NEW ISSUE Ratings: See “RATINGS” herein

In the opinion of Moses Afonso Ryan Ltd., Bond Counsel, based upon an analysis of existing law and assuming, among other
matters, compliance with certain covenants, interest on the $4,445,000 General Obligation Bonds, Series 2015 A (Tax-Exempt) (the
“Series A Bonds”) is excludable from gross income for federal income tax purposes under the Internal Revenue Code of 1986 and
interest on the Series A Bonds is not an item of tax preference for the purpose of calculating the alternative minimum tax imposed
on individuals and corporations. Interest on the Series A Bonds will, however, be included in the calculation of adjusted current
earnings for the purpose of computing the alternative minimum tax imposed on corporations. Interest on the $415,000 General
Obligation Bonds, Series 2015 B (Federally Taxable) (the “Series B Bonds”)and $1,615,000 General Obligation Bond Anticipation
Notes (Federally Taxable) (the “Notes”) is fully includable in gross income for federal income tax purposes. The Series B Bonds
collectively with the Series A Bonds, are referred to herein as the “Bonds”. Under existing law, income from the Bonds and the Notes
s free from taxation by the State of Rhode Island (the “State”), its political subdivisions and instrumentalities, although the income
therefrom may be included in the measure of Rhode Island estate taxes and certain Rhode Island corporate and business taxes. Bond
Counsel expresses no opinion regarding any other tax consequences related to the ownership or disposition of, or the accrual or
receipt of interest on the Bonds. See “TAX MATTERS—The Series A Bonds”, “TAX MATTERS—The Series B Bonds and the
Notes”, and “APPENDIX C” herein.

TOWN OF PORTSMOUTH, RHODE ISLAND
Relating to
$4,445,000 GENERAL OBLIGATION BONDS, SERIES 2015 A (Tax-Exempt)

Dated: Date of Delivery Due: As shown on the inside front cover

$415,000 GENERAL OBLIGATION BONDS, SERIES 2015 B (Federally Taxable)

Dated: Date of Delivery Due: As shown on the inside front cover

$1,615,000 GENERAL OBLIGATION BOND ANTICIPATION NOTES, 2015 SERIES 1 (Federally Taxable)

Dated: Date of Delivery Due: November 17, 2016
Amount Interest Rate Reoffering Yield CUSIP No. t
$1,615,000 1.250% 0.750% 737186 PZ3

The Bonds are issuable only as fully registered Bonds without coupons, and, when issued, will be registered in the name of Cede & Co.,
as Bondowner and nominee for The Depository Trust Company (“DTC”), New York, New York. DTC will act as securities depository for the
Bonds. Purchases of the Bonds will be made in book-entry form, in the denomination of $5,000 or any integral multiple thereof. Purchasers
will not receive certificates representing their interest in Bonds purchased. So long as Cede & Co. is the Bondowner, as nominee of DTC,
references herein to the Bondowners or registered owners shall mean Cede & Co., as aforesaid, and shall not mean the Beneficial Owners (as
defined herein) of the Bonds. So long as DTC, or its nominee Cede & Co., is the Bondholder, principal and semiannual interest payments will be
made directly to such Bondholder. Principal of and interest on the Bonds will be payable to DTC by U.S. Bank National Association, as Paying
Agent. Disbursement of such payments to the DTC Participants is the responsibility of DTC and disbursements of such payments to Beneficial
Owners is the responsibility of the DTC Participants and the Indirect Participants, as more fully described herein. (See “THE BONDS AND THE
NOTES—Book-Entry Only System" herein.) Interest on the Bonds is computed on the basis of a 360-day year consisting of twelve 30-
day months.

The Bonds will be dated the date of delivery. Interest on the Bonds will be payable on October 1, 2016 and semiannually thereafter on
April 1 and October 1 of each year at the rates as shown in the maturity schedule on the inside front cover. Principal of the Bonds will be payable
on October 1 as shown in the maturity schedule on the inside front cover.

The Notes are issuable only as fully registered Notes, and, when issued, will be registered in the name of Cede & Co., as Noteowner
and nominee for DTC. DTC will act as securities depository for the Notes. Purchases of the Notes will be made in book-entry form, in the
denomination of $1,000 or any integral multiple thereof. Purchasers will not receive certificates representing their interest in Notes purchased.
So long as Cede & Co. is the Noteowner, as nominee of DTC, references herein to the Noteowners or registered owners shall mean Cede &
Co., as aforesaid, and shall not mean the Beneficial Owners (as defined herein) of the Notes. So long as DTC, or its nominee Cede & Co., is the
Noteholder, such payments will be made directly to such Noteholder. Principal of and interest on the Notes will be payable to DTC by U.S. Bank
National Association, as Paying Agent. Disbursement of such payments to the DTC Participants is the responsibility of DTC and disbursements
of such payments to Beneficial Owners is the responsibility of the DTC Participants and the Indirect Participants, as more fully described herein.
(See "THE BONDS AND THE NOTES—Book-Entry Only System" herein.) Interest on the Notes is computed on the basis of a 360-day
year consisting of twelve 30-day months.

The Series A Bonds are subject to optional redemption prior to maturity, as further described herein. The Series B Bonds are
subject to mandatory redemption prior to maturity as further described herein. The Series B Bonds and Notes are not subject to
optional redemption prior to maturity.

The Series A Bonds will be designated as “qualified tax exempt obligations” pursuant to Section 265(b)(3) of the Code.

The Bonds and the Notes are offered for delivery when, as, and if issued, subject to the final approving opinion of Moses Afonso Ryan
Ltd., Bond Counsel, of Providence, Rhode Island, and to certain other conditions referred to herein. Certain legal matters will be passed upon
by Locke Lord LLP, of Providence, Rhode Island, counsel to the Underwriter. Public Financial Management, Inc. will be serving as financial
advisor for the Town on this transaction. It is expected that the Bonds and the Notes in definitive form will be available for delivery to DTC

in New York, New York, on or about November 18, 2015.

Official Statement Dated November 4, 2015

T See inside front cover.




MATURITIES, AMOUNTS, INTEREST RATES, PRICES OR YIELDS
$4,445,000 GENERAL OBLIGATION BONDS, SERIES 2015 A (Tax-Exempt)

Maturity Principal Interest Price or CUSIP Maturity Principal  Interest Price or CUSIP

October 1 Amount Rate Yield No. * October 1 Amount Rate Yield No. t
2016 $225,000 2.00% 0.40% 737186 PB6 2026 $220,000 4.00% 114.741%* 737186 PM2
2017 225,000 3.00 0.70 737186 PC4 2027 220,000 3.00 104.525% 737186 PNO
2018 225,000 3.00 0.90 737186 PD2 2028 220,000 3.00 103.637* 737186 PP5
2019 225,000 3.00 1.09 737186 PEO 2029 220,000 3.00 102.494* 737186 PQ3
2020 225,000 2.00 1.26 737186 PF7 2030 220,000 3.00 101.712* 737186 PR1
2021 225,000 2.00 1.49 737186 PGS 2031 220,000 3.25 102.809%* 737186 PS9
2022 225,000 3.00 1.70 737186 PH3 2032 220,000 3.25 102.291* 737186 PT7
2023 225,000 4.00 1.89 737186 PJ9 2033 220,000 3.50 103.980* 737186 PU4
2024 225,000 4.00 2.03 737186 PK6 2034 220,000 3.50 103.548%* 737186 PV2
2025 220,000 4.00 2.20 737186 PL4 2035 220,000 3.50 103.118* 737186 PWO

*Priced to the first optional redemption date of October 1, 2025 at a redemption price of 100%.

$415,000 GENERAL OBLIGATION BONDS, SERIES 2015 B (Federally Taxable)

$215,000 2.340% Term Bond to yield 2.340% due October 1, 2020 CUSIP No. 737186 PX8
$200,000 3.236% Term Bond to yield 3.236% due October 1, 2025 CUSIP No. 737186 PY6

+CUSIP" is a registered trademark of the American Bankers Association (ABA). The numbers have been assigned by an independent company not affiliated with
the Town, the Underwriter or the Financial Advisor and are included solely for the convenience of the holders of the Bonds and the Notes. None of the Town, the
Financial Advisor or the Underwriter are responsible for the selection or uses of the CUSIP numbers, and no representation is made as to their correctness on the
Bonds and the Notes or as indicated above. The CUSIP number for a specific maturity is subject to being changed after the issuance of the Bonds and the Notes as
a result of various subsequent actions including, but not limited to, a refunding in whole or in part of such maturity.
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This Official Statement is not to be construed as a contract or agreement between the Town of
Portsmouth and the purchasers or holders of any of the Bonds and the Notes. Any statements made in this
Official Statement involving matters of opinion, whether or not expressly so stated, are intended merely as
opinion and not as representations of fact. The information and expressions of opinion herein are subject to
change without notice and neither the delivery of this Official Statement nor any sale made hereunder shall,
under any circumstances, create any implication that there has been no change in the affairs of the Town since
the date hereof.

