCELLANEOUS

The references to the Act, the School Aid Act, the Master Indenture, the Series 2013 H Series

lndenture, the Financing Agreement and the MOU are brief summaries of certain provisions thereof.
Such summaries do not purpofi to be complete, and reference is made to the Act, the School Aid Act, the
Master Indenture, the Series 2013 H Series lndenture, the Financing Agreement and the MOU for full and
complete statements of such and all provisions. The agreements of the Corporation with the Holders of
the Series 2013 H Bonds are fully set forth in the Master Indenture, and neither any advertisement of the
Series 2013 H Bonds nor this Offìcial Statement is to be construed as constituting an agreement with the
holders of the Series 2013 H Bonds. So far as any statements are made in this Ofhcial Statement
involving matters of opinion, whether or not expressly so stated, they are intended merely as such and not
as representations of fact. Copies of the documents mentioned in this paragraph are on file atthe offices
of the Corporation.

Information relating to DTC and the book-entry only system described under "BOOK-ENTRY
ONLY SYSTEM" has been furnished by DTC and is believed to be reliable. However, none of the
Corporation, the Borrower or the Underwriter makes any representations or warranties whatsoevet with
respect to the information contained therein.

Attached to this Official Statement as APPENDIX A is a letter that contains ceftain information
relating to the Borrower and the Project. While the information contained in APPENDIX A is believed to
be reliable, the Corporation and the Underwliter make no tepresentations or warranties whatsoever with
respect thereto. Also attachecl to this Officiat Statement is APPENDIX B which contains the most recent

25



audited financial statements of the Borrower, together with the independent auditors' reports thereon.
The Corporation and the Underwriter have relied on the information contained in APPENDICES A and
B.

APPENDIX C - "Definitions," APPENDIX D - "summary of Certain Provisions of the
Financing Agreement" and APPENDIX E - o'summary of Certain Provisions of the Master Indenture and
the Series Indenture" have been prepared by Edwards Wildman Palmer LLP, Bond Counsel.

APPENDIX F - "Rhode Island Health and Educational Building Corporation Schedule of
Indebtedness" has been prepared by the Corporation.

APPENDIX G - "Form of Approving Opinion of Bond Counsel" has been prepared by Edwards
Wildman Palmer LLP, Bond Coursel.

APPENDIX H - "Form of Continuing Disclosure Agreement" has been prepared by Partridge
Snow & Hahn LLp, counsel to the Underwriter.

The Borrower has reviewed the portions of this Official Statement under "THE BORROWER,"
"CONTINUING DISCLOSURE," the second paragraph of "LITIGATION" and in APPENDICES A and
B, and to the extent they relate to the Borrower or the Project, "THE PROJECT," "RISK FACTORS" and
"ESTIMATED SOURCES AND USES OF FLINDS." At the closing, the Borrower will certify that such
poftions of this Official Statement, and APPENDICES A and B, do not contain an untrue statement of a
material fact or omit a statement of material fact necessary in order to make the statements made, in the
light of the circumstances under which they are made, not misleading.

The distribution of this Official Statement and its execution have been duly authorized by the
Corporation.

RHODE ISLAND HEALTH AND
EDUCATIONAL B UILDING CORPORATION

Dated:November ,2013 By
James K. Salorne
Chairman
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November 12,2013

Rhode Island Health and Educational Building Corporation
170 V/estminster Street, Suite 1200
Providence RI 02903

Ladies and Gentleman

We are pleased to submit the following information with respect to the Town of Little Compton (the "Town" or
"Little Compton"). This letter and the information contained herein are submitted to the Rhode Island Health and
Educational Building Corporation (the "Corporation") for inclusion in the Official Statement relating to its Public Schools
Revenue Bond Financing Program Revenue Bonds, Series 2013 H (Town of Little Compton Issue) (the "Bonds"). Unless
otherwise noted, all information, including statistics, is taken from Town and its school department records. Capitalized
terms used herein and not otherwise defined shall have the meanings ascribed to them in the Official Statement.

THE TOWN OF LITTLE COMPTON

Location

The Town is located in southeastern Rhode Island approximately 44 miles south of Boston, 32 miles southeast of
Providence, and 12 miles south of Fall River, Massachusetts. It is in a rural part of the State, bordered on the north by the
Town of Tiverton, on the east by the Town of Westport, Massachusetts, on the South by the Atlantic Ocean, and on the
west by the Sakonnet River (approxinrately 13.5 miles of coastline). The Town encompasses an area of 23.2 square miles, of
which 1.7 square miles are inland water.

Government

Established in 1682 and incorporated as a town in 1746, the Town utilizes the Town Council form of govemment.
On November 8, 1994 the Town adopted the Little Compton Home Rule Charter to be effective in January 1995, which was
ratified by the Rhode Island General Assembly in May, 1995. The Town Council consists of hve elected members headed
by a Town Council President. Town Council members are elected at large for a term of two years. The Town Council
has the responsibility of managing the affairs of the Town and submits a detailed budget of its estimated expenditures and
revenues for each fiscal year to the voters at an annual Financial Town Meeting held in May of each year.

The Council President petforms duties similar to those of a Town Manager, which include the execution of laws
and administration of the Town Government. The Town Council President is Robert L. Mushen. Mr. Mushen has been a

member of the Town Council since 2004 and Council President for nearly nine years. He was most recently reelected for
another two-year term in November, 201 2.

The other Council members are;

Councilperson
Gary S. Mataronas
Paul J. Golembeske

Fredrick M. Bodington Itl
Charles N. Appleton, Jr.

Years Exoerience
l5
11

9
7

Term Expires
2014
2014
2014
2014

The Town Treasurer is elected for a two-year term. The Treasurer's responsibilities include management of the
Town's finances and tax collections. The Town Treasurer is Mary-Jane M. Harrington. Ms. Harrington has held this position
since November 2004 and was most recently reelected to this position in Novelnb er 2012.
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The Project

The project consists of financing the costs of health, safety and fire-code related emergency repairs, alterations,
renovations, improvements, landscaping, and equipping and furnishing of the Wilbur & McMahon Schools.

Government Services

In addition to its schools, the 1'own provides pubiic seruices which are described beiow

Police Department

As of 6/30/1 3, the Police Department consists of l0 full{ime policemen, including the Police Chief. There are also
four full-time and two part-time public safety dispatchers who work under the supervision of the Police Deparlment. For
Fiscal Year ended June 30,2013, the Fire Department expended $885,182 (unaudited). The Police Department's budget for
the Fiscal Years 2014 is 5948,927 .

Fire Department

As of 6/30/13, the Fire Department employs nine full-time fighters, including the Fire Chief. In addition there are
two volunteers that respond to all Fire Department emergency calls but receive no salary from the Town. The full-time fire
fighters answet all incoming calls and respond with the lead vehicle to all Fire Department emergencies. They also take
care of routine maintenance for the station anci equipment. For Fiscal Year ended 2013, the Fire Deprutrnent expended
57 14,612 (unaudited). The Department's budget for Fiscal Year ending 2014 is 5699,446.

Emergency Medical Services

Emergency Medical Service is provided with ambulances operated by the Town Fire Department.

Sanitation

Rubbish, garbage and recyclable material collections are made by arrangements with private contractors to
individual customers. Town residents may also take such items to the Town's Transfer Station. All materials are eventually
sent to the State's solid waste management facility in Johnston, Rhode Island, or to specialized contractors for certain types
of waste.

Sewers

The Town does not have a town wide municipal seìwage system. It is presently serviced by individual septic
systems.

Education

The general administration of the Town's school system is directed by a f,rve-member elected School Committee. 'lhe
School Committee determines and controls all policies affecting the administration, construction, maintenance, and operation
of the public schools. The School Committee also appoints a superintendent of schools as its chief administrative agent and has

the power to appoint and remove all other school employees. There are 42 full-lime and 3 parl-time employees, including
teachers, in the school system.

The Towrr maintains and operates a single complex which houses the J.F. Wilbur School (grades I(-5), and the
K.B. McMahon School (glades 6-8). Tlre capacity of the school is estimated at 350 students.

Higlr school students (grades 9- 12) attend tl.re Town of Portsmouth High School. For Fiscal Year ended 2011-2012 rhe
Town paid a tuition fee of $8,43 I for each student who attends the Town of Porlsrnouth High School. Payments in the arnount
of$9,000 and $9,270 per str,rdent have been budgeted for out-of-district tuition for fiscal year 2013 and20l4, respectively.
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The following is a summary of the actual and projected school enrollment data of the Town

Actual
School Year K- 8 9 -12*

Projected
School Year K- 8 9 -72*

2009................... 309 115 2014..... 253 139

2010.... 30s 113 2015....... 245 134

2011.... 293 125 2016.... 228 t29

2012................... 217 130 201't.... 2t2 132

2013..... 266 t43 20t8.... 199 137

*Out of district

Note: Projections for 2014 through 2018 include 20 new Kindergarten students each year

Utilities

National Grid, which maintains a plant and offices in Providence, Rhode Island, provides electric power to the
Town. Individual artesian or dug wells supply water to local residents. There is no piped natural gas supply within the Town.
Residents using gas employ bottled liquefied propane available from local distributors.

Transportation

The Town has approximately l8 miles of state roads,2l miles of town roads, and 60 to 70 miles of private roads.
While there are no major highways through the Town, it is only a short distance to Rte. 24 and access to other connecting
highways.

Air transportation is accessible through the Newport State Air Park located in the City of Newport, Rhode Island,
which provides chatler air service to all major airports in New England and New York, and the T.F. Green State Airport
located in the City of Warwick, Rhode Island. Nationwide rail passenger service is offered through AMTRAK's Providence
station. Freight transportation is provided by railroad, local and long distance trucking firms and bus lines.

ECONOMIC CTIARACTERISTICS

Population

Little Compton currently ranks 38th in population among the 39 cities and to\.vns in Rhode Island (calculated on a
hìgh to low basis).

Year Population

t,492

1,556

7,702

2,38s

3,085

3,339

3,s93

3,492

1940

r 950

1960

1970

1 980

1990

2000

20t0

Source: U.S. Bureau ofthe Census for 1940 to 2010
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Median Family Income

1960 1970 1980 1 990 2000 20tt
Little Compton

State

U.S.

$ $ $ $ $ $5,146

5,589

5,660

9,422

9,136

9,s90

2r,130

19,448

19,917

44,292

39,172

35,225

62,750

52,781

50,046

113,750

72,724

64,293

Source: 1960-2000 U.S. Census Bureau; 201 I U.S. Census Bureau American Community Survey 5-year Estimate.

Income Levels

Town State

Per capita income

Median family income

Median household income

Percent of families belowpoverty level

ö $46,929

113,750

96,200

2.00%

29,685

72,724

55,975

8.90Yo

Source: U.S. Census Bureau, 2007-2011 American Community Survey 5-year Estimate

Major Employers

The Town of Little Compton has no employers who employ 100 or more people.

Unemployment

Annualized

2006 2007 2008
Little Compton
Rhode Island

United States

4.3%

Source: Rhode Island Department of l¿bor & Training
Not seasonally adjusted

5.0

4.6

4.5%

5.2

4.6

6.4%

7.8

5.8

10.9yo

11.6

9.6

9.2%

t0.4

8.1

2009
9.4%

ll.2
9.3

2013 Monthly

2070 20tt
l0.2Yo

10.8

8.9

2012

Little Compton

Rhode Island
United States

February
9.s%

9.8

8.t

Source:Rhode Islancl Department of labor & Training

Not s eas onally adjusted
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Employment

ln 2012, prìvate business and industrial firms in the Town paying employment security taxes had yearly payrolls
totaling $13,183,634. The total average number of persons employed in the Town was 463 according to the most recent
statistics. The following is a listing of the various types of industry in the Town covered by the Deparlment of Labor and
Training for the calendar year ended December 31,2012.

Total
Wages

Number
ofF¡ndoyers

8

3l

2

5

7

J

2

4

3

18

21

I

5

7

8

22

Average

Þnployment
%o ofCovered
FrnSoyment

Agriculture, Forestry, Fishing & Hunting

Construction

Manufacturing

Vy'holesale Trade

Retail Trade

Transportation & Wareho us ing

Information

Finance & Insurance

Real Estate & Rental & kasing
Professional & Technical Services

Administrative Support & Waste Mgmt.

Educational Services

Health Care & Social Assistance

Arts, Entertainment, & Recreation

Accommodation & Food Services

Other Services Except Public Administratior

$ 985,228

4,649,983

477,r50

474,071

*

463,6M

1,330,100

1,231,701

+

444,831

1,506,061

652,307

1,568,558

55

105

t<

8

29

,ß

4

l7

47

1l

61

56

70

r 1.88%

22.68%
:ß

1.73%

6.26%

0.86%

3.67%

10.15%

*

2.38%

t3.1'7%

12.10%

1s.12%

Total $ 13,783,634 147 463 100.00%

Source: RI Department of Labo¡ & Training

Datacompiled June 2013, subject to revision

*Some data are not shown due to the possibility of identify ing data of a specifìc emp loy er

Housing

According to the 2010 U.S. Census, there were a total of 2,367 housing units in the Town compared to 2,103 in
2000. This represents an increase of 264 housing units or 12.55Yo.

Rental and owner occupied housing units totaled 1,501 in 2010, an increase of 26 or 1.7 6%o from the l,4l5 occupied
units reported in 2000. In 20 10, 83.5Yo of the occupied housing units were owner-occupied. According to the 2001-2011
American Community Survey 5-year estimates, the median value of owner-occupied housing units was $543,500,
compared to the State average of $270,600. The median selling plice of existing homes in Little Compton was $468,000
ending FY2012, compared to $ 190,000 state-wide.
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The following table sets forth authorized new single family housing units and median sellingprices of existing
homes in the Town from 2003 fo 2012.

Median Selling Price

Town State

2003.

2004.

200s.

2006.

2007.

2008.

2009.

20t0.

201t.

2012.

410,000

500,000

595,000

855,200

s88,000

651,7s0

462,s00

410,000

507,500

468,000

$ $ 230,000

264,700

282,900

282,500

275,000

234,900

199,400

210,000

I 95,000

190,000

Source: Rhode Island State-wide Multiple Listing Service

Building Permits

Fiscal Year

2004

2005

2006

2007

2008

2009

2010

201r

2012

20t3

Permits [ssued

611 $

688

877

844

875

762

620

525

567

747

Value

17,423,584

17,725,916

19,568,55 1

20,126,169

28,123,254

20,759,035

t7,54s,964

9,643,595

12,922,929

22,680,051

Source: Town Building Inspector

Comprehensive Plan

The Town continues to encourage and support its rural farming and fishing heritage. Its Agricultural Conservancy
Trust purchases and preserves land parcels to protect overdevelopment. Sellers of property in Little Compton pay up to 4%oto
the Agricultural Trust to fund this purpose.

The Town restricts new residential lots to a minimum size of two acres, protecting its water supply and sewage
disposal capabitity. This restriction also limits large tract development.
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INDEBTEDNESS OF THE TOWN

General

All of the Town's general obligation debt now outstanding or authorized but unissued has been authorized
pursuant to the General Laws of Rhode Island and approved by Financial Town Meeting. After Financial Town Meeting
approval has been secured, the terms of the debt must be determined by resolution of the Town Council, or if not so

determined by the Town Council, by the Town Treasurer.

The Rhode Island General Laws provide that the Town shall annually appropriate a sum sufficient to pay the
principal and ìnterest coming due within the year on all its general obligation bonds and notes to the extent that monies
therefor are not otherwise provided, and that ifsuch sum is not appropriated, it shall nevertheless be added to the annual tax
levy. fn order to provide such amount, all taxable propefiy in the Town is subject to ad valorem taxation by the Town
without limitation as to rate or amount.

Claims for Payment Due

Rhode Island General Laws Section 45-15-5 permits any person who shall have any claim for money due from any
town to present a demand for such claim to the town council and, if satisfaction of such claim is not made within forty (40)
days, to commence an action against the town treasurer for recovery of the claim. If a judgment is obtained for such debt due
and if the treasurer'of the town does not have sufficient monies to pay the judgment, Rhode lsland General Laws Section 45-
15-6 autho¡izes the town treasurer to apply to anyjustice ofthe peace for an order requiring the town to hold a special
meeting of the town council "for the speedy ordering and making a tax" to be collected for such pupose. If the town council
shall fail to assess voluntarily a tax sufficient to satisf,i judgment on a town debt, Rhode Island General Laws Section 45-15-
7 authorizes the Superior Court to order the assessors of the town "to assess upon the ratable property thereof and the
collector to collect, a tax suffrcient for the payment of the judgment, with all incidental costs and charges, and the expense of
assessing and collecting the tax."

Statutory Lien

In July of 2011, the General Assembly enacted amendments to Section 45-12-l of the Rhode Island General Laws to
provide for a statutory lien on ad valorem taxes and general fund revenues for the beneht of general obligation debt of cities
and for giving priority to general obligation debt in a bankruptcy. The validity and priority of the lien granted by Section 45-
12-l have not been adjudicated in any chapter 9 bankruptcy proceeding. The arnendments provide, in part, as follows:

The faith and credit, ad valorem taxes and general fund revenues of each city and town are pledged for the payment
of principal of premium and interest on all general obligation bonds and notes of the city or town, whether or not the pledge
is stated in the bonds and notes or in the proceedings authorizing their issue and the pledge constitutes a first lien on such ad
valorem taxes and general fund revenues.

In addition, annual appropriations for payment of financing leases and obligations securing bonds, notes or
certificates ("other financing obligations"), have a first lien on ad valorem Iaxes and general fund revenues commencing on
the date of each annual appropriation. Amounts appropriated or added to the tax levy to pay principal of, premium and
interest on general obligation bonds or notes and payments ofother financing obligations are applied to the payment ofsuch
obligations. Any municipal employee or ofhcial who intentionally violates such provisions of Section 45-12-l is personally
liable to the city or town for any amounts not expended in accordance with such appropriations. The superior coud has
jurisdiction to adjudicate claims brought by any city or town and to order such relief as the court may find appropriate to
prevent further violations under such provisìons of Section 45-12-1. Any municipal employee or official who violates such
provisions of Section 45-12-l is subject to removal.

Section 45-12-l further provides in paú, that: notwithstanding any provision of any other law, including the uniform
commercial code, Title 6A of the Rhode Island General Laws: (l) the pledge of advalorem taxes and general fund levenues
to the payment of the principal, ptemium and interest on general obligation bonds and notes ancl payment of other firrancing
obligations is valid and binding, and deemed continuously pelfected from the time the bonds ol notes or other' financing
obligations are issued; (2) no filing need be made under the unifornr comrnercial code or otherwise to pelfect the first lien on
ad valorem taxes and genelal fund revenues; (3) the pledge of ad vqloretn tcßes or genelal fund tevenues is subject to the lien
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ofthe pledge without delivery or segregation, and the first lien on ad valorem taxes and general fund revenues is valid and
binding against all parties having claims of contract or tort or otherwise against the city or town, whether or not the parties
have notice thereof; and (4) the pledge shall be a statutory lien effective by operation of law and shall apply to all general
obligation bonds and notes and financing obligations of cities, towns and districts and shall not require a security agleement
to be effective.

The July 2011 amendments, described above, provide that ad valorem taxes and general fund revenues may be
applied as required by tlie pledge without ft¡rther appropriation except for other financing obligations which are subject to
annual appropriation.

State Aid Intercept

Rhode Island General Laws $ 45-12-32 creates a mechanism to enhance the creditworthiness of cities and towns in
financial stress by providing for a state aid intercept mechanism to pay general obligation bonds and notes. Under the statute,
the finance director is required to notiôr the mayor and the town council if it appears to the finance director that the town is
likely to be unable to pay in whole or in part the principal or interest, or both, on any of its bonds, notes or certificates of
indebtedness when due. If the mayor or town council, whether or not so notified, finds upon investigation that the payment
cannot or is not likely to be made when due, he, she, or they is required to certif, the inability or likely inability to the
Direcl.or r¡f Rcvettue r-¡f f.he Statc. The Town has ttever made such a certification. Upon receipt of the celtificate, the Director'
of Revenue shall immediately investigate the circumstances and, if the Director finds that the town is, or in the Director's
opinion will be, unable to make the payment when due, the Director shall forthwith certify the inability, the amount of the
due or overdue payment and the name ofthe paying agent for the bonds, notes or certificates of indebtedness to the General
Treasurer ofthe State.

Notwithstanding any provision of general or special law or any rules or regulations with respect to the timing of
payment of state aid payments, not later than three (3) days after receipt of the certification from the Director of Revenue or
one business day prior to the date on which the principal or interest, or both, becomes due, whichever is later, the General
Treasurer of the State is required to pay to the paying agent the amount of the due or overdue payment certified to him/her to
the extent of the sums otherwise then payable and the sums estimated to become payable during the remainder of the fiscal
year, frorn the treasury, to the town. The amounts so paid to the paying agent are held in trust and exempt from being levied
upon, taken, sequestered or appiied lor any purpose other than paying principal or intei'est, or both, on bonds, notes or
certificates of indebtedness of the town.

For purposes of the statute, the sunrs otherwise payable from the treasuly to a city and town shall be the fiurds made
available to cities and towns: (i) as state aid pursuant to chapter 45-13 of the Rhode Island General laws, but specifically
excluding reimbursements to cities and towns for the cost of state mandates pursuant to $ 45-13-9 of the Rhode Island
General Laws; (ii) as school housing aid pursuant to $$ 16-7-35 - 16-1-47 of the Rhode Island General Laws, but subject to
any pledge to bonds issued to finance school projects by the Rhode Island Health and Educational Building Corporation, and
specifically excluding school operations aid provided for in gg 16-7-15 - 16-7-34.3 of the Rhode Island General Laws; (iii) in
replacement of motor vehicle and trailer excise taxes pursuant to chapter 44-34.1 of the Rhode Island General Laws; (iv)
fiom the public service corporation tax pursuant to chapter 44-13 of lhe Rhode Island General Laws; (v) from the local meal
and beverage tax pursuant to $ 44-18-18.1 and the hotel tax pursuant to $ 44-18-36.1 ofthe Rhode lsland General laws; and
(vi) pursuant to all acts supplementing such chapters.

Enfo rceabil ity of Town O b ligations

Enforcemerrt of a claim for payment of principal of or interest on a bond or note issued by the Town is subject to
the applicable provisions ofthe federal bankruptcy laws and ofstatutes, ifany, hereafter enacted by the federal govelnment
or the State of Rhode Island extending the time for payment of such obligations or imposing other constitutionally valid
constraints upon such enforcement.

Judicial enforcemeut oistatutes such as Rhode Island General Laws Sections 45-15-5 - 45-15-1 described above
under the heading "Claims þr Payments Due", the statutory lien provided for in section 45-12-l and state aid intercepts such
as that plovidecl f'or in Section 45-12-32 are within the discretion of a court. The status of these rights and remedies of owners
of bonds and notes in a proceeding to restructure city or town debt trnder Chapter 9 of the Federal Bankruptcy Code, ot
pursuant to other su-bsequently enacteci laws reiating to creditors' rigirts has not been adjuciicateci.
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Except as provided below, under Rhode lsland law the Town may not, without special statutory authorization or
ministerial approval by the Auditor General of the State (described below), incur any debt which would increase its aggregate
indebtedness not otherwise excepted by law to an amount greater than3Yo of the full assessed value of the taxable property
within 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 fund held on account to pay such indebtedness maintained by the Town. In
computing the value of taxable property, motor vehicles and trailers are valued at full value without regard to assessed value
reductions provided for in other sections of the general laws. In July 2007, the Rhode Island State Legislature enacted
legislation providing for ministerial approval by the State's Auditor General of debt outside of the 3Yo debt limit for
communities with an "4" rating or better, if the community satisfies certain requirements . The 3Y" debt limit of the Town is

556,682,823 based on net assessed valuations of $ I ,889,427,435 as of December 31, 2012. As of June 30, 2013, the Town
had no debt outstanding under the 3o/o debt limit provision or under the ministerial approval process leaving a debt capacity
of $56,682,823. All other outstanding debt has been authorized by special act of the Rhode lsland State Legislature and
referenda approved by the Town electorate.

In addition to debt authorized within the 3Yo debt limit and debt authorized by special act of the Legislature, Rhode
Island General Laws 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 3o/o 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-l l.

Outstanding Bonded Debt

The outstanding general obligation debt of the Town (including bonds being refunded) for the f,rscal years ended
June 30,2008 through 2012was as follows:

Flscal Year DrdedJune 30,

2008 2009 2010 2011 2012

@ Bonds

RIHEBC SchooI Bonds

Total Debt

$ 945,000

495,000

$ 730,000

,140,000

$ s20,000

38s,000

$ 315,000

350,000

$ 210,000

275,000

$ 1,440,000 $ I,170,000 $ 905,000 $ 665,000 $ 485,000

Debt Ratios and Debt Per Capita

Fiscal Years F¡ding June 30,

2008(2) 2009 2010 201l(r) 2012

Population(l)
Estimated Full Market Value
Gross Bonded Debt

Ratio of Debt to EFMV
Debt Per Capita

Real Property TaxRate

3,492

$ 2,004,450,610

1,440,000

0.07%

s 412

s4.62

3,492

s2,016,210,360

1,170,000

0.06%

$ 33s

s4.61

1 AO)

$2,032,4s4,72s

905,000

0.04yo

$ 259

$5.33

3,492

$ 1,839,956,716

665,000

0.04%

$ 190

$5.33

3,492

$1,868,749,676

485,000

0.03%

$ 139

$5.38

(l) Source: U.S. Census
(2) Statistical update
(3) Revaluation
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Actual Bonded Debt Service

The following table sets forth a schedule of debt service on outstanding bonds of the Town for the fiscal years
ending 20 13 through 20 17 .

Fiscal Year Principal Interes t Total
2013

2014

2015

2016

20t7

$ 160,000

160,000

55,000

55,000

s5,000

g 21,820

15,000

9,075

5,650

2,700

$ 181,820

175,000

63,07s

60,650

57 700

$ 485,000 s 53,245 $ 538,245

Authorized but Unissued Debt

Subsequent to this issue of Bonds, the Town will not have any authorized but unissued authority

Capital Improvements Plan

The Town has a five-year capital plan which is adopted as part of the annual budget at the Town's Annual Financial
Town Meeting. The Town approved $60,000 in Fiscal Y ear 2014 for pay-as-you-go capital projects.

Tax Anticipation Notes

Under State Law, the Town may borrow in each fiscal year in anticipation of the receipt of the proceeds of the
propeúy tax due in such fiscal year. The amount of notes shall not exceed the total tax levy of the then current fiscal
year. Tax anticipation notes must be payabie not later than one year ÍÌom their date, but notes issued for less than one year
may be renewed provided such renewal notes are payable within one year of the date of the original notes.

The Town has not issr.red Tax Anticipation Notes since 1982 and does not expect to borrow in anticipation of taxes
in the near future.

Bond Anticipation Notes

The Town has outstanding Bond Anticipation Notes in the amount of $9,800,000, which will be paid off with a
portion ofthe proceeds from the Bonds.

Overlapping Debt

The Town does not have any overlapping entities (other than the State) with power to incur debt. The Town does
not have a contingent liability to assume the debt of the State or any other agency.

TOWN FINANCES

Financial Reporting

The Town prepares its General Fund and Special Revenue Fund using the modified accrual basis of accounting.
Under this method, revenues are recognized when they become both "measurable" and "available" to finance current period
expenditures. Ploperty taxes, interest and penalties are recognized as revenue when collected. Expenditures are recorded
when liabilities are incun'ed.

The Town's finanoial statements fol the year encled iune 30,2012have been audited by LCC&DLLP
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Budgetary Procedures

The Town employs the following procedures in establishing the general and budgetary dala reflected in the
combined financial statements:

Departments that are controlled by the Town Council submit their proposed budget annually to the Town Council.
The Town Council then discusses the proposed budget with the department head and either forwards it on to the Town Clerk
as submitted or as modified after the discussion with the department head.

All other departments, including the School Depaftment, are required to submit their annual budgets to the Town
Clerk by March 1" to be included in a warrant for Financial Town Meeting consideration.

All budgets are presented and reviewed by a Budget Committee consisting of five (5) persons elected bi-annually at
the Financial Town Meeting. The Budget Committee meets with department heads and/or the Town Councìl or School
Committee concerning any questions that they may have on the proposed budgets. After careful review the Budget
Committee makes recommendations to the voters in the form of a report that is mailed to all registered voters. There is also a
public hearing held prior to the Financial Town Meeting. The budget summary page is compiled after consultation with the
Town Treasurer and Town Council.

The Town Council and Town Clerk also comply with all State Laws that apply to Financial Town Meetings
and/or appropriation of funds.
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Comparative Budgets (General Fund Only)

Aù¡fedBu@et

2011/120\
Adopted Budget

2012/13
Adoped Budget

20L3n4
Rerrcnue

C¡eneral Property Tax

Town Administration Fees

Town Beach Fees

Cell Tower Fees

Investment and Other Income

Newport Cty Regional Spec Ed Program

School Unrestricted

School Renovation Fund

Miscellaneous

Creneral Fund A ppropriation

State Housing Aid

Education Aid@)

Total

hpenditures

Public Safety

School Department

Town Administration

Public Works

Employee Benefìts

Recreation and Services

General Operations

Debt Service

$ 11,344,067 $ 12,235,511 $ 12,280,440

$ 1,638,038 $

6,731,998

438,s54

49t,26s

1,314,417

?')\'\'7)

2t1,836

192,489

1,699,649 $

7,431,,998

521,983

ss7,lgs

1,317,6s1

298,976

I 89,339

278,720

1,850,753

7,167,926

555,412

581,972

t,324,983

326,tts

289,279

184,000

$ 10,004,74L $

380,000

180,000

36,618

3s,000

)) )\4

100,000

182,663

20,903

381,888

10,153,414 $

400,000

I 80,000

33,500

35,000

9,474

700,000

175,904

t7,345

36,206

494,668

10,418,865

430,000

1 95,000

33,s00

4s,818

9,s00

268,076

274,065

36,206

569,350

Total $ 11,343,969 $ 12,235,511 S 12,280,440

(1) Budgeted revenue exceeds expenses by $98

(2) Includes Federal and State Aid.

State School Basic Education Aid

Pursuant to Rhode Island General Laws Sections 16-1-15 fo 16-7-34 et seq., as amended, the State provides basic
education aid to each municipality and school district in the State, subject to annual appropriation by the General Assembly.
The statutes provide for reimbursement of school expenditures based on a formula which adjusts the reimbursement ratio
based on the relative equalized valuation of property and median family income relative to the State as a whole. There are no
assurances, however, that the Rhode Island General Assembly will continue this program or appropriate sufficient funds for
its implementation. State School Basic Education Aid is subject to pro-rata reduction in accordance with State law. Under
this ptogram the Town's School Department received $301,177 in the fiscal year ended June 30, 2012. The Town budgeted
5331,745 and $367,484 ofsuch receipts fol the fiscal years ending Jtrne 30, 2013 and 2014, respectively.

In2012, the General Assembly arnended the genelal laws to provide that basic education aid may be intercepted to
pay debt service on bonds issued by the Rhode Island Health and Educational Building Corporation ("RIHEBC") for the
benefit of a municipality in the event the municipality fails to make timely payments of debt service on school collstruction
bonds issued for the municipality thlough RIHEBC.
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State School Constntction Aid

Pursuant to Rhode Island General Laws Sections 16-7-35 to 16-7-47, as amended, the State provides construction
aid to Rhode Island municipalities for the cost of building or renovating public schools. All buildings constructed or
renovated since July 1, 1949 are eligible for assistance of a minimum of 30%" of the full cost of such buildings. Such

assistance level may be further increased by a formula which takes into account the equalized assessed valuation and debt
service burden of the particular municipality. State aid reimbursement for school construction projects is based on the share
ratio established for that year by the Rhode Island Department of Education. The recently enacted funding formula also raises
the minimum reimbursement percentage to 35%o for the fiscal year 2012 payments and 40%o for the fiscal year 2013 payments
and thereafter. For the fiscal year ending June 30, 2012 the Town's share ratio is approximately 48.3%. This ratio can vary
from year to year.

For projects approved by the voters after June 30,2003, the cost ofinterest on any bond will be reimbursed as an

eligible project cost only if the bonds for these projects are issued through the Rhode Island Health and Educational Building
Corporation. School housing costs subject to State aid reimbursement shall not include bond issuance costs and demolition
costs for buildings, facilities, or sites deelned surplus by the school committee. The legislation authorizing State School
Construction Aid is subject to future change and all State aid is subject to annual appropriation by the Rhode lsland General
Assembly. The Town received $56,693 forthe fiscal year ended June 30,2012. The Town expects to receive $36,206 and

536,206 forthefiscal yearsendedJune30,2013 and2014. TheTowniscunentlynearcompletionof its$11,3 10,000school
renovation project. [t is expected that all but $100,000 ofthe project costs will be eligible for State School Construction aid.

Pursuant to Chapter 144 of fhe 2013 Rhode lsland Public Laws, any net interest savings resulting from the issuance
of refunding bonds issued by any local community in support of school housing projects for the community shall be allocated
between the community and the State, by applying the applicable school housing aid ratio at the time of issuance of the
refunding bonds, calculated pursuant to section 16-7-39, that would otherwise apply in connection with school housing
projects of the community; provided however, that for any refundings that occur between July 1 ,2013 and December 31,
2015,the community shall receive eighty percent (80%) of the total savings and the State shall receive twenty percent (20%).
In connection with any refunding bond issue, school housing project costs shall include the cost ofinterest payments on such
refunding bonds, if the cost of interest payments was included as school housing cost for the bonds being refunded. In
addition, school housing projects costs in connection with any such refunding bond issue shall include bond issuance costs
incurred in connection with the issuance. The benefits of this law are available only if the net present value savings resulting
from the refunding is at least three percent (3%) of the refunded bond issue.

Other State Aid

Shown below is a summary of various state aid revenues credited to the Town's General Fund (excluding school
operations and construction aid, which is accounted for in the Special Revenue Fund).

2008 2009 2010 20tl 2012

Creneral Revenue Sharing( 
I )

Library

State and School Hor.ing(2)
Telephone Tax
Excise TaxPhase Out
Hotel, Meal & Beverage Tax
Total State Aid

(l) Ceneral Revenue Sharing eliminal.ed by the State in 2010.
(2) Beginning in 201 I accounted for in Special Revenue Fund.

$ 90,9s7

25,425

22,238

34,976

295,563

31,846

s 40,9s6

2s,296

19,028

31,s48

292,210

28,789

$

26500 28,29s

$ $

25,583

11,708

73,842

292,210

53,246

38,902

2s,292

27,571

39,662

23,548

40,300

$ 501,005 $ 437,821 S 462,s89 $ r18,271 $ 131,805
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Employee Relations

As of June 30,2013, the Town employs nine full-time and two parl-time employees, exclusive of school, police and
fi re department employees.

These include three full-time maintenance persons and six full-time employees in the Town Hall (Offices of Town
Clerl<, Town Treasurer and Tax Collector, and Tax Assessors). The Town Clerk and Town Treasurer/Tax Collectol are
eiected offrcials and are fuii-tirne employees. In addition, iirere aie three eiected Tax Assessors wlio work part-time.

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

Police Department...........
Fire Department
S chool Department non-certifi ed
Teachers
Municipal Employees....

Retirement Plans

The Town contributes to pension plans covering all of its employees as follows

Town Employees Plan

The Retirement Plan for Employees of the Town (the Plan) is a single-employer, contributory defined benefit
pension plan, which provides retirement, disability and death benefrts to substantially all full-time employees of the Town
except School Department personnel certihed by the Rhode Island Department of Education (Certifìed Employees) who are
eligible to participate in the Employees' Retirement System of the State of Rhode Island. The Plan is administered by a
pension committee consisting of four members appointed annually by the Tor.vn Council, plus three members of the various
unions, The pension committee can make minor changes while major changes require Financial Town Meeting approval.
State law gives the Town Council authority to negotiate union contracts. The effective date of the Plan is Ja-nuary 1,1972.
The assets of the Plan are held in a Ttust, which is reported as a fiduciary fund in the Town's financial statements. As of July
1,2012, the date of the latest actuarial valuation, membership in the Plan was as follows:

Active particþants

Vested terminations and inactive lives

Retirees

Total plan members

Over the past six years, the Town has made the following required contributions

Town Pension Plan

3 year contract, expires June 30, 2015
3 year contract, expires June 30, 201 5

3 year contract, expires June 30,2014
3 year contract, expires June 30, 2014
3 year contract, expires June 30,2015

46

Fiscal Year
Annual Required

Contribution
Actual

Contribution
Percent

Contributed

Unfunded

Liatrility(r)
F\rnded

Ratio

2012 $ 336,738 $ 414,40s 123.06 % $r,098,999 86.69 yo

2011 414,40s 507,896 t22.56 2,005,751 74.46

2010 507,896 424,375 83.56 2,766,9t8 64.33

2009 424,31s 338,040 79.66 1,602,576 78.49

2008 338,040 358,33 f 106.00 8ts,940 88.20

2007 3s8,331 303,t54 84.60 t,28s,442 80.14

(l)ForFY2007-20l2assumesassetapprcoiationof 7.5Vo. ForFYOT-l0assulncssalaryincreasedof 5.0%
annually, and salary incrsases cf 4.0% annually loL FYI t-12.
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Contributions in the amount of $336,738 and 5420,236 have been budgeted for fiscal years 2013 and 2014,
respectively. These contributions represent 100Yo ofthe annual required pension costs.

School Teachers' Retirement Plan

Town certified school personnel participate in the Rhode Island Retirement System, a statutory, mandatory,
statewide, cost-sharing, multi-employer defined benefit plan, which f,rrst covered State teachers on July l, 1949. This
Teacher's Retirement System is administered as a unified statewide system by the State Retirement Board, the composition
of which is set forth in the perlinent State statute. The assets are held in the custody of the State Treasurer as an undivided
single fund.

The actuarial costs of the retirement benefits are partiaily funded by employee contributions of 9.50% of the

actuarial costs of the retirement benefits effective July 1,2003. The actuary determines the net employer actuarial costs
annually and as provided by the State Retirement Board to the Deparlment of Adminishation. Contributions are reported as a

percent of payroll, payable in part by the State and in part by the Town. The split between State and Town is specified by
State statute. For fiscal year2013, the State paid 40 percent and the Town paid 60 percent.

The actuarial valuation prepared by Gabriel, Roeder, Smith & Company uses the Entry Age Normal (EAN) actuarial
cost method. Valuations under this method assume a valuation date of June 30th of each plan year. This is the date as of
which both the actuarial present value of future benefits and the actuarial value of assets are determined. The valuation
assumes an annual salary increase on a scale of agelservice. ln addition, other actuarial assumptions are made for
post-retirement increases and other contingencies as set forth in the published annual reports of the State Retirement Board.
The Employee's Retirement System of Rhode Island's website contains additional information (www.ersri.org).

The following are comparative highlights for 2008 through 2012 for the Teachers' Retirement System as a whole:

6/30t2008 6t30t2009 6t30/2010 6t30t2011 6t3012012

Active Participants

Pensioners & Benficiaries

Inactive Pa¡ticipants

Net Assets

Employer: Contdbutions

Member & Othec Misc. Contributions

Total Contributions

Investnìent Income

Total lncore Available for Benefit Paymenrs

Benefit Paynìents

Transfel and Other Adjustments

Excess oilncome Over Epcnses

Funded Ratio

$ 300,236,163

(?40,377,531)

$ 59,8s8,626

(387,867,2c2)

s

t3,999

9,337

2,410

3,857,373,705

205,3683m

94,867,713

I 3,689

9,749

2,466

2,962,026,384

193,923,476

89,226,214

13,530

10,2t3

2,521

$ 3,196,51t,775

l't8,122,248

94,117,458

13,38 I

10,347

2,689

$ 3,626,646,745

t83,762,262

94,342,939

13,2t2

10,622

2,808

3,499,847,94t

2:07,800,343

91,086,6s9

$ $

$ 283,149,690

(76s,400,473)

$ (482,250,783)

(413,096,170)

212,239,706

402,693,600

278,10s,201

606,935,28s

298,887,002

50,871,632

$ $ $

s 674,933,306

(M0,029,866\

(41 8,049)

$ 88s,040,486

(4s5,121,M1)

215,53t

s 349,7s8,634

(475,856,366)

(70t,072)

$ (126,798,804)

58.80%

$ (328,008,6ó6) $ (89s,347,ss3) $ 234,48s,391 $ 430,134,970

61.80% 58. I 0% 48,40% s9.70v.

Compiled from Employee Retirement System of Rhode lsland - Annul Repor ts 2008-20 I 2

Actuarial costs and liabilities, as shown in the summary presentation, are determined in the aggregate for the
Teachers Retirement System. Accordingly, employer contributions are first determined in the aggregate for all participating
employers in this multi-employer system and are then expressed as a percentage of the aggregate participating payroll.

According to the statutory funding schedule, the combined conhibutions lequired each year by the Town and the
State will remain relâtively level as a percent of payroll as the System moves toward funding the full actuarial liability.
Ultimately, however, because the actuarial funding results in the accumulation of reserves that are invested, the required
appropliation will be significantly less than would be required if the Teacher's Retirement System was on apay-as-you-go
basis.
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Over the past five years, the School District has rnade the following required contributions

Fiscal Year
Annual Required Actual Percent

Contribution Contribution Contributed

2012

2011

2Ar0

2009

2008

$ 287,000 $

244,089

zo t, t>)

204,112

269,065

287,000

244,089

26I,795

204,112

269,065

100.00 %

100.00

i00.00

I00.00

100.00

Contributions in the amount of $298,214 and 5283,610 have been budgeted for f,rscal year 2013 and 2014,
respectively.

Rhode Island Retirement Security Act

A number of unions representing state employees and teachers filed a lawsuit in State Court in May 2010
challenging pension reforms made by the Rho<le Island General Assembly in 2009 and 2010. Thc clcfendartt State officials
filed a Motion for Summary Judgment on the claims set forlh in the Amended Complaint which was heard on July I 8, 201 I .

On September 13, 2011, the Superior Court issued its decision in which it ruled that pension plan participants have a
contractual right based on an implied-in-fact contract theory, but consistent with a stipulation of the parties, the Court did not
decide whether that contract had been impaired or whether any such impairment was legally justif,red. The defendants State
officials have publicly stated that they believe the Superior Court's ruling was not legaliy justified. On October 3,2011,
defendants fìled a Petition for Issuance of a Writ of Certiorari and Supporting Memorandum of Law with the Rhode Island
Supreme Court. On November 22,2011, the Supreme Court denied the petition for Writ of Certiorari. On January 2,2013,
the Court ordered the parties to participate in mediation, which is ongoing. The parties are scheduled to report back to the
court on November 12,2013.

In addition, in June 2072, ceftain unions, active employees, r'etired state employees and associations of retiled state
and municipai employees who maintain they are current beneficiaries of Employees Retirement Sysiem of Rhode Island
commenced five separate lawsuits in State court challenging the Retirement Security Act. The five cases are: Rhode Island
Public Employees' Retirement Coalition v. Chafee, C.A. No. 12-3166; Bristol/Ilarren Regional School Employees, Local
5Bl , AFSCME, Council 94 v. ChdJþe, C.A. No. 12-3167; Rhode Island Council 94, AFSCME, AFL-CIO, eÍ al v. Chctfee, C.A.
No. l2-3l68 and Woonsocket Fire Fighters, IAFF Local 732, AFL-CIO v. Chafee, C.A. No. 12-3579.In each of the hve
cases, the plaintifß alleged that the Retirement Security Act violates the Contract Clause, the Takings Clause and the Due
Process Clause of the Rhode Island Constitution. In addition, in Rhode Island Public Employees' Retirement Coalition v.

Chafee, C.A. No. 12-3166 case, the plaintiffs also allege counts for promissory estoppel and bleach of contract. The State has
indicated that it intends to vigorously contest the lawsuits.

On August 11 ,2012, the defendants filed a motion to dismiss the Rhode Island Public Employees' Retirement
Coalition v. Chafee, C.A. No. 12-3166 case on the ground that Rhode Island's pension legislation does not create a contact
with ERSRI participants and that general contract principles, such as implied contracts, cannot be used to determine whether
a state statute creates a contract. ln the remaining four cases, the defendants filed motions for more definite statements in
which they argr.re that it is not clear from the plaintiffs' pleadings what purported contract or contract(s) plaintiffs allege have
been impaired. The defendants also moved in the altemative and asked the Courl to dismiss the remaining four cases if the
Court concluded that the plaintiffs' purported contracts derive fíom Rhode Island's pension legislation. A hearing on
defendants' motions was held in December 2012. The parties have not yet received a decision on those motions. On January
2,2013, the Court ordered parlies to participate in mediation which is ongoing. The parties are scheduled to repoft back to the
court on November 12,2013.

An adverse judgmeni to the State renrjered in the iiiigation could significantly irrcrease the Towr.r's Ailrual Required
Contribution. If there were to be a signifìcant increase in the ARC, the Town may be required to (i) raise additional revenLre,
(ii) reduce Town services, (iii) implement a combination of the foregoing, or (iv) take any other measures as necessary.
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Locally Administered Pension Plans Experience Study

As a result of legislation passed by the Rhode lsland General Assembly in 2011, cities and towns were required to
complete an experience study of any locally administered pension plan by April l, 2012.The Town's experience study was
completed for the Town Plan and was submitted to the State pursuant to this legislation. Due to the fact that the Town Plan
was determined not to be in critical status (unfunded ratios below 60%), the Town was not required to submit a Funding
Improvement Plan.

Other Post-Employment Benefits

In addition to pension benefìts, cities and towns may provide retired employees \¡/ith health care and/or life
insurance benefits. The Governmental Accounting Standards Board ("GASB") promulgated its Statement Nos. 43 and 45,
which require public sector entities to report the future costs of these non-pension, post-employment benefits in their
financial statements. These accounting standards do not require pre-funding such benefits, but the basis applied by the
standards for measurement of costs and liabilities for these benefits is conservative if they continue to be funded on a pay-
as-you-go basis and will result in larger yearly cost and liability accruals than if such benefits were pre-funded in a trust
fund in the same manner as traditional pension benefits.

The Town and School Department provide postemployment health insurance benefits, or compensation in lieu of
postemployment health insurance benefits, to eligible retirees for a specified maximum number of years. Eligibility is
determined based on years of service, employee age, and other available health care coverage. The Town and School
Department fund these benefits on a pay-as-you-go basis. During the year ended June 30, 2012, postemployment benefits
totaling 5126,282 were received by eleven participants. Over the past three years, the Town has made the following
required contributions :

Other Pos templovment BeneÍits

X'iscal Year
Annual Required

Contribution
Actual

Contribution
Percent

Contributed

Unfunded

Liability(r)
Funded

Ratio
20t2 s 266,076 S t26,282 47.46 % 52,629,923

20tt 258,326 114,6'70 44.39 2,629,923

2010 224,867 119,000 52.92 1,9s4,239
(l ) Assurnes discount :a|e of 4Vo and health care cost trend rates of 8% declining to 4.5Yo annually

0.00 %
0.00

0.00

Contributions in the amount of $150,882 and 5129,766 have been budgeted for fiscal year 2013 and 2014,
respectively. The actual conhibutions are based on an altemative calculation method allowed by GASB based on the small
number of plan participants.

PROPERTY TAXES

General

Under Rhode lsland Law, Rhode Island municipalities, including the Town, are restrictecl from levying general
taxes except ad valorem taxes upon real and personal property, and an excise tax on motor vehicles. Valuations of real and
personal ploperfy are assessed annually as of December 3l ancl the levy thereon may be paid in full or quarterly without
penalty, at the taxpayer's option. tn Little Compton, the Fiscal Year begins July I with taxes for the prior December 3l
assessmentpayable in full on September 15 or quarterly on September 15, December 15, March 15 and June 15. No
discount is allowed by the Town for advance payment of taxes. There is a 12 percenl per annum late payment charge on all
delinquent taxes including quarterly payments when not made in time.

Tax Limitations

Rhode Island General Laws Section 44-5-2 lirnits the amount by which a city or town may increase ìts tax levy
unless it qualifies for certain exemptions relating to loss of non-property tax revenue, emergencies, payment of debt service
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and substantial inctease in the tax base necessitating significant expenditures. For fiscal year 2013 and thereafter, the tax
levy cap is four percenr (4.00%) in excess of the prior year levy.

Any levy in excess of the percentage increase as specified in subsection (a) or (b) of Section 44-5-2 shall be
approved by the af,fi tmative vote of at least four-fifths (4/5) of the fuIl membership of the governing body of the city or town
or, in the case of a city or town with a financial town meeting, the majority of electors present and voting at the financial
town meeting shall also approve the excess.

Section 44-5-2 makes it clear that nothing contained therein constrains the payment of obligations as described by
Section 45-12-l ofthe Rhode Island General Laws, which provides that the outstanding notes, bonds and contracts of cities
and towns shall be paid and be fulfilled and that the power and obligation of each city and town to pay its general obligation
bonds and notes shall be unlimited and each city and town shall levy ad valorem taxes upon all taxable property within the
city or town for the payment of such bonds and notes and interest thereon, without limitation as to rate or amount, except as
otherwise provided by or pursuant to law.

Motor Vehicle Excise Tax

The General Assembly passed legislation during the 1998 Legislative Session that eliminates municipal authority to
levy an excise tax on motor vehicles and trailers after fisoal year 2007 which was subsequently lestol'ed as palt of the State
2010 Supplemental Budget. The earlier legislation required cities and towns to exempt a specified value on all motor vehicles
subject to taxation and contemplated a full phase out over a period of time.

To offset State budget deficits, commencing in2002, the General Assembly amended this legislation to extend this
phase-out period and increased the exemption amount. The exemption for fiscal year 2010 was $6,000. However, the State
fiscal 2010 Supplemental Budget reduced a portion of the fourth quarter motor vehicle tax reimbursement to cities and towns.
The loss to the Town was approximately 5266,918 for the fiscal year ending June 30, 2010. In addition, the FY201l State
budget reduced the exemption from $6,000 to $500 starting in fiscal year 201I and thereafter. Furthermore, cities and towns
may provide an additional exemption of any amount above $500. Any additional exemption above $500 that is provided by
cities and towns shall not be subject to reimbursement by the State. Reimbursement to cities and towns is ratably reduced to
an annual appropriation. The Townreceived $23,548 in fiscal year2012, as compared to$25,292 in fiscal year 2011 and
approximaiely 5292/10 in fiscal year 2010. The Town's 2013 and 2014 budgets maintain the exernption at $6,000.

Assessed Valuation

The following table indicates assessed valuations oftaxable real and personal property for the years2008-2012:

Real Estate

Motor Vehicles

Tangible Personal

Total

Iæss Exenrptions

Net Total

Full Value Ratio ofAssessment

Estimated Full Value

t2t3t/2008

(FY201 0)

$ I ,987,91 8,097

3s,049,234

9,487,394

t2/3lt200gG\

(FY20r | )

t2l3u20t0
(FV2012)

t2t3u20tt
(FY2013)

12/3lt20t2P)

(FY2014)

$1,794,16'7,067

36,537,566

9,252,083

$ r,816,073,967

43,0s7,212

9,6t8,497

$1,820,6s7,467

45,543,630

9,691,899

$ 1,854,608,167

44,s03,908

9,78s,rs4

$2,032,454,725

(28,674,837)

$ 1,839,956,716

(31,615,762)

s1,868,749,676

(35,755,047)

91,87s,892,996

(3s,7t5,960)

sl,908,897,229

(34,905,654)

(1) Revaluation.

(2) Statistical U p date.

$2,003,779,888

r00.00%

s2,032,454,725

$ 1,808,340,954

100.00%

sI,839,9s6,716

$1,832,994,629

100.00%

$t,868,749,676

$ 1,840, r77,036

100.00%

$1,87s,892,996

$ 1,873,991,575

100.00%

sl,908,897,229
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Principal Taxpayers

The following table sets forth the principal taxpayers of the Town and the assessed valuation of property held by
such taxpayers as of December 3 1 , 2012:

Taxmyer
Sakonnet Golf Club
Higgins, Robert J & Mary D
Wagner, Ellen S TTEE

Merriman, David W
Wattles, Guardon B

ADK Lrc
Carpenter, Benjanrìn &. l-nigh Worcester
Johannessen, Siguard W'

Conaway, D Allen ET AL
O'Connor, Stephen L&, Lucy C

TOTAL

Nature ofBusiness
Golf Course

Residential
Residential

Residential

Residential
Res idential
Residential
Residential

Residential

Residential

Assess ed Valuation
$ 10,s46,300

8,054,300

1,521,800

7,s09,800

7,380,900

7,134,700

6,997,600

6,44s,800

6,406,300

6,093, I oo

o/o ofTotal
Valuation

0.s6%

0.43

0.40

0.40

0.39

0.38

0.3'l

0.34

0.34

0.32

3.93Yo

Analysis of Property

The following table shows an analysis of taxable real and personal property in the Town, assessed as of December
31,2009 and as reflected in the Tax Rolls for the fiscal year ended June 30,2011:

Residential

CommerciaVlndustrial

Tangible
Motor Vehicle

oÂ of Total Ass ess ed Valuations
Town State

9s.s7 % 1s.29 %
2.86 17.43

0.51 3.29

1.05 3.99

100.00 % 100.00 %
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Schedule of Tax Rate, Property Tax Levy and Collections

By State law, valuations are assessed each December 31, and the levy thereon may be paid in full or quarterly
without penalty at the taxpayer's option. In Little Compton, the Fiscal Year begins July 1, with taxes on the prior December
3l assessment payable in full on the following September 15 or quarterly on September 15, December 15, March 15 and
June 15. The following is a schedule oftax rate, levy and collected taxes as ofJune 30 ofthe indicated years:

Current and Prior Year Collections(l)

Years Ended

June 30 Assessments

Total

Collections Balance Due

Delinquent Taxes

OwedPercent of
Current Assessments

Percent
Collected

2013

2012

20lt
2010

2009

2008

2007

2006

200s

2004

$ 10,1s3,414

10,004,516

9,850,654

9,441,514

9,459,376

9,001,274

8,568,543

8,170,104

7,ss0,740

6,862,648

$ 10,328,064

995,549,387

983,193,776

927,723,166

941,865,082

890,856,088

850,170,836

8t1,373,028

749,486,4s2

684,892,270

t0tj2 %

99.s 1

99.81

98.26

99.58

98.97

99.22

99.31

99.26

99.80

266,826

561,492

539,403

501,500

333,601

320,609

257,312
))1 )1\
267,667

235,235

$ 2.63 %

5.61

s.48

5.31

3.53

3.s6

3.00

2.78

3.54

3.43

(l) Includes interest on deliquent taxes
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Comparative Financial Statements

Set forth below are comparative financial statements for fiscal years 2008 through 2012,which were prepared from
audited financial statements :

Fiscal Years trdcdJune 30,

2008 2009 20 l0 201 I 2012

As s ets

Cash and ìnvestrnents

Receivables

Property ta)€s

Intergovemmental

Agr¡cultural trus t

Olher

Prepaid erpenses

Inventory

Due ftom other funds

Total assets

Liabilities and F\¡nd ßalances

Liabilities:

Accounts payable and accrued epenses

Due to federal and/or state govemments

Due to other funds

Defer¡ed revenue

Other liabilities

Total Liabilities

Fund Balance:

Nonspendable

Committed

Ass igned

Unassigned

Reserved for encumberances

Reserved for ne>c year's appropriations

Unreserved

Total fund balance

Total liabilities and fund balance

$ 1,72s,921

320,609

1 s,1 04

22,632

50

1,648,513

333,601

15,104

26,715

19,555

1,391,379

5 t 6,016

100,407

ls,l04

13,546

343,257

1,346,877

538, t05

19,514

51,859

1,909

21,975

182,796

s $ t,267,038 $

478,t13

47,935

t7,593

l,660

243,2s7

$

$ 2,084,316 $ 2,043,488 $ 2,0ss,596 $ 2,379,7W $ 2,1 63,03s

$

$

38,774

r,809

42,98s

2t1,s67

15,259

1,713922

35,931

I,809

42,985

218,47t

8,946

24,M2 $$ $ u,9s8 $ I 05,7 l6

t50,335

281,277

30,290

142,985

355,496

28,568

5,288

302,050

$ 308,142 $ 486,344 $ 592,007 s 413,0s4

$ $ $ 28,6s0

60,000

3 t3,854

t,385,1 98

23,884

60,000

297,590

1,368,507

$

ß6,qJ4

1,538,M2

37,597

I,53 I,655

$ 1,773,922 $ 1,735,346 $ t,s69,2s2 S 1,787,702 S 1,749,981

$ 2,084,316 $ 2,M3,488 $ 2,0ss,s96$2,319,10992,163,03s
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Fiscal Years Ended June 3Q

2008 2009 201 0 2011 2012

Rewnues:

Cæneral pmperty ta)€s and penalties

lntergovemmental

Donation l€venues

Departmental and other revenue

Licenses, pcrmits, and fees

Beach receþts

.lnvestment income

M iscellaneous

Total re\.€nue

&¡rnditures:

Ceneral govemment

Financial admin is tration

Public safety

Public worls

Transfer station

Public welfare

Health and human services

Culture and recrcation

Capital outlay

Miscellaneous

Parks, recrcation, and other sedices

Debt service:

Princþal payments

Intercst and fiscal charges

Administrative charges

Total expenditures

Ecess (deficiency) of revenues over epend itures

Other frnancing sources (uses):

Tr¿nsfers between funds

Ercess of ependitures and otlìer uses

over revenues and other financing sources

Fund balance, beginning ofyea¡ as restated

Fund balance, end ofyear

$ $8,922,601

475,580

417,618

t64,931

Ø,520

12,763

9,462,4s7

4t4,s32

401,634

137,ó80

50,469

26,924

9,398, t04

412,610

3l ó,81 I

161,860

12,352

12,01I

9,882,s70

,{4s,983

175,000

154,1 l0
256,,o17

159,954

3,468

8,476

10,086,270

144,765

137,t85

1)) 41ñ

172,351

2,4t8

14,293

$

$ 10,058,013 $ 10,493,696 $ 10,313,748 $ il,08ó,478 g 10,879,7t2

s 1,412,144

tc2,674

1,436,678

296,t49

161,258

3,600

35,017

231,404

27,937

6,118

t,4s4,s32

217,138

t,s18,072

302,890

187,782

4,800

42,379

249,446

66,s61

574

I,572,663

206,976

l,5l5,l l7

243,627

160,932

3,600

44,939

265,808

65,000

t,76s,120

2t4,547

1,902,005

525,301

t48,s9l

5,000

43,768

276,934

1,750,585

227,614

t,814,328

248,230

122,681

297,275

1 60,000

28,864

$ $ $ $

270,000

50,569

1,7s9

270,000

61,664

2,831

265,000

50,991

260,000

37,479

$ 4,12s,967 $ 4,378,669 $ 4,394,659 $ 5,178,745 $ 4,649,577

s s,932,046 $ 6,1 1s,027 $ 5,919,089 $ 5,907,733 $ ó,230,13s

(s,932,2s1) (6,re,69s) (6,141,626) (6,1s0,706) (6,267,8s6)

$ (205)$(4e,668)$Q22,s37)$Q42,e73)$(37,721)

t,774,127 1,785,014 t,791,789 2,030,675 t,787,7U

$ 1,773,922 $ 1,735,346 S 1,s69,2s2 g 1,787,702 $ 1,749,981
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Reporting Requirements of Municipalities and School Districts

In June 2003, the Rhode Island General Assembly passed new financial reporting requirements for municipalities in
order to ensure that municipalities and school districts monitor their financial operations on an ongoing basis and to prevent
potential budget deficits (Rhode lsland General Laws ç 45-12-22 (the "Financial Reporting Act")).

Reporting

The chief frnancial officer of the municipality must submit monthly reports to the municipality's chief executive
officer, each member of the city or town council, and school district committee certifying the status of the
municipal budget, including the school department budget or regional school budget.

The chief financial officer of the municipality must also submit quarterly reports to the State Office of
Municipal Affairs certifoing the status of the municipal budget. The chief financial offìcer of the school
department or school district shall certify the status of the school district's budget and shall assist in the
preparation of these reports.

lf any reports project a year-end deficit, the chief financial officer of the municipality must submit a corrective
action plan, providing for the avoidance of a year-end deficit, to the State Office of Municipal Affairs no later
than thirty (30) days after completion of his or her monthly budget analysis.

It at the end of the hscal year, the chief financial officer determines that it is likely that the city or town's
general fund or combined general fund and unrestricted school special revenue fund will incur a deficit, the
municipality must immediately develop a plan to eliminate the accumulated year-end deficit by annual
appropriation over no more than five (5) years. This plan must be submitted to the State Auditor General for
approval.

Re s tr ict io ns and Requir ements

No municipality can sell long-term bonds in order to fund a deficit without prior approval by the Rhode Island
Auditor General and the Director of the Rhode Island Department of Administration.

No municipality can incur expenditures or obligate the municipality to expend unbudgeted amounts in excess of
$100,000 without fìrst notifying the city or town council of the proposed expenditure and identifliing the source
of funding. Any such expenditure must be ìncluded in the chief financial officer's monthly report.

No school committee or school department can incur accumulated unbudgeted expenditures in excess of
$100,000 without notifliing the chief financial officer of the municipality of the proposed expenditure and
identiffing the source of funding. Any such expenditure must be included in the chief financial officer's
monthly report.

School committees, boards or regional school districts that are independent government entities within a
municipality must cooperate in providing to the chief financial officer all information needed to formulate his or
her reports and the cleficit elimination plan.

Remedies

If a municipality does not comply with the requirements of the Financial Reporting Act, the State Auditor
General or State Office of Municipal Affairs, through the Director of Administration, may elect any or all of the
following remedies:

- Petition the Superior Court for mandatoly injunctive relief seeking compliance with the provisions of the
Financial Reporling Act;

a

a

a

a

a

a

a

a
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- ln the event a municipality fails to provide a year-end deficit elimination plan, implement a financial
review cornmission pursuant to Rhode lsland General Laws Section 45-9-3; or

- Withhold State Aid.

a lf a school committee or board fails to cooperate with the municipality or provide all information requested by
the chieffinancial officer needed to formulate a plan:

-The Auditor General or the Director of Administration may petition the Superior Court to order the school
committee or board to cooperate; and

-The Director of Administration may also direct the Rhode Island Controller and General Treast¡rer to
withhold state aid from a school committee until the school committee or board cooperates in the
formulation of the plan.

The Town has not been advised by the Auditor General or Director of Administration that it is not in compliance
with the Financial Reporting Act.

State Oversight

On June I 1 , 201 0, the Rhode Island General Assembly enacted "An Act Relating to Cities and Towns-Providing
Financial Stabilrty" the purposes of lvhich are (l)to provide a mechanism for the State to work.¡vith cities and towns
undergoing financial distress that threatens the fiscal well-being, public safety and welfare of such cities and towns, or
welfare of other cities and towns or the state, and (2) to provide stability to the municipal credit markets for Rho<ie Islanci anci

its cities and towns through a predictable, stable mechanism for addressing cities and towns in financial distress.

The Financial Stability Act prohibits municipalities from filing for judicial receivership and clarifies that the
Superior Court has no jurisdiction to hear such matters.

The Financial Stability Act gives the State, acting primarily through the department of revenue, the power to
exercise varying levels of suppod and control depending circumstances. It creates three levels of State oversight anci control:
Level l--Fiscal Overseer, Level lI-- Budget Commission, and Level III -- Receiver. The State director of revenue, in
consultation with the auditor general, may skip fiscal overseer and budget commission by appointing a receiver in a fiscal
ernergency.

Fiscal Overseer (Level I)

A fiscal overseer may be appointed by request of the municipality, or the State director of revenue may appoint a

fiscal overseer if the director finds, in his or her sole discretion, that any two of the following events have occured whereby
the city or town:

o Projects a deficit in the municipal budget in the current fiscal year and again in the upcoming fiscal yeat
. Has not filed its audits with the auditor general by the deadlines required by law for two (2) successive fìscal years

(not inch.rding extensions authorized by the auditor general)
o Has been downgraded by one ofthe nationally recognized statistical rating organizations
o Otherwise unable to obtain access to credit markets on reasonable terms
. Does not promptly respond to requests made by the director ofrevenue, or the auditor general, or the chairpersons of

the house or senate hnance committees for financial information

The directol of revenue rnay also appoint a fiscal overseer for failure to comply with the financial reporting and

action pian rec¡uilements relating io budget tieficits. A fiscal overseer acts in an advisory capacity to municipal officials,
approves budgets and reports to State officials regarding progress.
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Budget Commission (Level II)

A budget commission may be established by request of a municipality or without such a request, if the fiscal
overseer reports to the State director of revenue that the city or town is unable to present a balanced municipal budget, faces
a fiscal crisis that poses an imminent danger to the safety of the citizens of the city or town or their property, will noi achieve
hscal stability without the assistance of a budget commission, or the tax levy of the fiscal year should not be approved, or
otherwise determines that a budget commission should be established. A budget commission is composed ìÌ five (5)
members: three (3) designees of the director of revenue, the elected chief executive offlrcer of the city, and the president of the
city or town council (or in cities or towns in which the elected chief executive officer is the president of the city or town
council, then the appointed city or town manager). A budget commission has more significant powers over financiàl matters,
including but not limited to the power to:

o Amend, formulate and execute annual and supplemental municipal budgets and capital budgets;
r Reorganize, consolidate or abolish municipal deparlments, commissions, authorities, boards, offices or.functions;
. Issue bonds, notes or certiftcates ofindebtedness to fund a deficit ofthe city or town, to fund cash flow and to

fìnance capital proj ects.

Receiver (Level III

The State director of revenue may appoint a receiver if the budget commission recommends appointment of a
receiver after concluding that its powers are insufficient to restore fiscal stability to the city or town. A receivêr may exercise
any function or power of any municipal offìcer, employee, board or commission and has the power to file on behalf of a city
or town for bankruptcy in federal bankruptcy court.

The Town is not cumently subject to the Financial Stability Act.

LITIGATION

The Town has several lawsuits pending. In the opinion of Town Off,rcials, there is no litigation pending against
the Town which, either individually or in the aggregate, would result in judgments that would have a materially adierse
effect on the Town's financial position or its ability to meet its debt service obligations.

TOWN OF LITTLE COMPTON

By:
Mary-Jane M. Harrington
Treasurer
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EsLGCÐ
CPAs/ Business Advisors

Independent Auditors' Report

The Honorable President and Members ofthe Town Council
Town of Little Compton, Rhode Island
Little Compton, Rhode Island

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 Little Compton, Rhode Island (the Town) as of and for the year ended June 30, 2012,
which collectively comprise the Town's basic fînancial statements as listed in the table of contents.
These financial statements are the responsibility of the Town's management. Our responsibility is to
express opinions on these financial statements based on our audit.

'We conducted our audit in accordance with auditing standards generally accepted in the
United States and the standards applicable to f,tnancial audits contained in Government Auditins
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 st¿tements 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 estitrrates made by management, as well as evaluatiirg 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 ofthe govemmental activities, discretely presented component
unit, each major fund, andthe aggregate remaining fund information of the Town of Little Compton,
Rhode Island as of June 30, 2012, and the respective changes in financial position for the year then
ended, in conformity with accounting principles generally accepted in the United States.

In accordance with Government Auditine St¿ndards. we have also issued our report dated
December 28,2012 on our consideration of the Town's intemal 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 ofthat report is to describe the scope of our testing ofinternal 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 Auditins Standards and should be read in conjunction with
this report in considering the results of our audit,

A Limiled Liabilily Pttnership
10 Weybosset Street, Suite 700, Providence, RI 02903 . (p) 401 ,421 .4800 . I 800 927 LGCD . (Ð 401 421 0643 . www lgcd.com
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Independent Auditors' Report (Continued)

The Honorable President and Members of the Town Council
Town of Little Comptor¡ Rhode Island

Accounting principles generally accepted in the United States require that Management's
Discussion and Analysis on pages 3 through 13, the budgetary comparison schedules on pages 57
through 59 and the historical pension and OPEB information on pages 60 through 62 be presented to
supplement the basic financial statements. Such information, although not a paft 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, 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 suffrcient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Town's basic financial statements. The supplementary schedules on pages
63 through 65 are presented for purposes ofadditional analysis and are not a required part ofthe basic
financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements.
The supplementary schedules have been subjected to the auditing procedures applied by us in the audit
of the basic financial statements and certain other procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States. In our opinion, the information is fairly stated in all material respects in
relation to the basic financial statements as a whole.

ff(r'/9í{F
December 28,2012
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TOWN OF LITTLE COMPTON. RHODE ISLAND

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JLINE 30,2OI2

As management of the Town of Littie Compton, Rhode Island (Town), we offer reaclers of the'I'own's
financial statements this na¡rative overview and analysis of the financial activities of the Town for the
fiscal years ended June 30, 2012 (FY 2012) and20l1 (FY 20II). We encourage readers to consider the
information presented here in conjunction with additional information found within the financial
statements.

Financial Highlights

The General Fund assets of the Town exceeded its liabilities as of June 30, 2012 and201I by
SI,7 49,98I and SI,7 87,7 02, respectively.

a

The School Department assets exceededits liabilities as of June 30, 2012 and June 30, 20IIby
S663,858 and $1,384,41 4, respectively.

The Town's total bonded debt as of June 30, 2012 was $485,000, consisting of General
Obligation Bonds of $210,000 and $275,000 of revenue bonds related to the Wastewater
Treatment Facility. During 2012, $160,000 was paid in principal and $28,864 was paid in
interest on the bonds.

Overryiew oi the Financiai Statements

This discussion and analysis is intended to serve as an introduction to the Town's basic fînancial
statements. The Town's basic financial statements consist of three components: l) government-wide
financial statements; 2) fund financial statements; and 3) notes to the financial st¿tements. This report
also contains other supplementary information in addition to the basic financial statements themselves.

Government-wide statements The government-wide financial statements are designed to provide
readers with a broad overview of the Tolvn's finances in a manner similar to a private sector business.
The statements provicie both short-term and long-term iniormation about the Town's financial position,
which assists in assessing the Town's economic position at the end of the fiscal year.

The government-wide financial statements include two statements:

Statement of net assets - Presents all of the government's assets and liabilities, with the difference
reported as net assets. The amount of net assets is widely considered a good measure of the Town's
financial health as increases and decreases in the Town's net assets serve as a useful indicator of
whether the Town's financial position is improving or deteriorating.

a

a
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TOWN OF LITTLE COMPTON, RHODE ISLAND

MANAGEMENT' S DIS CUS S ION AND AN ALY SI S (CONTINTTED )

YEAR ENDED JLINE 3O,2OT2

Government-wide statements (continued)

Statement of activities - Presents information showing how the government's net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported for
some items that will not result in cash flows until future fiscal periods (e.g., uncollected taxes and earned
but unused vacation leave).

Both of the government-wide financial statements distinguish functions and activities that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions and
activities that are intended to recover all or a significant portion of their costs through user fees or
charges (business-type activities). The governmental activities of the Town include the broad functions
ofgeneral government; public safety; educatioq public works; parks, recreation and other services; and
the major services provided within each category. The Town has no business-type activities to report.

In the statement of activities, the operations of the Town are presented in a format that reports the net of
expenses and revenues of its individual functions - the objective being to report the relative burden of
each of the Town's functions to the taxpayers. Revenues offsetting related functional expenses are
separated into three categories: charges for services, operating grants and contributions, and capital
grants and contributions.

The government-wide financial statements can be found on pages 14-16 of this report.

Fund financial statcments Traditional users of governmental financial statements will find the fund
financial statement presentation to be most familiar. A fund is a grouping of related accounts that is
used to keep control over resources that have been allocated to specific projects or activities. The Town
uses fund accounting to ensure and demonstrate compliance with several finance-related legal
requirements.

All ofthe Town's funds can be divided into two categories as follows

Governmental funds Most of the basic services provided by the Town are financed through
governmental funds. Governmental funds are used to account for the same functions reported as

governmental activities in the government-wide financial statements. These funds are reported using the
modified accrual basis of accounting, which measures cash and all other financial assets lhat can readily
be converted to cash. The focus is also on the balances left at the end ofthe fiscal year available for
spending. These statements provide a detailed short-term view of the Town's finances that assist in
determining whether there will be adequate financial resources available to meet current needs.

4
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TOWN OF LITTLE COMPTON, RHODE ISLAND

MANAGEMENT' S DIS CUS SION AND ANALY SI S (CONTINUED)

YEAR ENDED JTINE 30,2OI2

Fund financial statements (continued)

G ov er nme nta I funds (c o ntin u ed)

The basic governmental fund financial statements can be found on pages 17-20 of this report.

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

The Town maintains thirty-six individual governmental funds. lnformation is presented separately irr
the governmental fund balance sheet and in the governmental fund statement of revenues, expenditures,
and changes in fund balances for the General Fund and School Department, which are considered to be
major funds. Data for the other governmental funds are combined into a single aggregated presentation.

The Town adopts an annual appropriated budget for its General Fund. Budgetary comparison schedules
have been provided for ihe Geüeral Fund and School Departrnent to demo¡rstrate compliance with
budgets andare presented on pages 57-59 of this report.

The individual governmental funds are summarized into two types of funds - major and nonmajor,
consisting of the following:

Major Fund - General Fund - this fund reports all f,rnancial resources except those required to be
reported as School funds.

Major Fund - School Department - this fund reports all f,rnancial resources fhaÍ are committed to be
incurred for educational purposes.

Nonmajor Govemmental Funds - these funds report the proceeds of specific revenue sources that
are legally restricted to expenditure for specified purposes. Includes financial resources used for
the construction and or acquisition of major capital projects and permanent funds thatare legally
restricted to the extent that only earnings may be used for purposes that support the Town's
programs.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED JTINE 3O,2OI2

Fund financial statements (continued)

Fiduciaryfunds

Such funds are used to account for resources held for the benef,rt of parties outside the Town
government. Fiduciary funds are not reflected in the government-wide financial statements because the
resources of these funds are not available to support the Town's own programs. The full accrual basis of
accounting is used for .f,rduciary funds. The Town is responsible for ensuring that the assets reported in
these funds are used for their intended purposes.