All quotations from and summaries and explanations of provisions of laws and documents described
herein do not purport to be complete and reference is made to said laws and documents for full and complete
statements of their provisions.

No dealer, salesman or any other person has been authorized to give any information or to make any
representations, other than information and representations contained herein, in connection with the offering of
the Bonds and the Notes, and if given or made, such information or representations must not be relied upon. This
Official Statement does not constitute an offer to sell or solicitation of an offer to buy any of the Bonds
and the Notes in any jurisdiction to any person to whom it is unlawful to make such offer or solicitation in such
jurisdiction. The information set forth herein has been furnished by the Town and other sources which are
believed to be reliable, but is not guaranteed as to accuracy or completeness.

Upon issuance, the Bonds and the Notes will not be registered under the Securities Act of 1933, as
amended, in reliance upon exemptions contained in such Act. The Bonds will not be listed on any stock or other
securities exchange. Any registration or qualification of the Bonds in accordance with applicable provisions of
securities laws of the states in which the Bonds and the Notes may be registered or qualified and the exemption
from registration or qualification in other states cannot be regarded as a recommendation thereof. Neither the
Securities and Exchange Commission nor any other federal, state or other governmental entity or agency, except
for the Town, will have passed upon the accuracy of the Official Statement or, except for the Town, approved
the Bonds for sale. Any representation to the contrary may be a criminal offense.

The financial advisor to the Town 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 part of, its responsibilities to the Town 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.

The Underwriter has provided the following sentence for inclusion in this Official Statement. The
Underwriter has reviewed the information in this Official Statement in accordance with, and as part of, its
responsibilities to the Town 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 information relating to The Depository Trust Company ("DTC") and the book-entry only system
contained in this Official Statement has been furnished by DTC (see "THE BONDS AND THE NOTES--Book-
Entry Only System" herein). No representation is made by the Town as to the adequacy or accuracy of such
information. The Town has not made any independent investigation of DTC or the book-entry only system.

The cover page hereof, this page and the appendices attached hereto are part of this Official Statement.



OFFICIAL STATEMENT
of the
TOWN OF PORTSMOUTH, RHODE ISLAND
Relating to

$4,445,000 GENERAL OBLIGATION BONDS, SERIES 2015 A (Tax-Exempt)
$415,000 GENERAL OBLIGATION BONDS, SERIES 2015 B (Federally Taxable)
and
$1,615,000 GENERAL OBLIGATION BOND ANTICIPATION NOTES, 2015 SERIES 1 (Federally Taxable)

This Official Statement provides certain information concerning the Town of Portsmouth, Rhode Island (the
"Town") in connection with the issuance by the Town of its $4,445,000 General Obligation Bonds, Series 2015 A (Tax-
Exempt) dated the date of delivery (the "Series A Bonds") its $415,000 General Obligation Bonds, Series 2015 B
(Federally Taxable) dated the date of delivery (the "Series B Bonds") (collectively with the Series A Bonds, are referred to
herein as the “Bonds”) and its $1,615,000 General Obligation Bond Anticipation Notes, 2015 Series 1 (Federally Taxable)
dated the date of delivery (the "Notes").

THE BONDS AND THE NOTES
Description of the Bonds and the Notes

The Bonds will be issued only as fully registered Bonds in the denomination of $5,000 or any integral multiple
thereof. The Bonds will be dated the date of delivery and will bear interest at the rates shown on the cover page hereof.

Interest on the Bonds will be payable on October 1, 2016 and semi-annually thereafter on April 1 and October 1
of each year at the rates shown in the maturity schedule on the cover page hereof. Principal of the Bonds will be payable
on October 1 of each year as set forth on the inside cover page hereof.

The Bonds are issuable only as fully registered Bonds without coupons, and, when issued, will be registered in
the name of Cede & Co., as Bondowner and nominee for The Depository Trust Company ("DTC"), New York, New
York. DTC will act as securities depository for the Bonds. Purchases of the Bonds will be made in book-entry form, in the
denomination of $5,000 or any multiple thereof. Purchasers will not receive certificates representing their interest in
Bonds purchased. So long as Cede & Co. is the Bondowner, as nominee of DTC, references herein to the Bondowners or
registered owners shall mean Cede & Co., as aforesaid, and shall not mean the Beneficial Owners (as defined herein) of
the Bonds. See "THE BONDS - Book-Entry Only System" below.

Principal of and interest on the Bonds are payable to DTC by U.S. Bank National Association as Paying Agent.
So long as DTC or its nominee, Cede & Co., is the Bondowner, such payments will be made directly to such Bondowner.
Disbursement of such payments to the DTC Participants is the responsibility of DTC and disbursement of such
payments to the Beneficial Owners is the responsibility of the DTC Participants and the Indirect Participants, as more
fully described herein. Interest on the Bonds is computed on the basis of a 360-day year consisting of twelve 30-day
months.

For every transfer and exchange of the Bonds, whether in certificated form or otherwise, the Beneficial Owner
may be charged a sum sufficient to cover any tax, fee or other governmental charge that may be imposed in relation
thereto. Adequate indemnification may be required to replace any lost, stolen or destroyed Bonds, whether in
certificated form or otherwise. See “THE BONDS AND THE NOTES - Book-Entry Only System" below.

The Notes are issuable only as fully registered Notes and, when issued, will be registered in the name of Cede &
Co., as Noteholder and nominee for DTC. Principal of and interest on the Notes will be paid at maturity by U.S. Bank
National Association, Corporate Trust Department, Boston, Massachusetts as Paying Agent to DTC. DTC will act as
securities depository for the Notes. Purchases of the Notes will be made in book-entry form, in the denomination of $1,000
or any integral multiple thereof. Purchasers will not receive certificates representing their interest in Notes purchased. So
long as Cede & Co. is the Noteholder, as nominee of DTC, references herein to the Noteholders or registered owners shall
mean Cede & Co., as aforesaid, and shall not mean the Beneficial Owners (as defined herein) of the Notes. Interest on the
Notes is computed on the basis of a 30-day month and a 360 day year. See “THE BONDS AND THE NOTES - Book-
Entry Only System" below.



Record Date

The Record Date for each payment of interest on the Bonds is the close of business on the fifteenth day
preceding the interest payment date or, if such day is not a business day of the Paying Agent, the next preceding day
which is a regular business day of the Paying Agent.

The Record Date for the payment of interest on the Notes is the close of business on the fifteenth day preceding the
maturity date or, if such a day is not a business day of the Paying Agent, the next preceding day which is a regular business
day of the Paying Agent.

Authorization and Purpose of the Bonds and the Notes

The Series A Bonds in the amount of $4,445,000 will be issued pursuant to §45-12-2 of the Rhode Island General
Laws, the 2015-16 Operating Budget the Town adopted by ordinance on June 22, 2015, and an ordinance of the Town
Council duly adopted on August 24, 2015 to finance various capital projects.

The Series B Bonds in the amount of $415,000 will be issued pursuant to §45-12-2 of the Rhode Island General
Laws and an ordinance of the Town Council duly adopted on September 22, 2014 to finance the Town’s Septic System
Loan Program.

The Notes in the amount of $1,615,000 will be issued pursuant to Chapter 116/118 of the Public Laws of 2007, a
vote of the electorate at the November 6, 2007 Election, a Resolution of the Town Council duly adopted on June 9, 2008
and an ordinance of the Town Council duly adopted on August 24, 2015 to refinance debt associated with the Town’s
Wind Turbine Project. See “THE TOWN OF PORTSMOUTH — Government Services — Utilities.”

Book-Entry Only System

This section describes how ownership of the Bonds and the Notes is to be transferred and how the principal of,
premium, if any, and interest on the Bonds and the Notes are to be paid to and credited by DTC while the Bonds and the
Notes are registered in its nominee name. The information in this section concerning DTC and the Book-Entry-Only
System has been provided by DTC for use in disclosure documents such as this Official Statement. The Town believes the
source of such information to be reliable, but takes no responsibility for the accuracy or completeness thereof.