The Town maintains the following two types of fiduciary funds

Pension Trust Fund - these funds consist of all trust arrangements under which principal and
income benefit individuals , private organizations or other governments.

2. Agency funds (i.e., Student Activity Fund) - these funds report resources held in a purely custodial
capacity for individuals, private organizations, or other governments.

Notes to the 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 can be found on pages 23-56 of this report.

Other information In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information. Required supplementary information
includes a schedule detailing the Town's progress in funding its pension and other postemployment
benefit obligations, as well as budgetary comparison schedules for the General Fund and the School
Department to demonstrate compliance with their respective budgets. Required supplementary
information can be found on pages 57-62 ofthis report.

Governrnent-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government's financial
position. In the case of the Towrl assets exceeded liabilities by 86,723,227 andS7,l2I,308 as of June
30, 2012 and 2011, respectively. This decrease was primarily due to a decrease in program revenues
and increases in public safety and education operating expenses.

At June 30,2012, one ofthe largestportions ofthe Town'stotal netassets (640/o) reflects its investment
in capital assets (e.g., land, construction in progress, land improvements, infrastructure, building and
improvements, offlrce equipment, computer equipment and software, vehicles, machinery and
equipment, and textbooks and library books), less any related debt used to acquire those assets that is
still outstanding. The Town uses these capital assets to provide services to its residents; consequently,
these assets are not available for future spending. Although the Town's investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used to liquidate these
liabilities.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED JIINE 30,2OT2

Government-wide Financial Analysis (continued)

The Town's financial position is the product of several financial transactions including the net results of
activities, the acquisition and payment of debt, the acquisition and clisposal of capital assets, and the
depreciation of capital assets.

Town of Little Compton's Net Assets - Primary Government

2012 2011

Assets:
Cr¡¡rent and other assets
Capital assets

Total assets

Liabilities:
Other liabilities
Long-term liabilities

Total liabilities

Net assets:

I¡vested in capital assets, net of
related debt

Restricted
Unrest¡icted

$ $3,920,888
4,960,454

4,614,311
4.s51.473

8,881,342 9,231,784

t,194,137
963,918

954,878
1,1 55,598

2,158,115 1 110,416

4,210,510
5 83,1 04

l,869,553

3,66t,997
682,396

2,116,915

Total net assets $ 6,723,227 $ 7,121,308

As of June 3A,2012 and2011, cash and investments totaled 92,852,751 and $3,753,943, respectively,
for the primary government.

At the end of fiscalyear 2012 and20ll, the Town is able to report positive balances in all categories of
net assets.

Component unit. The assets of the Town's Component Unit, the Agricultural Trust, exceeded its
liabilities by 517,486,992. Net assets invested in capital assets, net of related debt, comprises
$15,843,014, or 9Io/o of total net assets. The remaining balance of net assets of the Agricultural Trust,
totaling 51,643,97 8, is urrestricted.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

MANAGEMENT' S DIS CUS SION AND AN ALY SI S (CONTINUED )

YEAR ENDED JTINE 30,2OT2

Torvn of Little compton's changes in Net Assets - Prirnary Government

2012 2011

Revenues:
Program revenues:

Charges for services
Operating grants and contributions
Capital grants and contributions

General revenues:
Real estate and property taxes
Motor vehicle phase-out
Realty transfer ta></fe e

General state aid
State aid school housing
Telephone tax
Meal tax and hotel tax
Eamings on investments
Other

Total revenues

Expenses:
General govemment
Financial admi¡istration
Public safety
Education
Public works
Transfer station
Parks, recreation and other services
Interest on debt

Total expenses

Ílcrease (decrease) in net assets

Net assets, beginning of year

Net assets, end of year

$ $751,463
924,316
4s,173

56 1,856
1,1 15,883

492,319

9,929,200
23,059
56,883
12,131
56,221
39,304
41,400
14,080

10,039,095
23,665

103,953
25,360
56,692
2,122

31,811
3,123

19,613 2695

12,033,652 t2,353 ,671

7lt,992
294,508

3,045,334
7,311,006

349,230
122,681
561,259

23,123

794,934
286,918

2,763,411
6,981,233

321,051
148,591
734,497

30,331

12,431,733 12,012,918

(398,081)

7 121 308

280,693

6,840,615

$6, 123,227 $ 7,121,308
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TOWN OF I-ITTLE COMPTON, RHODE ISLAND

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED JI-INE 30,2OI2

The Town's net assets decreased by 5398,08I in20l2 and increased by $280,693 in2}ll

The majority of general revenues are tax collections from the Town's taxpayers, which represents 83%o

and80o/o oftotal revenues for f,rseal years 2012 and2011, respectively.

The Town's most significant expense is education, which :r;r2012 represented 59%o of total expenses,
followed by public safety at24o/o.

Financial Analysis of Governmental Funds

As noted earlier, the Town uses fund accounting to ensure and demonstrate compliance with finance-
related le gal requirements.

As of June 30, 2012,the Town's governmental funds reported combined fund balances of $3,145,79A;
approximately $1,350,000 constitutes unassigned fund balance, which is available for spending at the
Town's discretion. Approximately $1,184,000 constitutes committed and assigned fund balance, which
has been designated by the Town Council for specific purposes. Approximately 5573,000 is restricted
by outside parties to be used for specific purposes. The remainder of the fi.rnd balance is nonspendable,
representing amounts legally required to be maintained intacl unexpendable inventory or prepaid items.
As of Juire 3A, 2011, the governmental funds reporied combined fund balances of $4,C7 5,857 .

The General Fund had a fund balance of 5I,749,98I and $1,787,702 at June 30, 2012 and 2011,
respectively.

The School Fund balance is $663,858 and $1,384,414 at June 30, 2012 and20II, respectively. The
decrease is primarily a result of initial costs related to the school renovation project.

The fund balance of the Nonmajor Governmental Funds is $731,951 and 5903,741as of June 30,2012
and 20 1 1, respectively.

General Fund Budgetary Highlights

The Town finalizes its original budget at the Town Meeting in May of each year. Various transfers are
authorized throughout the year as needed.

For 2012, the actual charges to appropriations (expenditures) were in excess of the final budgeted
amounts by $192,006 and 5948,782 for the General Fund and School Department, respectively. For
2011, the actual charges to appropriations (expenditures) were 5678,189 and $199,101 in excess of the
final budgeted amounts for the General Fund and School Department, respectively.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED JLINE 3O,2OI2

General Fund Budgetary Highlights (continued)

For 2012, revenues were $139,787 and S351,853 in excess of the budgeted amounts for the General
Fund and School Department, respectively. For 2011, revenues were $464,735 and $380,163 in excess
of the budgeted amounts for the General Fund and School Department, respectively.

Expenditures in the General Government were approximately $169,000 over appropriations primarily
due to reporting certain expenditures as General Government that were budgeted in Financial
Administration. Expenditures in the Public Safety department were approximately $289,000 over
appropriations. Approximately $208,000 of these expenditures were unbudgeted, as prior to FY2011
they were reported in special revenue funds. In FY2011, the Town implemented GASB 54 which
resulted in certain expenses and revenues that were associated with special revenue funds in prior
reporting periods being included in the General Fund. This was pafüally ofßet by approximately
$130,000 of relatedunbudgeted revonue. The FY2012 budget did not incorporate the impact of GASB
54. Commencing with the 2014 budget, the Town will take into effect the impact of GASB 54
requirements on budget appropriations.

The General Fund is the chief operating fund ofthe Town.

General Fund Actual Comparisons (GAAP Basis)

2012 20t1 o/o Change

Revenues:
General property and tax penalties
Intergovemmental
Licenses, permits and fees

Beach receipts
Donations
Department revenues
krvestment income
Miscellaneous

Total revenues

Expenditures:
General govemment
Financial administration
Public safety
Debt service
Transfer station
Public works
Parks, recreation and other services

$ 10,086,270
144,765
322,430
112,351

$ 9,882,570
445,983
256,911
159,9s4
175,000
154,1 l0

3,468

2.|Yo
(615)%
25.5yo

1.8%
(100.0)%

(11.0)%
(30.3)%
68 6%

137,185
2,418

14,293 8 476

$ 10,879,112 $ 11,086,478 (19)%

$ 1,750,585
221,614

|,8r4,328
1 88,864
122,681
248,230
291.215

$ 1,765,120
214,541

1,902,005
297,419
148,591
525,301
325 102

(0 8)%
6.1%

(4 6)%
(36 s)%
(17 4)%
(s21)%

(8 1)%

Total expenditures

10
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TOWN OF LITTLE COMPTON, RHODE ISLAND

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED JTINE 30,2OT2

General Fund Budgetary Higtùights (continued)

Compared to prior year revenues, general property taxes and penalties increased by approximately
$204,000, intergovernmental revenue decreased by approximately $301,000; licenses, permits and fees
increased by approximately $66,000 and donations decreased $175,000. In addition, compared to prior
year expenditures, public safety decreased by approximately $88,000 and public works decreased by
approximat ely $277,000.

Capital Asset Administration

Capitøldssets The Town's investment in capital assets for governmental activities as of June 30,2012
amounts to $4,960,454, net of accumulated depreciation. The following is a summary of capital assets,
net of accumulated depreciation where applicable, as of June 30,2012 and 2011.

2012 20tl

Primary govemment:
Land
Construction in progress
Land improvernents
Buildings and improvements
Infrastructure
Machinery and equipment
Ofhce equipment
Computer equ-ipment and software
Vehicles
Textbooks and library books

$ 548,179
496,t71
21,563

2,28t,834
402,691
129,428

14,445
119,751
268,045

18,347

$ 548,179

22,615
2,346,488

411,ll8
709,892
20,231

133,335
254,348
111,261

Total s 4.960.4s4

$ I 5,843,01 4

$ 4,551,413

Component unit s 12,424,513

Additional information on the Town's capital assets may be found starting on page 37 of the notes to the
financial statements.

Factors Bearing on the Town's Future

The Town continues to experience a challenging budgeting environment due to the rising cost of
education, health care, and pension benef,rts which must be funded while facing a limited ability to
generate additional revenue. The State of Rhode Island (State), in an effort to balance its own budget,
continues to reduce and/or eliminate both State and school aid. In addition, the State has mandated a cap
for property tax increases of 4.25o/o inFY20I2 and 4.0o/o in future years. The combination of rising
costs of certain expenditures and the ability to raise additional revenue creates diffrculties in addressing
new or unexpected expenditures.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED JLINE 30,2OI2

Factors Bearing on the Town's Future (continued)

Key issues for the Town's future are an increased focus on def,rning/planning for long-term needs and
reducing reliance on tax-based revenues. Mitigating the increase in health care costs, proper funding of
other postemployment benefits (OPEB) and modifying the Town and School Union contracts are of
primary concern and must be addressed in order to implement measures to balance revenues and
expenses without tax rate increases. In response, the Town Council, in concert with the Business
Manager and the Department heads, has included these matters as primary among its duties. The Police,
Fire and Municipal Employees contracts were renegotiated for the period from July I, 2Ol2 through
June 30, 2015 and include employee pension contributions of 7o/o of salary for those employees hired
after July I,2012.

The Town Council, the School Committee and the Budget Committee have continued to work together
effectively. Efforts include continuing to investigate new sources of revenue and analyzing the Town's
current revenue streams to ensure the Town capitalizes on every opportunity available. The Budget
Committee has reformed its budgeting process to require:

¡ establishing written goals very early in the new budget cycle,
o long-term financial and capital planning,
. analysis ofbudgetto actual by expense categories,
. report generation explaining budget requests,
. mailings to the electors of the Town, and
. supplemental hearings to get voter input and explain the Budget Committee's thinking

The Town Council, Budget Committee and School Committee have worked successfully to earn grants
and low-interest loans to help fund needed capital improvements, which provide a direct benefit to the
Town's tax rates.

The Business Manager and Budget Committee are focusing on

using budget expenditures by category to permit closer tracking of cost drivers which are
enabling economies of scale,
increased attention on fund balances/trends, including capital funding, which has a direct impact
on the Town's long-term capability to meet citizen needs,
providing increased visibility to the Town on overall financial performance as a key input for
future planning and establishing budgets for the next fiscal year;
increasing the use of the MLINIS system in the budgeting process, including potential use of its
web-based portal, and
researching other available accounting systems, subject to cost and budget constraints, that are
more efficient and flexible, supporting ad hoc reporting and providing the necessary financial
information (including trends) in order that the Town can leverage its level of staffing to
maximize its efTiciency.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

MANAGEMENT'S DISCUSSION AND ANALYSIS (CONTINUED)

YEAR ENDED JTINE 3O,2OI2

Factors Bearing on the Town's Future (continued)

During FY20I2, the School Committee, the School Building Committee and the Town Council
approvedthe construction/renovation of the Wilbur & McMahon School (the Project). The electors of
the Town, at a referendum on May l, 2012, approved the issuance of not more than $11,310,000 in
bonds/notes to finance the Project. It is anticipated that the bond term will be 20 years at an interest rate
of less than 5%o with the State reimbursing 40o/o of principal and interest over the term of the bond. On
December 13,2012, the Town issued a Bond Anticipation Note (BAN) for $9,800,000 in order to cover
construction costs until such time as a bond is issued through Rhode Island Health and Educational
Building Corporation (RIHEBC) for the cost of the Project. The School Committee engaged the
services of architect for the design of the Project at an estimated cost of $750,000, of which
approximately 5423,000 was expended at June 30, 2012. The Town and School Committee are
currently negotiating the terms of the construction contract with the successful bidder, with an estimated
cost of $10,100,000. Additionally,the School Department will utilize approximately $1,100,000 of its
accumulated surplus to fund nonconstruction-related costs such as temporary classroom costs, etc.
During FY20I2, construction is anticipated to start in January 2013. Also refer to Note 7 of the
financial statements on page 50.

Keeping the level of services responsive to Town needs as the State continues to reduce the amount of
aid will require some combination of property tax increases, cost reduction andlor supplemental non-
property tax methods of revenue generation. The Town has proactively taken steps to ensure that it is
dealing with this problem on an ongoing basis.

Contacting the Town's Financial Management

This f,rnancial report is designed to provide our citizens, taxpayers, customers and creditors with a
general overview of the Town's finances and tc show the Town's accountability for the money it
receives. If you have any questions on this report or need additional financial information, your
inquiries should be addressed to:

Treasurer and Tax Collector
Town of Little Compton
P.O. Box226
40 Commons
Little Compton, RI 02837
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TOWN OF LITTLE COMPTON, RHODE ISLAND

STATEMENT OF NET ASSETS

JLINE 30, 2012

lrimary Government ComponentUnit
Governmental

Activities
Agricultural

Trust
ASSETS
Cash
Investrnents
Receivables, net:

Personal property taxes, less allowance for
doubtful accounts of $23,387

Intergovernmental
Deparfrnental and other
Agricultural Trust

Prepaid expenses
Inventories
Capital assets not being depreciated
Capital assets being depreciated, net

Total assets

LIABILITIES
Accounts payable and accrued expenses
Due to primary government
Pension obligation, net
OPEB obligation, net
Long-term obligations:

Due within one year
Due in more than one year

Total liabilities

Commitments and contingencies (Note 7)

NET ASSETS
lnvested in capital assets, net ofrelated debt
Restricted for:

Non-expendable bequests
Expendable bequests
Special revenue

Unrestricted

Total net assets

$ 2,917,970
34,781

53 8,1 05

222,910
259,074

19,514
6,275

22,259
1,044,350
3.916.104

$ 1,694,635

15,843,014

8,881,342

429,964

11,537,649

31,143
19,514

375,092
3 89,081

225,401
738,517

2,l5g,ll5 50,657

4,270,570 15,843,014

10,000
122,047
451,057

I,869,5s3 1,643,918

$ 6,723,227 s 17,486,992

See notes to financial statements.
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TOV/N OF LITTLE COMPTON, RHODE ISLAND

STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2012

Program Revenues

Net (Expense) Revenue and
Changes in Net Assets

Indirect
Expense

Allocation
Charges for

Services

Operating
Grants and

Contributions

Capital
Grants and

Contributions

$ 40,437 $

4,736

Primary
Covemment

Govemmental
Activities

Component Unit
Agricultural

TrustFunctions

Govemmental activities:
General govemment
Financial administration
Public safèty
Education
Public works
Transfer station
Parks, recreation and other services
lnterest on debt

Total primary govemment

Component unit, Agricultural Trust

Total

Expenses

$ 1,892,326
227,614

2, l 05,1 60
7 ,317,006

2'77,589
't22,681
465,634
z) 723

12,431,733

1 18.042

$ 12.549.77s $ s 2,042,499 s 924,316

$ (1,180,334) $
66,894

940,174

71,641

101,625

228,843

266,8ss
35,920

27,929
I 9l,916

751,463

l .291.036

(continued)

l5

60,1 83
760,802

r 03,33 l

924,316

(442,712)
(294,508)

(2,718,296)
(6,s20,284)

(349,230)
(94,7s2)

Q61,276)
(23.723\

$

45,173

I .655. I 00

(r 0,7 1 0,78 1 )

$ 2.828.094

$ 1,700,273 $ (10,710,78t) s 2,828,094



TOìWN OF LITTLE COMPTON, RHODE ISLAND

STATEMENT OF ACTIVITIES (CONTINUED)

YEARENDED JUNE 30,2012

Net (Expense)
Revenue and Changes

in Net Assets

Primarv Government Component Unit
Govemmental

Activities
Agricultural

Trust

General revenues:
Real estate and personal property, net of reserve for abatements
Motor vehicle phase-out

Reaþ transfer tax/fee
General state aid
State aid school housing
Telephone tax
Meal tax
Earnings on investments
Miscellaneous

Total general revenues

Changes in net assets

Net assets, beginning of year

Net assets, end ofyear s 6,723,227 g 17,486,992

$ 10,039,095
23,665

103,953
25,360
56,692
2,722

37,877
3,723

l 9,6l3
2,236
4,300

$

10.312.700 6,536

(398,081)

7,l2l,3og

2,834,630

14,652,362

See notes to financial statements.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

BATANCE SHEET

GOVER¡IMENTALFUNDS

JUNE 30,2012

Maior Funds

General School

$ 1,346,877 $ 765,468 $

ASSETS

Cash

lnvestmenls
Receivables:

Property taxes, less allowance for doubtful accounts of$23,387
Intergovernmental
Agricultural trust
Othe¡

Prepaid expenses

lnventories
Due Íiom other firnds

Total assets

LIABILITIES AND FIJND BALANCES

Liabilities:
Accounts payable and accrued expenses

Due to other fi¡nds
Deferred revenue

Total liabilities

Fund balances:
Nonspendable:

Legally required
Inventory and prepaids

Restricted
Committed
Assigred
Unassigrred

Total fi:nd balances

Nonmajor
Governmental

Fr¡nds

Total
Govemmental

Funds

299,102
158,445

60.771

705,625
34,781

6,941
43,203

5lE

50.662

10,000

573,104

t66,9't2
(l8.125)

2,817,970
34,',781

411,759
206,936
363:339

982,034

10,000
28,534

573,104
60,000

t,123;770
1.350.382

$

538,105
205,004 17,906

t6l207,054
4,366

284
24_r40

$ 2.163.035 $ 1.182.176 $ 782,613 S 4.127,824

t9,514
51,859

1,909
21,975

182.796

538,i05
222,9r0

19,514
259,074

6,27s
22,259

206-936

$ $ $ $105,716
5,288

302-050

413.054 518.318

23,884 4,650

60,000
297,590

1.368.507
6s9,208

t;749.981 663.858

$ 2,163,035 $ 1,182,176 $

731.951 3.145.790

See notes to financial statements
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TOWN OF LITTLE COMPTON, RHODE ISLAND

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO TFIE STATEMENT OF NET ASSETS

JLINE 30,2OI2

Total governmental fund balances

Capital assets used in govemmental activities are not financial resources
and, therefore, are not reported in the funds.

Some taxes and grants will be collected after year-end but a¡e not
available soon enough to pay offthe cunent period expendifures;
therefore, they are reported as deferred revenue in the funds.

Long-term liabilities are not due and payable in the current period;
therefore, they are not reported in the funds:

Bonds and notes payable
Compensated absences
Capital leases

Pension obligation, net
OPEB obligation, net
Accrued interest

Net assets of governmental activities

$ (485,000)
(274,094)
(204,884)
(37s,092)
(389,08 l)

(18,205)

$ 3,145,790

4,960,454

363,339

(1,746,356)

$ 6,723,227

See notes to financial statements.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

STATEMENT OF REVENI.IES, E)GENDITTIRES AND CIIÄNGES IN FUND BALANCE

GOVERNMENTAL FUNDS

YEARENDED JUNE 30,2OI2

Major Funds
Nonmajor

Governmental
FundsGeneral School

Total
Governmental

Frmds
Revenues:

General property taxes and penalties
Intergovemmental
Donation revenues
Departmental and other revenue
Licenses, permits and fees
Beach receipts
Investment income
State contribution to teachers' pension plan
Miscella¡reous

Total revenue

Expendihres:
General government
Financial administration
Public safety
Education
Public works
Transfer station
Parks, recreation and other services
Debt service:

Principal payments
I¡terest a¡rd fiscal charges

Total expenditures

Excess (deficiency) of revenues
over expendihues

Other financing sources (uses), transfers
between fr:nds

Excess of expendinres and other uses

over revenues and othe¡ financing sources

Fund bala¡ce, begin-ning ofyear

Fund balance, end ofyear

$ l 0,086,270
144,765

137, I 85

322,430
t72,351

2,418

14,293

520,384

35,920

t95,371
4,320

350,44 I
4,736

48,862

1,305

1,000

10,086,270
I,0 15,590

4,736
221,967
322,430
172,351

3,723
t95,37r
19,613

$
$ o

10,8'19,712 755,995 406,344 t2,042,051

1,750,585
227,6t4

1,814,328

248,230
122,681
741 'r1\

160,000
28,864

'7,704,407

t47,987

316,404

t53,743

1,898,572
227,614

2,130,732
7,704,40'1

248,230
122,681
451,018

160,000
28.864

4,649,577 7,704,40'I 6l 8,134 t2,972,r18

6,230,13s

(6.267.856)

(6,e48,412)

6.227.8s6

(2t1,790)

40,000

(930,067)

(37,72t)

787 702

(720,5s6)

1,384,414

(r7t,790)

903,741

(930,067)

4,075,8s7

$ 1,749,981 $ 663,858 $ 73r,95r $ 3,145,790

See notes to financial statements.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FLIND BALANCE TO TFIE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 3O,2OI2

Net change in fund balances for govemmental funds $ (e30,067)

Governmental funds report capital outlays as expenditures. However, in the
statement ofactivities the cost ofthose assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current period. 402,981

Revenues in the statement of activities that do not provide current financial
resources are fully deferred in the statement of revenues, expenditures and
changes in fund balances. Therefore, the recognition ofrevenue for various
types ofaccounts ¡eceivable (i.e., real estate and personal property, motor
vehicle excise, etc.) differs between the two statements. This amount represents
the net change in defened revenue. (8,399)

Change in OPEB obligation, net is recorded in the statement of activities but not in the
governmental funds (141,445)

Change in pension obligation, net is recorded in the statement of activities but not in the
governmental funds 82,088

The issuance of long-term debt (e.g., bonds and capital leases) provides current resources
to governmental funds, but issuing debt increases long-term liabilities in the statement of
net assets. Repayment and refunding ofbonds and notes use current financial resources,
but decrease long-term liabilities in the statement ofnet assets.

Principal repayment on long-term debt 205,592

Expenditures of a noncurrent nature are not reported in the statement of activities as

expenditures. Compensated absences are not reported as such and, accordingly, this
amount represents the increase in this liability over the prior year. (13,972)

Change in accrued interest reported in the statement of activities does not require
the use of current financial resources and therefore is not reported as an
expenditure in govemmental funds. 5,141

Change in net assets of govemmental activities $ (3e8,081)

See notes to financial statements

20



TOWN OF LITTLE COMPTON, RHODE ISLAND

STATEMENT OF FIDUCIARYNET ASSETS

FIDUCIARYFUNDS

JUNE 30, 2012

Pension
Trust
Fund

Agency Funds,
Student
Activity
Funds

$

Total

8,592 $ 8,592

2,635,938
4,308,372

Assets:
Cash
Investments:

Mutual funds
Collective funds

Total assets

Liabilities:
Deposits held in custody

Total liabilities

Net assets held in trust for pension benefits

Total net assets

Total liabilities and net assets

$ 6,944,310 $ 8,592 s 6,952,902

s 8.s92 $ 8,592

8,592 8,592

$ 6,944,310 6,944,310

6,944,310 10

$ 6,944,310 $ 8,592 s 6,952,902

$ 2,635,938
4,309,372

See notes to financial statements.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

STATEMENT OF C}IANGES IN FIDUCIARY NET ASSETS

FIDUCIARY FUNDS

YEARENDED JUNE 30,2012

Additions:
Contributions, employer

Net investment income:
Dividends and interest
Net appreciation in fair value of invesfments
Capital gains (losses)

Total investment income

Less investment expenses

Net investment income

Total additions

Total deductions, retirement benefits

Change in net assets

Net assets, beginning of year

Net assets, end of year

Pension
Trust
Fund

$ 414,405

54,365
222,038

(144,ss7)

131,846

42,528

89,318

503,723

303,946

199,777

6,744,533

$ 6,944,310

See notes to financial statements.
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TOWN OF I,ITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JTINE 30,2OI2

l. Summary of signif,rcant accounting policies

The accompanying basic financial statements of the Town of Little Compton, Rhode Island (the
Town) are presented in conformity with accounting principles generally accepted in the United
St¿tes applicable to governmental entities. In certain circumstances, summaries of the Town's
significant accounting policies have been presented throughout the notes to the financial
statements in conjunction with the other disclosures to which they relate.

Financial reporting entity

The Town was incorporated in 1682. On November 8,1994,the Town adopted the Little Compton
Home Rule Charter to be effective in January 1995, which was ratified by the Rhode Island
General Assembly in May 1995. In some matters the Town is governed by the general laws of
the State of Rhode Island (State). The Town operates under a Town Council form of govemment.

The Town financial statements include all funds, agencies, boards, commissions, and authorities
over which the Town exercises oversight responsibility. Oversight responsibility is determined
on the basis of the activity's scope of operations, financial interdependency and fiscal
responsibility, selection of governing authority and ability to significantly influence operations.

Component unit:

The Little Compton Agricultural Conservancy Trust (Agricultural Trust) is considered a component
unit of the Town and meets the criteria as established under Governmental Accounting Standards
Board (GASB) Statement No. 14, "The Financial Reporting Entity," as amended by GASB
Statement No. 39, "Determining Whether Certain Organizations are Component lJnits." The
Agricultural Trust is governed by a seven-member board oftrustees, five of which are appointed
by the Town Council. The purpose of this trust is to acquire development rights to agricultural
property within the Town and to preserve open space, fresh arrd saltwater marshes, estuaries and
adjoining uplands, groundwater recharging areas, land providing access to the ocean, land for
bicycle paths and land for future public recreational facilities and use. This component unit is
reported in a separate column to emphasize that it is legally separate from the Town, but is
included because the Town is financially accountable for and is able to impose its will on the
organization. Unless otherwise indicated, the notes to the basic financial statements pertain to the
primary government because certain disclosures ofthe component unit are not significant relative
to the primary government.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JLINE, 30, 2OT2

1. Summary of significant accounting policies (continued):

B a s i c /ì n anc i al stat e ment s - gove r nm ent -wi d e st atement s :

These financial statements present the Town's primary government and component unit.

The Town's basic financial statements include both government-wide (reporting the Town as a
whole) and fund financial statements (reporting the Town's major and other funds). Both the
government-wide and fund financial statements are required to categorize primary activities as

either governmental or business-type. The Town's public safety, parks, library and recreation,
education, public works, transfer station and general and financial administrative services are
classified as governmental activities. The Town does not have any activities classified as

business-type activities.

In the government-wide st¿tement of net assets, the govemmental activities column is presented on
a consolidated basis and is reported on a full accrual, economic resource basis, which recognizes
all long-term assets and receivables as well as long-term debt and obligations. The Town's net
assets are reported in three parts - invested in capital assets, net of related debt; restricted net
assets; and unrestricted net assets.

The government-wide statement of activities reports both the gross and net cost of each of the
Town's functions (public safety, public works, etc.). The functions are also supported by general
government revenues (property, sales and use taxes, certain intergovernmental revenues, f,ines,
permits and charges, etc.). The statement of activities reduces gross expenses (including
depreciation) by related program revenues, operating and capital grants. Program revenues must
be directly associated with fi¡nctions (public safety, public works, community and economic
development, etc.). Operating grants include operating-specific and discretionary (either
operating or capital) grants while the capital grants column reflects capital-specific grants.

The net costs (by function) are normally covered by general revenue (property, sales taxes,
intergovernmental revenues, interest income, etc. ).

The government-wide focus is more on the sustainability of the Town as an entity and the change in
the Town's net assets resulting from the current year's activities.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JLINE 3O,2OT2

1. Summary of significant accounting policies (continued):

Basic financial statements - fund financial statements:

Governmental funds are used to account for operations of the Town that supply b'asic government
services.

Financial transactions of the Town are reported in individual funds in the fund f,rnancial statements.
Each fund is accounted for by providing a separate set of self-balancing accounts that corhprises
its assets, liabilities, reserves, fund balances, revenues and expenditures/expenses. The various
funds are reported by general classif,rcation within the financial statements.

Separate financial statements are provided for governmental funds and fiduciary fi.lnds. However,
fiduciary funds are not included in government-wide statements since these assets are held for ihe
benefit ofprivate parties and pension participants, and cannot be usedto satisfy obligations ofthe
primary government. Major individual governmental fi.¡nds are reported as separate columns in
the fund financial statements. Nonmajor governmental funds are reported in the aggregate in a
separate column in the fund financial statements.

A fund is considered rnajor if it is the primary operating fund of the Town or meeis the following
criteria:

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

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

Fund types used by the Town and a description of the funds comprising each are as follows:

Governmentalfunds

Governmental funds are used to account for operations that supply basic government services. The
Town uses the following govemmental funds:

General Fund:

The Generai Fund is the primary operating fund of the Town anci is always classif,red as a major
funci. it is usecÍto account for ancÍ report ali financiai resources noi accounted for and reported
in another fund.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JLINE 3O,2OI2

1. Summary of signiflrcant accounting policies (continued):

Basic financial statements - fund financial statements (continued):

G overnmental fund s (c ontinu ed) :

Special revenuefunds:

Special revenue funds are used to account for and report the proceeds ofspecific revenue sources
that are restricted or committed to expenditure for specified purposes other than debt selice or
capital projects. The Town's major special revenue fund is the School Department, which
provides primary education to the Town's children.

Capital projects funds

Capital projects funds are used to account for and report financial resources that are restricted,
committed, or assigned to expenditure for capital outlays. The Town's capitzlproject funds are
all nonmajor funds.

Permanentfunds

Permanent funds are used to account for and repoft resources that are restricted to the extent that
only eamings, and not principal, may be used for purposes that support the Town's programs.
The Town's permanent funds are all nonmajor funds.

triduciaryfunds:

Fiduciary funds are used to report assets held by the Town in a trustee or agency capacity and,
therefore, cannot be used to support the Town's own programs. The following fiduciary funds are
used by the Town:

Pension Trust:

The Pension Trust Fund accounts for contributions made by the Town and its participating
employees to provide retirement benefits to participating employees.

Agency

Agency funds are established when the Town holds assets in custody for others in an agency
capacity.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JLINE 30,2OI2

1. Summary of significant accounting policies (continued):

Measurementþcus and basis of accounting:

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the fiduciary fund f,rnancial statements.
Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of the related cash flows. Property taxes are recognized as revenue in the
year for which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Governmental funds f,rnancial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized when
they are suscepti'ole to accrual. Susceptibility occurs when revenues are both measurable and
available for liquidating liabilities of the current period. "Measurable" means the amount of the
transaction can be determined and "available" means collectible within the current period or soon
enough thereafter to be used to pay liabilities of the current period (sixty days). Revenues not
considered to be available are recorded as deferred revenues. Expenditures, including capital
outlays, are recognized when a liability has been incurred, except for those involving debt service
¿nd other iong-ierm obligations Íhat are recognized when paid.

Those revenues susceptible to accrual are property taxes, special assessments, federal impact aid,
state aid, meals taxes collected by the State on behalf of the Town, interest and charges for
services. Fines, licenses and permit revenues are not susceptible to accrual because generally
they are not measurable until received in cash; therefore, they are recognized when received.

Recognition of grant revenues is based on the susceptibility of accrual as determined by the legal
and contractual requirements established by each grantor. For grants not restrictive as to specific
purposes and revocable only for failure to comply with general prescribed requirements, revenues
are recognized when actually received. Where expenditure is the prime factor in determining
eligibility, grant revenue is recognized as allowable expenditures are made provided they are
collected during the year or within 60 days subsequent to year-end. Prior to expenditure,
proceeds are recorded as deferred revenues.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989
generally are followed in the govemment-wide financial statements to the extent that those
standards do not conflict with or contradict guidance of the GASB.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JLINE 3O,2OL2

1. Summary of significant accounting policies (continued):

Measurementþcus and basis of accounting (continued)

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions. Internally dedicated resources are reported as general revenues ratherthan program
revenues. Likewise, general revenues include all taxes.

When both restricted and unrestricted resources are avallable for use, it is the Town's policy to use
restricted resources first, and then unrestricted resources as they are needed.

Use of estimates

The preparation of basic financial statements in conformity with accounting principles generally
accepted in the United States 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 ofthe basic financial statements. Estimates also affectthe reported amounts of revenues,
expenditures and expenses during the reporting period. Actual results could differ from those
estimates.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, time and demand deposits and short-term
investments maturing within three months from the date of acquisition. Under Rhode Island
General Law, 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 100% of
the deposits which are time deposits with maturities greater than 60 days. Any institution not
meeting certain minimum capital standards prescribed by federal regulators shall insure or pledge
eligible collateral equal to l00yo of the deposits, regardless of maturities.

Investments

Investments are reported at fair value, based on quotations from applicable national securities
exchanges. Unrealized gains and losses from changes in fair value are recognized as investment
income. The State does not have pertinent laws regarding investments that apply to cities and
towns. The Town does not have an investment policy for custodial credit risk or other risks other
than those relating to its pension trust fund. The Town's Pension Trust Fund Investment
Advisory Committee is responsible for the supervision of the invesûnent of the fund's
investments with the objective of preserving capital and investing with care to minimize the risk
oflarge losses.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JTINE 30,2OI2

1. Summary of significant accounting policies (continued)

Property taxes:

Real and personal property taxes are based on assessed values as of December 31't and a tax rate
based on an approved levy at the annual town meeting in May. Once levied, these taxes are
recorded as receivables, net of estimated uncollectible amounts. In the governmental fund
financial statements, property tax revenues have been recorded using the modified accrual basis
of accounting. Under the modif,red accrual basis, real estate, personal property and other excise
taxes levied are recorded as receivables in the flscal year of the levy and as revenue when
collected within the current year or expected to be collected within 60 days after the end of the
current year. Taxes not collected within this time period are classified as deferred revenue.
Deferred revenues are those where asset recognition has been met for which revenue criteria have
not been met. The government-wide financial statements recognize property tax revenue when
taxes are levied net of estimated abatements and exemptions.

For 2012, Rhode Island General Law restricts the Town's ability to increase its total tax levy by
more than 4.25o/o over thar, of the preceding fiscal year. The rate will decrease by .25%to 4.00%o

in2013.

Farm, þrest and open space:

Certain taxpayers can file for reclassification of land assessments in accordance with farm, forest
and open space guidelines. Subsequent land use changes within a ten-year period for farm or
fifteen-year period for forest or open space result in the assessment of a land use change tax.

Intergovernmental:

Various federal and state grants for operating an<i capital purposes are applied for and received
annually. For nonexpenditure-driven grants, receivables are recorded as soon as all eligibility
requirements imposed by the provider have been met. For expenditure-driven grants, receivables
are recorded when the qualifuing expenditures are incurred and all other grant requirements are

met.

These receivables are considered l00o/o collectible; therefore, the Town has not reported an
allowance for uncollectible grants.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JLINE 3O,2OI2

1. Summary of significant accounting policies (continued)

Capital assets:

In the government-wide financial statements, fixed assets are accounted for as capital assets. All
capiøl assets are valued at historical cost or estimated historical cost if actual is unavailable,
except for donated capital assets, which are recorded at fair value as of the date received.
Additions, improvements and other capital outlays that significantly extend the useful life of an

asset are capitalized. Net interest costs related to construction projects are capitalized during the
construction period. Such costs were not considered material during ftscal2012.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets' lives are not included in capital assets.