The Town cannot and does not give any assurance that (1) DTC will distribute payments of debt service on the
Bonds and the Notes, or redemption or other notices, to DTC Participants, (2) DTC Participants or others will distribute
debt service payments paid to DTC or its nominee (as the registered owner of the Bonds and the Notes), or redemption or
other notices, to the Beneficial Owners, or that they will do so on a timely basis, or (3) DTC will serve and act in the
manner described in this Official Statement. The current rules applicable to DTC are on file with the Securities and
Exchange Commission, and the current procedures of DTC to be followed in dealing with DTC Participants are on file
with DTC.

The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the Bonds and the
Notes. The Bonds and the Notes 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 fully-
registered security certificate will be issued for each maturity of each series of the Bonds and the Notes in the principal
amounts 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 17A 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.
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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 companies, and clearing corporations that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants”). DTC has Standard & Poor’s rating of AA+. The DTC Rules
applicable to its Participants are on file with the Securities and Exchange Commission. More information about DTC can
be found at www.dtcc.com and www.dtc.org.

Purchases of Bonds and Notes under the DTC system must be made by or through Direct Participants, which will
receive a credit for the Bonds and the Notes 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 Indirect Participants’ records. Beneficial Owners
will not receive written confirmation from 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 Bonds and the Notes are to be accomplished by entries made on the books of Direct and Indirect Participants acting on
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in
Bonds and the Notes, except in the event that use of the book-entry system for the Bonds and the Notes is discontinued.

To facilitate subsequent transfers, all Bonds and the Notes 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 Bonds and Notes 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 Bonds and the Notes; DTC’s records reflect only the identity of the Direct Participants to whose
accounts such Bonds and Notes 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 Bonds and Notes may wish to take certain steps to augment the transmission to them of notices of
significant events with respect to the Bonds and the Notes, such as redemptions, tenders, defaults, and proposed
amendments to the Bond documents. For example, Beneficial Owners of Bonds and Notes may wish to ascertain that the
nominee holding the Bonds and the Notes 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 notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Bonds and the Notes issued within an issue are
being redeemed, DTC’s practice is to determine by lot the 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 Securities unless
authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual procedures, DTC mails an
Omnibus Proxy to the Town 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 Securities are credited on the record date
(identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on the Bonds and the Notes, and redemption proceeds, will be made to Cede &
Co., or such other nominee as may be required by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information from the Town or the Paying
Agent/Registrar on payable dates in accordance with their respective holdings shown on DTC’s records. Payments by
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as in 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, the Paying Agent or the Town, subject to any statutory or regulatory requirements as may
be in effect from time to time. Payment of redemption proceeds and principal and interest to Cede & Co., or such other
nominee as may be required by an authorized representative of DTC is the responsibility of the Town, disbursement of
such payments to Direct Participants shall be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Bonds and the Notes at
any time by giving reasonable notice to the Town and the Paying Agent/Registrar. Under such circumstances, in the event
that a successor securities depository is not obtained, Bond certificates are required to be printed and delivered.



The Town may decide to discontinue use of the system of book-entry-only transfers through DTC (or a successor
securities depository). In that event, Bond certificates will be printed and delivered.

Use of Certain Terms in Other Sections of this Official Statement. In reading this Official Statement it should be
understood that while the Bonds and the Notes are in the Book-Entry-Only System, references in other sections of this
Official Statement to registered owners should be read to include the person for which the Participant acquires an interest
in the Bonds and the Notes, but (i) all rights of ownership must be exercised through DTC and the Book-Entry-Only
System, and (ii) except as described above, notices that are to be given to registered owners will be given only to DTC.

The information in this section concerning DTC and DTC’s Book-Entry-Only System has been obtained from
sources that the Town believes to be reliable, but neither the Town nor the Financial Advisor takes any responsibility for
the accuracy thereof.

Sources and Uses of Funds

The proceeds of the Series A Bonds are to be applied as follows:

SOURCES OF FUNDS:
Principal of the Series A Bonds $4,445,000.00
Net Original Issue Premium 275,043.60

TOTAL SOURCES OF FUNDS $4,720,043.60

USES OF FUNDS:
Costs of Tssuance ! $ 73,543.60
Proceeds to Fund Projects 4,646,500.00
TOTAL USES OF FUNDS $4,720,043.60

The proceeds of the Series B Bonds are to be applied as follows:

SOURCES OF FUNDS:
Principal of the Series B Bonds $415,000.00
TOTAL SOURCES OF FUNDS $415,000.00
USES OF FUNDS:
Costs of Issuance $ 15,000.00
Proceeds to Fund Projects 400,000.00
TOTAL USES OF FUNDS $415,000.00

The proceeds of the Notes are to be applied as follows:

SOURCES OF FUNDS:

Principal of the Notes

$1,615,000.00

Net Original Issue Premium 7,994.25
TOTAL SOURCES OF FUNDS $1,622,994.25

USES OF FUNDS:
Costs of Issuance $ 20,967.67
Proceeds to Redeem Wind Turbine Energy Bonds 1,602,026.58
TOTAL USES OF FUNDS $1,622,994.25

(1) Includes Underwriters’ discount and other costs associated with the issuance of the Bonds and the Notes.
Redemption Prior to Maturity

Optional Redemption

The Series A Bonds maturing on or after October 1, 2026, shall be subject to optional redemption prior to their
stated dates of maturity, at the option of the Town, on or after October 1, 2025, as a whole or in part at any time (by lot by
DTC), in any order of maturity designated by the Town, at 100% of the aggregate principal amount of the Series A Bonds
to be redeemed, together with interest accrued and unpaid to the redemption date.

The Series B Bonds and the Notes are not subject to optional redemption prior to their stated dates of maturity.
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Mandatory Redemption

The Series B Bonds maturing on October 1, 2020 shall be redeemed from sinking fund installments at their
principal amounts without premium plus interest, if any, accrued thereon to the date fixed for redemption, on each October
1 of the years and in the principal amounts set forth below:

Year Principal Amount
2016 $45,000
2017 45,000
2018 45,000
2019 40,000
2020+ 40,000

+ Maturity

The Series B Bonds maturing on October 1, 2025 shall be redeemed from sinking fund installments at their
principal amounts without premium plus interest, if any, accrued thereon to the date fixed for redemption, on each October
1 of the years and in the principal amounts set forth below:

Year Principal Amount
2021 $40,000
2022 40,000
2023 40,000
2024 40,000
2025%F 40,000

11 Final Maturity

Notice of any redemption of the Bonds, specifying the numbers and other designations of the Bonds to be
redeemed, shall be given not more than 60 days nor less than 30 days prior to the date set for redemption by mailing a copy
of such notice to DTC or its nominees.

The Town, so long as a book-entry system is used for determining beneficial ownership of the Bonds, shall send
any notice of redemption to DTC, or its nominee, as registered owner of the Bonds. Transfer of such notice to the DTC
Participants is the responsibility of DTC. Transfer of such notice to Beneficial Owners by DTC Participants is the
responsibility of the DTC Participants and other nominees of Beneficial Owners of the Bonds. Any failure of DTC to mail
such notice to any DTC Participant, or any failure by any DTC Participant to notify any Beneficial Owner, will not affect
the validity of the redemption of the Bonds. The Town can make no assurances that DTC, the DTC Participants or other
nominees of the Beneficial Owners of the Bonds will distribute such redemption notices to the Beneficial Owners of the
Bonds, or that they will do so on a timely basis, or that DTC will act as described in this Official Statement.

A notice of redemption may state (1) that it is conditioned on the deposit of moneys, in an amount necessary to
effect the redemption with the paying agent no later than the redemption date; and/or (2) that the Town retains the right to
rescind such notice on or prior to the scheduled redemption date, and such notice and optional redemption shall be of no
effect if such monies are not so deposited or if the notice is rescinded.

Security for the Bonds and the Notes

The Bonds and the Notes will be valid general obligations of the Town, for the payment of which the full faith and
credit, ad valorem taxes and general fund revenues of the Town are pledged (See APPENDIX C-Proposed Forms of Legal
Opinions for the Bonds and the Notes). The Rhode Island General Laws provide that the Town shall annually appropriate
a sum sufficient to pay the principal and interest coming due within the year on all its bonds and notes to the extent that
monies therefore are not otherwise provided, and that if such sum is not appropriated, it shall nevertheless be added to the
annual tax levy. In order to provide such amount, all taxable property 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, for any matter, to present a demand for such claim to the town council and if satisfaction of such claim is not
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made within 40 days, to commence an action against the town treasurer for recovery of the claim. If judgment is obtained
for such debt due and if the treasurer of the town does not have sufficient monies to pay the judgment, Rhode Island
General Laws Section 45-15-6 authorizes the town treasurer to apply to any justice of the peace in the town 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 purpose. If the city council shall fail to assess voluntarily a tax sufficient to satisfy judgment on a city debt, the
Superior Court of the State is authorized to order the assessors of the town “to assess upon the ratable property, and the
collector to collect, a tax sufficient for the payment of the judgment, with all incidental costs and charges, and the expense
of assessing and collecting the tax,” pursuant to Rhode Island General Laws Section 45-15-7.