Capital assets acquired by governmental funds are accounted for as capital outlay expenditures

Depreciation on all exhaustible capital assets is recorded as an allocated expense in the statement of
activities, with accumulated depreciation reflected in the statement of net assets. Depreciation is
provided over the assets' estimated useful lives using the straight-line method. The ranges of
estimated useful lives by type of asset are as follows:

Years

Building and improvements
Machinery and equipment
Office equipment
Computer equipment and software
Vehicles
Library and textbooks

40
5-10
5-10
5-10

5

3-10

Encumbrances

Encumbrance accounting, under which purchase orders, contracts and other commitments for fund
expenditures are recorded in order to reserve portions of applicable appropriations, is employed in
the governmental funds. Encumbrances outst¿nding at year-end are reported in fund balance as

either restricted, committed, or assigned.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JLINE 30,2OI2

1. Summary of significant accounting policies (continued)

Compensated absences:

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

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

Long-term obligations

In the government-wide financial statements, long-term debt and long-term compensated absences
are reported as liabilities in the statement of net assets.

in the governmental fund financial statements, long-term debt is recognizeri as a liability of a
governmental fund when due. For other long-term obligations, only that portion expected to be
financed from expendable available financial resources is reported as a fund liability of a
governmental fund. Bond premiums are reported as other financing uses while discounts are
reported as other financing sources.

trund equity

G ov ern me nt-wi d e fin anc ial s tatement s :

Net assets

The Town's net assets have been segregated into the following three components:

Invested in capital assets, net ofrelated debt - represents the net book value ofall capital assets

less the outstanding balances of bonds and other debt used to acquire, construct or improve
these assets.

3l



TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JTINE 3O,2OI2

1. Summary of significant accounting policies (continued)

Fund equity (continued) :

Government-wi de financial statement s (continued) :

Net assets (continued) :

Restricted - those that have been limited to uses specified either externally by creditors,
contributors, laws or regulations of other governments or internally by enabling legislation or
law.

Unrestricted - a residual category for the balance ofnet assets.

Governmental fund fi nancial statements

The Town's fund balance is reported in the following categories

Nonspendable - amounts that cannot be spent because they are either a) not in spendable form
or b) legally or contractually required to be maintained inta

Restricted - amounts that have been restricted to specific purposes either by creditors, grantors,
contributors, or laws or regulations of other governments; or imposed by law through
constitutional provisions or enabling legislation

Committed - amounts constrained to specific purposes by the Towr¡ using its highest level of
decision-making authority

Commitments will only be used for specific purposes pursuantto formal action of the Town
Council. A majority vote is required to approve, modify, or rescind a fund balance
commitment.

Assigned - amounts that are intended by the Town to be used for specific purposes, but are
neither restricted nor committed

The Town Council delegates to the Business Manager the authority to assign amounts to be
used for specific purposes. Such assignments cannot exceed the available (spendable,
unrestricted, uncommitted) fund balance in any particular fund.

Ilnassigned - amounts available for any purpose
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JI.INE 30,2OI2

1. Summary of significant accounting policies (continued)

Governmental fund financial statements (continued) :

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

I nte rfun d t r an s acti on s :

Transactions between funds have 'oeen eliminated in the government-wicie financial statements but
fully presented within the governmental fund financial statements with no eliminations made
between or within funds. Interfund activity is reported as either loans, services provided,
reimbursements or transfers. Loans are reported as interfund receivables and payables as

appropriate and aie subject to elimination upon consolidation. Services provided, deemed to be at
market or near market rates, are treated as revenues and expenditures/expenses. Reimbursements
are when one fund incurs a cost, charges the appropriate benefitting firnd and reduces its related
cost as a reimbursement. All other interfund transactions are treated as transfers. Interfund
receivables and payables are classified as "due from other funds" or "due to other funds."

I ndi r e ct Øcp en se allo c ati on

It is the policy of the Townto allocate indirect expenses (i.e., insurance and pension expenses) to
the functions as listed in the government-wide financial statements on the basis of salaries by
function.

2. Compliance and account¿bility:

Budget requirements, accounting and reporting

The General Fund and the School Department are subject to an annual operating budget. The
annual operating budgets' appropriation amounts are supported by revenue estimates and can be
amended by either a special financial Town meeting or at the next annual financial Town
meeting.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JIINE 30,2OT2

2. Compliance and accountability (continued)

Budget requÌrements, accounting and reporting (continued)

Actual revenue and expenditures in the budgetary basis statements of revenues and expenditures for
the General Fund and the School Department are presented on the budgetary basis which includes
the net effect of not budgeting for certain other items. Thus, the actual revenues and expenditures
differ from those in the governmental fund financial statements which are presented in accordance
with accounting principles generally accepted in the United States.

I nt e du nd tr an s acti o n s :

Interfund transfers during 20L2 were as follows

Transferred to: Transferred from Amount

The transfers between funds were to fund revenues related to annual meeting votes, and to fund and
utilize funding for operations in the School Department funds.

Interfund receivable s and payab le s

Interfund receivable and payable balances at June 30,2012 are as follows:

School
Nonmaj or Govemmental Funds

Governmental funds:
General Fund
School
Nonmajor governmental funds

General Fund
General Fund

$ 6,227,856
40,000

Due to
other funds

Due from
other funds

$ $182,796

24,r40

5,288
158,445
43,203

s 206,936 $ 206 936

For the government-wide financial statements, all interfund transactions were eliminated except for
those with f,rduciary funds (considered payable tolfrom external parties).
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JI-INE 3O,2OI2

2. Compliance and accountabilrty (continued)

Interfund rec eivab le s and payab le s (continued)

The Town utilizes the interfund loan accounts as a short-term vehicle to expedite the payment of
vouchers from a consolidated vendor checking account.

3. Deposits and investments

Cash and cash equivalents:

Deposits are in various financial institutions and are carried at cost or fair value in the case of
pooled deposits for trust funds.

Custodial credit risk for deposits is the risk that, in the event of failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able to recover
collateral securities that are in the possession of an outside party.

At June 30,2012, the carrying amount of the Town's deposits, including the component unit, was

54,52I,197 and the bank balance was $5,019,080. Oithe bank balance, $336,207 was uninsured
and uncollateralized and $1,690,534 was uninsured and collateralized with securities held by the
pledging financial institution, but not in the Town's name.

At June 30,2012, deposits are categorized as follows:

Insured/
collatsralized

in Town's
name

Total bank
balance

Carrying
amount

Deposits:
Demand deposits

Money market
s 2,992,339 s 3,328,546

1,690,534
$ 2,840,451

1,680,746

s 2,992,339 $ 5,019,080 $ 4,52r,t97
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 3O,2OT2

3. Deposits and investments (continued)

Investments:

Investment type

Primary government:
Stock
Certificate of deposit
Certificate of deposit

The majority of investment activities are conducted through a contracted investment management
firm; such investments are held in a pooled trust fund account in the Town's name.

Carrying
amount Maturities

$ 4,389
12,569
17,823

N/A
tr/20112
I2l27l12

$ 34,781

Investment type
Carrying
amount

Pension Trust Fund:
Mutual fi¡nds
Collective funds

$ 2,635,938
4,30 8,372

s 6,944,310

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value
of an investment. Generally, the longer the maturity of an investment, the greater the sensitivity
of its fair value to changeS in market value rates.

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investmerf. This is measured by the assignment of a rating by a nationally recognized statistical
ratrng organization. At June 30, 2012, the Town's investments were un¡ated.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JI-INE 30,2OI2

3. Deposits and investments (continued)

Inve stment s (c ontinued) :

Wilmington Trust PIMCO'l'otal Return A
V/ilmington Trust Thornburg International Value
Wilmington Trust Large Company Domestic Growth
tüilmington Trust Large Company Value
Wilmington Trust S&P 500 Index
Wilmington Trust Strategic Bond
Wilmington Trust First Eagle Sogen

4. Capital assets:

Capital asset activity for the year ended Jrme 30, 20L2 was as follows:

Concentration of credit risk is the risk of loss attributed to the magnitude of the Town's investment
in a single issuer. The investments listed below represent 5o/o or more of total investments, as

well as investments that represent 5o/o or more of the Pension Trust Fund's net assets available for
benefits.

Beginning
bala¡rce

$ 1,223,853
407,946
859,862
gg2,g52
Á\Á I ?5
vJ vt LJJ

r,r76,r53
765,722

Ending
balanceIncreases

Govemmental activities :

Capital assets not being depreciated:
Land
Construction in progress

$ 548,179
$ 496,171

548,179
496,t71

$

Total capital assets not being depreciated

Capital assets being depreciated:
Land improvements
Buildings and improvements
Infrastruch¡re
Machinery and equipment
Office equipment
Computer equipment a¡rd softwa¡e
Vehicles
Textbooks and library books

26,297
4,059,456

421,3s2
1,310,347

97,681
452,947
532,292

26,297
4,088,816

421,352
1,439,421

97,641
481,658
591,267
386.1 6 I

548,179 496,171 1,044,350

29,360

129,0'74

381 815

28,7tl
58,975

4.346

(continued)
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JLINE 3O,2OI2

4. Capital assets (continued):

Governmental activities (continued) :

Capital assets being depreciated (continued):
Less accumulated depreciation:

Land improvements
Buildings and improvements
Infrastucture
Machinery ard equipment
Office equipment
Computer equipment a¡rd softwa¡e
Vehicles
Textbooks and library books

Total accumulated depreciation

Total capital assets being depreciated, net

Governmental activities, capital assets, net

Depreciation was charged to functiors as follows
Governmental activities :

General govemment
Public safety
Pa¡ks a¡d recreation
Public works
Education

Component unit:
Capital assets not being

depreciated, land

3,272,893 343,656 3,616,549

4,009,294 (e3,1eo) 3,916,104

g 4,557,4't3 $ 402,981 g 4,960,454

$ 5,390
171,336

14,414
29,359

119,t57

s 343,6s6

Begìnning
balance Increases

Ending
bala¡ce

$ 3,682
t,'n2,968

10,234

600,455
77,444

319,6t2
277,944
270,554

1,052
94,014

8,421
109,538

5,792
42,295
45,27a
3't,260

4,734
1,806,982

18,661
709,993
83,236

361,907
323,222
307,814

s $

Beginning
balance Increases

Ending
bala¡rce

ï 12,424,513 $ 3,418,501 s 15,843,014
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 30,2OL2

5. Pension plans

The Town contributes to pension plans covering substantially all of its employees as follows

Teachers'Plan

Plan description:

The Teachers' Plan is a statutory, mandatory, statewide, cost-sharing multiple-employer public
employee retirement syslem administered by the State. 'I'he 'leachers' Plan covers all school
department personnel certified by the Rhode Island Department of Education who are or have
been engaged in teaching as a principal occupation. Financial statements for the Teachers' Plan
are issued separately and may be obtained from the Employees' Retirement System, 40 Fountain
Street, Providence, RI 02903. Totai covered payroll uncier the Teachers' Plan for the year ended
June 30, 2012was approximately 52,261,000.

The Teachers' Plan provides a two-tier benefit structure referred to as Schedules A benefits and B
benefits.

Schedule A Benetits

Schedule A benef,rts are available to members who possessed ten years or more of contributory
service on or before July 1, 2005. Schedule A provides unreduced benefits of I.70%o of
earnings for each of the f,rrst ten years of service; I.90o for each of the next ten years of
service; 3.00o/o for each of the next fourteen years; and2.00o/o for the 35th year. Joint and
survivor options are available, as well as an option that provides for the payment of a larger
benef,rt before the attainment of age 62. The maximum benef,rt is 80% of final average
earnings after 35 years of service. Such benefits are available to members whc are at least age

60 with ten years of credited service, or after 28 years of service at any age. Benefits for all
employees are based on the average ofthe highest three consecutive years' earnings, exclusive
of overtime.

On the third January after retirement, a cost-of-living increase of 3.00% (compounded annually)
is provided. The Teachers' Plan also provides nonservice-connected disability benefits after
five years of service; service-connected disability benefits with no minimum service

requirement; vested benefits after ten years of service; survivor's benefits for service-

connected death; and certain lump-sum death benefits.
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5. Pension plans (continued):

Teachers' Plan (continued)

P lan description (continued)

Schedule B Benefits:

Schedule B benefits are provided to members who had less than ten years of contributory service
on or before July 1,2005. Schedule B provides unreduced benefits of L.60o/o of earnings for
each of the first ten years of service; l.8Oo/o for each of the next ten years; 2.00yo for years 21
through25 inclusive;2.25o/oforyears 26thtough30 inclusive;2.50%o foryears3l through3T
inclusive; and 2.25o/o for the 38th year. Only single life, and joint and survivor options are
available. The maximum benefit is 75%o of the average highest three years of compensation
after 38 years of service. Suchbenefits are available to members who are at least age 65 with
10 years of service, or at least age 59 with29 years of service. Actuarially reduced retirement
is available atage 55 with 20 years of service;the benefrt is reduced actuarially for each month
that the age ofthe member is less than 65 years.

On the month following the third anniversary date of retirement, and on the month following the
anniversary date of each succeeding year, a benefit increase is provided for Schedule B
members, consisting of the lesser of a cost-of-living increase of 3.00%o (compounded annually)
or the percentage increase inthe Consumer Price lndex, determined as of September 30 of the
prior calendaÍ year.

Rhode Island General Law relating to state employees and teachers' benefits was amended
during the fiscal year ended June 30, 2009. Members eligible to retire as of September 30,
2009 are not affected by the changes. The legislation established a minimum retirement age of
62 for all members, except those Schedule B members who retire with less than 29 years of
service; their retirement eligibility remains age 65 with a minimum of ten years of service
credit. For affected state employees and teachers, the law provides a proportional downward
adjustment of the minimum retirement age based on the years of service credit of a member at
September 30, 2009, a ftnal average salary based on the five consecutive highest years of
salary and a cost-of-living adjustment.

This legislation also amended the disability retirement provision for state employees and
teachers. Effective for applications filed after September 30, 2009, accidental disability will be
available at 66 2/3%o for members who are permanently and totally disabled. If the disability is
determined to be partial and the member is able to work in other jobs, the benefit will be
limited to 50%o.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JLINE 3O,2OI2

5. Pension plans (continued):

Teachers' Plan (contiq!çd)

P lan de s cription (continued)

Sweeping pension system reform was passed by the Rhode Island General Assembly on November
17,2011 and will be implemented effective July l,2OI2. The Rhode Island Retirement Security
Act of 2011 (RIRSA) makes substantial changes to the Teachers' Plan pension benefits, adds a

defined contribution element, and creates a hybrid plan as opposed to the curent defined benefit
plan.

Rhode Island General Law relating to state employees and teachers benefits were amended during
the fiscal year ended June 30, 2010. Members eligible to retire as cf June 12, 2010 are not
affected by the legislation. The legislation modifies the Cost of Living Adjustment (COLA). The
COLA now applies to the first $35,000 of retirement allowance, indexed annually, and shall
commence upon the retiree's third anniversary of the date of retirement or when the retiree
reaches age 65, whichever is later. The $35,000 limit will increase annually by the percentage
increase in the Consumer Price Index for all Urban Consumers (CPI-U) as published by the
United States Department of Labor Statistics, determined as of September 30 of the prior calendar
year or 37o, whichever is less.

Funding policy

Rhode Island General Law sets the contribution rates of participating employees at 9.5o/o of salary.

Annual required contributions by both employers and the State on behalf of those employees are

determined by actuaries and assessed as a percentage of participants' payroll. The required
contributions include (a) normal costs; (b) payments to amortize the unfunded frozen actuarial
accrued liability as of June 30, 2010 over 25 years; and (c) interest on the unfunded frozen
actuarial liability. Normal cost is determined usingthe entry age normal cost method with frozen
initial liability. The Town participates in the optional Teachers Survivor Benefits Fund whereby
the employer and the employee each contribute l%o of the first $9,600 of each participating
employee's salary for survival benefits.

As prescribed by Rhode Island General Law, the State pays the entire portion of the annual required
contribution attributable to the costs of contributions deferred by the State in prior years, plus

40o/o of contributions assessed to employers on payroll not reimbursable through federal

programs. For fiscal year 2A12, actuarial required contributions were I2.55o/o of participants'
salary (2I.19% for federally reimbursed salary), which resulted in a contribution rate paid by the

State on behalf of Town teachers of 8.640/o. The Town's required and actual contributions to the

Teachers' Plan for fiscal years 2012,201I and 2010 were approximately 5287,000, $244,000 and

5262,000, respectively.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JLINE 3O,2OI2

Pension plans (continued):

Tqwn Employees, Other than Certified Teachers

Plan description

The Retirement Plan for Employees of the Town (the Plan) is a single-employer, contributory
defined benefit pension plan which provides retirement, disability and death benef,rts to
substantially all full-time employees of the Town except School Department personnel certified
by the Rhode Island Department of Education (Certified Employees) who are eligible to
participate in the Employees' Retirement System of the State of Rhode Island. The Plan was
established in accordance with the Town Charter and State Statutes. The Plan is administered by
a pension committee consisting of four members appointed annually by the Town Council, plus
three members of the various unions. The pension committee can make minor changes while
major changes require Financial Town Meeting approval. State law gives the Town Council
authority to negotiate union contracts. The effective date of the Plan is January l, 1972. The
assets of the Plan are held in a Trust which is reported as a fiduciary fund in the Town's financial
statements.

For the Plan year ended June 30, 2012, covered payroll under the Plan totaled 5I,784,706.

As of July 1,2011, the date ofthe latest actuarial valuation, membership in the Plan was as follows:

Active participants
Vested terminations and inactive lives
Retirees

Total Plan members

Benefit provisions

Plan participation commences on the first day of the month coincident with or following the date of
hire, if the employee chose to participate in the Plan. Members of the Town Council and
Certified Employees of the School Department are not eligible to participate in the Plan. The
normal form ofthe benefit is a life annuity.

The normal retirement date for police and fire employees is upon completion of twenty-five years
of credited service. Any police offtcer hired after July 1, 1994 must have also attained age 55.
The normal retirement date for all other employees is their í2ndbirthday.

48
6

29

83
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5. Pension plans (continued):

than Certified Teachers

B enefit provi sion s (continued) :

The normal retirement benefits are a product of L65o/o ofthe employee's average compensation and

the years of service. Compensation is defined as the basic rate of pay in effect on July 1 of each

Plan year, exclusive of overtime pay and bonuses. Average compensation is compensation

averaged overtheth¡ee consecutive years out of the lastten years producingthe highest average
prior to termination of employment. For members of the fire and police departments, the

annualized rate of pay in effect in the last year of employment is used.

o Effective July 1, 1992, members of the police and fire departments may retire after 25 years oi
service at 50 percent of their highest annual salary, regardless of age.

c Effective July 1, 1997, members of the police and fire departments will receive an additional2o/o

of salary for each year of service in excess of 25 years, subject to a maximum of five
additional years.

. The minimum annual benefit is $100 multiplied by the number of years of service.

o Effective July 1, 2000, participants in pay status receive an annual cost-of-living increase of 2o/o.

Employees who have reached age 50 and have 20 years of service may retire and receive an early
retirement benefit. The amount of the early retirement benefit equals 1.25o/o of the average

compensation times the years of service. Alternatively, the participants may elect to defer
payment ofthe accrued benefit until their normal retirement date'

The Plan includes disabilify benefits for members who have been credited with ten or more years of
service and become totally and permanently disabled; such members shall be entitled to payment

ofthe accrued benefit.

If a participant who is a member of the fire or police departments separates from service by reason

of occupational disability, the participant is entitled to a monthly benefit equal to 68%o of the
participant's compensation at the time of occupational disability. A participant receiving an

occupational disability is not eligible for the cost-of-living increases.

All employees with ten years of credited service have a nonforfeitable right to the accrued benefit

¿ts of the date of termination of employment payable at their normal retirement date.

Notwithstanding this vestirrg schedule, a participant becomes l00o/o vested upon reaching the

normal retirement date.
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YEAR ENDED JT]NE 3O,2OI2

5. Pension plans (continued):

Town Emplo)¡ees. Other than Certified Teachers (continued)

Funding policy and contrìbutions:

Contribution requirements are established and may be amended by Town Council ordinance or
union contract.

Employees are required to contribute to the Plan as follows:

e Commencing July 1,1995 and ending June 30, 1997,pafticipants who were members of the fire
department(otherthanthe Fire Chief) contributed to the Plan an amount equal to 4.5%o of
their compensation.

o Effective July 1, 1997, employee contributions for the fire department members were no longer
required.

o Commencing July l, 1994 and ending June 30, 2001, police officers hired after July I, 1994
were required to contribute 2.5o/o oftheir base annual compensation.

¡ Effective July l, 2001, employee contributions for the police department members were no
longer required.

The Town is required to contribute an amount determined in accordance with an actuarial valuation.

Actuarial methods and signrficant as sumptions :

Pension assets are valued at fair value as established by quotations from applicable national
securities exchanges. Valuations of accrued liabilities, pension assets, and annual required
contributions for the Plan are performed annually as of July 1.

The valuation reflects an early retirement window, which credited an extra four years of benefit
accrual service to members of the fire department who had attained age 50 with at least 25 years
of service and retired between August I, 2003 and August 3I, 2003 .
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YEAR ENDED JUNE 30,2OI2

5. Pension plans (continued):

than Certified Teachers

Actuarial method s and si gnifi c ant a s sumpti on s (c ontinue d)

The most recent actuarial valuation, performed as of July l, 2011, utilizes the entry age normal cost
methocl to determine both the actuarial accrued liabilities and annual required contributions to the
Plan. The normal cost is the sum of the normal costs for all active participants who have not
reached the assumed retirement age. For each such participant, the individual normal cost is the
participant's normal cost accrued rate multiplied by the pafücipanl's current compensation. The
normal cost accrued rate equals (a) the actuarial present value of fi¡ture benefits as of the
participant's entry age divided bV (b) the actuarial present value of future compensation as of the
participant's entry age. For other participants, the normal cost equals zero.

The accrued liability is the sum of the individual accrued liabilities for all participants. The
individual accrued liability is equal to the actuarial present value of future beneflrts less the normal
cost accrued rate multiplied by the actuarial present value of future compensation.

The actuariai assumptions include

a. 7.5o/o investment rate of return
b. Use ofthe RP-2000 Combined (Male/Female) Mortality Table
c. Projected salary increases of 4.0o/o

d. A withd¡awal rate of none
e. Assumed retirement ages as follows:

mernbers of the fire and police departments are assumed to retire at the earlier of age 62
or the completion of 30 years of service. Members of the police department hired after
July 1, 1994 are assumed to retire at the earlier of age 62 or the completion of 30 years
ofservice, but in no event prior to age 55.

participants who are not members ofthe fire and police departments are assumed to retire
at age62

participants who are beyond their assumed retirement ages are assumed to retire
immediately

f expenses are assumed to be paid by the Town

a

a

a
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JLINE 30,2OI2

5. Pension plans (continued):

Town Employees. Other than Certified Teachers (continued)

Annual pension costs and net benefit obligation:

A summary of annual pension costs, contributions and net pension obligation, without amortizafion
ofthe unfunded actuarial liability over the preceding three years, is as follows:

2012 20tt 2010

Actuarially Required Contribution (ARC)

Interest on Net Pension Obligation (NPO)

Adjustmentto ARC

Arurual pension cost

Contribution made

Increase (decrease) in NPO

NPO, beginning of year

NPO, end of year

%o of anrnal pension cost contributed

Funded status and funding progress:

$ 507,896

35,786

(40,400)

332,317 409,029 503,282

(414,405) (507,896) (424,37s)

s 336,738

34,289

(38,710)

s 414,405

41,704

(47,081)

(82,088)

457,I80

(98,868)

556,048

78,907

477,I41

s 375,092 $ 457,180 S 556,048

124.7O%o 124.I7%o 84.32o/o

As of July 1, 2011, the Plan was 86.7Vo funded. The actuarial accrued liability for benefits was
58,257,937 and the actuarial value of assets was $7,158,938, resulting in an unfunded actuarial
accrued liability (UAAL) of $1,098,999. The covered payroll (annual payroll of active employees
covered by the Plan) was 5I,784,706 and the ratio of the UAAL to the covered payroll was
6L60/0.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JTINE 30,2OI2

5. Pension plans (continued):

Town Emplovees. Other than Certified Teachers (continued)

Funded statu s and funding pr o gre s s (continued) :

The schedule of funding progress, presented as required supplementary information (RSI) following
the notes to the basic financial statements, presents multiyear trend information about whether the
actuarial values of Plan assets are increasing or decreasing over time relative to accrued actuarial
liabilities for benefits.

6. Other postemployment benefits

In addition to pension benefits, the Town and School Departrnent proviCe, under the provisions of
various union contracts and other employment agreements, postemployment health insurance
benefits, or compensation in lieu of postemployment health insurance benefîts, to eligible retirees
for a specified maximum number of years. Eligibility is determined based on years of service,
employee age, and other available health care coverage. The Town and School Department fund
these benefits on a pay-as-you-go basis. During the year ended June 30, 2012, postemployment
benefits totaling 5126,282 were received by eleven participants.

As of June 30,20I2,the latest available membership census is as foliows

Active employees
Retirees

52
11

Total 63

Annual OPEB cost and net OPE,B obligation

The Town's annual OPEB cost is calculated based on the annual required contribution (ARC) of the
Town. In prior years, the Town engaged an actuary to calculate the ARC and related information
per the provisions of GASB Statement No. 45. The ARC represents a level of funding that, if
paid on an ongoing basis, is projected to cover normal cost each year and to amortize any
unfunded actuarial liabilities over a closed period not to exceed 30 years. The following table
shows the components of the Town's annual OPEB cost, the amount actually contributed to the
plan for the year ended June 30, 2012, and the Town's net OPEB obligation as cf June 30,2012.

47



6
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JI.INE 30,2OI2

Other p ostemployment benefits (continued) :

Annual OPEB cost and net OPEB obligation (continued):

Annual OPEB Cost

Annual Required Contribution (ARC)
Interest on net OPEB obligation (NPO)
Adjustmentto ARC

Annual OPEB cost
Contributions made during the year

Increase in NPO
NPO, beginning of year

NPO, end of year

Funded status and funding progress:

As of July I,20I0,the funded status and funding progress were as follows:

Funded ratio
Actuarial accrued liability for benefits
Actuarial r¡alue of assets

Unfunded actuarial accrued liability (UAAL)
Covered payroll
UAAL to covered payroll

s 266,076
9,905

s4)

267,727
126,282

14I,445
247,636

$ 389,081

0%
s 2,629,923
s
s 2,629,923
s 2,623,416

I00.25o/o

Actuarial methods and assumptions:

The projection of future benefit payments f'or an ongoing plan involves estimates of the value of
reported amounts and assumptions about the probability of occurrence of events far into the
future. Examples include assumptions about future employment, mortality and the health care
cost trend. Amounts determined regarding the funded status of the plan and annual required
contributions are subject to continual revision as actual results are compared with past
expectations and new estimates are made about the future.
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YEAR ENDED JLTNE 3O,2OI2

6. Other postemployment benefits (continued)

Actuarial methods and assumptions (continued):

Projections of benef,rts are based on the substantive plan (the plan as understood by the employer
and plan members) and include the types of benef,rts in force at the valuation date and the pattern
of sharing benefit costs between the employer and plan members to that point. The projection of
benefits for financial reporting purposes does not explicitly incorporate potential effects of legal
or contractual funding limitations on the pattern of cost-sharing between the employer and plan
members in the future. Actuarial calculations reflect a long-term perspective. Consistent with
that perspective, actuarial methods and assumptions used include techniques that are designed to
reduce short-term volatility in actuarial accrued liabilities and the actuarial value of assets. Some

key assumptions are as follows:

Measurement date - July I,2010

Funding method - Projected Unit Credit Cost Method

Discount rate - 4.0%o

Participation - All eligible retirees are assumed to elect medical and/or dental coverage if
available

Health care trend rates - 8.0% per year graded off .5o/o per year to an ultimate rate of 4.5%o

per year

7. Commitments and contingencies

Various lawsuits and claims are pending against the Town and the Agricultural Trust. A num'oer of
lawsuits are being defended by the Town's insurers and the claims are within the limits of
coverage; therefore, they pose no risk of loss. The outcome of the remaining lawsuits and claims
cannot be evaluated at this time and, accordingly, the Town and the Agricultural Trust have not
established a reserve for loss contingencies.

Amounts received or receivable from grantor agencies are subject to audit and adjustments by
grantor agencies, principally the federal government. Any disallowed claims, including amounts
already collected, may constitute a liability of the applicable funds. The amount, if any, of
expenditures which may be disailowed by the grantor cannot be determined at this time although
the Town expects such amounts, if any, to be immaterial. Total federal expenditures received by
the Town (including the component unit) totaled approximately $1,970,000 for the year ended

June30,2Ùtr2.

49



TOWN OF LITTLE, COMPTON, RHODE ISLAND

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JUNE 3O,2OI2

7. Commitments and contingencies (continued):

School construction project:

During 2012, the School Committee, the School Building Committee and the Town Council
approved the construction/renovation of the Wilbur & McMahon School (the Project). The

electors of the Town, atareferendum on May 1,2012, approvedthe issuance of not more than

$11,310,000 in bonds/notes to finance the Project. It is anticipated that the bond term will be 20

years at an interest rate of lessthan 5%o,with the State reimbursing 40%oof principal and interest

over the term of the bond. On December 13, 2012, the Town issued a Bond Anticipation Note
(BAN) for $9,800,000 to cover construction costs until such time as a bond is issued through
Rhode Island Health and Educational Building Corporation (RIHEBC) for the cost of the Project.

During 2012, the School Committee engaged the services of an architect to design the Project. The
estimated cost of these services is approximately $715,000, of which the amount paid or accrued

at June 30,2012 was approximately $423,000. The balance of this contract will be expended in
2013.It is anticipatedthat construction will commence in January 2013 and be completed within
twelve months. The Town Council and the School Committee issued requests for proposals for
construction contractors for the Project and, as a result of this competitive bid process, have

agreed upon a construction contractor for the Project. They are presently negotiating the terms of
the contract with the successful bidder. The contract is expected to be approximately

$10,100,000.

During the construction, the students, teachers and administrators will be displaced and housed in
temporary portable buildings erected on a site adjacent to the School's present location. The cost

of these portable buildings, including site preparation, set-up, monthly rent, take-down
expenditures and the installation of the necessary utilities, will be approximately $1,100,000. The

School Committee has committed to utilizing $1,100,000 of its accumulated surplus to fund these

nonconstructi on-related costs.
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NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED JTINE 30,2OI2

8. Long-term obligations:

Changes in the long-term obligations of governmental activities during the year ended June 30, 20!2 were as follows:

Balance,
Jul1' 1, 2011

Bonds payable:
Genenal obligation bonds
Revenue bonds

Additions Retirements

$

Balance,
June30,2012

$ 210,000
275.000

Due within
one year

s$ 315,000
330,000

105,000
55,000

105,000
55,000

Total bonds payable

Capital leases

Accrued compensated absences

Total long-term obligations

645,000 160,000 485,000 160,000

250,476 45,592 204,884 47,886

260,122 S 13,972 274.094 17,515

$ 1,155,598 $ 13,972 5 205,592 S 963,978 $ 225,40r

Connpensated absences have typically been liquidated in the General and School Department governmental funds.

General obligation bonds:

At a Special Financial Town Meeting on October 27, 1998, the Town approved the issuance of $3,010,000 of general obligation bonds. The
bonds, dated January I, 1999, are due January 1,2000 to January I,2OI4. The bonds provide for a varying interest rate with a yield of
4.I3o/o. Interest is due semiannually on January lst anrl July 1st.
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8. Long-term obligations (continued):

General obligation bonds (continued)

At a Special Financial Town Meeting in fiscal year 2007, the Town approvedthe issuance of $550,000 of revenue bonds. The bonds, dated
May 16, 2007, are due October 1, 2008 to June 30, 2017. The bonds provide for a varying interest rate with a yield of 4.00o/o. Interest is due
semiannually on October lst and April 1st.

Date issued

0 r/0 l/99

05/t6/07

Maûrity

0t/0t114

06/30/17

Amourú
iszued

$ 3,010,000

550,000

lnteræt

4.t3%

4.00Yo

Balancg
Jtfy 1, 2011

s 315,000

330,000

$ -0- $ 105,000

55.000

Bala¡rce,
Jrme 30,

20t2

$ 210,000

275.000

Interest paid

$ 14,289

14,575

date rate Additiors Retirements

Gøreral obligation bonds

Revenue bonds

Maturities of bonds, to be paid bythe general fund, are as follows:

Year Principal Interest

s 645,000 s -0 $ 160,000 $ 485,000 s 28.864

Totai

$ 1 8 1,820
175,000

63,075
60,650
57,700

20t3
2014
2015
2016
2011

i60,000
160,000
55,000
55,000
55,000

21,820
15,000
8,015
5,6s0
2.100

$$

$ 485,000 s s3,24s g 538,245
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8. Long-term obligations (continued):

Capital leases:

The Town's obligation for capital leases is recorded in the government-wide financiaX statements. Charìges in the Town's capital leases during
th.e year ended June 30, 2012 were as follows:

Maturities

Capibl leases payable

Fire,;ngine sbinless steel
pumperand 2008pierce
pumper fire tuck

Ricoh Copier

Interest

raouoS $339,85s 4.55%

07/0v08 2,723 0.O00/o

Date

issued
Amount
issued

Balance,
July 1,

201 t

1,089

s2s0A76

Balarrce,

June 3Q
2012

Due
e/itlin

one yezìr

lnterest
paidAmorurts

5, 47,342

49,755
52,290
54,953

rate Dates Additions Retirements

07ß1/r2
07/0t/t3
07ßur4
07ßt/t5

544 06ß0/r3

5249387 S -0- S 4s,047 S204,340 g 4'7,342 $ 12,708

545 5M 544

$ -0- $45,59 S204,884 $47,866 s 12,708

53
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8. Long-term obligations (continued):

Capital leases (continued):

The following is a schedule of capital leases outstanding and future minimum lease payments under
capital leases:

Year ending June 30, Amount

2013
2014
2015
20t6

$ 58,300
57,755
57,755
57 755

23I,565
26,681

$ 204,884

Minimum lease payments for all capital leases
læss amount representing interest

Total principal portion due

The gross amount of assets capitalizedunder capital leases is $ 519,538.

9. Fund deficit:

Individual funds had the following deficit fund balances at June 30,2012:

Basketball court
Assistance to firefi ghters

The above deficits will be funded through an administrative plan.

$ 13,070
5,055

$ 18 t25
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10. Risk management

The Town is exposed to various risks of loss related to torts; thefr of, damage to, and destruction of
assets; effors or omissions; and natural disasters. As a result, the Town participates in a non-
profil public entity risk pool (Rhode Island Interlocal Risk Management Trust, Inc.) (the Trust)
which provides coverage for property/liability and workers' compensation claims. Upon joining
the Trust the Town signed a pafücipation agreement which outlines the rights and responsibilities
of both the Trust and the Town. The agreement st¿tes that for premiums paid by the Town, the
Trust will assume financial responsibility for the Town's losses up to the maximum amount of
insurance purchased, minus the 'l'own's deductible amounts. The Trust provides this insurance
coverage through a pooled, self-insurance mechanism which includes reinsurance purchased by
the Trust to protect against large, catastrophic claims above the losses the Trust retains internally
for payment from the pooled contributions of its members. Settled claims resulting from these
risks have not exceeded the Trust coverage in any of the past three fiscal years. The School
Department purchases commercial insurance for all of its risks of loss. There were no significant
reductions in insurance coverage during the year ended June 30, 2012.

The Town also participates in the Health Pool (the Pool), a non-profit, public entity risk pool which
provides programs of liability, workers' compensatior¡ and health insurance coverage to Rhode
isianci cities, towns and other governmental units. Upon joining the Pool, members execute a
member agreement. That document, pursuant to which the Pool was established and operates,

outlines the rights and responsibilities of both the members and the Pool. Members of the Pool
participate in the Pool's health insurance plan administered through the Trust and Blue Cross
Blue Shield of Rhode Island (BCBSRI). Using the rate calculations prepared by BCBSRI, the
Pool sets annual contribution rates for the subscribers of each member for each program offered.
The Pool agreement requires that those contribution rates be set at a level sufficient, in the
aggregate, to satisfy the funding requirements of the Pool. The contributions of each member are

deposited into the General Fund and are used to pay for claims, reinsurance and all administrative
expenses.
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I 1 Joint venture

The Little Compton School Department (LCSD), in conjunction with three other member school
departments, participates in a joint venture entitled the Newport County Regional Special
Education Program (NCRSEP). NCRSEP was formed to provide services to qualified special
needs students in the four towns. Each town is assessed its share of the NCRSEP annual
operating budget based on each town's share of total students in the region averaged with each
town's share of students in the special education program. NCRSEP also administers the
federally funded IDEA Part B program for each of the towns. Each town pays salaries and
employee benef,rts directly to the teachers and aides on their respective payroll that work directly
for the program; such amounts are deducted from the gross annual assessment. LCSD's net
assessment for 2012 w¿ìs approximately $490,000. The towns have no equity interest in the net
assets of NCRSEP, which totaled approximately S104,000 at June 30,2012.

At June 30,2012, a total of approximately $207,000 in Medicaid reimbursements due to the LCSD
has been recorded as a liability of NCRSEP. This amount represents Medicaid reimbursements
received by NCRSEP over a number of years in excess of the budgeted receipts for Little
Compton.

Separately audited financial statements of NCRSEP are available at Newport County Regional
Special Education Program, Oliphant Lane, Middletown, P.I02842.
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TOWN OF LITTLE COMPTON, RHODE ISLAND

REQUIRED SU?PLEIIENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE - GENERAI FUND

YEAR ENDED JUNE3O,2O12

Budget
As

Less amounts
Budgeted

For Other Funds

$ (381,EE8)

(122,2s4)

(504.t42)

(r00,000)

(6,731,998)

t6-831 9981

6-327-856

(100,000)
(6.227 856\

(6-327-856\

Total
General Fund

Rr¡¡lcet

10,004,741
103,566
416,61 8

2,500
l 80,000

32 500

10.739.925

401,586
441,161

2,465,595
207,489

165,4s6
399,3t2
431 1't2

4 511 971

6-227.954

(6.227 8s6\

6-227 -856)

98

Actual

10,086,270
144,76s
459,61s

2,418
172,351

14 293

70.879.712

570,251
294,s08

2,7s4,502
I 88,864

122,68t
374,271
398.900

4703 977

6.175 735

(6267 856\

(6-267.8s6\

(92,12t)

54.400

(37,72t)

t,787,702

Variance
Favor¿ble

lUnfavor¿ble)

$ 81,s29
41,t99
42,99'1

(82)
(7,64e)

(1 8.207)

139 787

(168,665)
r46,6s3

(288,907)
18,62s

42,775
25,041
32,472

(r92.006)

(52219\

40 000

40-000

s (92.2t9\

Revenues:
General property taxes and penalties
Intergovernmental revenue
Licenses, permits and fees
l¡terest on investments
Bach receipts
Otïer revenue
Miscellaneous income

Total revenues

Expenditures:
General govemment
Financial administration
Public safety
Capital projects and debt service
Education
Transfer station
Public works
Parks, recreation and other services

Total expenditures

Excess (deficiency) of revenues over expenditures

Other financing sources (uses):

Reappropriated fu nd balance
Transfers between funds

Total other financing sources (uses)

Excess ofrevenues and other financing sources over
expendifures and other f,rnancing uses, budgetary basis

Adjustment of budgetary basis to U.S GAAP basis

Excess ofexpenditures and other financing uses over
revenues and other financing sources" U.S. GAAP basis

Fund balæce, beginning ofyear

Adonted

10,004,741
4E5,454
4t6,618

2,500
1 80,000
122,254
f2 500

11 )440,67

$ $

401,586
44t,161

2,56s,59s
20'1,489

6,731,998
16s,456
399,312
431 372

11.343-969

(99,902\

100,000

100.000

s 98$ g

See notes to requi¡ed supplementary information.
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TO}VN OF LITTLE COMPTON, RHODE ISLAND

REQUIRED SI,JPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE _ SCHOOL DEPARTMENT

YEAR ENDED JUNE 30,2OI2

Budget

Adopted
As

Va¡iance
Favorable

(Unfavorable)Actual
Revenues:

Funds received State RI - unrestricted
Federal aid - Entitlements, Gra¡rts and Reshicted Funds

State cont¡ibution to teachers' pension plan
Miscellaneous receipts

Total revenues

Expenditures:
Salaries
Fringe Benefits
Technical a¡d P¡ofessional Services

Purchased Property Services
Purchased Other Services
Materials and Supplies

Capital Outlay
Other Operating Expenses

Total expenditures

Excess of expenditures over revenues

Other financing sources:

Reappropriated fund balance

Transfer Town appropriations

Total other financing sources

Excess of expenditures over revenues and other financing sources,
budgetary basis

Adjustnent of budgetary basis to U.S. GAAP basis

Excess of expenditures over reyenues and other financing sources,
U.S. GAAP basis

Fund bala¡rce, beginning ofyear

Fund balance, end ofyear

$ 257,047
t24,841

22,254

404,t42

2,807,996
1,051,744

2s4,824
t49,600

r,973,076
264,458
22r,500

8,800

6,731,998

(6,327,8s6')

l 00,000
6,227,856

6,327,856

s

See notes to required supplementary information.
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325,491
178,027
r95,371
s7,106

68,444
53, I 86

r95,371
34,852

$ $

755,995 35 1,853

3,076,541
r,280,283

271,396
I 1 8,475

2,090,678
249,598
580,705

13,r04

(268,s45)
(228,539)
(t6,s72)
31,r25

(1r7,602)
14,860

(3s9,20s)
(4.304)

7.680.780 o48.782\

(6,924.78s',) (s96.929\

100,000

6,227,856

6,327,856

(5e6,929)

(123,627)

(720,ss6)

t,384,414

$ 663,858

$ (596,929)



TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION -
BUDGETARY COMPARISON SCHEDULES

YEAR ENDED JTINE 3O,2OI2

Budget preparation and budgetary basis ofaccounting:

In accordance with the Town's Charter, the Town has formally established budgetary accounting control
for its General Fund and the School Department. The General Fund and School Department are subject
to an annual operating budget legally adopted at the annual Financial Town Meeting. The annual
operating budget's appropriation amounts are supported by revenue estimates and take into account the
elimination of accumulated deficits and the reappropriation of accumulated surpluses to the extent
necessary. The General Fund and School Department annual operating budgets are in conformity with
the legally cnactcd budgctary basis. The legally enacted budgetary basis differs from accounting
principles generally accepted inthe United States (U.S. GAAP) in several regards. Budgets are adopted
on the modified accrual basis with cerlain exceptions. Budgetary revenues may include reappropriations
from fund equlty previously recognized under U.S. GAAP. Budgetary expenditures and expenses are
recognized when legally binding orders (encumbrances) are placed.

Adjustments fromthe budgetary basis to the U.S. GAAP basis of accounting are as follows:

General School
Fund Department

Reappropriated fu nd equity

Change in reserve for encuinbrances

Total adjustments

Budget compliance:

$ (1oo,o0o)

(23,627)$ 54,400

s 54,400 $ (123,627)

Costs of operations for all departments, ofTices and agencies established within the Town Charter must
be appropriated through an annual budget ordinance. These departments are presented within the
General Fund and the School Department and budgetary control is legally enforced at the depadment
level. Appropriation transfers between departments require approval by the Town Council.
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TOWN OF LIÎTLE COMPTON, RHODE ISLAND

REQURED SUPPLEMENTARY INFORMATION

SCHEDT'LE OF FUNDING PROGRESS

YEAR ENDED JUNE 30, 2012

Actua¡ial
Valuation

Date

Actua¡ial Value
of Assets

(a)

Actua¡ial
Accrued
Liability

ô)

Unfi¡nded
AAL

(UAAL)
(b-a)

Covered
Payroll

(c)

UAAL as a

Percentage of
Covered
Payroll
l-(b-a)/cl

Funded
Ratio

Pensìon Plan

7 /1/2011
7/1/2010
7/r/2009
7/t/2008
7/r/2007
7/1/2006

711/20t0

7,158,938
s,847,47s
4,990,643
s,849,s16
6,1 2 1,508
5, I 85,900

8,257,937
7,8s3,226
7,7s7,s6l
7,4s2,092
5,927,448
6,471,342

2,629,923

1,098,999
2,005,751
2,766,9r8
t,602,576
(1 e4,060)

1,28s,442

86.69% $
'14.46%

6433%
78.49%

t03.27%
80.74o/o

0%

t,784,706
I,707 ,439
1,73 0,883
1,945,970
1,826,625
1,660,654

2,623,416

6tj8%
117.47%
159.86%
82.35%

-t0.62%
77.4r%

$ $ $

OPEB Plan

2,629,923 100.25%
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TO'WN OF LITTLE COMPTON, RHODE ISLAND

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF EMPLOYER CONTRIBUTIONS

YEARENDED JUNE 30,2012

Pension Plan

Fiscal Year
Annual Required

Contribution
Percentage
Contributed

2007
2008
2009
20t0
20tl
2012

Fiscal Year

$ 358,331
338,040
424,315
507,896
414,405
336,738

OPEB Plan

Annual Required
Conhibution

Percentage
Contributed

84.60%
106.00%
79.66%
83.56%

t22.s6%
123.06%

20rl s 258,326 4439%
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TOWN OF LITTLE COMPTON, RHODE ISLAND

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

YEAR ENDED JTINE 3O,2OI2

The information presented in the required supplementary schedule was determined as part of the annual
actuarial valuation at the date indicated. Additional information as of the latest actuarial valuation
follows:

Pension Plan

Valuation date

Actuarial cost method

Amortization method

Remaining amortization peri od

Asset valuation method

Actuarial as sumptions :

Investment rate of retum

Projected salary increases

Valuation date

Actuarial cost method

Asset valuation

Actuarial assumptions
Discount rate

Health care cost trend rates

July 1, 2011

Entry Age Normal

30 years

Unknown

Market

7.5o/opet annum

4.0o/o pet annum

OPEB Plan

July 1,2010

Projected unit credit

Not applicable; unfunded

4.0o/opet annum

8.0o/o per year graded off 0.5% per year to an ultimate
rate of 4.5o/o per year

All eligible retirees are assumed to elect medical
and/or dental coverage if available

Parlicipation
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TOWN OF LTTTLE COMPTON, RHODE ISLAND

S UPPLEMENTA RY INFORMATION

TAX COLLECTOR'S ANNUAL REPORT

YEARENDED JUNE 30,2OI2

Real estate and personal property taxes receivable:

Tax Roll
Year

Balance
July 1,2011

Abatements/
adiustments

Amount to
be collected Collections

(19,30r ) $
10,030

42
(1,705)
(2,993)
(3,11t)
(3,273)
(3,360)
(1,239)

(84e)
(217)
(634)

9,995,215
380,571
13,319
40,8s8
t7,703
9,277
4,694

763
786
705
112

2,046

9,603,469
310,434
22,331

8,830
4,659
2,400
2,193

27
49

92
728

Balance
June30,2012

$ 381,146
70,t37
51,042
32,028
13,045
6,877
2,50t

763
159
6s6
620

1.31 8

56t,492

(23.381)

s 538,10s

$

Assessment

$ 10,004,516 $ $20lt
20r0
2009
2008
2007
2006
2005
2004
2003
2002
2001

2000 and Prior

370,54I
73,337
42,563
20,696
12,988
1,961
4,123
2,02s
1,554

929
2,680

$ s39.403 $ 10.004.s16 $ Q7 -210\ $ 10.s 16.709 $ 9.95s.2t7

Less allowance for doubtful accor¡nts
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TOWN OF LITTLE COMPTON, RHODE ISLAND

TAX COLLECTOR'S ANNUAL REPORT (CONTTNUED)

YEARENDED JUNE 3O,2OI2

Schedule ofproperty taxes levied and colleoted- cash basis:

Year Ended
June 30 Assessments

Total
Collections

Percent
Collected

Balance Due
June30,2012

Delinquent
Taxes Owed

Percent ofCunent
Assessments

2012
20t1
2010
2009
2008
2007
2006
200s
2004
2003
2002
2001

9,955,2r7
9,831,693
9,277,113
9,478,790
8,908,704
9,502,067
8, I 14,040
7 ,495,17 1

6,g4g,ll7
6,303,584
5,9 19,904
5,658,481

$ 10,004,516
9,850,654
9,44r,514
9,459,376
9,007,274
8,568,543
8,170,104
7,550,740
6,862,648
6,290,531
6,190,736
5,696,992

$ 99.51o/o

99¡t%
98.26%
99.58o/o

98.970/o

99.22%
993r%
99.26%
99.80%

100.21%
9s.62%
99j0%

561,492
539,403
501,500
333,601
320,609
2s7,312
227,27s
267,667
235,235
213,742
242,006
265,092

5.61%
s.48%
5.3IYo
353%
3.56%
3.00o/o

2.78%
3.54%
3.43%
3.40%
3.91%
4.66%

$
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TOWN OF LITTLE COMPTON, RHODE ISLAND

TAX COLLECTOR'S ANNUAL REPORT (CONTINUED)

YEAR ENDED JTINE 3O,2OI2

Schedule of net assessed property value by category:

Description of property Valuations Levy

Real property
Motor vehicles

Tangible personal

Total

Exemptions

Current year assessment

$ 1,816,073,967 $

43,057,2r2

9,619,497

9,679,674

598,495

I02,533

Reconciliation of current year property tax revenue:

Current year collections
Revenue collected within 60 days subsequent to year ended June 30, 2012

Prior year revenue received in current year

Current year real estate and personal property tax revenue

1,858,749,676 10,380,702

35,755,047 376,186

$ 1,832,994,629 $ 10,004,516

$ 9,955,217

258,007

10,213,224

(1 88,143)

$ 10,025,081
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APPENDIX C

DEFINITIONS

The following are definitions of certain of the terms defined in the Master Indenture orthe Agreement and used
in this Official Statement.

"Accreted Value" means with respect to any Capital Appreciation Bond (i) as of any Valuation Date, the
amount set forth for such date in the Series Indenture authorizing such Capital Appreciation Bond and (ii) as of any date
other than a Valuation Date, the sum of (a) the Accreted Value on the preceding Valuation Date and (b) the product of
(l ) a fraction, the numerator of which is the number of days having elapsed from the preceding Valuation Date and the
denominator of which is the number of days from such preceding Valuation Date to the next succeeding Valuation Date,
calculated based on the assumption that Accreted Value accrues during any semi-annual period in equal daily amounts
on the basis of a year of twelve (12) thirty-day months, and (2) the difference between the Accreted Values for such
Valuation Dates.

"Act" means the Rhode Island Health and Educational Building Corporation Act, being and constituting
Chapter 38.1 of Title 45, as amended of the Rhode Island General Laws.

"Administrative Fund" means such fund so designated, created and established by the Applicable Series
Indenture pursuant to Section 5.02 of the Master Indenture.

"Agreement" means the Financing Agreement between the Corporation and a Borrower executed and delivered
in connection with the issuance of a portion of an Applicable Series of Bonds, as from time to time amended or
supplemented in accordance with the terms and provisions of the Master Indenture and of the Agreement.

"Allocable Portion" means each Borrower's proportionate share of certain obligations arising under the
Applicable Series of Bonds from time to time and the respective Agreements, particularly with respect to the Applicable
Arbitrage Rebate Fund, the costs of issuance of such Series of Bonds, and the payment of principal, interest and
redemption price of such Series of Bonds as particularly determined by the Applicable Series Indenture.

"Applicable" means (i) with respect to any Series Indenture, the Series Indenture relating to particular Bonds,
(ii) with respect to any Series of Bonds, the Series of Bonds issued under a Series Indenture for a particular Borrower or
Borrowers, (iii) with respect to any Agreement, the Agreement entered into by and between a Borrower and the
Corporation, (iv) with respect to a Borrower, the Borrower for which a Series of Bonds is issued, (v) with respect to any
Construction Fund, Debt Service Fund, Arbitrage Fund or Costs of lssuance Account in a Construction Fund, the Fund
or Account established in a particular Series Indenture, and with respect to a particular Construction Account in a
Construction Fund, means the Construction Account established and undertaken with respect to each Applicable
BorroweL, (vi) with respect to a Credit Facility or Liquidity Facility, the Credit Facility or Liquidity Faciliry, if any,
identified in the Applicable Series lndenture, (vii) with respect to State Housing Aid, the amounts payable to the
Corporation on account of a Borrower, (viii) with respect to State Basic Education Aid, the amounts payable to the
Corporation on account of a Borrower, and (ix) with respect to Borrower Bonds, the Borrower Bonds issued and
delivered to the Corporation by a Borrower as required by the Agreement.

"Appreciated Value" means with respect to any Deferred Income Bond (i) as of any Valuation Date, the amoullt
set forth for such date in the Applicable Series Indenture authorizing such Deferred lncome Bond and (ii) as of any date
other than a Valuation Date,lhe sum of (a) the Appreciated Value on the preceding Valuation Date and (b) the product of
(1) a fraction, the numerator of which is the number of days having elapsed from the preceding Valuation Date and the
denotrinator of which is the number of days from such preceding Valuation Date to the next succeeding Valuation Date,
calculated based on the assumption that Appreciated Value accrues during any semi-annual peliod in equal daily
amounts on the basis of a year of twelve (12) thirly-day months, and (2) the difference between the Appreciated Values
for such Valuation Dates, and (iii) as of any dale of computation on and aftel the lnterest Commencement Date, the
Appreciated Value on the Interest Commencernent Date.

"Arbitrage Rebate Fttnd" means each such fund so designated, created and established by the Applicable Series
Indenture pursuant to the Master lndenture.
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"Authorized Newspaper" means The Bond Buyer or any other newspaper of general circulation printed in the
English language and custonrarily published at least once a day for at least f,rve days (other than legal holidays) in each
calendar week in the Borough of Manhattan, City and Stâte of New York, designated by the Corporation.

"Authorized Officer" means (i) in the case of the Corporation, the Chairperson, the Vice-Chairperson, the
Treasurer, an Assistant Treasurer, the Secretary, an Assistant Secretary, and when used with reference to any act or
document also means any other person authorized by a resolution or the by-laws ofthe Corporation to perform such act
or execute such document; (ii) in the case of a BorroweL, when used with reference to any act or document, means the
person identifred in the Master Indenture or in the Applicable Agroement as authorized to perform such act or execute
such document, and in all other cases means the Director of Finance, Treasurer or Chief Financial Officer of the
Borrower or an offtcer or employee of a Bonower authorized in a written instrument signed by the Director of Finance,
Treasurer; and (iii) in the case of the Trustee, the President, a Vice President, a Corporate Trust Officer, an Assistant
Corporate Trust Officer, a Trust Officer or an Assistant Trust Officer ofthe Trustee, and when used with reference to any
act or document also means any other person authorized to perform any act or sign any document by or pursuant to a

resolution of the Board of Directors of the Trustee or the by-laws of the Trustee.

"Basic Debt Service Payment" means all amounts payable pursuantto the Applicable Agreement, inclu-ding in
particular the Applicable Borrower Bonds.

"Bond" or "Bonds" means any of the bonds of thc Corporation authorized and issued pursuant to the Master
Indenture and to an Applicable Series Indenture.

"Bond Counsel" means an attorney or a law hrm, appointed by the Corporation with respect to a particular
Series of Bonds, having a national reputation in the field of municipal law whose opinions are generally accepted by
purchasers of municipal bonds.

"Bond Year" means unless otherwise stated in the Applicable Series Indenture a period of twelve (12)
consecutive months beginning May 15 in any calendar year and ending on May 14 of the succeeding calendar year.

"Bondholder," "Holder of Bonds" or "Holder" or any similar term, when used with reference to a Bond or
Bonds, means the registered owner of any Bond.

"Book-Entry Bond" means a Bond authorized to be issued to, and issued to and registered in the name oi a
Depository directly or indirectly for the beneficial owners thereof.

"Borrower" or "Borrowers" means with respect to an Applicable Series of Bonds, each or all of the cities, towns
and regional school clistricts for whose benefit the Corporation shall have issued all or a poftion of such Series and with
whom the Corporation shall have executed one ol'more Agreements.

"Borrower Bonds" means the bonds, notes, or other evidences of indebtedness, which, ifnot required by law to
be in the form of a bond or note certificate, may be represented by a Financing Agreement.

"Borrower Payment Subaccount" shall mean the subaccount established in the Debt Service Account
established with respect to a Borower into which the Trustee shall deposit payments made by the Bonower on the
Borrower Bonds.

"Boffower Resolution" means, collectively, the ordinances or resolutions of the Applicable Borrower
authorizing the execution and delivery of the Agleement, the borrowing of the Loan proceeds, and the issuance and
delivery to the Corporation of the Borrower Bonds.

"Borrower Tax Certificate" means the certificate of a Bonowel to be delivered pursua[t to the Applicable
Agreement and to be datecl the date of delively of the Corporation Bonds.

"Business Day" means any day which is not a Saturday, Sunday or a day on which banking institutions
chartered by the State or the United States of America are legalty autlrorized to close in the State or in the City of New
York; provided, however, that, with respect to Option Bonds or Variable Interest Rate Bonds of a Series, such term
means any day which is not a Saturday, Sunday or a day orL whicl'i the Ì.lew York Stock Exchangc, banking institutions
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chartered by the State or the United States of America, the Trustee or the issuer of a Credit Facility or Liquidity Facility
for such Bonds are legally authorized to close.

"Capital Appreciation Bond" means any Bond as to which interest is compounded on each Valuation Date
therefor and is payable only at the maturity or prior redemption thereof.

"Code" means the Internal Revenue Code of 1986 and the applicable regulations promulgated thereunder.

"Construction Fund" means each such fund so designated, created and established by the Applicable Series
Indenture pursuant to the Master lndenture.

"Construction Account" means each such account in a Construction Fund so designated, created and established
for each Applicable Borower by the Applicable Series Indenture pursuant to the Master Indenture.

"Continuing Disclosure Agreement" means the Continuing Disclosure Agreement, dated as of the date of
issuance of the Corporation Bonds, by and among the Corporation, the Trustee and the Borrower.

"Corporation" means the Rhode Island Health and Educational Building Corporation, a public body corporate
and agency ofthe State created by the Act, or any body, agency or instrumentality ofthe State which shall succeed to the
rights, powers, duties and functions ofthe Corporation.

"Corporation Bonds" means the series of bonds of the Corporation issued in whole or in part to finance the
Loans made under the Agreement, together with any bonds of the Corporation issued to refinance such bonds.

"Corporation Tax Certificate" means the Tax Certificate concerning certain matters pertaining to the use of
proceeds ofthe Bonds executed by and del ivered to the Corporation and the Trustee on the date of issuance ofthe Bonds,
including any and all exhibits attached thereto.

"Cost" shall have the meaning as set forth in the Act.

"Credit Facility" means an irrevocable letter of credit, surety bond, loan agreement, Standby Purchase
Agreement, municipal bond insurance policy or other agreement, facility or insurance or guaranty arrangement issued or
extended by a bank, a trust company, a national banking association, an organization subject to registration with the
Board of Governors of the Federal Reserve System under the Bank Holding Company Act of 1956 or any successor
provisions of law, a federal branch pursuant to the lnternational Banking Act of I 978 or any successor provisions of law,
a domestic branch or agency of a foreign bank which branch or agency is duly licensed or authorizecl to do business
under the laws of any state or territory of the United States of America, a savings bank, a saving and loan association, an
insurance company or association chartered or organized under the laws of any state ofthe United States of America, the
Government National Morlgage Association or any successor thereto, the Federal National Morlgage Association or any
successor thereto, or any other federal agency or instrumentality approved by the Corporation, pulsuant to which the
Corporation is entitled to obtain moneys to pay the principal, purchase price or Redemption Price of Bonds due in
accordance with their terms or tendered for purchase or redemption, plus, accrued interest thereon to the date of payment,
purchase or redemption thereof, in accordance with the Master Indenture and with the Series lndenture authorizing sr-rch

Bonds whether or not the Corporation is in default under the Master Indenture.

"Debt Service Fund" means each such fund so designated, created and established by the Applicable Series
Indenture pursuant to the Master lndenture.

"Defeasance Security" means (a) a Governrnent Obligation of the type described in clauses (i), (i¡), (iii) or (iv)
of the definition of Government Obligations, (b) Federaì Agency Obligations described in clalrses (i) or (ii) of the
definition of Federal Agency Obligations and (c) an Exempt Obligation, provided such Exempt Obligation (i) is not
subject to redemption prior to maturity other than at the option of the holder thereof or as to which irrevocable
instructions have been given to the trustee of such Exempt Obligation by the obligor thereof to give due notice of
redemption and to call sLrch Exempt Obligation for redemption on the date or dates specified in such instructions and
such Exempt Obligation is Irot otherwise subject to redemption prior to such specifìed date other than at the option of the
holder thereof, (ii) is secured as to principal and intelest and redemption premium, if any, by a fund consisting only of
cash or Govet'nment Obligations, which fund rnay be applied only to the payment of sLrch principal of and interest and
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redemption premium, if any, on such Exempt Obligation on the maturity date thereof or the redemption date specified in
the irrevocable instructions referred to in clause (i) above, (iii) as to which the principal ofand interest on the direct
obligations of the United States of America which have been deposited in such fund, along with any cash on deposit in
such fund, are sufhcient to pay the principal of and interest and redemption premium, if any, on such Exempt Obligation
on the maturity date or dates thereof or on the redemption date or dates specified in the irrevocable instmctions referred
to in clause (i) above, and (iv) is rated by at least two nationally recognized Rating Agencies in the highest rating
category for such Exempt Obligation; provided, however, that (1) such term shall not incìude any interest in a unit
investment trust or mutual fund or (2) any obligation that is subject to redemption prior to maturity other than at the
option of the holder thereof.

"Deferred Income Bond" means any Bond as to which interest accruing thereon prior to the Interest
Commencement Date of such Bond is compounded on each Valuation Date for such Deferred Income Bond, and as to
which interest accruing after the Interest Commencement Date is payable semi-annually on each Interest Payment Date.

"Depository" means The Depository Trust Company, New York, New York, a limited purpose trust company
organized under the laws ofthe State, or its nominee, or any other person, finn, association or corporation designated in
the Series Indenture authorizing a Series ofBonds to serve as securities depositoly for the Bonds ofsuch Series.

"Escrow Agreement" means the Escrow Agreement, if any, dated as of the date of issuance of the Corporation
Bonds, by and bctwccn thc Borrowcr and thc cscrow agcnt thcreunder, as such agreement may be amended from time to
time in accordance with its terms.

"Exempt Obligation" means (i) an obligation of any state or territory of the United States of America, any
political subdivision of any state or territory of the United States of America, or any agency, authority, public beneht
corporation or instrumentality of such state, territory or political subdivision, the interesi on which is excludable fi'oin
gross income under Section 103 of the Code, which is not a "specihed private activity bond" within the meaning of
Section 57(a)(5) of the Code and which, at the time an investment therein is made or such obligation is deposited in any
fund or account under the Master Indenture, carries a rating no lower than the rating carried by general obligation bonds
of the State, (ii) a certificate or other instrument which evidences the beneficial ownership of, or the right to receive all or
a portion ofthe payment ofthe principal ofor interest on any ofthe foregoing and (iii) a share or interest in an open-end
investment company or association or investment trust wholly comprised of any of the foregoing obligations which is
registered in an open-end investmont company or association or investment trust r.vholly comprised of such obligaticns
which is registered under the Federal Investment Company Act of 1940 and which company association or trust shall
comply with the provisions of RÏode Island General Laws Section 35- 10- 1 1 or any other applicable general or special
law relating to investments.

"Existing Indebtedness" means the bonds or notes of the Borrower described in Exhibit B to the Applicable
Agreement, which bonds or notes have hnanced the Project, if any.

"Facility Provider" means the issuer of a Credit Facility or a Liquidity Facility delivered to the Applicable
Trustee.

"Federal Agency Obligation" means (i) an obligation issued by any federal agency or instrumentality, (ii) an
obligation the principal of and interest on which are fully insured or guaranteed as to payment by a federal agency, (iii) a
certihcate or other instrument which evidences the beneficial ownership of, or the right to receive alI or a portion of the
payment of the principal of or interest on any of the foregoing and (iv) a share or interest in an open-end investment
company or association or investment trust wholly comprised of such obligations which is registered under the Federal
Investment Company Act of 1940 and which company association or trust shall cornply with the provisions of Rhode
Island Genelal Laws Section 3 5- I 0- I 1 or any other applicable general or special law relating to investments.

"Fitch" means Fitch, Inc., a corporation organized and created under the laws of the State of Delaware and its
successors and assigns.

"General Obligation Pledge" means the pledge of the full faith and credit and taxing power of a Borrower to the
Corporation pursuant to an Applicable Agreement to secure the Borrower's obligations under such Agreement.

"Geüe¡:al TreasuLer" ireans the Cei-reral Treasurer of the State
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"Government Obligation" means (i) a direct obligation of the United States of America, (ii) an obligation the
principal of and interest on which are fully guaranteed as to payment of principal and interest by the United States of
America, (iii) an obligation to which the full faith and credit of the United States of America are pledged, (iv) a
certificate or other instrument which evidences the beneficial ownership of, or the right to receive all or a portion of the
payment ofthe principal ofor interest on any ofthe foregoing and (v) a share or interest in a an open end investment
company or association or investment trust wholly comprised of any of the foregoing obligations which is registered
under the Federal Investment Company Act of 1940 and which company, association or trust shall comply with the
provisions of Rhode Island General Laws Section 35-10-l I or any other applicable general or special law relating to
investments.

"Indenture" or "Master Indenture" means the Master Trust Indenture between the Corporation and the Trustee
providing for the Borrower's Revenue Bond Financing Program, as from time to time amended or supplemented by
Supplemental Indentures in accordance with the terms and provisions thereof.

"Interest Commencement Date" means, with respect to any particular Deferred Income Bond, the date prior to
the maturity date thereof specified in the Applicable Series Indenture authorizing such Bond, after which interest
accruing on such Bond shall be payable on the Interest Payment Date immediately succeeding such Interest
Commencement Date and semi-annually thereafter on each Interest Payment Date.

"Interest Payment Date" means, unless otherwise provided in the Applicable Series Indenture, May 15 and
November 15 of each Bond Year.

"Investment Agreement" means a repurchase agreement or other agreement for the investment of moneys with a

Qualifi ed FinanciaI Institution.

"Liquidity Facility" means an irrevocable letter of credit, surety bond, loan agreement, Standby Purchase
Agreement, line of credit or other agreement or arrangement issued or extended by a bank, a trust company, a national
banking association, an organization subject to registration with the Board ofGovernors ofthe Federal Reserve System
under the Bank Holding Company Act of 1956 or any successor provisions of law, a federal branch pursuant to the
International Banking Act of 1978 or any successor provisions oflaw, a savings bank, a domestic branch or agency ofa
foreign bank which branch or agency is duly licensed or authorized to do business under the laws ofany state or territory
of the United States of America, a savings and loan association, an insurance company or association chartered or
organized under the laws of any state of the United States of America, the Government National Mortgage Associatìon
or any successor thereto, the Federal National Mortgage Association or any successor thereto, or any other federal
agency or instrumentality approved by the Cotporation, pursuant to which moneys are to be obtained upon the terms and
conditions contained therein for the purchase or redemption of Option Bonds tendered for purchase or redemption in
accordance with the terms of the Master Indenture and of the Applicable Series Indenture authorizing such Bonds.

"Loan" means the loan in the Principal Amount made to the Applicable Borrower from the proceeds of the
Corporation Bonds pursuant to the Agreement.

"Maximum Rate" or "Maximum Interest Rate" means, with respect to any parlicular Variable Interest Rate
Bond, the numerical rate ofinterest, ifany, set forth in the Series Iudenture authorizing such Bond, that shall be the
maximum rate at which such Bond may bear interest at any time.

"Memotandum of Understanding" means the Memorandum of Understanding, as it may be amended from time
to time, among the Corporation, the General Treasurer of the State of Rhode Island and the Controller of the State of
Rhode Island, and acknowledged by the Department of Elementary and Secondary Education, providing for payment of
the State's share of school housing project costs as determined in accordance with Rhode Island General Laws Sections
16-7-35 through 16-l-41 , as amended, and providing for the intercept of State Basic Education Aid payable pursuant to
16-7-15 through 16-l-34.3 of the General Laws, and any future legislation providing for such housing aid and basic
education aid payments.

"M inimum Interest Rate" means, with respect to any particular Variable lnterest Rate Bond, a numerical rate of
ittterest, if any, set forth in the Series Indenture aLrthorizing such Bond, that shall be the minimum rate at which such
Bonds may bear intelest at any time.
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"Moody's" means Moody's Investors Service, a corporation organized and existing under the laws ofthe State
of Delaware, or its successors and assigns.

"Notice of Terms" means a notice setting fofth and confirming the definitive principal amounts, maturity dates
and interest rates of the Borrower Bonds and certain other terms of the Loan which, to the extent such terms shall be
inconsistent with the parameters set forth in the Applicable Agreement, shall be subject to the approval of the Applicable
Borrower.

"Option Bond" means any Bond which by its terms may be tendered by and at the option of the Holder thereof
for redemption by the Corporation prior to the stated maturity thereof or for purchase thereof, or the maturity of which
may be extended by and at the option of the Holder thereof in accordance with the Series Indenture autholizing such
Bonds.

"Outstanding" when used in reference to Bonds, means, as of a particular date, all Bonds authenticated and
delivered under the Master Indentule and under any Applicable Series Indenture except: (i) any Bond cancelled by the
Applicable Trustee at or before such date; (ii) any Bond deemed to have been paid in accordance with Section 12.01 of
the Master Indenture; (iii) any Bond in lieu of or in substitution for which another Bond shall have been authenticated
and delivered pursuant to the Master Indenture; and (iv) Option Bonds tendered or deemed tendered in accordance with
the provisions ofthe Series Indenturc authorizing such Bonds on thc applicable adjustment or conversion date, ifinterest
thereon shall have been paid through such applicable date and the purchase price thereofshall have been paid or amounts
are available for such payment as provided in the Master Indenture and in the Series Indenture authorizing such Bonds.

"Paying Agent" means, with respect to the Bonds of any Series, the Trustee and any other bank or trust
company and its successor or successors, appointed pursuantto the provisions ofthe Mastel lndenture and ofa Series
Indenture or any other resolution ofthe Corporation adopted prior to authentication and delivery ofthe Series ofBonds
for which such Paying Agent or Paying Agents shall be so appointed.

"Permitted Collateral" means (i) Government Obligations described in clauses (i), (ii) or (iii) ofthe definition of
Government Obligations, (ii) Federal Agency Obligations described in clauses (i) or (ii) of the definition of Federal
Agency Obligations, or (iii) financial guaranty agreements, surety or other similar bonds or other instruments <-rf alr
insurance company that has an equity capital of at lcast $125,000,000 and is rated by Bests Insurance Guide or a
nationally recognized Rating Agency in the highest rating category.

"Permitted Investments" means any of the following: (i) Government Obligations; (ii) Federal Agency
Obligations; (iii) Exernpt Obligations; (iv) Uncollateralized certificates of deposit that are fully insured by the Federal
Deposit I nsurance Corporation and issued by a banking organization authorized to do business in the State and having its
principal offrce or a deposit-taking facility in the State; (v) Collateralized certificates ofdeposit that are (a) issued by a
banking organization authorized to do business in the State that has an equity capital ofnot less than $125,000,000,
whose unsecured senior debt, or debt obligations fully secured by a letter or credit, contract, agreement or surety bond
issued by it, are rated by at least one nationally recognized Rating Agency in at least the second highest rating category,
and (b) are fully collateralized by Permitted Collateral; (vi) Investment Agreements that are fully collateralizedby
Permitted Collateral; and (vii) Ocean State Investment Pool created pursuant to Section 35- 10.2- I through 35- 10.2- I I of
the Rhode Island General Laws.

"Principal Amount" means the original aggregate principal amount of the Loan as eviclenced by the Borrower
Bonds which shall be an amount equal to the total principal amount shown as payable in the Anticipated Repayment
Schedule attached as Exhibit D to the Applicable Agreement; provided that such Loan amount may be revised to an

amount not greater than the maximum amount authorized by the Borrower shown in such Exhibit D by the Corporation
deliverìng a Notice of Terms to the Bonower to reflect the final sizing of the escrow, if any, to be established to provide
for the payment of the Refunded Bonds, if any, and any allocation of original issue discount or bond premium allocated
to the Borrower.

"Projects" means "project" as defined in the Act and described in the Agreement and may include costs that are

not eligible for reimbursement under Rhode Island General Laws Chapter 16-7.
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"Proportionate Share" means the proportion that the outstanding principal amount of the Bonower Bonds
bears to the outstanding principal amount of the Corporation Bonds.

"Qualifìed Financial Institution", means any of the following entities that has an equity capital of at least
$ 125,000,000 or whose obligations are unconditionally guaranteed by an affiliate or parent having an equity capital of at
least $125,000,000: (i) a securities dealer, the liquidation of which is subject to the Securities Investors Protection
Corporation or other similar corporation, and (a) that is on the Federal Reserve Bank of New York list of primary
government securities dealers, and (b) whose senior unsecured long term debt is at the time an investment with it is made
is rated by at least one nationally recognized Rating Agency no lower than in the second highest rating category, or, in
the absence ofa rating on long term debt, whose short term debt is rated by at least one nationally recognized Rating
Agency no lower than in the highest rating category for such short term debt; provided, however, that no short term
rating may be utilized to determine whether an entity qualifies under this paragraph as a Qualified Financial Institution if
the same would be inconsistent with the rating criteria of any Rating Agency or credit criteria of an entity that provides a
Credit Facility or financial guaranty agreement in connection with Outstanding Bonds; (ii) a bank, a trust company, a
national banking association, a corporation subject to registration with the Board ofGovernors ofthe Federal Reserve
System under the Bank Holding Company Act of 1956 or any successor plovisions oflaw, a federal branch pursuant to
the International Banking Act of I 978 or any successor provisions oflaw, a domestic branch or agency ofa foreign bank
which branch or agency is duly Iicensed or authorized to do business under the laws of any state or territory ofthe United
States ofAmerica, a savings bank, a savings and loan association, an insurance company or association chartered or
organized under the laws of the United States of America, any state of the United States of America or any foreign
nation, whose senior unsecured long term debt is at the time an investment with it is made is rated by at least one
nationally recognized Rating Agency no lower than in the second highest rating category, or, in the absence of a rating
on long term debt, whose short term debt is rated by at least one nationally recognized Rating Agency no lower than in
the highest rating category for such short term debt; provided, however, that no short term rating may be utilized to
determine whether an entity qualifies under this paragraph as a Qualified Financial Institution if the same would be
inconsistent with the rating criteria of any Rating Agency or credit criteria of an entity that provides a Credit Facility or
financial guaranly agreement in connection with Outstanding Bonds; (iii) a corporation affiliated with or which is a
subsidiary of any entity described in (i) or (ii) above or which is affiliated with or a subsidiary of a corporation which
controls or wholly owns any such entity, whose senior unsecured long term debt is at the time an investment with it is
made is rated by at least one nationally recognized Rating Agency no lower than in the second highest rating category,
or, in the absence ofa rating on long term debt, whose short term debt is rated by at least one nationally recognized
Rating Agency no lower than in the highest rating category for such short term debt; provided, however, that no short
term rating may be utilized to determine whether an entity qualifies under this paragraph as a Qualified Financial
Institution if the same would be inconsistent with the rating criteria of any Rating Agency or credit criteria of an entity
that provides a Credit Facility or financial guaranty agreement in connection with Outstanding Bonds; (iv) the
Government National Mortgage Association or any successor thereto, the Federal National Mortgage Association or any
successor thereto, ot any other federal agency or instrumentality approved by the Corporation; or (v) a corporation whose
obligations, including any investments of any moneys held under the Master Indenture purchased from such corporation,
are insured by an insurer that meet the applicable rating requirements set forth above.