The enforceability of rights or remedies with respect to the Bonds and the Notes may be subject to bankruptcy,
insolvency, reorganization, moratorium, or other laws affecting creditors' rights or remedies heretofore or hereafter enacted
to the extent constitutionally applicable, and their enforcement may also be subject to the exercise of judicial discretion in
appropriate cases.

Statutory Lien

In July 2011, the Rhode Island General Assembly (the “General Assembly”) enacted amendments to Section 45-
12-1 of the Rhode Island General Laws (the “July Amendments”) 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 and for giving priority to general
obligation debt in a bankruptcy. The validity and priority of the lien granted by Section 45-12-1 have not been adjudicated
in any proceeding brought under Chapter 9 of the United States Bankruptcy Code. The July Amendments provide, in part,
that 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 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 payment of
such obligations. Any municipal employee or official who intentionally violates such provisions of Section 45-12-1 is
personally liable to the city or town for any amounts not expended in accordance with such appropriations. The State
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 further violations under such provisions of Section 45-12-1. Any municipal employee or
official who violates such provisions of Section 45-12-1 is subject 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: (1) the pledge of ad valorem taxes 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 made under the Uniform Commercial Code or otherwise to
perfect the first lien on ad valorem taxes and general fund revenues; (3) the pledge of ad valorem taxes or general fund
revenues is subject to the lien of the 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 agreement to be effective.

The July Amendments provide that ad 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.

State Aid Intercept

Rhode Island General Laws Section 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 notify the town administrator 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 town administrator 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 are
required to certify the inability or likely inability to the State Director of Revenue (the “Director””). Upon receipt of the
certificate, the Director shall immediately investigate the circumstances and, if the Director finds that the town is, or in
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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 of the paying agent for the bonds, notes or certificates of
indebtedness to the General Treasurer of the State. The Town has never made such a certification.

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 days after receipt of the certification from the Director 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,
from the State 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 applied for any purpose other than paying principal or interest, or both, on bonds, notes or
certificates of indebtedness of the town.

For purposes of the statute, the sums otherwise payable from the State treasury to a city or town shall be the funds
made available to cities or 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 Section 45-13-9 of the
Rhode Island General Laws; (ii) as school housing aid pursuant to Sections 16-7-35 through 16-7-47 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 Sections 16-7-15
through 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) from the public service corporation tax pursuant to Chapter 44-13
of the Rhode Island General Laws; (v) from the local meal and beverage tax pursuant to Section 44-18-18.1 and the hotel tax
pursuant to Section 44-18-36.1 of the Rhode Island General Laws; and (vi) pursuant to all acts supplementing such chapters.

Enforceability of Town Obligations

Enforcement 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 of the federal bankruptcy laws and of statutes, if any, hereafter enacted by the federal
government or the State extending the time for payment of such obligations or imposing other constitutionally valid
constraints upon such enforcement.

Judicial enforcement of statutes such as Rhode Island General Laws Sections 45-15-5 through 45-15-7
described above under the heading “Claims for Payments Due”, the statutory lien provided for in Section 45-12-1 and
state aid intercepts such as that provided for 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 under Chapter 9 of the
United States Bankruptcy Code, or pursuant to other subsequently enacted laws relating to creditors’ rights, has not
been adjudicated.

THE TOWN OF PORTSMOUTH
General

The Town of Portsmouth, with a 2010 population of 17,389, is located approximately 20 miles southeast of
Providence. The Town occupies the northern portion of Aquidneck Island and is bordered by the Town of Bristol on the
north; the Town of Middletown on the south; the Town of Tiverton on the east; and Narragansett Bay on the west. The
Town limits extend over an area of 59.3 square miles, including a land area of 23.2 square miles and an inland water area
of 36.1 square miles. Routes 138 and 114 are major highways connecting the Town to 1-195, I-95, Route 24 and the
entire northeast corridor. Air transportation is available at the Newport State Air Park located in Middletown, which
provides charter air service to all major airports in New England and New York. The state’s major airport facility is
located in the City of Warwick, approximately 30 miles from the Town. Nationwide intercity rail passenger service
is offered through AMTRAK’s Providence station. Freight transportation is provided by railroads and by local and
long distance trucking firms and bus lines, and the nearby Port of Providence provides the Town with excellent shipping
facilities.

Government

Portsmouth was established in 1638 and incorporated as a town in 1640. The Town is governed by a seven
member Town Council, elected biennially in even years, and an appointed Town Administrator. The Town operates
under a Home Rule Charter, under which all powers of the Town (including those powers formerly vested in and
exercised by the Financial Town Meeting, which was discontinued) are vested in the elected Town Council. The Council



may enact local legislation subject only to the limitations imposed by Charter, the State Constitution and the General
Laws. Under the Charter, the Council determines policy, enacts law and appoints the Town Administrator.

The Town Administrator is responsible to the Council for the administration of Town government. Richard A
Rainer, Jr. is the current Town Administrator, having been appointed in June 2015. Mr. Rainer has served 30 years in the
U.S. Navy as Commodore, Commanding Officer, and Director of the U.S. Naval Staff College. Prior to his appointment,
Mr. Rainer served as Branch Head for Policy and Commanding Officer for the U.S. Naval Element at NATO Joint Forces
Command, Brunssum, Netherlands.

The Finance Director is appointed by the Town Administrator with the approval of the Town Council. The
Finance Director of Portsmouth is James Lathrop, CPA, who also holds the position of Deputy Town Administrator. Mr.
Lathrop was hired in February 2014 and had previously worked in the Town of Westerly as the consolidated Town and
School Finance Director, and the City of New London, Connecticut as Finance Director.

Principal Officials
Manner of Length
Office Name Selection Term Expires of Service
Town Administrator Richard A. Rainer, Jr. Appointed 3 year 6/30/2018 .25 years
Finance Director James Lathrop Appointed n/a n/a 1.50 years
Town Solicitor Kevin Gavin Appointed n/a n/a 2.75 years
Superintendent of Schools  Ana C. Riley Appointed 3 year 6/10/2017 1.25 years

Government Services
Police
The Police Department employs 30 uniformed officers, a police chief, a deputy chief and 1 civilian clerk.

In addition, the Rhode Island State Police maintain a barracks in the Town. The barracks covers Newport and
Bristol Counties, and the City of East Providence. See “FINANCIAL INFORMATION - Budgets” herein.
Fire

The Fire Department employs 32 full-time professional firefighters, a fire chief and a deputy chief, 4 full-time, 2
part-time and 2 per diem civilian dispatchers who staff 1 fire station. See “FINANCIAL INFORMATION - Budgets”
herein.

Library

The Portsmouth Free Public Library was founded in 1898 as a non-profit corporation. An annual Town
appropriation, as well as various trusts and membership fees, support the operation of the Library. For fiscal years ended
June 30, 2014 and 2015, the Town appropriated $463,296 and $476,296, respectively. The Town budgeted $480,000 for
the fiscal year ending June 30, 2016.

Recreation

The Town offers excellent recreational activities which include swimming at various public beaches, salt and
fresh water fishing, boating, family picnic sites and various parks and groves, and several modern playground facilities
throughout the Town.

In 2015 the Town reestablished a Town Recreation department. This department manages the Town Beach and
various sports fields used by the numerous youth sports organizations that operate in the Town. The Department has
started various programing initiatives that included swimming lessons, free movie nights, and various classes and activities
for the citizens of Portsmouth.

The Town has developed a campground on a 152-acre tract of land given to the Town by the federal government
in 1978. The Melville Ponds Campground offers public camping facilities that accommodate full utility hook-up sites for
recreational vehicles and small campers, and numerous tent sites. In 2015 the Town contracted out the operation of the
campground to a private company.



There are four golf courses (one public, two semi-private and one private) and four marinas located within the
Town. The Portsmouth Senior Center offers various services and daily activities.

Solid Waste

The Town constructed a modern and efficient solid waste compact station in 1974. The Town contracts a private
hauler to operate the station and transport the compacted waste to the State’s central landfill site in Johnston. Recyclables
are collected at the compact station and transported to the State’s Multi Use Recovery Facility (“MURF”) in Johnston.
The Town does not provide curbside removal; however, private haulers can be contracted at the homeowner’s expense.

After decades of service, the station needed to be renovated. Approximately $200,000 of renovations were
completed in October 2015.