"Rating Agency" means each of Moody's, S&P and Fitch in each case, which has assigned a rating on a Series
of Bonds at the request of the Corporation and who continues to apply a rating on such Bonds at the time in question, or
their respective successors and assigns.

"Record Date" means, unless the Series IndentLrre relating to the Applicable Series of Bonds provides
otherwise, the fifteenth (l5th) day (whether or not a Business Day) preceding an lnterest Payment Date.

"Redemption Price", when used with respect to a Bond, means the principal amount of such Bond plus the
applicable premium, if any, payable upon redemption prior to maturity thereof pursuant to the Master lndenture or to the
Applicable Series Indenture.

"Refunded Bonds" means all or a portion of the Existing Indebtedness, if any, which is to be refunded with the
proceeds of the Corporation Bonds, as set fofth in Exhibit B to the Applicable Agreement.

"Refunding Bonds" means all Bonds, whether issued in one or more Series of Bonds, authenticated and
delivered on original issuance put'suant to the Master lndenture, and any Bonds thereafter authenticated and delivered in
lieu of or in substitution for such Bonds pursuant to the Master Indenture.
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"Remarketing Agent" means the person appointed by or pursuant to a Series Indenture authorizing the issuance

ofOption Bonds to remarket such Option Bonds tendered or deemed to have been tendered for purchase in accordance

with such Series Indenture relating to such Option Bonds.

"Remarketing Agreement" means, with respect to Option Bonds of a Series, an agreement between the

Corporation and the Remarketing Agent relating to the remarketing of such Bonds.

"Rovenues" means (i) the Basic Debt Service Payment paid by a Borrower pursuant to the Applicable
Agreement, which includes amounts payable by each Borrower under the Applicable Borrower Bonds, (ii) the

Applicable State Housing Aid, to the extent receivedby the Corporation with respectto Applicable Borrower Bonds, (iii)
Applicable State Basic Education Aid, to the extent received by the Corporation to pay Applicable Borrower Bonds, and
(iv) the right to receive the same and the proceeds thereof and of such right.

means Standard & Poor's Ratings Services, a division of The McGraw-Hill Corporation, or its
successors and assigns.

"serial Bonds" means, with respect to Bonds of a Series, the Bonds so designated in an Applicable Series

Indenture.

"Series" means all of the Bonds authenticated and delivered on original issuance and pursuant to the Master
lndenture and to the Applicable Series Indenture authorizing such Bonds as a separate Series ofBonds, and any Bonds
thereafter authenticated and delivered in lieu of or in substitution for such Bonds pursuant to the Master Indenture,
regardless of variations in maturity, interest rate, Sinking Fund Installments or other provisions.

"series Indenture" means an indenture between the Corporation and the Trustee providing for the issuance of a

Series of Bonds entered into pursuant to the Master Indenture.

"sinking Fund Installment" means, as of any date of calculation, when used with respect to any Bonds of a

Series, other than Option Bonds or Variable Interest Rate Bonds, so long as any such Bonds are Outstanding, the amount
of money required by the Master Indenture or by the Series Indenture pursuant to which such Bonds vvere issued, to be

paid on a single future May I 5 or November I 5 for thc rctirement of any Outstanding Bcnds of said Series which mature
after said fiture May 15 or November I 5, but does not inciude any amount payable by the Corporation by reason only of
the maturity of a Bond, and said future May 15 or November 15 is deemed to be the date when a Sinking Fund

Installment is payable and the date of such Sinking Fund Installment and said Outstanding Bonds are deemed to be

Bonds entitled to such Sinking Fund Installment, and when used with respect to Option Bonds or Variable Interest Rate
Bonds of a Series, so long as such Bonds are Outstanding, the amount of money required by the Series Indenture
pursuant to which such Bonds were issued, to be paid on a single future date for the retirement of any Outstanding Bonds

of said Series which mature after said future date, but does not include any amount payable by the Corporation by reason

only ofthe maturity of a Bond, and said future date is deemed to be the date when a Sinking Fund Installment is payable

and the date of such Sinking Fund Installment and said Outstanding Option Bonds or Variable Rate lnterest Bonds of
such Series are deemed to be Bonds entitled to such Sinking Fund Installment.

"special Obligation Pledge" means the pledge of monies to the extent they become legally available by
appropriation by the Borrower or otherwise, and which does not constitute a pledge ofthe full faith and credit and taxing
power of the Borrower, made by a Borrower to the Corporation pursuant to an Applicable Agreemeut to secure the

Borrower's obligations under such Agreement.

"standby Purchase Agreement" means an agreement by and between the Corporation and another person or by
and among the Corporation, one or more Borrowers and another person, pursuant to which such person is obligated to
purchase an Option Bond tendered fol purchase.

"state" means the State ofRhode Island and Providence Plantations.

"State Approvals" means the approval of the Board of Regents fot Elementary and Secondary Education of the

Ploject.
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"State Basic Education Aid" shall mean aid for the basic education program provided by the State pursuant to
Sections 16-1-15 through 16-7-34.3 of the Rhode Island General Laws and pursuant to all acts supplementing such
sections or pursuant to any other law hereafter enacted providing for funds to cities, towns and regional school districts
in lieu of or in substitution for the funds presently provided pursuant to such sections.

"State Basic Education Aid Subaccount" shall mean the subaccount established in the Debt Service Account
established with respect to a Borrower into which the Trustee shall deposit State Basic Education Aid received to pay
Borrower Bonds issued to secure the Corporation's Bonds of a Series.

"State Housing Aid" shall mean aid provided by the State pursuant to Sections 16-7-40,16-7 -41 and 16-7 -44 of
the Rhode Island General Laws and pursuant to all acts supplementing such sections or pursuant to any other law
hereafter enacted providing for funds to cities, towns and regional school districts in lieu of or in substitution for the
funds presently provided pursuant to such sections.

"State Payment Subaccount" shall mean the subaccount established in the Debt Service Account established
with respect to a Borrower into which the Trustee shall deposit State Housing Aid received with respect to the Borrower
Bond issued to secure the Corporation's Bonds ofa Series.

"State's Portion" shall mean the portion of the Borrower Bond debt service payments payable by the State as
determined by application of the "school housing ratio" for a Borrower, as in effect from time to time pursuant to
Chapter 7 of Title 16 of the General Laws of Rhode Island and all acts supplementing such Chapter or pursuantto any
other law hereafter enacted providing for funds to cities, towns and regional school districts and regulations promulgated
thereunder.

"Supplemental Indenture" means any indenture of the Corporation amending or supplementing the Indenture,
any Applicable Series Indenture or any Supplemental Indenture executed, delivered and becoming effective in
accordance with the terms and provisions of the Master Indenture.

"Tax-Exempt Securities" lneans a certifrcate of indebtedness issued by the United States Treasury pursuant to
the Demand Deposit State and Local Government Series program described in 3 1 CFR part 344 and, any municipal bond
(other than a qualified private activity bond), the interest on which is excluded from federal gross income.

"Term Bonds" means, with respect to Bonds of a Series, the Bonds so designated in an Applicable Series
Indenture and payable from Sinking Fund Installments.

"Trust Estate" means the proceeds from the sale ofan Applicable Series ofBonds, the Applicable Revenues, the
Applicable State Housing Aid, the Applicable State Basic Education Aid, to the extent received by the Corporation with
respect to Applicable Borrower Bonds; all funds authorized by the Master Indenture and established pursuant to an
Applicable Series Indenture, otherthan an Applicable Arbitrage Rebate Fund and the Applicable Administrative Fund,
all as pledged and assigned to the Trustee pursuant to the Master Indenture.

"Trustee" means the bank or trust company appointed as Trustee for the Bonds pursuant to the Master Indenture
or any Supplemental Indenture and having the duties, responsibilities and rights provided for thelein, and its successor or
stlccessors and any other bank or trust company which may at any time be substituted in its place pursuant thereto.

"Valuation Date" means (i) with respect to any Capital Appreciation Boncl, the date ol dates set forth in the
Series lndenture authorizing such Bond on which specific Accreted Values are assigned to such Capital Appreciation
Bond, and (ii) with l'espect to any Deferred Income Bond, the date or dates prior to the Interest Commencement Date and
the Interest Commencement Date set fofth in the Selies Indenture authorizing such Bond on which specific Appreciated
Values ale assigned to such Deferred Income Bond.

"Vat'iable lnterest Rate" nteans the rate or rates of intelest to be borne by a Series of Bonds or any one or n.ìore
matLrrities within a Series of Bonds which is or may be varied from time to time in accoldance with the methocl of
compLrting sLrch interest rate or rates specified in the Series Indenture authorizing such Bonds, which shall be based on (i)
a percentage or percentages or other function ofan objectively determinable interest rate or rates (e.g., a prime lending
rate) which rnay be in effect from tir¡e to time or at a particular time or times or (ii) a stated interest rate that may be
changed f,rom time to time as provided in the Series lndenture authorizing sr.rch Boncls; provided, however, that such
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variable interest rate may be subject to a Maximum Interest Rate and a Minimum lnterest Rate and that there may be an

initial rate specified, in each case as provided in such Series Indenture; provided, further, that such Series Indenture shall

also specif either (x) the particular period or pedods of time or manner of determining such period or periods of time for
which each variable interest rate shall remain in effect or (y) the time or times at which any change in such variable
interest rate shall become effective or the manner of determining such time or times.

"Variable Interest Rate Bond" means any Bond which bears a Variable Interest Rate; provided, however, that a

Bond the interest rate on which shall have been fixed for the remainder of the term thereof shall no longer be a Variable
Interest Rate Bond.
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APPENDIX D

SUMMARY OF CERTAIN PROVISIONS OF'THE FINANCING AGREEMENT

The following is a brief summary of certain provisions of the Financing Agreement to be executed by the
Borrower. The summary reflects the provisions of a single Agreement although a separate Agreement will be executed
by each Borrower. Such summary does not purport to be complete and reference is made to the Agreement for full and
complete statements of such provisions. Defined terms used herein have the meanings ascribed to them in APPENDIX
C or the body of this Official Statement.

Loan Clauses

(A) Loan Consummation. Subject to the conditions and in accordance with the terms of the Agreement,
the Corporation agrees to make the Loan and the Borrower agrees to accept and repay the Loan in an aggregate principal
amount of up to the Principal Amount at a net interest cost not to exceed the Maximum Rate. Pursuant to the Agreement
and as evidence ofthe Loan made to the Borrower, the Borrower agrees to issue to or upon the order ofthe Corporation,
and to deliver to or upon the order of the Corporation, the Borrower Bonds in an aggregate principal amount ofup to the
Principal Amount, bearing interest at rates not exceeding the Maximum Rate and expected to mature at the times and in
the amounts set forth in the Agreement in accordance with the Borrower Resolution and laws applicable to the issuance
of the Borrower Bonds. Subject to the provisions of the Agreement, the definitive terms of the Loan and the Borrower
Bonds shall be as set forth in the Notice of Terms delivered by the Corporation to the Borrower.

(B) Payment to Trustee. The Borrower shall appropriate and pay the full (gross) debt service payment and,
subject to the Trustee's receipt of the State Housing Aid and State Basic Education Aid, any amounts paid by the
Borrower and held by the Trustee after the next succeeding payment date for the Corporation's Bonds shall be paid by
the Trustee to the Borrower. On the dates set forth in the Notice of Terms, commencing on the date set forth in the
Agreement, the Borrower shall deposit or cause to be deposited with the Trustee for deposit in the applicable Borrower
Payment Subaccount of the Applicable Debt Service Account, the full amount of the payment due on the Borrower
Bonds on such dates, respectively. Any balance in the Borrower Payment Subaccount of the Applicable Debt Service
Account on the first Business Day after the immediately succeeding interest payment date for the Corporation Bonds
shall be paid to the Borrower.

(C) Pledge and Acknowledsment. The Borrower gives its General Obligation Pledge to cover the
payments required under the Agreement. The Borrower acknowledges that State Housing Aid payable by the State to
cover the State's Portion of such amounts shall be paid directly to the Trustee as provided in Chapter 7 of Title 16 of the
Rhode Island General Laws and the Memorandum of Understanding and that upon the occurrence of any Event of
Default under the Agreement alI State Housing Aid and State Basic Education Aid, including aid for bonds, notes or
other evidences of indebtedness issued prior to or subsequent to the date of the Agreement shall be paid to the
Corporation or to the Corporation's designee. Such General Obligation Pledge shall be irrevocable and shall continue
until the date on which the liabilities of the Corporation and the Borrower with respect to the Project have been
discharged and the Proportionate Share ofthe Corporation Bonds have been paid or otherwise discharged. (Section 3.1)

Other A Pavable.

(A) The Bonower expressly agrees to pay

(i) Upon the issuance and sale of the Corporation Bonds, the initial financing fee and the
Borrower's Proporlionate Share (or such other portion thereofas shall be agreed upon by the Borrower and the
Corporation) of the costs and expenses of the Corporation in the preparation, sale and delivery of the
Corporation Bonds, the preparation and delivery of any legal instruments and documents necessary in
connection with the Agreement and therewith and their filing and recording, if required, and all taxes and
charges payable in connection with any of the foregoing, all as specifìed in the Notice of Terms. Such costs
shall be payable from proceeds ofthe Corporation Bonds or flom such othel sources identified in Exhibit C to
the Agreement and shall be in the amount specified in the Notice of Terms, subject to the limit set forth in such
Exhibit C;
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(ii) When due, other costs of issuance payable to consultants and attorneys utilized by the
Bonower, if any, in connection with the issuance of the Borrower Bonds as set forlh in the Notice of Terms;
and

(iiÐ As such expenses are incurred, subject to appropriation by the Borrower, the amount ofany
Corporation expenses (including but not limited to investment losses and the reasonable fees and expenses of
the Corporation, the Trustee, the owners of Corporation Bonds, and attorneys representing any ofthe foregoing)
incurred as a result of the Borrower's failure to r-nake any payment on the Borrower Bonds when due or failure
to otherwise comply with the terms of the Agreement or the Borrower Bonds.

(B) Indemnification. To the extent permitted by law, the Borrower agrees to indemnifli, defend and hold
harmless the Corporation and each member, officer and employee of the Corporation against any and all liabilities,
losses, costs, damages or claims, and shall pay any and alljudgments or expenses ofany and all kinds or nature and
however arising, imposed by law, including interest thereon, which it or any of them may sustain, be subject to or be
caused to incur by reason of any claim, action, suit, charge or proceeding arising from or out of (1) the Agreement, the
Loan and the Project financed thereby based on information furnished by the Borrower or actions or inactions of the
Borrower in connection therewith, (2) any failure by the Borrower to deliver the Borrower Bonds to the Corpolation or
(3) any allegation that an off,rcial statement, prospectus, placement memorandum or other offering document prepared in
connection with the sale and issuance of the Corporation Bonds contained an untrue or misleading statement of a

nlaterial fact obtained frour the Bon'ower relating to the Borrower or the Projcct, or omittcd to state a material fact
relating to the Borrower or the Project necessary in order to make the staternents made therein in light of the
circumstances under which they were made not misleading; provided, however, that neither the Corporation nor a

member, officer or employee of the Corporation shall be released, indemnified or held harmless from any claim for
damages, liability, loss, cost, damage, judgrnent or expense arising out of the gross negligence or willful misconduct of
the Corporation, such member, officer or empioyee.

The Corporation agrees to give the Borrower prompt notice in writing of the assertion of any claim or the
institution of each such suit, action or proceeding described above and to cooperate with the Borrower in the
investigation of such claim and the defense, adjustment, settlement or compromise of any such action or proceeding.
The Corporation shall not settle any such suit, action or proceeding without the prior written consent ofcounsel to the
Borrower.

Except as provided in the following paragraph, the Borrower, at its own cost and expense, shall defend any and
all suits, actions or proceedings which may be brought or assefted against the Corporation, its members, officers or
employees for wh ich the Borrower is required to indemnifu the Corporation or hold the Corporation harmless pursuant to
the hrst paragraph, but this provision shall not be deemed to relieve any insurance company which has issued a policy of
insurance as may be plovided for in the Agreement from its obligation to defend the Borrower, the Corporation and any
other insured named in such policy of insurance in connection with claims, suits or actions covered by such policy.

The Corporation and each member, officer or employee thereof shall, at the cost and expense of the Borrower,
be entitled to employ separate counsel in any action or proceeding arising out of any alleged act or omission which
occurred or is alleged to have occurred while the member, officer or employee was acting within the scope of his or her
employment or duties in connection with the financing or refinancing or use of the Project, and to conduct the defense
thereof, in which (i) the counsel to the Borrower determines, based on his or her investigation and review of the facts and
circumstances ofthe case, that the interests ofsuch person and the interests ofthe Borrower are in conflict, or in the
event such counseI determines that no conflict exists, a court ofcompetentjurisdiction subsequently determiues that such
person is entitled to employ separate counsel, or (ii) such person may have an available defense which cannot as a matter
of law be assefted on behalf of,such person by the Borrower or by counsel employed by it, or (iii) such person may be
subject to criminal liability, penalty or forfeiture, or (iv) the Borower has consented to the ernployment of separate
counsel or the counseì retained by the Borro\À/er pursuant to this paragraph B is not reasonably acceptable to the
Corporatiou, provided, however, that the Borrower shall not be liable for attorneys' fees ofseparate counseI so retaiued
or any other expenses incuned in connection with the defense ofan action or proceeding described in clause (iii) ofthis
paragraph, unless the rnember, officer or employee shall have prevailed on the merits or such action or ploceeding was
dismissed or withdrawn, or an adverse judgment was reversed upon appeal, and such action or proceeding may not be

recommenced. Attorney's fees of separate counsel retained in accordance with this paragraph shall be paid only upon
the audit of an applopriate Borrower otïcer. (Section 3.2)
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Redemption of Borrower Bonds.

(A) Redemption Provisions. The Borrower Bonds shall be subject to redemption prior to maturity in
accordance with the Agreement and Notice of Terms. The Borrower shall not, without the prior written consent of the
Corporation, redeem prior to maturity any of the Borrower Bonds prior to the date on which any corresponding
outstanding Corporation Bonds are redeemable.

The Borrower shall give notice of redemption of any Borrower Bonds to the Corporation and the Trustee at
least sixty (60) days and not more than seventy-five (75) days prior to the date frxed for redemption of the Borrower
Bonds. (Unless waived by the Corporation (or the successor registered owners of the Borrower Bonds.) The Borrower
shall also publish a notice of redemption of the Borrower Bonds at least fifteen (15) days prior to the date of redemption
in a daily newspapet'of general circulation in the State and in an Authorized Newspaper, as defined in the Master
lndenture, unless waived by the Corporation or a successor holder ofthe Borrower Bonds.

(B) Application of Excess Proceeds. (i) The Borrower expressly acknowledges and agrees that, pursuant
to the Master Indenture, with respect to any unspent proceeds remaining in an Applicable Construction Account
established for the Borrower after completion of the Projects, that such moneys shaltbe paid by the Trustee first, to the
Applicable Arbitrage Rebate Account established for the Borrower to the extent required by Section 148 ofthe Code and
any remainder to the Borrower Payment Account in the Applicable Debt Service Account established for the Borrower;
(ii) the Borrower expressly acknowledges and agrees that, with respect to any remaining unspent proceeds of any
Refunded Bonds, either (a) such proceeds are required for the completion of the Project and the Borrower will, prior to
issuance ofthe Corporation Bonds, on or before the date specified by the Corporation, transfer any remaining unspent
proceeds ofthe Refunded Bonds to a separate fund or account and invest such proceeds in Tax-Exempt Securities or (b)
the Borrower shall apply any remaining unspent proceeds of any Refunded Bonds to be used to make the next
succeeding debt service payments on any Refunded Bonds, and the Corporation Bonds do not refund that portion ofany
Refunded Bonds.

(C) Costs. The Borrower shall pay all costs and expenses of the Corporation in effecting the redemption of
any Corporation Bonds prior to maturity that are so redeemed due to the redemption prior to maturity of any Borrower
Bonds, including any difference in the amount of interest due on the Borrower Bonds and the amount of interest due on
the Corporation Bonds. (Section 3.3)

Deposit of Loan Proceeds.

(A) To the extent the proceeds ofthe Loan are to be used to pay Costs ofthe Projects or costs ofissuance
of Corporation Bonds or Borrower Bonds or any amounts payable to the Corporation under the Agreement, the portion
of the proceeds to be so used shall be held on deposit with the Trustee for the account of the Borrower. Amounts so
deposited shall be invested and disbursed at the direction of the Corporation in accordance with the Master lndenture and
the Series Indenture.

Investment earnings on such amounts shall accrue to the benefit of the Borrower and shall be transferred semi-
annually to the Borrower Payment Subaccount of the applicable Debt Service Account established for the Borrower.

(B) To the extentthe proceeds ofthe Loan are to be used to refund any Refunded Bonds, the Corporation
shall direct the Trustee to depositthe portion of the proceeds to be so used w¡th the paying agent fot'the Refunded
Bonds, from which disbursements shall be made in accordance with the Escrow Agreement, if any. (Section 3.4)

Effective Date and Term.

The date of the Agreement is for reference purposes only and the Agreement shall become efIèctive upon the
date of execution and delivery of the Agreement by the parties thereto, shall remain in full force and effect from such
date and shall expire on such date as all Corporation Bonds shall be discharged and satisfied in accordance with the
provisions thereof and all obligations of the Borrower to the Corporation thereunder are satisfìed. (Section 3.5)
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The Borrower authorizes the Trustee to invest, in accordance with instructions of the Corporation and laws
governing the investments of the Corporation and the Borrower, amounts that are held by the Trustee for the account of
the Borower in accordance with the provisions of the Master Indenture. The Borrower acknowledges that the

Corporation and the Trustee shall not be liable or responsible for any loss, direct or indirect, resulting from any
investment authorized by the Master Indenture and the Agleement or from the redemption, sale or maturity of any such
investment as therein authorized or from any depreciation in value ofany such investment. lnterest earnings shall be

applied in accordance with the Agreement. (Section 3.7)

Authorization to Acquire Investments under Escrow Aqreement. if any.

The Borrower authorizes the Corporation to acquire the investments required by and to be held by the escrow
agent under the Escrow Agreement, if any, including forward purchase aontracts. Such investments shall be permitted
investments pursuant to Rhode lsland General Laws Section 45-12-5.2 or any other applicable general or special law.
(Section 3.9)

Apnlication of Interest Earnings.

The Corporation aglees that it will cause to be deposited in the Debt Service Fund thc intcrcst earned and paid
on the investment of moneys in the Debt Service Fund and the Construction Fund. Pursuant to the Master Indenture, the
Corporation agrees that, so long as no event of default has occurred under the Agreement, the Corporation shall direct
the Trustee to pay to the Borrower semi-annually the excess amounts (as determined by the Corporation) in the Borrower
Payment Subaccount of the Applicable Debt Service Account in the Debt Service Fund described in the Master
Indenture. (Section 3.10).

Compliance with Laws and Aqreements.

(A) Compliance. The Bonower agrees that the Project shall at all times during the term of any Loan be in
compliance, in all material respects, with applicable federal and State laws and regulations. The Borrower will at all
times construct and operate (or cause to be constructed and operated) the Project, in compliance with all applicable
federal, State and looal laws, ordinances, rules, regulations and the Agreement, and with all other applicable laws and

regulations to the extent necessary to ensure the availability ofthe Project for its intended purposes and to ensure the
safety of the public in connection with the Project.

(B) Prosram Restrictions. Title 16, Chapters 7 and 7.2 of the Rhode Island General Laws includes
conditions of, and restrictions, on the receipt of State Housing Aid and State Basic Education Aid. Under current law,
schoolhousingprojectcostsshallincludethecostofinterestpaymentsonanybondissuedafterJuly l, l988,provided
that such bond is approved by the voters on or before June 30, 2003 or issued by a municipal public building authority or
bytheappropriateapprovingauthorityonorbeforeJune30,2003. ForthoseprojectsapprovedafterJune30,2003,
interest payments may only be included in project costs provided that the bonds for these projects are issued through the
Rhode Island Health and Educational Buitding Corporation. School housing project costs shall exclude: (1) any bond
issuance costs incurred by the municipality or regional school district; (2) demolition costs f-or buildings, facilities, or
sites deemed surplus by the school committee; and (3) restrictions pursuant to Rhode lsland General Laws
Section 16-7-44.1. Abuilding,facility,orsiteisdeclaledsurplusbyaschool committeewhenthecommitteenolonger
has such building, facility, or site under its direct care and control and transfers control to the municipality. The term of
any bond, or capital lease shall not be longer than the useful life ofthe project and these instruments are subject to the
public review and voter approval othelwise required by law for the issuance of bonds or capital leases. Cities or towns
issuing bonds, or leases issued by municipal public buildings authorities for the benefit of a local community pursuant to
chapter 50 oftitle 45 shall not require voter approvaì. State Housing Aid shall not be provided for the purchase of
furniture, fixtures and equipment except in the case ofa project to construct a new school or new school addition that is
also supported by a general obligation or lease revenue bond. State Housing Aid shall not be provided for projects

supported by capital lease agreements that: ( I ) are not lease purchase agreements; (2) do not demonstrate a direct benefit
to the school or are not located on school property; and (3) do not exclude all non-capital costs such as maintenance costs

plior to the request for reimbursement. lf at any time during the term of the Borrower Bond, the Project fails to qualify
for State Housing Aid, the General Obligation Pledge of the Borrower shall remain in full force and effect and the

Bomower shailconiinue to pay the iulI amount of ti.re Loan anci ihc fuil ariior¡iri of ihe principal, premium, if any and
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interest on the Borrower Bonds. The Corporation and the Borower acknowledge that payments of State Housing Aid
and State Basic Education Aid by the State are subject to the annual appropriation offunds by the State for such purpose
and that in the event the State should fail to appropriate State Housing Aid for the Project, the Borrower is required to
pay the full amount of the Loan and the full amount of the principal, premium, if any, and interest on the Borrower
Bonds. In the event that the Borrower fails to pay such amounts, the Corporation may take steps under the Memorandum
ofUnderstanding to have all State Housing Aid, including aid for bonds, notes or other evidence of indebtedness issued
prior to or subsequent to the date of the Agreement, and State Basic Education Aid, to be paid to the Corporation or to
the Corporation's designee in satisfaction of the Loan andthe BorrowerBonds. (Section 4.1)

No Warrantv Reeardine Condition. Suitability or Cost of Proiect.

The Corporation makes no warranty, either express or implied, as to the Project or its condition or that it will be
suitable for the Borrower's purposes or needs, or that the proceeds ofthe Loan will be sufficient to pay the costs ofthe
Project. Nothing in the Agreement shall relieve the Bonower of its responsibility to properly plan, design, build and
effectively operate and maintain the Project as required by laws, regulations and permits. The Borrower acknowledges
and agrees that the Corporation or its representatives are not responsible for increased costs resulting from defects in the
plans, design drawings and specifications or other Project documents. Nothing in this section prohibits the Borrower
from requiring more assurances, guarantees, or indemnity or other contractual requirements from any party performing
work on the Project. (Section 4.2)

Construction of Proiect.

(A) Construction. To the extent, if any, that the Project is not yet complete, the Borrower agrees to
diligently pursue the expeditious completion of the Project.

(B) Completion Certihcate. To the extent, if any, that the Project is not yet complete, the Borrower shall
deliver to the Corporation a certifìcate of the Borrower stating that the Project has been completed in accordance with the
Agreement within seven (7) Business Days following such completion. (Section 4.3)

Ap¡rlication of Loan Proceeds.

The Borrower shall apply the proceeds of the Loan solely to finance Project costs or to refund the Refunded
Bonds, if any, as provided in the Escrow Agreement, if any, and to pay costs of issuance as set forth in the Agreement.
(Section 5.1)

Tax Covenant.

The Borrowel'covenants that it shall not take any action or inaction, nor failto take any action or permit any
action to be taken, with respect to the Project or the portion of the proceeds of the Corporation Bonds made available to it
as part ofthe Loan including amounts treated as proceeds ofthe Corporation Bonds for any purpose ofsection 103 of
the Code, if any such action or inaction would adversely affect the exclusion from gross income for federal income tax
purposesoftheinterestontheCorporationBondsunderSectionl03oftheCode. Thisprovisionshallcontrolincaseof
conflict or ambiguity with any other provision of the Agreement. Without limiting the generality of the foregoing, the
Borrower covenants that it will comply with the instructions and requirements of the Borrower Tax Ceftificate. The
Borrower covenants that it shall not take any action or inaction, nor fail to take any action or permit any action to be
taken, if any such action or inaction, which would cause the Corporation's Bonds to be "private activity bonds", "private
loan bonds," "arbitrage bonds" or "prohibited advance refunding bonds" within the meaning of Sections 141 , I 48 or I 49
oftheCode. TheBorrower(oranyrelatedpartywithinthemeaningofTreasuryRegulationSectionl.l50l(b))shallnot,
pursuant to an arrangement, formal or informal, purchase Corporation Bonds in an amount related to the amount of any
obligation to be acquired from the Borrower by the Corporation. The Borrower will, on a timely basis, provide the
Corporation with all necessary information to enable the Corporation to cornply with the arbitrage and rebate
requirements of the Code. (Section 5.2)
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Payment of Borrower Bonds.

The Borrower covenants and agrees that it shall duly and punctually pay or cause to be paid the principal
installments or redemption price of its Borrower Bonds and the interest thereon, at the dates and places and in the manner
stated in such Borrower Bonds and in accordance with the Agreement and that such obligation shall not be subject to any
defense (other than payment) or any rights ofsetoff, recoupment, abatement, counterclaim or deduction and shall be
without any rights of suspension, deferment, diminution or reduction it might otherwise have against the Corporation, the
Trustee or the owner of any Corporation Bond. (Section 5.4)

The Borrower covenants and agrees that it shall submit to the State all documentation required by the State as a
condition to the payment of any State Housing Aid and, if applicable, State Basic Education Aid in sufficient time to
permit such aid to be paid to the Trustee, as the Corporation's designee, on its scheduled payment date. (Section 5.5)

Defaults.

An "event of default" or a "default" under the Agreement means any one or more of the following events: (a)
failute by the Borrower to pay or cause to be paid when due the amounts to be paid under the Borrower Bonds; (b)
failule by the Bolrowel to pay or to cause to be paid when due any other payment rcquircd to bc made under the
Agreement which failure continues for a period of thirty (30) days after payment thereof was due, provided that written
notice thereofshall have been given to the Borrower not less than thirly (30) days prior to the due date thereof; (c) failure
by the Borrower to observe and perform any covenant, çondition or agreement on its part to be observed or performed,
other than as referredto in subparagraphs (a) and (b) of this parugraph,which failure shall continue for a period ofthirty
(30) days after written notice, speciffing such failure and requesting that it be remedied, is given to the Borower by the
Corporation or such longerperiod, as is requiredto cure such default, ifby reason ofthe nature ofsuch failure the same
cannot be remedied within such thirty (30) day period and the Borrower has within such thirty (30) day period
commenced to take appropriate actions to remedy such failure and is ditigently pursuing such actions; (d) any
representation or warranty of the Borrower contained in the Agreement shall have been at the time it was made uníue in
any rnaterial respect; or (e) the Borower shall generally not pay its debts as such debts become due, or shall admit in
writing its inability to pay its debts generally, or shall make a general assignment for the benefit of creditors; or any
proceeding shall be instituted by or against the Borrower seeking to adjudicate it a bankrupt or insolvent, or seeking
liquidation, winding up, reorganization, arrangement, adjustment, protection, relief, or composition of it or its debts
under any law relating to bankruptcy, insolvency or reorganizafion or reliefofdebtors, or seeking the entry ofan order
for reliefol the appointment ofa receiver, trustee, or other similar official for it for any substantial part ofits property; or
the Bouower shall authorize any of the actions set forlh above in this subparagraph (e). (Section 6.1)

Remedies.

Whenever any event of default referred to in the Agreement shall have happened and be continuing, the
Corporation may take whatever action at law or in equity may appear necessary or desirable to collect the payments then
due and thereafter to become due, or to enforce performance and observance ofany obligation, agreement or covenant of
the Bonower under the Agreement, including requiring payment to the Trustee of any public funds otherwise payable to
the Borrower by the State as provided in the Memorandum of Understanding, the exercise of any remedy authorized by
the Rhode Island General Laws with respect to obtaining payment on the Bomower Bonds and any other administrative
enforcement action and actions for breach ofcontract. (Section 7.1)

No Remedy Exclusive.

No remedy is intended to be exclusive of any other available remedy or remedies, but each and every such
remedy shall be cumulative and shall be in addition to every other remedy given undel the Agreement or now or
hereafter existing at law or in equity or by statute. No delay or omission to exercise any right or power accruing upon
any default shall impair any such right or power or shall be construed to be a waiver thereof, but any such right and
power may be exercised from time to time and as often as may be deemed expedient. ln older to entitle the Corporation
to exercise any remedy reserved to it underthe Agreement, it shall not be necessary to give any notice, otherthan such
notice as may be expressly required. (Section 7.2)
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Waiver and Non-Waiver

In the event any agreement contained in the Agreement should be breached by either party and thereafter
waived by the other party, such waiver shall be limited to the pafticular breach so waived and shall not be deemed to
waive any other breach under the Agreement. No detay or omission by the Corporation to exercise any right or power
accruing upon default shall impair any right or power or shall be construed to be a waiver of any such default or
acquiescence therein. (Section 7.3)

Amendments. Supplements and Modifications.

The Agreement shall not be amended, supplemented or modified except by a written instrument executed by the
Corporation and the Borrower and, if such amendment occurs after the issuance of the Corporation Bonds, upon the
corporation's compliance with the provisions of the Master Indenture. (section 8.4)

(A) The Borrower shall, at the request of the Corporation, authorize, execute, acknowledge and deliver
such further resolutions, conveyances, transfers, assurances, financing statements and other instruments as may be
deemed necessary or desirable by the Corporation, in its sole discretion, for better assuring, conveying, g.uniing,
assigning and confirming the rights, security interests and agreements granted or intended to be granteã by the
Agreement and the Borrower Bonds. The Borrower also agrees to furnish to the Corporation such additional information
concerning the financial condition of the Borrower as the Corporation may from time to time reasonably request.

(B) Without limiting the generality of the foregoing, the Borrower agrees to comply with the terms of the
Continuing Disclosure Agreement.

(C) If and so long as the offering of the Corporation Bonds continues (a) the Bonower will furnish such
information with respect to itself as the Underwriters of the Corporation Bonds may from time to time reasonably request
and (b) if any event relating to the Bonower shall occur as a result of which it is necessary, in the opinion of tiond
Counsel to the Corporation, General Counsel of the Corporation or counsel for such Underwriters, to amend or
supplement the Official Statement of the Corporation used in connection with the offering of the Corporation Bonds in
order to make such information not misleading in light of the circumstances then existing, the Borower will forthwith
prepare and furnish to the Corporation and the Underwriters such information relating to the Borrower as may be
necessary to permit the preparation of an amendment of or supplement to such Official Statement (in form and substance
satisfactory to the Bond Counsel to the Corporation and counsel for the Underwriters) which will amend or supplement
such Official Statement so that it will not contain any untrue statement of a material fact or omit to state a material fact
necessary in order to make statements therein, in light of the circumstances then existing, not misleading. Unless the
Borrower shall have been notified to the contraly in writing by the Corporation or the Underwriters, the Borrower shall
be entitled to presume that the offering by the Corporation and that its obligations underthis paragraph shall have ceased
twenty-five(25)daysafterthedateofdeliveryofthecorporationBonds. (sectiong.g)
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APPENDIX E

SUMMARY OF CERTAIN PROVISTONS OF THE MASTER INDENTURE
AND THE SERIES INDENTURE

The following is a brief summary of certain provisions of the Master Indenture and the Series Indenture. Such
summary does not pulport to be complete and reference is made to the Master Indenture for full and complete statements
of such provisions. Defined terms used herein have the meanings ascribed to them in APPENDIX C or the body of this
Official Statement.