Sewers

The Town does not have a town wide municipal sewage system. Septic systems are utilized throughout the Town
for both commercial and private usage.

Water

Water is distributed throughout the Town by the Portsmouth Water and Fire District, except for a small area,
which is served by the City of Newport. The District is a separate legal entity from the Town and assesses user charges for
usage of water and its system. Water for the system is purchased from the City of Newport and the Town of Tiverton.

Utilities

National Grid serves the Town with electricity. Natural gas is also supplied by National Grid which maintains its
operating facilities and offices in Providence.

During fiscal year ended June 30, 2009, the Town completed the installation of a 336 foot-tall wind turbine at
Portsmouth High School. The wind turbine operated successfully until June 2012, when the gearbox that operates the
turbine failed. The Town was unable to seek remedies from the manufacturer as the manufacturer was no longer in
business. The Town is currently negotiating an agreement with Wind Energy Development to remove the wind turbine and
construct and operate a new wind Turbine in exchange for a lump sum payment of approximately $1.5 million. The Town
is issuing the Notes to repay the Town’s outstanding bonds that were issued to finance the wind turbine. It is expected that
funds received from the agreement with Wind Energy will be used to payoff the Notes at maturity.

Education

The general administration of the Town’s school system is directed by the seven-member, elected School
Committee. The 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 such other administrative officers as are considered necessary.

The Town maintains and operates one high school (grades 9-12), one middle school (grades 5-8) and two
elementary schools (grades K-4).

According to the 2009-2013 American Community Survey, over 95 percent of Town residents over the age of 25
completed high school and nearly 50 percent hold a bachelor’s or higher degree. The average public school enrollment for
the 2014-15 school year is approximately 2,532 students and there are 210 teachers.



The following is a summary of school population in the Town:

School Year Enrollment
2014-15 2,532
2015-16 2,500
2016-17 2,459 *
2017-18 2,406 *
2018-19 2,383 *
2019-20 2,352 *
2020-21 2,300 *
2021-22 2,271 *
2022-23 2,337 *
2023-24 2,222 *
2024-25 2,218 *
*Projected
Source: Rhode Island Department of Education.
Municipal Employees (Full-Time)
Fiscal Year Ending 6/30 2010 2011 2012 2013 2014 2015
Municipal Government 103 103 102 102 105 109
School Department 328 328 325 318 323 301
Total Employees 431 431 427 420 428 410
Employee Relations
Number of  Current Contract
Employees Organization Full-Time Expiration Date
Employees
Police Officers  International Brotherhood of Police Officers, Local #302 33 6/30/2017
Firefighters International Association of Firefighters, AFL-CIO, Local #1949 34 6/30/2016 *
Public Works  National Association of Government Employees , Local R.I. #280 16 6/30/2017
Teachers Employees' Retirement System of the State of Rhode Island 230 8/31/2016
Municipal Portsmouth Municipal Employees Association (PMEA) Local 871 24 6/30/2016
and non-union employees (Defined Supplemental Plan)
Other Certified R.I. Council 94, AFSCME, AFL-CIO, Local #2669 77 6/30/2015 *

* Currently in negotiations.
Retirement Plans

All eligible employees of the Town are covered by one of six pension plans: the Town Retirement Plan, which is
a single employer plan with a defined contribution component for certain employees (the “Town Plan”); the Employees'
Retirement System of the State of Rhode Island (the “Teachers' Plan) and four distinct defined money purchase pension
plans (collectively, the “Defined Contribution Plan) for: (1) full time National Association of Government Employees
(NAGE) Local 280, Portsmouth Municipal Employees Association (PMEA) Local 871 and non-union employees (Defined
Supplemental Plan), (2) full time police officers hired after July 1, 2010 (Police Plan), (3) NAGE Local 280 members hired
after July 1, 2010 (DPW Plan), and (4) the Town Administrator's Plan. A detailed presentation of the various plans is
included as Note 12 of the notes to financial statements dated June 30, 2013 and is included in APPENDIX B.

Effective July 1, 2013, the Town and the Unions agreed to adopt the Town’s Municipal Pension Funding
Improvement Plan which employs both a defined benefit pension plan component (Town Plan) and a defined contribution
plan component (401(a) plan). Effective July 1, 2014 all new Police, Fire, Town Hall, Non-Certified School Employees,
and Public Works employees, whether union and non-union, are enrolled in the Defined Contribution Plan 401(a). Certain
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existing employees hired before July 1, 2013 also are eligible to participate in the Defined Contribution 401(a), depending
on each union’s labor agreement. These employees continue to contribute to the defined benefit plan and retain their
benefits earned from the Town thru June 30, 2013. However, they may not accrue any additional benefits from the Town
after June 30, 2013 and/or will receive reduced benefits in retirement.

Locally Administered Pension Plans Experience Study

In accordance with Rhode Island General Laws Section 45-65-6, the Town submitted its Funding Improvement
Plan (FIP) to the Locally-Administered Pension Plans Study Commission. The Town had completed an actuarial valuation
and an experience study as of July 1, 2014. The funded ratio of the pension plan as of July 1, 2011 was 51.7% and,
therefore, the plan was considered to be in “critical status”. Based on the results of a new July 1, 2014 valuation, the
plan’s funded ratio increased to 59.8% and the Annual Required Contribution for fiscal year 2015 was $4,054,721. It
should be noted that the Town assumes a return on investment of 6.75% which is lower than the recommended rate of
7.50% and the Town uses a 5-year smoothing method for recognizing results different than actuarial assumptions.

The FIP provides several options for emerging out of critical status. In general, the option selected by the Town
Council includes a number of pension plan concessions on the part of union employees. If the Town is unsuccessful or
only partially successful in its union negotiations, the increase in the annual required contribution will likely require a tax
increase to bring the Town to the maximum tax levy cap and/or reductions in budgeted expenditures.

The Town has successfully implemented several pension reforms with non-certified School, Town Hall, Fire and
Public Works employees. These reforms include cost of living freezes for five years, COLA reductions from 3.0% to
1.70% and the establishment of the Defined Contribution Plan for new employees describted above.

Town Plan

The Town Plan is a single employer, contributory defined benefit pension plan which provides retirement,
disability and death benefits to all full-time employees of the Town except School Department personnel certified by the
Rhode Island Department of Education, police employees hired after July 1, 2010 and public works employees hired after
July 1, 2010.

As of July 1, 2014, there are a total of 308 participants in the plan including 164 active members and 144 retired
members. The normal retirement date for Police and Fire employees is upon completion of twenty years of credited
services and the later of age sixty or the completion of ten years of service for other employees.

Benefits and contributions for employees vary by employee type and are detailed below. The Town is required to
contribute an amount determined in accordance with the actuarial valuation. The Town’s contributions are detailed in the
table below:

Town Plan
Annual

Fiscal Pension Actual Percent Unfunded Funded
Year Cost Contribution Contributed Liability(l) Ratio
2014 $ 3,677,200 $ 2,792,576 76 % $ 35,399,130 54.8 %
2013 2,782,947 2,782,947 100 35,708,019 52.1
2012 2,662,801 2,662,801 100 32,702,028 52.7
2011 2,514,420 2,514,420 100 22,110,434 61.5
2010 2,590,523 2,590,523 100 21,275,298 60.6
2009 2,346,316 2,346,316 100 19,675,078 61.6

(1) Assumes asset appreciation of 8.0% annually for fiscal years 2009 - 2012 and assumes asset appreciation of
6.75% annually for fiscal year 2013 and 2014.

A Contribution in the amount of $4,054,721 was made in fiscal 2015 and $3,623,290 has been budgeted for fiscal
year 2016, which represent 100% of the annual required pension costs.

Police Employees in Town Plan

The monthly benefit of the Town Plan for Police employees hired prior to July 1, 2010 is equal to 60% of average
monthly earnings reduced prorata for service less than twenty years plus an additional 2% for up to five additional years
11



beyond twenty years up to a maximum benefit of 70%. Police employees covered by the Town Plan contribute 9% of
earnings. All police officers hired prior to July 1, 2010 are eligible for an annual cost of living adjustment (“COLA”) of
3% which commences two years after retirement.