It is the intent of the Master Indenture to authorize the issuance by the Corporation, from time to time, of its
revenue bonds in one or more Series, each such Series to be authorized by a separate Applicable Series Indenture and,
inter alia to be separately secured from each other Series ofBonds. Each such Series ofBonds shall be separate and
apart from any other Series ofBonds authorized by a different Series Indenture and the Holders ofBonds ofsuch Series
shall not be entitled to the rights and benefits confered upon the Holders ofBonds ofany other Series ofBonds by the
respective Series Indenture authorizing such Series of Bonds. With respect to each Applicable Series of Bonds, in
consideration ofthe purchase and acceptance ofany and all ofthe Bonds ofan Applicable Series authorized to be issued
under the Master Indenture and the Applicable Series Indenture by those who shall hold or own the same from time to
time, the Master Indenture and the Applicable Series Indenture shall be deemed to be and shall constitute a contract
among the Corporation, the Trustee and the Holders from time to time of the Bonds of an Applicable Series, and the
pledge and assignment made in the Master lndenture and the covenants and agreements set forth to be performed by or
on behalfofthe Corporation shall be for the equal and ratable benefit, protection and security ofthe Holders ofany and
all of the Bonds of such Series, all of which, regardless of the time or times of their issue or maturity, shall be of equal
rank withor¡t preference, priority or distinction ofany Bonds ofa Series over any other Bonds ofsuch Series excepi as
expressly provided in the Master Indenture or permitted thereby or by the Applicable Series Indenture. (Section 1.03)

Authorization of Bonds.

The Bonds are authorized pursuant to the Master Indenture and each Applicable Series shall be issued as
provided therein. The Bonds of each Series shall be special obligations of the Corporation payable solely fi.om the
Revenues pledged for the paymentthereof and all funds and accounts (excluding the Applicable Arbitrage Fund and the
Applicable Administrative Fund) authorized by the Master Indenture and established by the Applicable Series lndenture,
all in the manner more particularly provided in the Master Indenture. The aggregate principal amount of Bonds of a
Selies which may be executed, authenticated and delivered is not limited except as provided in the Master. Indenture and
the Applicable Series Indenture.

The Bonds of each Series of the Corporation shall not be a debt of the State, nor shall the State be liable
thereon, nor shall the Bonds be payable out ofany funds other than those ofthe Corporation pledged by the Master
Indenture to the payment of the principal, Sinking Fund lnstallments, if any, and Redemption Price of and interest on
such Series ofBonds. (Section 2.01)

Additional Oblisations.

The Corporation reserves the right to issue bonds, notes or any other obl igations or otherwise incur indebtedness
pursuant to other and separate indentures or agreements of the Corporation, so long as such bonds, notes or other
obligations are not, or such other indebtedness is not entitled to a charge, tien or right prior or equal to the charge or I ien
created by the Master [ndenture and pursuant to an Applicable Series lndenture, or prior or equal to the r.ights of the
Corporation and Holdels of an Applicable Series of Bonds provided by the Master Indenture or with respect to the
lxoneys pledged thereunder or pursuant to an Applicable Series Indenture. (Section 2.05)
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Authorization of Redemption

Bonds subject to redemption prior to maturity pursuant to the Master Indenture or to a Series Indenture shall be

redeemable, in accordance with the Master Indenture, at such times, at such Redemption Prices and upon such terms as

may otherwise be specified therein or in the Applicable Series Indenture authorizing such Series. (Section 4.01)

Redemption at the Election or Direction of the Corporation.

The Series, maturities and principal amounts thereof to be redeemed at the election ol direction of the

Corporation shatl be determined by the Corporation in its sole discretion, subject to any limitations with respect thereto

contained in the Master Indenture or in the Series lndenture authorizing such Series. Such notice shall be given to the

Trustee at least sixty (60) days prior to the date on vrhich such Bonds are to be redeemed, or such lesser number ofdays
as shall be acceptable to the Trustee. (Section 4.02)

Selection of Bonds to Be Redeemed.

Unless otherwise provided in the Series Inclenture authorizing the issuance of Bonds of a Series, in the event of
redemption of less than all of the Outstanding Bonds of like Series, maturity and tenor, the Trustee shall assign to each

Outstanding Bond of the Series, maturity and tenor to be redeemed a distinctive number for each unit of the plincipal
amount of such Bond equal to the lowest denomination in which the Bonds of such Series are authorized to be issued and

shall select by lot, using such method ofselection as it shall deem proper in its discretion, from the numbers assigned to
such Bonds as many numbers as, at such unit amount equal to the lowest denomination in which the Bonds of such

Series are authorized to be issued for each number, shall equal the principal amount ofsuch Bonds to be redeemed. In
rnaking such selections the Trustee may draw the Bonds by lot (i) individually or (ii) by one or more groups, the

grouping for the purpose of such drawing to be by serial numbers (or, in the case of Bonds of a denomination of more

than the lowest denomination in which the Bonds of such Series are authorized to be issued, by the numbers assigned

thereto as provided in the Master lndenture) which end in the same digit or in the same two digits. In case, upon any

drawing by groups, the total principal amount of Bonds drawn shall exceed the amount to be redeemed, the excess may

be deducted from any group or groups so drawn in such manner as the Trustee may determine. The Trustee may in its
discretion assign numbers to aliquot portions of Bonds and select part of any Bond for redemption. The Bonds to be

redeemed shall be the Bonds to which were assigned numbers so selected; provided, however, that only so much ofthe
principal amount of each such Bond of a denomination of more than the lowest denomination in which the Bonds of such

Series are authorized to be issued shall be redeemed as shall equal the lowest denomination in which the Bonds of such

Series are authorized to be issued for each number assigned to it and so selected. For purposes ofthis paragraph, the

lowest denomination in which a Capital Appreciation Bond is authorized to be issued shall be the lowest Accreted Value
authorized to be due at mafurity on such Bonds, and the lowest denomination in which a Deferred Income Bond is

authorized to be issued shall be the lowest Appreciated Value on the Interest Commencement Date authorized for such

Bonds. (Section 4.04)

Notice of Redempt-ion.

Whenever Bonds are to be redeemed, the Trustee shall give notice of the redemption of the Bonds in the name

of the Corporation which notice shall specify: (i) the Bonds to be redeemed which shall be identified by the designation

of the Bonds given in accordance with the Master Indenture, the maturity dates and interest rates of the Bonds to be

redeemed and the date such Bonds were issued; (ii) the numbers and other distinguishing marks of the Bonds to be

redeemed, including CUSIP numbers; (iii) the redemption date; (iv) the Redemption Price; (v) with respect to each such

Bond, the principal amount thereof to be redeemed; (vi) the date of publication, if any, ofthe notice of redemption; (vii)
that, except in the case of Book-Entry Bonds, such Bonds will be redeemed at the principal corporate office of the

Trustee giving the address thereof and the narne and telephone number of a representative of the Tl'ustee to whom
inquiries may be directed; and (viii) that no representation is made as to the correctness of the CUSIP number either as

printed on the Bonds or as contained in srLch notice and that an error in a CUSIP number as printed on a Bond or as

contained in such notice shall not affect the validity of the proceedings for redemption. Any notice of redemption, unless

moneys shallbe received by the Trustee prior to giving such notice sufficient to pay the plincipal of and premium, if any,

and intel'est on the Bonds to be redeerned, may state that such redemption shall be conditional upon the receipt of such

lÌ'ìoneys by, the Trustee by 1:00 P.M. (New York time) on the date fixed for redemption. [f such moneys shall not have

been so received said notice shal t be ofno force and effect, the Corporation shall uot redeem such tsoncis and the TrLrstee
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shall give notice, in the manner in which the notice of redemption was given, that such moneys were not so received.
Such notice shall further state that on such date there shall become due and payable upon each Bond to be redeemed the
Redemption Price thereof, together with interest accrued and unpaid thereon to the redemption date, and that, from and
aftersuchdate,paymenthavingbeenmadeorprovidedfor,interestthereonshall ceasetóaccrue. Suchnotice,unless
the Bonds are Book-Entry Bonds, shall be given by mailing a copy of such notice not less than thirty (30) days nor more
than sixty (60) days prior to the redemption date or, in the case of Variable Interest Rate Bonds orOption Bonds, such
shorter period as shall be established by the Series Indenture authorizing such Bonds, but in no event less than fifteen
(15)dayspriortotheredemptiondate. Suchnotice,unlesstheBondsareBook-EntryBonds,shall besentbyfirstclass
mail, postage prepaid, to the registered owners of the Bonds which are to be redeemed, at their last known aãdresses, if
any, appearing on the registration books not more than ten (10) Business Days prior to the date such notice is given.
Upon giving such notice, the Trustee shall promptly certify to the Corporation that it has mailed or caused to be mailed
such notice to the Holders of the Bonds to be redeemed in the manner provided in the Master Indenture. Such certificate
shall be conclusive evidence that such notice was given in the manner required by the Master Indenture. The failure of
any Holder of a Bond to be redeemed to receive such notice shall not affect the validity of the proceedings for the
redemption of the Bonds. If directed in writing by an Authorized Officer of the Corporation, the Trustee shalfdso give
such notice by publication thereof once in an Authorized Newspaper, such publication to be not less than thirty (30) ãays
nor more than sixty (60) days prior to the redemption date, or, in the case of Variable Interest Rate Bonds or Optión
Bonds, such shorter period as shall be established by the Series lndenture authorizing such Bonds, but in no event less
than fifteen (l 5) days prior to the redemption date; provided, however, that such publication shall not be a condition
precedent to such redetnption, and failure to so publish any such notice or a defectin such notice or in the publication
thereofshall not affect the validity ofthe proceedings for the redemption ofthe Bonds.

The Trustee shall (i) if any of the Bonds to be redeerned are Book-Entry Bonds, mail a copy of the notice of
redemption to the Depository for such Book-Entry Bonds not less than thirty-five (35) days prior to the redemption, but,
ifnotice ofredemption is to be published as aforesaid, in no event later than five (5) gusìness Days prior to the date oi
publication, and (ii) mail a copy of the notice of redemption to Kenny Information Systems Notification Service and to
Standard & Poor's Called Bond Record, in each case at the most recent address therefor, or to any successor thereof.
Such copies shall be sent by certified mail, return receipt requested, but mailing such copies shaLl not be a condition
precedent to such redemption and failure to so mail or of a person to which such copies werè mailed to receive such copy
shall not affect the validity ofthe proceedings for the redemption ofthe Bonds. (Section 4.05)

Payment of Redeemed Bonds.

Notice having been given by mail in the manner provided in the Master Indenture, the Bonds or portions thereof
so called for redemption shall become due and payable on the redemption date so designated at the Reàemption price,
plus interest accrued and unpaid to the redemption date, upon presentation and surrender ofsuc¡ Bonds, other than a
Book-Entry Bond which has been called for redemption in part, at the office or offices specified in such notice, and, in
the case of Bonds presented by other than the registered owner, together with a written instrument of transfer duly
executed by the registered owner or his duly authorized attorney, such Bonds, or portions thereof, shall be paid at the
Redemption Price plus interest accrued and unpaid to the redemption date. Paymènt of the Redemption priòe shall be
made, upon the lequest of the registered owner of one million dollars ($ 1,000,000) or more in principal amount of Bonds
to be redeemed, by wire transfer to such registered owner at the wire transfer address in the côntinental United States to
which such registered owner has, at the time such Bonds are surrendered to the Trustee, directed in writing the Trustee to
wire such Redemption Price. If there shatl be drawn for redemption less than all of the principat u¡nornt of u registered
Bond, the Corporation shall execute and the Trustee shall authenticate and deliver, upon thê surrender ofsucñ Bond,
without charge to the owner thereofl, for the unredeemed balance of the principal amount of the registered Bond so
surrendered,BondsoflikeSeries,matudtyandtenorinanyoftheauthorizeddenominations. If,ontheiedernptiondate,
moneys for the redernption of all Bonds or portions thereof of any like Series, maturity and tenor to be iecleemed,
together with interest accrLted and unpaid thereon to the redemption date, shall be helcl by the Trustee and paying Agents
so as to be available therefor on such date and ifnotice ofredemption shall have been mailed as aforesaid, thãn, from and
after the redemption date, intetest on the Bonds or portions thereofso called for redemption shall cease to accrue and
such Bonds shall no [onger be considered to be Outstanding under the Master [nclenture. tf sLrch moneys shall not be so
available on the redemption date, such Bonds or portions thereofshall continue to bear interest unti l paid at the same rate
as they would have borne had they not been called for redemption. (section 4.06)
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Pledge ofRevenues.

The proceeds from the sale of an Applicable Series of Bonds, the Applicable Revenues, the Applicable State

Housing Aid, the applicable State Basic Education Aid to the extent received by the Corporation with respect to the

Applicible Borrower Bonds, and all funds authorized by the Master Indenture and established pursuant to an Applicable

Sóries lndentule, other than an Applicable Arbitrage Rebate Fund and the Applicable Administrative Fund, are subject to

the provisions ofan Applicable Series Indenture, pledged and assigned to the Trustee as security for the payment ofthe
prinìipal, Sinking Fund lnstallments, if any, and Redemption Price of and interest on the Applicable Series of Bonds and

às security for the performance of any other obligation of the Corporation under the Master Indenture and under an

Applicable Series Indenture with respect to such Series, all in accordance with the provisions thereof. The pledge made

by ihe trrtaster Indenture, subject to the provisions of an Applicable Series Indenture, shall relate only to the Bonds of an

Applicabte Series authorized by such Series Indenture and no other Series ofBonds and such pledge shall not secure any

súch other Series of Bonds. The pledge made by the Master Indenture is valid, binding and perfected from the time

when the pledge attaches and the proceeds from the sale ofthe Applicable Series ofBonds, the Applicable Revenues, the

Applicabie Stãte Housing Aid, the applicable State Basic Education Aid to the extent received by the Corporation with
respect to the Applicable Borrower Bonds, and all funds and accounts established by the Master lndenture and pursuant

to fhe Applicabié Series Indenture which are pledged pursuant by the Master Indenture and pursuant to the Applicable

Series Indenture shatl immediately be subject to the lien of such pledge without any physical delivery thereof or further

act, and the lien ofsuch pledge shall be valid, binding and pertècted as against all parties having clairns ofany kind in

tort, contract or otherwise against the Corporation irlespective of whether such parties have notice thereof. No

instrument by which such pledge is created nor any financing statement need be recorded or filed. The Bonds of each

Applicable Series shall be special obligations of the Corporation payable solely from and secured by a pledge of the

proceeds from the sale of such Series of Bonds, the Applicable Revenues, the State Housing Aid, the applicable State

Èasic Education Aid to the extent received by the Corporation with respect to the Applicable Borrower .Bonds

Applicable State Housing Aid, to the extent received by the Corporation with respect to the Applicable Borrower Bonds,

und ttt" funds establistred ty the Master Indenture and pusuant to the Applicable Series Indenture, which pledge shall

constitute a first lien thereon. Notwithstanding the foregoing, interest earnings on the Debt Service Fund held by the

Trustee and properly allocable to one Borrower may not be used to make up a deftciency caused by the failure of another

Bonower to pay its Basic Debt Service Payment. (Section 5.01)

Establish ment of Funds.

Unless otherwise provided by the Applicable Series Indenture, the following funds are authorized to be

established, held and maintained for each Appticable Series by the Trustee under the Applicable Series Indenture

separate from any other funds established and maintained pursuant to any other Series Indenture:

Construction Fund;
Debt Service Fund;
Arbitrage Rebate Fund; and

Administrative Fund

Accounts and sub-accounts within each of the foregoing funds may from time to time be established in

accordance with an Applicable Series Indenture or upon the direction of the Corporation. In addition, an Applicable

Series Indenture may provide for the establishment of additional funds. All moneys at any time deposited in any fund

created by the Master Indenture, other than the Applicable Arbitrage Rebate Fund and the Applicable Administrative
pund, shãll be held in trust for the benefit of the Holders of the Appticable Series of Bonds, but shall nevertheless be

disbursed, allocated and applied solely in connection r,vith Applicable Series of Bonds for the uses and purposes provided

therein. (Section 5.02)

Application of Bond Proceeds and Allocation Thereof.

Upon tl-re receipt of ploceeds from the sale of a Series of Bonds, the Corporation shall apply such proceeds as

specified in the Master Indeniure and in the Series Indenture authorizing such Selies. Accrued interest, if any, received

upon the delivery of a Series of Bonds shall be deposited in the Debt Service Fund unless all or any portion of such

amount is to be otherwise applied as specified in the Series Indenture authorizing such Series. (Section 5.03)
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Application of Moneys in the Construction Fund.

A separate Construction Fund shall be established by each Series Indenture and separate Construction Accounts
shall be established therein with respect to each Borrower for whose benefit such Series of Bonds is issued. As soon as
practicable afterthe delivery of each Series of Bonds, there shall be deposited in each Applicable Construction Account
the amount required to be deposited therein pursuant to the Series Indenture authorizing such Series. In addition, the
Corporation shall deposit in the Applicable Construction Account any moneys paid to the Corporation pursuant to the
Master Indenture.

Except as otherwise provided in the Master Indenture and in any applicable Series Indenture, moneys deposited
in the Applicable Construction Account shall be used only to pay the Borrower's Allocable Portion of the costs of
issuance of the Applicable Bonds and the Costs of the Applicable Project.

Consistent with the provisions of the Applicable Agreement, payments from the Applicao"le Construction
Account shall be made by the Corporation upon the filing in the records of the Corporation of, and in accordance with, a
requisition signed by an Authorized Officer of the Corporation stating with respect to each payment to be made (i) the
names of the payees, (ii) the purpose for which payment is to be made in terms sufficient for identification, (iii) the
respective amount of each such payment and (iv) that such purpose constitutes a proper purpose for which moneys in the
Construction Account may be applied and has not been the basis of any previous withdrawal from the Construction
Account. Notwithstanding the provisions of this subdivision: (x) moneys in the Applicable Construction Account to be
appliedto pay interest on Bonds shall be transferred from the Applicable Construction Accountto the Debt Service Fund
at such times and in such amounts as shall be determined by an Authorized Officer of the Corporation; and (y) if
permitted by the Applicable Agreement, be paid to the Bouower for deposit in an account established by the Borrower.

An Applicable Project shall be deemed to be complete (a) upon delivery to the Corporation and the Trustee of a
certificate signed by an Authorized Officer of the Borrower which certificate shall be delivered as soon as practicable
after the date of completion of such Project or (b) upon delivery to the Borrower and the Trustee of a certif,icate of the
Corporation which certificate may be delivered at any time after completion of such Project. Each such certificate shall
state that such Project has been completed substantially in accordance with the plans and specifications, if any,
applicable to such Project and that such Project is ready for occupancy, and, in the case ofa certificate ofan Authorized
OfÍicer of such Borrower, shall specify the date of completion.

Upon receipt by tlre Trustee of the cerlificate required pursuant to this subdivision, the moneys, if any, then
remaining in the Applicable Construction Account, after making provision in accordance with the direction of the
Corporation for the payment of the Borrower's Allocable Portion of any costs of issuance of an Applicable Series of
Bonds and Costs of an Applicable Project then unpaid, shall be paid by the Trustee as follows and in the following order
of priority:

First: To the Applicable Arbitrage Rebate Fund, the amount determined by the Corporation to be
required to be deposited therein as the Allocable Poftion of the Applicable Borrower, and;

Second: To the Applicable Borrower Payment Subaccount of the Applicable Debt Service Fund, to be
applied in accordance with the Master Indenture, any balance remaining.

Following the occurrence and during the continuation of an Event of Default under an Applicable Agreement,
the Corporation may, in its sole discretion, transfer moneys in the Applicable Construction Account to the Trustee for
application pursuant to the provisions of the Master Indenture. (Section 5.04)

Deposit of Revenues and Allocation Thereof.

The Applicable Revenues and any other moneys which, by any ofthe provisions ofthe Applicable Agreement,
are required to be deposited in each Applicable Debt Service FLrnd, shatl upon receipt by the Trustee be deposited to the
credit of the Applicable Debt Service Fund. ln the event that the Trustee has not received a Basic Debt Service payment
forly-five (45) days prior to any Interest Payment Date, the Trustee shall, within two (2) Business Days, give notice of
such non-payment to the Corporation, and the Corporation slrall take all fufther action requirecl under the Memorandum
of Understanding to assure payment of such deficiency. Pending apptication hereunder State Housing Aid received by
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the Trustee pursuant to the Memorandum of Understanding shall be deposited in the State Payment Account and the

State Basic Education Aid received by the Trustee pursuant to the Memorandum of Understanding shall be deposited in
the State Basic Education Aid Subaccount. To the extent not required to pay, (a) each Borrower's Allocable Portion of
the interest becoming due on Outstanding Bonds ofthe Applicable Series on the next succeeding Interest Payment Date

of such Bonds; (b) each Borrower's Allocable Portion of the amount necessary to pay the principal and Sinking Fund

Installments becoming due on the Applicable Series of Outstanding Bonds on Interest Payment Date; and (c) moneys

which are required or have been set aside for the redemption of Bonds of the Applicable Series, moneys in the

Applicable Debt Service Fund shall be paid by the Trustee on or before the business day preceding each Interest Paymenl
Date to the Corporation, unless otherwise paid, such amounts as are payable to the Corporation relating to such Series

for: (i) any expenditures ofthe Corporation for fees and expenses ofauditing, and fees and expenses ofthe Applicable
Trustee and Paying Agents, as required by the Master Indenture, (ii) all other expenditures reasonably and necessarily

incuned by the Corporation in connection with the financing of the Applicable Project, including expenses incurred by
the Corporation to compel full and punctual performance of all the provisions of the Applicable Agreement in
accordance with the terms thereof, and (iii) any fees of the Corporation, but only upon receipt by the Trustee of a

certificate ofthe Corporation, stating in reasonable detail the amounts payable to the Corporation pursuant to this clause

(iiD.

After making the payments required by the preceding paragraph, any balance remaining in the Borrower
Payment Subaccount on the immediately succeeding Interest Payment Date shall be paid by the Trustee upon and in
accordance with the direction of the Corporation to each of the respective Applicable Borrowers in the respective

amounts set forth in such direction, free and clear ofany pledge, lien, encumbrance or security interest created by the

Master lndenture or by any of the Agreements; provided that the Trustee shall not pay any such money to the Borrower
in the event that such money is allocable to a Borrower that is in default in the payment of its Basic Debt Service. The

Trustee shall retain any balance remaining in the State Payment Account to be credited toward the State's obligation to
pay the State's Portion of the next succeeding Borrower Bond debt service. The Trustee shall retain any balance
remaining in the State Basic Education Aid Subaccount to be credited toward the Borrower's obligation to pay its portion
of the next succeeding Borrower Bond Debt Service. The Trustee shall notifu the Corporation promptly after making the

payments required by the preceding paragraph of any balance remaining in the Applicable Debt Service Fund on the

immediately succeeding Interest Payment Date. (Section 5.05)

Debt Service Fund

Separate Debt Service Accounts shall be established by each Series Indenture with respect to each Borrower for
whose benefit such Series of Bonds is issued. Within each such Debt Service Account shall be established a Borrower
Payment Subaccourf, a State Payment Subaccount and a State Basic Education Aid Subaccount. The Trustee shall on or
before the Business Day preceding each Interest Payment Date pay to itself and any other Paying Agent out of the

Applicable Debt Service Fund:

(a) each Borrower's Allocable Portion of the interest due and payable on all Outstanding Bonds of the

Applicable Series on such lnterest Payment Date;

(b) each Borrower's Allocable Portion ofthe principal amount due and payable on all Outstanding Bonds

of the Applicable Series on such Interest Payment Date; and

(c) each Borrower's Allocable Porlion of the Sinking Fund Installments or other amounts related to a
rnandatory redemption, if any, due and payable on all Outstanding Bonds of the Applicable Series on such lnterest

Payment Date.

The amounts paid out plìrsuant to (a), (b) and (c) above are irrevocably pledged to and applied to such

payments.

Notwithstanding the above, the Corporation may, at any time subsequent to the first day of any Bond Year but

in no event less than forly-five (45) days prior to the succeeding date on which a Sinking Fund Installment is scheduled

to be due, direct the Trustee to purchase, with moneys on deposit in the Applicable Debt Service Fnnd, at a price not in

excess ofpar plus interest accrued and unpaid to the date ofsuch purchase, Telm Bonds ofthe Applicable Series to be

redeemed from such Sinking Fund Installment. Any Term Bond so purchased shalt be cancelled upon receipt thereof by
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the Trustee and evidence of such cancellation shall be given to the Corporation. The principal amount of each Term
Bond so cancelled shall be credited against the Sinking Fund lnstallment due on such date; provided, however, that such
Term Bond is cancelled by the Trustee prior to the date on which notice of redemption is given.

On June l5 of each year, the Trustee shall pay to the Rhode Island Deparlment of Elementary and Secondary
Education an amount representing interest earnings which have accrued on State Housing Aid held in each State
Payment Subaccount. The Trustee shall provide to the Corporation and the Rhode Island Department of Elementary and
Secondary Education, records which show the calculation ofsuch interest earnings. The Trustee shall retain any balance
remaining in the State Basic Education Aid Subaccount to be credited toward the Borroler's obligation to pay its portion
of the next succeeding Borrower Bond Debt Service. Except as provided in the previous sentence, moneys in the
Applicable Debt Service Fund in excess of the amount required to pay the principal and Sinking Fund Installments of
Outstanding Bonds of the Applicable Series payable during the next succeeding Bond Year, the interest on Outstanding
Bonds of the Applicable Series payable on and prior to the next succeeding lnterest Payment Date assuming that a
Variable Interest Rate Bonds will bear interest, from and after the next date on which the rate at which such Variable
Interest Rate Bond bears interest is to be adjusted, at a rale per annum equal to the rate per annum at which such Bonds
then bear interest, plus one percent (1%) per annum, and the purchase price or Redemption Price of Outstanding Bonds
theretofore contracted to be purchased or called for redemption, plus accrued interest thereon to the date ofpurchase or
redemption, shall be paid or applied by the Trustee in accordance with the direction of an Authorized Officer of the
Corporation (i) to the purchase of Outstanding Bonds of the Applicable Series at purchase prices not exceeding the
Redemption Price applicable on the next Interest Payment Date on which such Bonds are redeemable, plus accrued and
unpaid interest to such date, at such times, at such purchase prices and in such manner as an Authorized Officer of the
Corporation shall direct or (ii) to the redemption of Bonds of the Applicable Series as provided in the Master Indenture;
at the Redemption Prices specified in the Applicable Series Indenture authorizing the issuance of the Bonds to be
redeemed or Applicable Bond Series Certificate relating to such Bonds. (Section 5.07)

Administrative Fund.

Amounts on deposit in the Administrative Fund shall be available for use by the Corporation for administrative
expenses and for any other lawful purpose. Amounts in the Administrative Fund shall not be pledged to Bondholders.
(Section 5.08)

Arbitrase Rebate Fund.

The Arbitrage Rebate Fund shall be maintained by the Trustee as a fund separate from any other fund
established and maintained under the Master Indenture. The Trustee shall deposit to the Applicable Arbitrage Rebate
Fund any moneys delivered to it by the Applicable Borrowers for deposit therein and, notwithstanding any other
provisions of the Master lndenture, shall transfer to the Applicable Arbitrage Rebate Fund, in acçordance with the
directions of an Authorized Officer ofthe Corporation, moneys on deposit in any other funds held by the Trustee under
the Master lndenture at such times and in such amounts as shall be set forth in such directions. Within the Arbitrage
Rebate Fund, the Trustee shall maintain such accounts as shall be required by the Corporation in order to comply with
the terms and requirements of the Tax Ceftificate. All money at any time deposited in the Arbitrage Rebate Fund shall
be held by the Trustee in trust, to the extent required to satisfy the Rebate Requirement (as defined in the Tax
Certificate), for payment to the Treasury Deparlment of the United States of America, and the Corporation or the owner
of any Bonds shall not have any rights in or claim to such money. Al[ amounts deposited into or on deposit in the
Arbitrage Rebate fi,rnd shall be governed by the Master Indentul'e and by the Tax Ceftificate. The Trustee shall be
deemed conclusively to have complied with the requirements hereof and with such provisions ofthe Tax Certificate if it
follows the directions of an Authorized Offrcer ofthe Corporation including supptying all necessary written information
in the manner provided in the Tax Certificate and shall have no liability ol responsibility for compliance (except as
specifically set forlh in the Master Indenture or in the Tax Certificate) or to enforce compliance by the Corporation with
the terms of the Tax Certificate.

Upon the writtelr direction of the Corpolation, the Trr¡stee shalldeposit in the Arbitlage Rebate Fund funds
received from the Corporation, so tl-rat the balance of the amoLrnt on deposit thereto shall be equal to the Rebate
Requirernent. Cornputations of the Rebate Requilernent shall be furnished by or on behalf of the Corporation in
accordance with the Tax Certificate.

E-7



The Trustee shall have no obligation to rebate any amounts required to be rebated pursuant to the Master
Indenture, other than from moneys held in the funds and accounts created under the Master Indenture or from other
moneys provided to it by the Corporation.

The Trustee shall invest all amounts held in the Arbitrage Rebate Fund as provided in written directions ofthe
Corporation. The Corporation, in issuing such directions, shall comply with the restrictions and instructions set forth in
the Tax Certificate. Moneys may only be applied from the Arbitrage Rebate Fund as provided in the Master Indenture.

The Trustee, upon the receipt of written instructions and certification of the Rebate Requirement from an

Authorized Officer of the Corporation, shall pay the amount of such Rebate Requirement to the Treasury Department of
the United States of America, out of amounts in the Arbitrage Rebate Fund, as so directed.

Notwithstanding any other provisions of the Master Indenture, the obligation to remit the Rebate Requirement
to the United States of America and to comply witli all other requirements of the Master Indenture and the Tax

Certificate shall survive the defeasance or payment in full of the Bonds. (Section 5.09)

Notwithstanding any other provisions of the Master lndenture, if at any time the amounts held in the Applicable
Debt Service Fund, are sufficient to pay the principal or Redemption Price of all Outstanding Bonds of the Applicable
Series and the interest accrued and unpaid and to accrue on such Bonds to the next date ofredemption when all such

Bonds are redeemable, ol to make provision pursuant to the Master Indenture for the payment of the Outstanding Bonds

at the maturity or redemption dates thereof, the Corporation may (i) direct the Trustee to redeem, all such Outstanding

Bonds, whereupon the Trustee shall proceed to redeem or provide for the redemption of such Outstanding Bonds in the

manner provided for redemption of such Bonds by the Master Indenture and by each Applicable Series lndenture as

provided in the Master Indenture, or (ii) give the Trustee irrevocable instructions in accordance with the Master
Indenture and make provision for the payment of the Outstanding Bonds at the maturity or redemption dates thereof in
accordance therewith. (Section 5.10)

Transfer of lnvestments.

Whenevel moneys in any fund or account established under an Applicable Series Indenture are to be paid in
accordance with the Master Indenture to another such fund or account, such payment may be made, in whole or in part,

by transferring to such other fund or account investments held as part of the fund or account from which such payment

is to be made, whose value, together with the moneys, if any, to be transferred, is at least equal to the amount of the

payment then to be made; provided, however', that no such transfer of investments would result in a violation of any

investment standard or guideline applicable to such fund. (Section 5.11)

Security for Deposits.

All moneys held under the Master lndenture by the Trustee if permitted by law, shall be continuously and fully
secured, for the benefit ofthe Corporation and the Holders ofthe Applicable Series ofBonds, by direct obligations ofthe
United States of America or obligations the principal of and interest on which are guaranteed by the United States of
America of a market value equal at all times to the amount of the deposit so held by the Trustee; provided, however, (a)

that if the securing of such moneys is not permitted by applicable law, then in such other mannet'as may then be required

or permitted by applicable State or federal laws and regulations regarding the security for, or granting a preference in the

case of, the deposit oftrust funds, and (b) that it shall not be necessary for the Trustee or any Paying Agent to give

security for the deposit of any moneys with them pursuant to the Master Indenture and held in trust for the payment of
the principal, Sinking Fund lnstallments, if any, or Redemption Price of or interest on any Bonds, or for the Trustee to

give security for any moneys which shall be represented by obligations purchased or other investments made under the

provisions of the Master Indentute as an iuvestment of such moneys. (Section 6'01)

Investment of Funds and Accounts Held by the Trustee.

A[[ moneys held underthe Master Indenture by the Trustee, if permitted by law, shall, as nearly as may be

practicable, be invested by the Trustee, upon direction of the Corporation given or contìrmed in writing, signeci by an
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Authorized Officer of the Corporation (which direction shall specify the amount thereof to be so invested), in
Government Obligations, Federal Agency Obligations, Exempt Obligations, and, if not inconsistent with the investment
guidelines of a Facility Provider or Rating Agency applicable to funds held under the Master Indenture, any other
Permitted Investment; provided, however, that each such investment shall permitthe moneys so deposited or invested to
be available for use at the times at which the Corporation reasonably believes such moneys will be required for the
purposes of the Master Indenture; provided, further, that (x) any Permitted Collateral required to secure any Permitted
lnvestment shall have a market value, determined by the Trustee or its agent periodically, but no less frequently than
weekly, at least equal to the amount deposited or invested including interest accrued thereon, (y) the Permitted Collateral
shall be deposited with and held by the Trustee or an agent of the Trustee approved by an Authorized Officer of the
Corporation, and (z) the Permitted Collateral shall be free and clear of claims of any other person. The Trustee may
request an opinion ofcounsel to the effect that the Permitted Collateral being delivered to or held by the Trustee satisfies
the conditions set forth in the Master Indenture.

Permitted Investments purchased as an investment of moneys in any fund or account held by the Trustee under
the provisions of the Master Indenture shall be deemed at all times to be a part of such fund or account and the income or
interest earned, profits realized or losses suffered by a fund or account due to the investment thereofshall be retained in,
credited or charged, as the case may be, to such fund or account.

In computing the amount in any fund or account held by the Trustee under the provisions of the Master
Indenture, each Permitted Investment shall be valued at par or the market value thereof, plus accrued interest, whichever
is lower.

Notwithstanding anything to the contrary in the Master Indenture, the Corporation, in its discretion, may direct
the Trustee to, and the Trustee shall, sell, present for redemption or exchange any investment held by the Trustee
pursuant to the Master Indenture and the proceeds thereof may be reinvested as provided in the Master Indenture.
Except as otherwise provided in the Master Indenture, the Trustee shall sell or present for redemption or exchange, any
investment held by it pursuant thereto whenever it shall be necessary in order to provide moneys to meet any payment or
transfer from the fund or account in which such investment is held. The Trustee shatl advise the Corporation, and, upon
the written request ofa Facility Provider, such Facility Provider, on or before the fifteenth (l5th) day ofeach calendar
month, of the amounts required to be on deposit in each fund and account under the Master lndenture and of the details
ofall investments held for the credit ofeach fund and aacount in its custody under the provisions thereofas ofthe end of
the preceding month and as to whether such investments comply with the provisions ofthe Master Indenture. The details
ofsuch investments shall include the par value, ifany, the cost and the current market value ofsuch investments as ofthe
end of the preceding month. The Trustee shall also describe alt withdrawals, substitutions and other transactions
occurring in each such fund and account in the previous month.

No part ofthe proceeds ofany Series ofBonds or any other funds ofthe Corporation shall be used directly or
indirectly to acquire any securities or investments the acquisition of which would cause any Bond to be an "arbitrage
bond" within the meaning of Section 148(a) of the Code. (Section 6.02)

Pavment of Princioal and Interest.

The Corporation shall pay or cause to be paid the principal, Sinking Fund lnstallments, if any, or Redemption
Price ofand interest on every Bond ofeach Series on the date and at the places and in the manner provided in the Bonds
according to the true intent and meaning thereof. (Section 7.01)

Accounts and Audits.

The Corporation shal I keep proper books ofrecord and accounts (separate ffom al I other ¡ecords ancl accounts),
which may be kept on behalf of the Corporation by the Trustee, in which complete and correct entries shall be made of
its transactions relating to each Applicable Series ofBonds, which books and accounts, at reasonable hours and subject
to the leasonable rules and regulations of the Corporation, shall be subject to the inspection ofthe Appticable Borrowers,
theTrusteeolofanyHolderofaBondoftheApplicableseriesorhisrepresentativedulyauthorizeclinwriting. The
Trustee shall annually prepare a report which shall be furnished to the Corporation, each Facility Provider, and the
Applicable Borrowers. Such report shall include at least a statement of all funds ancl accounts (including investments
thereof) hetd by the Trustee and the Corporation pursuant to the provisions of the Master lndenture and of each
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Corporation or the Trustee any notice, consent, request, or demand pursuant to the Master Indenture for any purpose

whatsoever, the then current Appreciated Value of such Bond shall be deemed to be its principal amount.