Fire Employees in Town Plan

The monthly benefit of the Town Plan for Fire employees is equal to 60% of average monthly earnings reduced
prorata for service less than twenty years plus an additional 2% for up to seven additional years beyond twenty years up to
a maximum benefit of 74%. Effective July 1, 2013, the service benefits accrual rate for Fire employees changed from 3%
for the first twenty years plus 2% for the next seven years to 1% for all future years. Fire employees are eligible for an
annual COLA of 1.7% to 3% depending on date of retirement which commences five years after retirement. Fire
employees hired prior to July 1, 2013 are eligible for cost of living adjustments to pension and disability payments. Fire
employees hired after July 1, 2013 are covered by the Town Plan for disabilities only, and Fire employees hired after
October 1, 2013 are not covered by the Town plan. Fire employees covered by the Town plan contribute 4% of gross pay
except for the Fire Chiefs and Deputy Fire Chiefs who contribute 6.5%.

Town Hall Union Employees in Town Plan

The monthly benefit of the Town Plan for Town Hall union employees hired before July 1, 1998 is 50% of
average monthly earnings reduced prorata for service less than twenty years. The monthly benefit of the Town Plan for
Town Hall union employees hired on or after July 1, 1998 is 2.5% of average monthly earnings times years of credited
service up to a maximum of twenty seven years. Town Hall union employees are eligible for an annual COLA of 1.7% to
3% depending on date of retirement which commences five years after retirement. Town Hall union employees hired prior
to July 1, 2012 contribute 5% of earnings. Town Hall union employees hired after July 1, 2012 contribute 6% of earnings
effective July 1, 2014.

Town Hall Non-Union (Management) Employees in Town Plan

Town Hall non-union employees hired on or after July 1, 2004 contribute 8% of earnings until the maximum
benefit is earned. Town Hall employees are eligible for a COLA of 1.7% to 3%, depending on date of retirement, which
commences five years after retirement. Any Town Hall non-union employees hired on or after July 1, 2012 are not covered
by the Town Plan but a Defined Contribution Plan 401(a).

Non-Certified School Employees in Town Plan

The monthly benefit of the Town Plan for non-certified School employees is 2.5% of average monthly earnings
times years of credited service and further prorated for service less than twenty years. Effective October 1, 2013, the
service retirement benefit changed from 2.5% to 1% for all future years. Benefit accruals through September 30, 2013 are
grandfathered. Non-certified School employees hired on or after July 1, 2012 are covered by the Town Plan through
September 30, 2013 and then transfer to the 401(a) plan. Non-certified School employees hired on or after October 1,
2013 are covered by the Defined Contribution Plan 401(a) for future benefits. Non-certified School employees covered by
the Town Plan contribute 4% of earnings.

Public Works Employees in Town Plan
The monthly benefit of the Town Plan for Public Works employees hired before July 1, 2010 is 50% of average

monthly earnings reduced prorata for service less than twenty years plus 2.5% for each additional year of service beyond
age sixty with a maximum benefit of 67.5%.
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Defined Contribution Plans
In addition to the Town Plan and the Teachers Plan (described below), the Town has twelve defined contribution

plans (ten for Town employees and two for School Non-Certified employees). The plans are 401(a) money purchase plans
which are member managed and sponsored by International City Management Association.

Defined Contribution Plans

.. Employee Employer
Plan Name Participants Contribution Contribution
Full-time NAGE Local 280 hired
on or after 7/1/2010 & PMEA o o
Local 871 members and non- 3.00% L75%
Defined Supplemental Plan union employees
Full-time NAGE Local 280 3.00% 3.00%
members hired prior to 7/1/2010
Full-time IBPO Local 302
Police Plan members hired on or after 8.00% 8.00%
7/1/2010
DPW Plan 1 Full-time NAGE Local 280 8.00% 8.00%
members
Full-time IAFF Local 1949
Fire Plan 1 members hired on or after 8.00% 8.00%
7/1/2013
Full-time PMEA Local 871
Town Hall Union 1 members hired on or after 8.00% 8.00%
7/1/2012
. Full-time TAFF Local 1949
Fire Plan 2 5.00% 1.00%
fre an members hired prior to 7/1/2013 ° °
. Full-time PMEA Local 871
T Hall U 2 0.00% - 8.00% 1.00%
own Hal Lmion members hired prior to 7/1/2012 ? ’ ’
Town Hall Non-Union Full-time Non-Union employees 8.00% 8.00%
Town Administrator Plan Town Administrator 8.00% 8.00%
Full-time Council 94 Local 2669
members hired on or after 8.00% 8.00%
School Non-Certified Plan 1 7/1/2012
Full-time Council 94 Local 2669
5.00% 3.00%
School Non-Certified Plan 2 members hired prior to 7/1/2012 ’ °

Deferred Compensation Plan

The Town offers its municipal employees a deferred compensation plan established in accordance with the
provisions of Internal Revenue Service Code Section 457. The Plan, available to certain municipal employees, permits the
deferral of a portion of their salary until future years. The deferred compensation is not available to employees until
termination, retirement, death or unforeseeable emergency.
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School Teachers' Retirement Plan

The Town provides retirement benefits to its public school teachers through its participation in the Employees’
Retirement System of Rhode Island (“ERSRI” or the “Teachers’ Retirement System”), a statutory, mandatory, statewide,
cost-sharing multi-employer defined benefit plan, which first covered State teachers on July 1, 1949. ERSRI is
administered as a unified statewide system by the State Retirement Board, the composition of which is set forth in the
pertinent 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 partially 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 Department of Administration. 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
in State statute. For fiscal year 2014-2015, 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 cost. The
valuation assumes an annual salary increase on a scale of age/service. In 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 ERSRI does not maintain separate data for each of its participants. The ERSRI’s website contains additional
information (Www.ersri.org).

The following are comparative highlights for 2010 through 2014 for the Teachers’ Retirement System as a whole:

6/30/2014 6/30/2013 6/30/2012 6/30/2011 6/30/2010

Active Participants 13,266 13,193 13,212 13,381 13,530
Pensioners & Beneficiaries 10,838 10,776 10,622 10,347 10,213
Inactive Participants 3,040 2,947 2,808 2,689 2,521
Net Assets $3,875,901,034 $3,601,811,359 $3,499,847,941 $3,626,646,745 $3,196,511,775
Employer Contributions 196,927,737 179,244,463 207,800,343 183,762,262 178,122,248
Member & Other Misc. Contributions 37,377,996 36,899,338 91,086,659 94,342,939 94,117,458
Total Contributions $ 234305733 $ 216,143,801 $ 298,887,002 $ 278,105201 $ 272,239,706
Investment Income 519,523,894 370,887,631 50,871,632 606,935,285 402,693,600
Total Income Available for Benefit Payments $ 753,829,627 $ 587,031,432 $ 349,758,634 $ 885,040,486 $ 674,933,306
Benefit Payments (483,854,062)  (485,296,592)  (475,856,366)  (455,121,047)  (440,029,866)
Transfer & Other Adjustments (290,471) 228,578 (701,072) 215,531 (418,049)
Excess of Income Over Expenses $ 269,685,094 $ 101,963,418 $ (126,798,804) $ 430,134,970 $ 234,485,391
Funded Ratio 59.6% 58.1% 58.8% 59.7% 48.4%

Compiled from Employee Retirement System of Rhode Island - Annual Reports 2010-2014

Actuarial costs and liabilities, as shown in the summary presentation, are determined in the aggregate for the
ERSRI. 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. For fiscal year 2014,
the Town applied 60 percent of this factor to its participating payroll (the remaining 40 percent of the employer cost is
contributed by the State as well as the full cost of deferred contributions by the State). = Over the past six years, the
Town has made the following required contributions:

Employees' Retirement System of Rhode Island (Teachers)

Annual

Required
Fiscal Pension Actual Percent
Year Cost Contribution Contributed
2015 $ 2,216,107 $ 2,193,910 99 % -
2014 2,089,735 2,079,773 100
2013 1,862,615 1,862,615 100
2012 1,632,808 1,632,808 100
2011 1,378,156 1,378,156 100
2010 1,981,787 1,981,787 100
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A contribution in the amount of $2,442,590 has been budgeted for fiscal year 2016. This contribution represent
100% of the annual required pension costs.

Defined Contribution Plan for ERSRI Participants

The Rhode Island Retirement Act of 2011 changed the defined benefit plan to a hybrid plan which includes a
defined contribution plan. The State selected TIAA-CREF to administer the plan. All employees in ERSRI are required to
participate. ERSRI employees contribute 5% of their annual salary into the defined contribution plan, with an additional
2% contribution for those employees that do not participate in Social Security, and the Town must contribute 1% of salary.
Participants have a selection of investments options chosen by the State and provided by TIAA-CREF.

Contributions to the defined contribution plan in the amount of $616,575 and $623,389 have been budgeted for
fiscal years 2015 and 2016, respectively.

Challenges to Pension Reform Under the Employees’ Retirement System of Rhode Island

Employees of the Town are participants in plans that are part of MERS and ERSRI. In recent years, the Rhode
Island General Assembly made certain reforms to MERS and ERSRI. The reforms, which were included in legislation
passed as part of the state budgets in 2009 and 2010 and in the RIRSA, have been challenged in numerous lawsuits brought
by certain unions, active state and municipal employees, retired state employees and associations of retired state
employees, including employees of the Town, who maintain they are current beneficiaries of MERS and ERSRI.

Many of the cases have been settled and thereafter, the General Assembly passed legislation to carry out the
settlement, which was enacted into law on June 30, 2015. Accordingly, the Court entered final judgment on July 8, 2015.

Several appeals have been filed with the Rhode Island Supreme Court challenging the final judgment. The State
has stated that it intends to vigorously defend these matters on appeal. The appeals in the case do not affect the
implementation of the legislation enacted to carry out the settlement. The deadline for any further appeals of the final
judgment was July 28, 2015.

With respect to the non-settling cases, the Court vacated the April 20, 2015 trial date and on July 29, 2015
dismissed the lawsuits as moot on the basis that the law being challenged had been amended through the settlement and
June 30, 2015 legislative amendment. The Rhode Island State Troopers Association case is still pending.

Financial Impact of Pending Settlement and Remaining Litigation

The total savings from the 2009 and 2010 pension reforms is approximately $75 million annually (approximately
5% of employee eligible compensation), including State savings of $46.3 million annually and local government savings
(including to the Town) of $28.4 million annually.

As aresult of the RIRSA 2011 legislation, the unfunded liability of $6.8 billion for state employees and teachers in
the June 30, 2011 valuation for ERSRI has been reduced to $4.4 billion as reported in the June 30, 2011 valuation. Also,
the projected employer’s contribution (including the Town) has been reduced from $622 million as reported in the 2010
actual valuation report to $380 million as reported in the June 30, 2011 valuation. The Town’s proportional share of its
employer contribution was reduced as well.

The pension settlement, effective July 1, 2015, allows the 58,901 employees impacted to receive increases in their
benefits, while at the same time still retaining a significant portion of the savings expected from the pension reforms. In
connection with the settlement, the General Assembly enacted legislation which makes certain changes to all plans
administered by ERSRI as contemplated by the settlement.

Overall it is estimated that the combination of the changes, as well as the other provisions of the settlement, based
upon the actuarial analysis performed by Gabriel Roeder Smith & Company, the State’s actuarial consultants, as set forth
in a letter dated June 10, 2015 to certain State officials, will result in (i) a $290 million increase in the UAAL as of June
30, 2014 on a combined basis and (ii) a $14.7 million increase in combined employer contributions (including the Town)
for the 2017 fiscal year. Despite such increases, the pension settlement of the State is estimated to preserve approximately
90% of the savings anticipated from the pension reforms.

Government Accounting Standards Board Statements 67 and 68

On June 25, 2012, the Government Accounting Standards Board (“GASB”) voted to approve two new standards
applicable to the accounting and financial reporting of public employee pensions by state and local governments.

Statement No. 67, Financial Reporting for Pension Plans ("GASB 67"), revises existing guidance for the financial reports
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of most pension plans. Statement No. 68, Accounting and Financial Reporting for Pensions ("GASB 68"), revises and
establishes new financial reporting requirements for most governments that provide their employees with pension benefits.
GASB 67 and 68 replace the requirements of GASB 25 and GASB 27 which was implemented by the Town as of June 30,
2014.  Calculations and the format of disclosures under GASB 67 and 68 are different than under GASB 25 and 27.
Copies of Statements 67 and 68, and a plain language summary, are currently available from GASB.

Other Post-Employment Plans

Town OPEB Plan

The Town provides its workers with certain health care benefits after retirement sometimes called “other post-
employment benefits” or “OPEBs.” Changes in accounting rules require the Town to estimate its actuarial OPEB liability
and amortize the unfunded liability over thirty years beginning with the 2008-2009 fiscal year.

Through its single employer defined benefit plan “Town OPEB Plan”, the town provides post-retirement
healthcare benefits to all Town employees, other than School Department employees, who meet years of service and age
requirements. The Town established an OPEB trust fund “OPEB Trust” in fiscal year 2010. The Town pays 100% of the
cost of the individual health care and dental insurance for all retired eligible employees until Medicare eligibility, except
for Public Works employees, who contribute 20% of the medical and dental premiums. For Police and Fire employees,
upon death of the retiree, health care coverage continues to unmarried surviving spouse and dependent children up to age
18. For general employees, retiree health care coverage is discontinued upon death of the retiree. The Town OPEB Plan’s
provisions may be amended by the Town and the trustees of the Town OPEB Plan. A detailed presentation of the various
plans is included as Note 11 of the notes to financial statements dated June 30, 2015 and is included in APPENDIX B.

Public Works, Fire and Police contributed 0.25%, 1.5% and 1.0% of salary, respectively, to the OPEB Trust.
Over the six years, the Town has made the following contributions:

Town OPEB Plan
Annual

Fiscal Required Actual Percent Unfunded Funded
Year Contribution  Contribution Contributed Liability(l) Ratio
2014 $ 1,254,874 § 653,791 5210 % $ 12,370,030 3.6 %
2013 1,297,531 724,032 55.80 12,688,743 3.1
2012 1,248,914 876,223 70.16 12,324,207 1.6
2011 1,345,177 638,328 47.45 13,095,091 1.2
2010 1,569,039 645,276 41.13 13,026,759 0.0
2009 1,569,039 462,590 29.48 13,026,759 0.0

(1) Assumes discount rate of 5.24% in fiscal years 2011-2014 after OPEB Trust was started.

School OPEB Plan

The School Department maintains and administers a single employer OPEB benefit plan that covers all School
Department employees with fifteen years of service (School OPEB Plan). For fiscal year 2014, the School Department
paid 100% of the cost of individual health care insurance and dental insurance benefits for all retired eligible employees,
AFSCME and at-will employees for six years, NEA (teachers) and administrators for nine years, capped at the premium
cost at the time of retirement. If a retiree chose not to participate in the School OPEB Plan, the retiree would receive a
50% reimbursement of the cost of a single coverage for a six-year period, capped at the premium cost at the time of
retirement. In 2012, the School Department changed the retiree health benefits provisions. The School Department’s
explicit subsidy will be discontinued once the retiree becomes Medicare eligible, even if they are still within the first six
years of retirement. Medicare eligible retirees may not be enrolled in the School Department’s plan unless they are among
the grandfathered current retirees who can remain in the School Department’s Medicare Supplement plan. Premium
reimbursement for employees who decline health care at retirement will be discontinued once the retiree is eligible for
Medicare, even if they are still within the first six years of retirement.

The School Department has not yet established a Trust to prefund OPEB liabilities. The amounts due for these
benefits are funded on a pay-as-you-go basis. For the year ended June 30, 2014, the School Department paid 100% of the
cost of individual health care insurance and dental benefits for all retired eligible employees for six years and an additional
three years for qualifying certified teachers or until the employee reaches the age of 65.
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Over the past six years, the Town has made the following contributions:

School OPEB Plan

Annual
Fiscal Required Actual Percent Unfunded Funded
Year Contribution Contribution Contributed Liability Ratio
2014 § 468,795 §  257.830 5500 % § 4,067,108 0.0 %
2013 543,705 297,235 54.67 4,717,025 0.0
2012 592,410 270,703 45.70 7,207,872 0.0
2011 1,071,313 388,188 36.23 10,258,675 0.0
2010 511,670 322,804 63.09 4,514,458 0.0
2009 511,670 299,602 58.55 4,514,458 0.0

ECONOMIC CHARACTERISTICS

General

Earliest sources of income for the Town’s residents were farming and boat building. Boat building continues as
one of the Town’s major industries. The State has designated the marine industry as one of five key sectors for economic
growth. There are 39 companies of varying sizes located in Portsmouth engaged in marine related services and
manufacturing. Manufacturing provides the largest number of jobs in the Town as of 2014, accounting for approximately
30% of private employment.

The 56-acre Portsmouth Business Park, is home to a mix of light industrial manufacturing firms. The convenient
location with immediate access to state Route 24 places the Park in a strategic location for light industrial markets and
labor supply. Occupancy in the Portsmouth Business Park is holding steady at around 90% with only two lots unsold. The
Park has 23 companies employing 246 persons.

Another significant cluster of businesses is in the 97-acre Melville Marine District where 26 companies in the
marine industry employ 626 persons. The District is ideally located on the shores of Narragansett Bay and includes two
marinas with deep water access for yachts of all sizes.