Notwithstanding any other provision of the Master Indenture, the amount payable at any time prior to the Interest

Commencement Date with respect to the principal of and interest on any Deferred Income Bond shall not exceed the

Appreciated Value thereof at such time. For purposes of receiving payment prior to the Interest Commencement Date of
the Redemption Price or principal of a Deferred Income Bond called for redemption prior to maturity, the difference
between the Appreciated Value of such Bond when the Redemption Price or principal thereof is due upon such

redemption or declaration and the principal of such Bond on the date the Bonds were first issued shall be deemed not to
be accrued and unpaid interest thereon. (Section 14.07)
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RHODE ISLAND HEALTH AND EDUCATIONAL BUII-DING CORPORATION
SCHEDULE OF INDEBTEDNESS
JUNE 30,20'13

HEALTH CARE

Lifespan Obligated Group Series 1996
Dated December 1, 1996

Roger Williams Hospital Series 1 998
Dated Decernber 1, 1998

Newport Hospital Series :lgg9
Dated Februayl, '1999

St. Joseph Health Services Series 1gg9
Dated March 1, 1999

Roger Williams Realty Corporation Series 19gg
Dated November 15, 1999

Memorial Hospital Series 2003
Dated December 1, 2003

Lifespan Obligated Group Series 2006 A
Dated Febr:u ary 1 4, 2006

South County Hospital Series 2006 A
Dated February 23,2006

Kent County Memorial Hospital Master Lease 2006
Dâted August 30, 2006

Child and Family Services of Newport County Series 2006
Dated December 1, 2006

NRI Community Services, lnc. Series 2007
Dated June 1,2007

St. Antoine Résidence Series 2007
Dated December 1,2007

Home & Hospice Care of Rl Series 2008
Dated February 1,2008

Care New England Health Systern Series 2008 A & B
Dated February 1, 2008

Lifespan Obligatèd Group Series 2009
Dated March 15,2009

St. Antoine Residence Seríos 2O0g A
Dated November 12,2009

Kent County Memorial l.lospital Master Lease 2O0g

Thundermist Health Center Series 2010
Dated Augusl l, 2010

J, Arthur Trudeau MemorialCenter Series 2010
Dated December7,2010

The Providence Community Health Centers Series 2010
Dated December 23,2010

Care New England Health System Series 2010
Dated December 30, 2010

Tockwotton Home Series 2011
Dated May 1,2011

Blackstone Valley Community Health Care, lnc. Series 2Oi1 A
Dated August2,2011

PRINCIPAL
AMOUNT
ISSUED

PRINCIPAL
AMOUNT

OK'TSTANDING

51,885,000

11,615,000

. 21,985,000

17,185,000

6,540,000

. 10,955,000

'159,930,000

37,290,000

. 287,379

10,060,000

2,940,000

7,725,000

9,859,500

69,845,000

114,985,000

6,405,000

1,871,562

3,549,208

2,410,000

11,493,477

10,930,064

41,900,000

6,361,341

214,595,000

19,1 15,000

30,000,000

23,145,000

8,580,000

25,000,000

192,135,000

52,000t000

3,520,000

12,000¡000

3,200,000

9,090,000

12,600,000

84,940,000

114,995,000

9,135,000

4,425,000

4,135,000

2,500,000

12,1 15,000

12,000,000

41,900,000

6,450,000
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HEALTH CARE

Care New England Health System Series 2011
Dated August 12,2011

Steere House SerieS 2011
Dated August 31,2011

Ocean State Assisted Living Series 2011
Dated October 3,2Q11

Tamarisk,, lrlc. Series 2011

:Dated November 30, 2011
The Providence Center, lnc. Series 2012

Dated February 1,2012
Seven Hilts Rhode lsland Series 20i12 A,

Þated May 31,2012
Rhode lsland Blood Center Series 2012

Dated June 29,2012 
.

Care New England Health System Master Lease 2012
Dated September 28, 2012

South Counly Hospital Series 2012
Dated October 1,2012

The Kent Center Series 2012

Qated October 12,2012
Scandanavian Home Series 2013

Dated April :1,2013
Lifespan Obligated G.roup Master Lease 20'13

Dated June 14,2013
Seven Hills Rhode lsland Series 2013

Dated..!une 21,2013

TOTALS

PRINEIPAL
AMOUNT
ISSUED

16,000,000

5,340,000

11,010,000

10,375,000

2,600,000

:3;555,000

9,000,000

10,000,000

1,1,710,000

4,750,000

5,000,000

50;000,000

1,655,000

$1,038,540,000

PRINCIPAL
AMOUNT

OUTSTANDING

15,090,757

5,193,000

10,615;000

9,995,000

2,524,800

3,530,000

9,000,000

9,319,438

1 1,710,000

4,683,989

5,000;000

50,000,000

1,655,000

$755,214,515
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RHODE ISLAND HEALTH AND EDUCATIONAL BU¡I.DING CORPORATION
SCHEDULE OF INDEBTEDNESS
JUNE 30,2013

EDUCATION

Johnson & Wales Universit¡r Series 1996
Dated April 1, :1996

Universityqf Rhqde lsland Se-ries 1997
Dated September 1 ,1997

Johnson & Wales Uníversity Series 1gg9

Moses. Brown School Series 2000
Dated February 1, 2000

Eoard of Governqrq for Higher Education Serips 2002
Dated November 15,2O02

Paul Cuffee School Series 2002
Dated December 15, 2002

Johnson & Wales University Series 2003
Dated April 1 ,2003 :

Board of Governors for tligher Education Series 2003 A
Dated Ma¡¡ 1,2003 : :

Board of Governors for Higher Education Series 2009 B & C
Dated July 1, 2003

La Salle Academy Series 2003
Dated July ,1, 2003 :

lnternational Institute of Rl Series 2003
Dated August 1,2003

Providence Gollege Series 2003 A
Dated August 1, 2003

St. George's SchoolSeries 2003
Dated October 1, 2003

Brown University Sefies 2Ò03 A & B
Dated October 15, 2003

Roger Williams University Series 2003
Dated November 1, 2OO3

Pennfield School Series 2004
Dated Maroh 1,2004

Brown Univer:sity Seiies 2004
Dated April 1 ,2004

The Gr:oden Cente¡ geries 2004 A & B
Dated Octob er 1, 2004

Times2 Academy Series 2004
Dated November 1,2004

Board of Governors for l-ligher Education Series 2004 A
Dated Deqember 1,2004

Board of Governors for Higher Education Series 2005
Dated April 1, 2005

Catholic School Pool Program Series 2005
Dated April 1 ,2005

Meeting Street School Series 2005
Dated May 15, 2005

PRINCIPAL
AMOUNT
ISSUED

PRINCIPAL
AMOUNT

OUTSTANDING

6,045,000

1,225,0Q0

36,480,000

7,275,000

5,145,000

2,465,000

20,230,000

400,000

22,955,000

4,850,000

1,940,000

47,725,000

13,440,000

B4,'120,000

24,660,000

4,350,000

16,535,000

3,505,000

11,760,000

25,265,000

1,645,000

't9,140,000

9,070,000

9,500,000

2,125i000

44,535,000

10,000;0oo

7,975,000

3,000,000

49,345,000

3,100¡000

33,950,000

10,500,000

2,600,000

65,495,000

18,000,000

9'1,425,000

32,000,000

5,000,000

22,935,000

4,400,000

18,625,000

33,935,000

2,740,000

23,100,000

17,000,000
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ËDUCATION

Boar:d of Governors for Higher Education Series 2005 B
Dated June 30, 2005

Paul Cuffee:School Series 2005
.Dated October 1,2005

Br"own University Series 2005 A
Dated October 1, 2005

Board of Governors for Higher Education Series 2005 C - G
Dated November 2, 2005

Roger Williams University Master Lease 2005
Dated December 29, 2005

Public Schools Revenue Bonds Serles:2006 A
Dated June 15;2006 '

Catholic Sêhool Poól Program Series 2006 A :

Dated July 1, 2006
Providence Public Building Authoritlr Series 2006 A

Dated September 1, 2006
Roger Wiltiams University Series 2006 B

Dated October 1, 2006
Fublic Schools Revenue Bonds Series 2007 A

,Datqd May 1,2007
Brovwr University Series 2007 :

Dated June 1,2007
Fublic Schools Revenue Bonds Series:2007 B

Dated August 1,2007
CVS/Highlander Chader School Sedes 2007

Dated Septernber 1 ,2007
Fublic Schools Revenue Bonds Series 2007 C

Dated October 1,2007
Providence Public'Building Authority Series 2007 A & B

Dated October 15,2007
Frovidence Public Building Authority Series 2007 G

Dated December 15,2007
Public Schools Revenue Bonds Series 2007 D :

Dated December 19,2007
The Learning Gommunity Chafier School Series 2008

Dated February 1,2008
Rhode lsland School of Design Series 2008 A & B

Dated March 1, 2008
Bryant University Series 2008

Däted Apr¡l 1, 2008
Providence College Series 2008

Dated April 1, 2008
Public Schools Revenue Bonds Series 2008 A

Dated May 1, 2008
Rôger Williams University Series 2008 A

Dated July 1, 2008
New England lnstitute of Technology Series 2008

Dated July 1, 2008
Publie Sch.ools R.evenL¡e Bonds Series 2008 B

Dated July '15, 2008

PR¡NCIPAL
AMOUNT
ISSUED

PRINC¡PAL
ANíOUNT

OUTSTAND!NG

1,455,000

420,000

85,500;000

71,975,000

1,054,215

11,980,000

15,395,000

48,430,000

15,815,000

29,555-,000

90,010,000

15,530,000

3,815,000

9,685,000

74,500,000

63,875,000

3,930,000

3,662,000

85,030,000

48,895,000

16,455,000

79,230,000

17,560;000

13,315,000

20,205;000

2,000,000

1,400,000

85,500,000

85,045,000

3,700,000

19,285,000

17,500,000

00,000,000

17,200,000

38,450,000

90,010,000

19,615,000

7,000,000

13,46û,000

91,470,000

75,000,000

4,760,000

4,000,000

93,780,000

50,420,000

18,200,000

91,920,000

22,935,000

16120,000

24,675,000
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Roger Williams University Series 2008 B
Dated August 1, 2008

Board of Governqrs for Hígher Education Series 200g A & B
Dated November 1 ,20A8

Public Schools Revenue Bonds Series 2009 A
Dated February 15,200g

Public Schools Revenue Bonds Series 2OOg B
Date-d April 15, 2009

Public Schools Revenue Bonds Series 2009 C
Dated May 1,2OOg

tsoard of Governors for Higher. Education Series 2009 A & B

Public Schools Revenue Bonds Series 2009 D
Dated June 15;2009

tsrown Univêrsity Series 2009 A 
:

Dated September: 15, 2009
Public Schools Revenue Bonds Series 2009 E

Dated NoVember 1, 2009
Providence Public BUilding Authority Series 2009 A

,Dated December 15, 2009
Board of Governors for Higher Education Series 2O1O A

Dated February 1,2010
New England lnstitute of Technology Series 2010 A

,Daled May 15,2010
Boar:d of Govgrnors for Higher Eduçation Series 2O1O B

Dated May 15:,2010
Public Schools Revenue Bonds Series 20l O A

Dated June 15,2010
Public Schools Revenue Bonds Series 2010 B

Dated June 29,2010
Public SchoOls Revenue Bonds Series 2010 C

Dated September2,2010
Public Schools Revenue Bonds Series 20lO D

Dated October 5,2010
Public Schools Revenue Bonds Series 2010 E

Dated November 3, 2010
Publíc Schools Revenue Bonds Series 2010 F & G

Dated November 16, 2010
Providenee Public Building Authorit¡¿ Series 2010 A & B

Dated December 1 ,2010
St. George's School Series 2010 :

Dated December29,2010
St. George's School Line of Credit Note 2010

Dated December 29,2010
St. Andrew's Schoolseries 20'10

Dated December 30, 2010
Public Schools Revenue Bonds Series 2011 A

Dated February 1,2011
Roger Williams University Sêries 2011

Dated June 2,2011

PRINCIPAL
AMOUNT
ISSUED

39,000,000

37,935,000

6,000,000

940,000

24,910,000

29,520,000

16,100,000

70,795,000

74,000,000

22,320,000

24,005,000

40,000,000

42,695,000

12,575,000

4,250,000

3;550,000

3,955,000

7,777,000

24,100,000

21,945,000

4,000,000

4,000,000

6,955,000

6,700,000

26,410 000

PRINCIPAL
AMOUNT

OUTSTAND ING

36,510,000

37,935,000

4,710,000

620,000

21,345,000

27,060,000

14,250,000

70,795,000

70,070,000

17,880,000

23,070,000

38,510,000

42,000;000

12,575,0iA0

3,300,000

3,375,000

3,527,000

6,939,000

24,100,000

21,945,000

3,700,000

855.,000

6,625,000

6,240,000

23,505,000
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Public Schools Revenue Bonds Series 2011 B & C
Dated June 1,2011

The Oompass Schooi Series 2011 A, B & C

:Dated June 28, 201 1

Brown University Sèries 201'tr A
Dated August 1., 2011

Portsmouth Abbey School Series 2011
Dâte.d October 3,2011

Br.yant University Series 201':1

Dated November '1, 2011
Roger Willlams University Series 20.118

Dated November B, 2011

Salve Regina University Series 2011
Dated December 19,2þ11

Frovidence College Serieè 2012
Dated January 1,2O12

Public Schools Revenue Bonds Series 2012 A
Dated FebtUary 1,2012

Rhode lsland School of Design Seríes 2012

Dated March 1,2012
lmmaculate Concgptiqn School Selies 2012

Dated March 16,2412
Rocky Hittschool, lne. Series 2012

Dated April 27,2012
St. Andrew's School Series 20'12

Dated Juno 1,2012
Brown University Series 2012

Dated June 15,2012
Rhode lsland School of Design Series 20128

Dated August 1,2012
Public School Revenue Bonds Series 2012 B

Date.d Qctober 1,2012
Providence College Series 20128 &'C

Dated November 1,2012
Bryant University Series 2013

Dated February 19, 2Ù13
Public School Revenue Bonds Series 20'13 A

Dated April 15,2013
Public Schoql Revenue Bonds Series 2013 B

Dated April 15, 2013
Board of Education Series 2013 A, B; C & D

Dated June 1,2103
Public School Revenue Bonds Series 2013 C & D

Dated June 20;2013

PRINC¡PAL
AMOUNT
ISSUED

25,585,000

2,000,000

70,600,000

6,100,000

23,255,000

12,025,000

32,980,000

38,940,000

35,640,000

28,340,000

6,500,000

3,2oo,ooo

9,500,000

118,240,000

51,815,000

15,000,000

44,725,000

'7,825,000

7,655,000

12,520,000

51,405,000

32,970,000

þRINCIPAL
AMOUNT

OUTSTANDING

24,000,000

1,790,000

66,950,000

5,830,000

22,47A,000

11,105,000

29,955,000

38,345,000

35,100,000

27,680,000

0,093,750

3,103.,741

9,500,000

118,240,0C0

51,815;000

15,000,000

44,725;000

6,770,000

7,655;000

12,520,000

51,405,000

32,870,000

TOTALS
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Rhode Island Health and Educational
Building Corporation

170 Westminster Street, Suite 1200
Providence, Rhode Island 02903

$ 1 1,3 10,000x
RHODE ISLAND HEALTH AND EDUCATIONAL BUILDING CORPORATION

PUBLIC SCHOOLS REVENUE BOND FINANCING PROGRAM
REVENUE BONDS,

SERTES 2013 H (TOWN OF LTTTLE COMPTON ISSUE)

We have acted as bond counsel to the Rhode Island Health and Educational Building Corporation (the
"Corporation") in connection with the issuance by the Corporation of the above-referenced bonds lthe "series
2013 H Bonds"). In such capacity, we have examinedthe law and such certifiedproceedings and other
papers as we have deemed necessary to render this opinion, including the Master Trust Indenture dated as of
November 7,2009, as amended by a First Supplemental Indenture dated as of April 15,2013 (as amended,
the "Master Indenture"), as further amended by that ceúain Series Indenture dated December _, 2013 (the
"Series Indenture" and collectively with the Master Trust Indenture, the "lndenture"), among th-orporation
and U.S. Bank, National Association, as trustee (the "Trustee"). Capitalized terms not otherwise defined
herein shall have the meanings ascribed thereto in the lndenture.

As to questions of fact material to our opinion, we have relied upon representations and covenants of the
Corporation contained in the Indenture and in the certified proceedings and other certifications of public
offlrcials furnished to us, and certifications of officials of the Borrower and others, without undertakìng to
verify the same by independent investigation.

The Series 2013 H Bonds are issued under and pursuant to the Rhode Island Health and Educational Building
CorporationAct,beingChapter38.l ofTitle45oftheGeneralLawsofRhodelsland, lg56,asamended(thé
"Act") and the Indenture. With respect to the Series 2013 H Bonds, the Corporation has entered into a
Financing Agreement dated November_,2013 (the "Financing Agreement"), with the Town of Little
Compton, Rhode Island (the "Borrower") providing, among other things, for a loan to the Borrower for the
purposes permitted thereby and by the Master Trust lndenture and the Series Indenture. Pursuant to the
Financing Agreement, tlre Borrowel is required to make payments scheduled to be sufficient to pay the
principal, sinking fund installments and redemption price of and interest on the Series 2013 HBonds as the
same become due, which payments have been pledged by the Corporation to the Trustee for the benefit of the
holders of the Series 2013 H Bonds. The Series 2013 H Bonds are payable solely from funds to be provided
under the Financing Agreemcnt by the Borrower pursuant to the lndenture. Under the Financing Agìeement,
the Borrower has agreed to make payments sufficient to pay when due the principal (includingìinting fund
installments) and redemption price of and interest on the Series 2013 I1 Bonds. Such payménts and other
moneys payable to the Trustee under the Indenture, including proceeds derived from any security provided
thereunder (collectively, the "Revenues"), and the rights ofthe Corporation under the Indenture to receive the
same (excluding, however, cettain adrninistrative fees, indemnification, and reimbursements), are pleclged ancl

,¡ Prelinrinary, subject to change.

BOS]ol'lICl-llCA{)OlHAIìll.ClìD'I-IONGlíON(ì,i{iTANaUl'tCNtOi] {LOSAl..tcEt.gsrMtAlvlt .N1ÇIìRISiaJWN
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Rhode Island Health and Educational
Building Corporation

fDate of Closing]
Page 2

assignedbytheCorporationassecurityfortheseries20l3HBonds. Theseries2013HBondsarepayable
from the Revenues.

We express no opinion herein with respect to compliance by the Borower with applicable legal requirements

in connection with the construction or operation of the Project (as defined in the Indenture) being financed by
the Series 2013 H Bonds.

In such connection, we have reviewedthe Indenture, the Financing Agreement, the Tax Certificate of the

Corporation dated as of the date hereof (the "Corporation Tax Certif,tcate"), the Tax Certificate of the

Borrower dated as ofthe date hereof (the "Borrower Tax Certificate"), the bond of the Borrower delivered to
the Corporation to secure the obligations of the Borrower under the Financing Agreement, opinions of
counsel to the Corporation, the Trustee and the Borrower, certificates of the Corporation, the Trustee, the

Borrower and others, and such other documents, opinions and matters to the extent we deemed necessary to

render the opinions set forth herein.

Based on our examination, we are of the opinion, under existing law, as follows:

(l) The Corporation is a duly created and validly existing body corporate and politic and a

public instrumentality of the State of Rhode Island with the power to enter into and perform
the Indenture and the Financing Agreement and to issue the Series 2013 H Bonds.

(2) The Indenture and the Financing Agreement have been duly authorized, executed and

delivered by the Corporation and, assuming due authorization, execution and delivery by the

other respective parties thereto, are valid and binding obligations of the Corporation
enforceable against the Corporation. As provided in the Act, the Indenture creates a valid
lien on the Revenues, the other funds pledged by the Indenture as security for the Series

2Ol3 H Bonds, and on the rights of the Corporation or the Trustee on behalf of the

Corporation to receive Revenues under the Indenture (subject to certain rights with respect to
indemnifi cation, reimbursements and fees).

The Series 2013 H Bonds have been duly authorized, executed and delivered by the

Corporatìon and are valid and binding special obligations of the Corporation, enforceable in

accordance with their terms, payable solely from the Revenues and other funds provided

therefor in the Indenture.

(3)

Interest on the Series 2013 H Bonds is excluded frorn the gross income of the owners of the

Series 2013H Bonds for federal income tax purposes. In addition, interest on the Series

2013 H Bonds is not a specific preference item for purposes of the federal individual or

corporate alternative minimum taxes. However, such interest is included in adjusted ctrrent
earnings when calculating corporate alteurative minimum taxable income. In rendering the

opinions set forth in this paragraph, we have assutned contpliance by the Colporation and the

Borrower with atl requirements of the Code that must be satisfied subsequent to the issuance
G-2
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Rhode Island Health and Educational
Building Corporation
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of the Series 2013 H Bonds in order that interest thereon be, and continue to be, excluded
from gross income for federal income tax purposes. The Borrower has covenanted in the
Financing Agreement and, to the extent necessary, the Corporation has covenanted in the
Indenture to comply with all such requirements. Failure by the Corporation orthe Borrower
to comply with certain of such requirements may cause interest on the Series 2013 H Bonds
to become included in gross income for federal income tax purposes retroactive to the date of
issuance of the Series 2013 H Bonds. We express no opinion regarding any other federal tax
consequences arising with respect to the Series 2013 H Bonds.

(s) The Series 2013 H Bonds, their transfer, and the income therefrom, including any profit
made on the sale thereof, are exempt from taxation by the State of Rhode Island and by the
municipalities and all other political subdivisions thereof. We express no opinion regarding
any other Rhode Island tax consequences arising with respect to the Series 2013 HBonds or
any tax consequences arising with respect to the Series 2013 H Bonds under the laws of any
state other than Rhode Island.

This opinion is expressed as ofthe date hereof, and we neither assume nor undertake any obligation to update,
revise, supplement or restate this opinion to reflect any action taken or omitted, or any facts or circumstances
or changes in law or in the interpretation thereof, that may hereafter arise or occur, or for any other reason.

The rights of the holders of the Series 2013 H Bonds and the enforceability of the Series 2013 H Bonds and
the Indenture may be subject to bankruptcy, 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 ofjudicial discretion in appropriate cases.

EDV/ARDS WILDMAN PALMER LLP

G-3



lTHrs PAGE INrENrtoNnllv LBrr BuNrl



APPENDIX H

FORM OF CONTINUING DISCLOSURE AGREEMENT



ITHIS PAGE INTBNTIONEIIY LB¡ BLANK]



APPENDIX H

FORM OF CONTINUING DISCLOSURE AGREEMENT

AGREEMENT TO PROVIDE CONTINUING DISCLOSURE

THIS AGREEMENT, dated December _,2013 (the "Agreement"), is made by and
among the Corporation, the Borrower and the Trustee, each as defined below in Section 1.

In order to permit the Underwriters to comply with the provisions of Rule I5c2-12 in
connection with the public offering of the Bonds (defined below), the parties hereto, in
consideration of the mutual covenants herein contained and other good and lawful consideration,
hereby agree for the sole and exclusive benefit of the Holders as follows:

Section 1. Definitions. Capitalized terms used but not defined herein as follows
shall have the meaning ascribed to them in the Indenture.

"Agreetnent" shall mean this Agreement as the same from time to time may be amended
and supplemented in accordance with the terms hereof.

"Annual Information" shall mean the information specified in Section 3 hereof.

"Bonds" shall mean the Rhode Island Health and Educational Building Corporation
Public Schools Revenue Bond Financing Program Revenue Bonds, Series 2013 H (Town of
Little Compton Issue).

"Borrower" shall mean the Town of Little Compton, Rhode Island.

"Corporation" shall mean the Rhode Island Health and Educational Building
Corporation, a public body corporate and agency of the State of Rhode Island and the issuer of
the Bonds, and any successor thereto.

"DTC" shall mean The Depository Trust company, New york, New york, which is
acting as the Depository for the Bonds within the meaning of the Indenture.

"GAAP" shall mean generally accepted accounting principles as in effect from time to
time in the United States.

"GAAS" shall mean generally accepted auditing standards as in effect from time to time
in the United States.

"Holder" shall mean any registered owner of the Bonds and for the purpose of Section 5
of this Agreement only, if registered in the name of DTC (or a nominee thereof) or in the name
of any other entity (or a nominee thereof) that acts as a "clearing corporation" within the
meaning of the Rhode Island Uniform Commercial Code and is a "clearing agency" registered
pursuant to the provisions of Section llAof the Securities Exchange Act of 1934, as amended,
any beneficial owner of Bonds.

"Ittclenture" shall mean the Corporation's Master Public Schools Financing Program
Revenue Bond Indenture dated as of November 1,2009, as amendedby the First Supplemental
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Indenture dated as of April 15, 2013, together with the Series Indenture executed and delivered
thereunder authorizing the issuance of the Bonds.

"MSRB" shall mean the Municipal Securities Rulemaking Board established in
accordance with the provisions of Section 158(bxi) of the Securities Exchange Act of 1934, as

amended, or any successor thereto or to the functions, the MSRB contemplated by this
Agreement. Filing Information relating to the MSRB is set forth in the Exhibit A attached

hereto.

"Outstanding" shall mean Outstanding within the meaning of the Indenture.

"Rating Agency" shall mean S&P, Moody's or any other nationally recognized rating
service which has assigned a rating to the Bonds.

"Rule I5c2-12" shall mean Rule 15c2-12 under the Securities Exchange Act of 1934, as

amended through the date of this Agreement.

"Trustee" shall mean U.S. Bank National Association, a national banking association
organized and existing under the laws of the Unitecl States.

"Underwriter" shall mean the underwriter or underwriters that have contracteci to
purchase the Bonds from the Corporation upon initial issuance.

Section 2. Obligations to Provide Continuing Ðisclosure.

(Ð Obligations of the Borrower and the Trustee.

(a) The Borrower hereby undertakes, for the benefit of the Holders, to file, no later
than nine (9) months after the end of each of its fiscal years, commencing with the fiscal year

ending June 30, 2013, with the Corporation and with the MSRB, the Annual Information relating
to such fiscal year, together with audited financial statements of the Borrower for such fiscal year

provided, however, that if audited financial statements are not then available, unaudited f,rnancial

statements shall be provided and such audited financial statements shall be filed with the

Corporation and with the MSRB, when they become available. In addition, the Borrower shall

immediately notify in writing the Corporation and the Trustee of the occurrence of any of the

fifteen events listed in Section 2(ii) hereof upon gaining actual knowledge of the occurrence of
any such event. Upon the Trustee's receipt of such written notice from the Borrower, it will
provide a copy of the notice to the Corporation. The fact that the Trustee or any afhliate thereof
may have any hduciary or banking relationship with the Borrower or the Corporation apart from
the relationship created by the Rule shall not be construed to mean that the Trustee has actual
knowledge of any event or condition except as may be provided by written notice from the

Borrower or the Corporation.

The Borrower will also notify the Corporation and the Trustee in a timely lnanner of such

Borrower's final expenditure of its portion of the Available Project Proceeds (the "Final
Expenditure Notice").

}]-2



(ii) Obligations of the Corporation. The Corporation hereby undertakes, for the
benefit of Holders, to f,rle the following:

with the MSRB, in a timely manner not in excess of ten (10) business days after
the occurrence thereof, notice of any of the following events with respect to the Bonds:

(a) principal and interest payment delinquencies;

(b) non-payment related defaults, if material;

(c) unscheduled draws on debt service reserves reflecting financial diff,rculties;

(d) unscheduled draws on credit enhancements reflecting financial difficulties;

(e) a substitution of credit or liquidity providers, or their failure to perform;

(Ð adverse tax opinions or the issuance by the IRS of proposed or f,rnal
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material
notices or determinations with respect to the tax status of the Bonds or other material events
affecting the tax-exempt status of the Bonds;

(g) modification to rights of Holders of the Bonds, if material;

(h) bond calls, if material;

(i) defeasances;

Û) release, substitution, or sale of property securing repayment of the Bonds;

(k) rating changes;

(l) tender offers;

(nt) bankruptcy, insolvency, receivership or similar event of the Corporation or the
Borrowerl;

(") the consummation of a merger, consolidation, or acquisition involving the
Corporation or the Borrower or the sale of all or substantially all of the assets of the Corporation
or the Borrower, other than in the ordinary course of business, the entry into a definitive

I As noted in the Rule, this event is considered to occur when any of the following occur: (i) the appointrnent of a
receiver, fiscal agent or similar officer for the Corpolation or the Borrower in a proceeding under the U.S.
Bankruptcy Code or in any proceeding under state or federal law in which a couft or governlnental author.ity has
assumed jurisdictìon over substantially all of the assets or business of the Corporation or the Borrower, or il'such
jurisdiction has been assttmed by leaving the existing governing body and officials or officers in possession but
subject to the supervision and orders of a court or govemmental authority, or (ii) the entry of an order confirming a
plan of reorganization, arrangement or liquidation by a court or govetïmental authority having supervision or
jurisdiction over substantialty all of the assets or business of the Corporation or Borrower.
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agreement to undertake such an action or the termination of a def,rnitive agreement relating to
any such actions, other than pursuant to its terms, if material; and

(o) appointment of a successor or additional trustee or the change of name of a

trustee, if material

with the MSRB, in a timely manner, notice of a failure by the Borrower to
comply with Section 2(i)(a) hereof.

(iii) Termination of Disclosure Oblisation. The obligations of the Borrower
pursuant to Section 2(i) hereof and of the Corporation with respect to the Borrower and on its own
behalf pursuant to Section 2(ii) hereof may be terminated by mutual agreement of the
Corporation and the Borrower during any such time that the Borrower is not an "obligated
person" as defined in Rule l5c2-I2. Upon any such termination, the Corporation shall provide
notice thereof to the MSRB.

(iv) Other Information. Nothing herein shall be deemed to prevent the Corporation or
the Borrower from disseminating any other information in addition to that required hereby in the

manner set forth herein or in any other manner. If the Corporation or the Borrower should
disseminate any such additional information, the Corporation or the Borrower shall have no
obligation to update such information or include it in any future materials disseminated
hereunder.

(v) Disclaimer by the Corporation. The Corporation shall be under no obligation to
the Holders or any other party hereto to review or otherwise pass upon the Annual Information or
the fînancial statements provided to it pursuant to Section 2(i)(a) hereof, and its obligation
hereunder.with respect to the Annual Information and such financial sta-tements shall be limited
solely to the undertaking set forth in Section 2(ii) hereof.

(ui) Transmission of Information and Notices. Unless otherwise required by law, all
notices, documents and information provided to the MSRB shall be provided in electronic
format as prescribed by the MSRB and shall be accompanied by identifying information as

prescribed by the MSRB.

Section 3. Annual Information

(i) Specif,red Information. The Annual Information shall consist of the fbllowing:

operating data and f,rnancial information relating to the Borrower of the type included in
Appendix A to the Off,rcial Statement (only to the extent that this information is not included in
the audited hnancial statements of the Borrower); together with a narrative explanation, if
necessary to avoid misunderstanding and to assist the reader in understanding the presentation of
financial and operating data concerning the Borrower and in judging the f,rnancial and operating
condition of the Borrower.

(ii) Cross Reference. All or any portion of the Annual Information may be

incorporated in the Annual Information by cross refetence to any other documents which have

beeii filed with the MSRB.
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(iiÐ Informational Cateeories. The requirements contained in this Agreement under
Section 3(i) are intended to set forth a general description of the type of financial information
and operating data to be provided; such descriptions are not intended to state more than general
categories of f,rnancial information and operating data; and where the provisions of Section 3(i)
call for information that no longer can be generated or is no longer relevant because the
operations to which it related have been materially changed or discontinued, a statement to that
effect shall be provided.

Section 4. Financial Statements.

The Borrower's annual financial statements for each fiscal year shall be prepared in
accordance with GAAP unless applicable accounting principles are otherwise disclosed in the
Official Statement and audited by an independent accounting firm in accordance with GAAS,

Section 5. Remedies.

The sole and exclusive remedy for breach of this Agreement shall be an action to compel
specific performance of the obligations of the parties hereunder. No person or entity shall be
entitled to recover any monetary damages hereunder under any circumstances. The Corporation
may be compelled to comply with its obligations under this Agreement in the case of
enforcement of its obligations to provide information required hereunder by any Holder or by the
Trustee on behalf of the Holders; provided, however, that the Trustee shall not be required to
take any enforcement action except at the direction of the Holders of not less than 25Yo in
aggregate principal amount of Bonds at the time Outstanding.

Failure by any party to perform its obligations hereunder shall not constitute an Event of
Default under the Indenture or an event of default under any other agreement executed and
delivered in connection with the issuance of the Bonds including, but not limited to, the
Financing Agreement.

Section 6. Parties in Interest.

This Agreement is executed and delivered solely for the benefit of the Holders. No other
person (other than the Trustee on behalf of the Holders) shall have any right to enforce the
provisions hereof or any other rights hereunder, except that the Corporation shall have the right
to enforce the provisions hereofand to assert rights hereunder,

Section 7. Amendments.

Without the consent of any Holders, or the Credit Facility Provider, if any, the
Corporation, the Borrower, and the Trustee at any time and from time to time may enter into
amendments or changes to this Agreement for any of the following purposes:

(i) to comply with or conform to any changes in Rule l5c2-12 or any formal
authoritative interpretations thereof by the Securities and Exchange Commission or its staff
(whether required or optional);
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(ii) to add or change a dissemination agent for the information required to be

provided hereby and to make any necessary or desirable provisions with respect thereto;

(iii) to evidence the succession of another person to the Borrower, the Trustee or the

Corporation and the assumption by any such successor of the covenants of the Borrower, the

Trustee or the Corporation hereunder;

(iv) to add to the covenants of the Borrower or the Corporation for the benef,rt of the

Holders, or to surrender any right or power herein conferred upon the Borrower or the

Corporation;

(v) for any purpose for which, and subject to the conditions pursuant to which,
amendments may be made under Rule 15c2-12, as amended or modihed from time to time, or
any formal authoritative interpretations thereof by the Securities and Exchange Commission, or
its staff; or

(vi) for any other purpose, if (a) the amendment is made in connection with a change

in circumstances that arises from a change in legal requirements, change in law, or change in the

identity, nahre or status of the Corporation or the Borrower or any type of business or affairs

conducted by either; (b) the undertakings set forth herein, as amended, would have complied
with the requirements of Rule I5c2-12 at the time of the primary offering of the Bonds, after

taking into account any amendments or formal authoritative interpretations by the Securities and

Exchange Commission of Rule l5c2-I2, as well as any change in circumstances; and (c) the

amendment does not materially impair the interests of the Holders, as determined either by the

Trustee or by nationally recognized bond counsel.

(In determining whether or not there is such an adverse effect, the Trustee may rely upon an

opinion of nationally recognized bond counsel).

Annual Information for any f,rscal year containing any amended operating data or
financial information for such fiscal year shall explain, in narrative form, the reasons for such

amendment and the impact of the change on the type of operating data or hnancial information in
the Annual Information being provided for such fiscal year.

If a change in accounting principles is included in any such amendment, such Annual
Information shall present a comparison between the financial statements or information prepared

on the basis of the amended accounting principles and those prepared on the basis of the former
accounting principles for the fiscal year in which such change is made. The comparison should

include a qualitative discussion of the differences in the accounting principles and the impact of
the change in the accounting principles on the presentation of the financial information, in order

to provide information to investors to enable them to evaluate the ability of the Borrower to meet

its obligations. To the extent reasonably feasible, the comparison also should be quantitative. A
notice of the change in accounting principles shall be sent to the Corporation, and f,rled with the

MSRB.
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Section 8. Termination.

Unless otherwise agreed by the Corporation and the Borrower, this Agreement shall
remain in full force and effect until such time as all principal, redemption premiums, if any, and
interest on the Bonds shall have been paid in full or the Bonds shall have otherwise been paid or
defeased pursuant to the Indenture.

Section 9. The Trustee.

(i) Except as specifically set forth herein, this Agreement shall not ueate any
obligation or duty on the part of the Trustee and the Trustee shall not be subject to any liability
hereunder for acting or failing to act as the case may be.

(iÐ To the extent permitted by law, the Trustee shall be indemnif,red and held
harmless in corurection with this Agreement, to the same extent provided in the Indenture for
matters arising thereunder.

Section 10. Governing Law.

THIS AGREEMENT SHALL BE GOVERNED BY THE LAWS OF THE STATE
OF RIIODE ISLAND DETERMINED WITHOUT REGARD TO PRINCIPLES OF
CONFLICT OF LAW.

Section 11.
annual appropriation

The obligations of the Borrower under this Agreement are subject to
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IN WITNESS WHEREOF, the undersigned have duly authorized, executed and delivered
this Agreement.

U.S. BANK NATIONAL ASSOCIATION,
Trustee

By:
Name:
Title:

TOWN OF LITTLE COMPTON, RHODE ISLAND

By:
Name: Mary-Jane M. Harrington
Title: Treasurer

By:
Name: Robert L. Mushen
Title: President of the Town Council

RHODE ISLAND HEALTH AND
EDUCATIONAL BUILDING
CORPORATION, Issuer

By
Name: James K. Salome
Title: Chairperson
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EXHIBIT A

Filing information relating to the Municipal Securities Rulemaking Board is as follows

Municipal Securities Rulemaking Board
http://emma.msrb.ore
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