Portsmouth’s largest employer is the Integrated Defense Systems division of Raytheon Company. Current
employment on the 150 acres campus is 1,175. This division is primarily involved in the research, development and
manufacture of sonar and other shipboard and airborne electronic tracking systems.

In addition to contributing as the Town’s largest employer, Raytheon actively supports the community with
hosting mentoring and career interests programs and internships for local high school students. Raytheon developed a
collaborative relationship with the Newport County Mentorship Program. Each school year, students from area high
schools spend a day at Raytheon gaining in-depth exposure to careers in science, technology, engineering and mathematics
(“STEM”) and advanced manufacturing. A subset of these students is then selected by their schools to participate in a
"summer experience" program. The selected students shadow Raytheon employees in various jobs and functions over the
course of the summer.

Raytheon proactively supports promoting and attracting other valued industry to the area. It has hosted seminars
by Rhode Island Manufacturing Extension Services (“RIMES”) for groups of smaller sub-contractors. The presentations
were aimed at developing better supplier partnerships by making the subs more efficient. Raytheon and RIMES provided
instruction and leadership in increasing business efficiencies utilizing “lean agile” and “six sigma” techniques.

The United States Navy is the largest employer in Newport County and the third largest in Rhode Island. The
2005 Base Realignment and Closure Commission’s “BRACC” recommendation firmly established the Newport Naval
Base as the nation’s leading naval educational center. The BRACC activity resulted in a net gain of commands stationed
at the base. The Naval Education and Training Center “NETC” currently hosts twelve formal schools, including the Naval
War College and the Naval Justice School. Each year the NETC allocates major contracts to the civilian community for
construction projects and research and development activities. The base benefited greatly with several million dollars of
new building construction.

Prospects for new economic development in Portsmouth continue to improve. Indications of growth are tied to

new construction and increased hiring in some sectors. Growth of existing local businesses may stimulate additional new
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development. Ground breaking has been limited but an increase in inquiries to the Town’s building, planning and business
development offices indicates that there is growing interest and consideration for development projects. Although the State
continues to have lagging unemployment gains, Aquidneck Island is showing better employment trends.

Being surrounded by water has been the major factor in creating the Town’s impressive history as a leader in the
marine trades industry. With three world class yacht companies in Portsmouth, a large community of smaller marine
support businesses continues to flourish that provide a wide range of specialized services for the boating industry and
individual boat owners. The Melville companies are known within the industry for their high quality of work.

The marine industry and associated marine trades have long been a significant contributor to the Rhode Island
economy. The marine industry continues to be identified as a key growth sector for the State. The America’s Cup trial
races held in Newport in June 2012 were very successful and served to further stimulate the maritime economy. The
success of the Cup races has led to attracting other major marine races, regattas and associated events scheduled in the area
as well as a possible return of the America’s Cup events. The 2015 Volvo “Around the World Race” made its only U.S.
stop in Newport. The races are a catalyst to attract other major events and bring attention to the Town’s local marine
industry. The race activities provide a big boost for the marine industry as well as area tourism and hospitality businesses.
The local marine businesses benefit by providing services for race participants as well as the hundreds of spectators boats
the races attract. The races attract participants, observers and media from around the world.

The 39 marine companies located in Portsmouth report that employment continues to improve. Total
employment by the marine trades in Portsmouth has rebounded by 20% above the lows they experienced in 2010.
Comments on the future by principals of the marine companies indicate the coming years should be positive. Overall, it
appears the local marine trades did not suffer as much as some other areas of New England. The Rhode Island Marine
Trades Association (“RIMTA”) continues an active recruiting and job placement initiative to aid companies in identifying
employment opportunities and filling full time positions. A recent RIMTA study showed that the marine industry is one of
the few sectors of Rhode Island’s economy that has shown growth. The study also showed that starting salaries in the
marine sector are above average and most include attractive benefit packages. Principals at the companies indicate that
many eliminated positions during the recession will be reactivated.

Of note in this regard, world renowned Hinckley Yachts announced they are going to move some of their new
yacht construction from their Maine location to Portsmouth. This is expected to add 40 new jobs initially with more
positions expected to be added as production ramps up.

In 2002, with assistance of our federal legislators prime excess Navy land in the Melville Marine District was
approved for release to bolster local marine trades. The newly restructured Commerce RI, the State’s primary economic
development agency, in cooperation with the Town, has been working with a partnership of marine companies to transfer
ownership of the former Navy fueling facility. The prime waterfront land will be key in stimulating expansion of existing
and new marine trades. When the transfer is completed later in 2015, Portsmouth Marine Partners (comprised of four
existing Portsmouth marine companies) is poised for expansion. The land will accommodate much needed space for the
boat builders and create new facilities for smaller marine support contractors. The transfer of the 30 acres will serve as a
model for the future transfer of other larger parcels the Navy has designated for disposal. There is high demand for space
located near the existing cluster of marine companies.

New space for marine trades and defense work will complement the existing concentration of similar businesses
in the Town. The marine trades in the Melville area are in need of expansion space. The Town has received inquiries
from marine ventures outside the area interested in locating here. A similar attraction is possible with smaller defense
contractors desiring to be located near Raytheon and the Naval Undersea Warfare Center. Marine trades and defense and
homeland security are two key economic growth clusters identified by the State. These industries receive very active
support from Commerce RI and other State agencies, including workforce development, to assist in attracting new and
support for existing businesses.

Two main street projects of over 20,000 square feet have each received final approval form Town boards. A new
East Main Road/Rt. 138 retail building built on speculation quickly gained tenants and is 80% leased. At Clocktower
Square on West Main Road, construction of an additional 26,000 square foot quickly attracted three new tenants relocating
their business to Portsmouth. Clocktower Square was begun in 2007 on 9 acres with construction of two buildings. The
first phase of the development consisted of a successful restaurant and a mixed use two-story building. The first buildings
quickly filled with a mix of uses. The attractive facilities include small local retail and medical offices, and scanning
services. A marketing initiative is underway to attract medical and general service offices as well as specialty retail. The
Clocktower Square property is approved for two additional buildings. When completed, the $30 million, multi-phased
project will consist of 6 buildings.
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Forward-looking citizens and local governments in 1994 saw the need for coordinated planning. Years of
planning and identifying needs and desires of the three Aquidneck Island municipalities led to the creation of the
Aquidneck Island Planning Commission (“AIPC”). From this grassroots initiative came the West Side Master Plan
(“WSMP”). The WSMP is the result of twelve years of regional planning efforts involving all three communities on
Aquidneck Island. This unified plan has been unanimously adopted by all three communities.

The Portsmouth portion of the WSMP focuses on potential reuse of 146 acres of former Navy petroleum tank
farms along the Eastern shore of Narragansett Bay. The release of the Navy land has been a key planning topic for several
years. In the spring of 2008, the Navy officially announced that the former tank farms will be made available for
development. The land is ideally situated along the West coast of Aquidneck Island, adjacent to Rt. 114, the Melville
Marine District businesses and the Raytheon Company campus. Much planning and analysis must be accomplished to take
advantage of the valuable land. The Town Council created a Tank Farm Advisory Committee to explore and make
recommendations to the Council for the best future use of the land. Although government procedures for transfer of the
land are extensive and very rigorous, the Town is focused on development that will contribute to the tax base.

Economic growth is planned along the shores of Narragansett Bay adjacent to the focus area of the WSMP. Just
south of the cluster of marine businesses in the Melville area is the site for the new Weaver Cove marina. Necessary State
Department of Environment Management and State Coastal Regional Management Commission permits have been
approved for a large marina and related commercial marine facilities. Commencement of on shore construction has been
slowed as portions of the land are contaminated from prior government uses. It is expected that the new marine adjacent
to the Melville Marine District will attract additional boating activity and contribute as a potential business growth
generator. Plans include commercial facilities for on-shore support services and related marine businesses. By including
significant public access to the shoreline, the planned project is gaining wide support. Completion of all phases of the
privately funded project are expected to cost over $140 million. The project approvals also to include 385 residential units
in a village setting overlooking the Narragansett Bay.

The Town received endorsement to set aside four acres of the excess Navy land in the Melville District for a
multi-modal transportation activity. The site will serve as visitor parking for a future rail shuttle between Portsmouth and
Newport. The existing Newport Dinner train has purchased self-propelled passenger rail cars that can make the shuttle
service a reality. The very successful Newport Dinner Train received grant funding from RIDOT for an upgrade of the
existing rail line located along the West Side shoreline. The train is busy with tourist activity, a dinner train and special
seasonal activities. Tourist visits and special corporate event traffic continues to grow.

Planned development along the West Side is being encouraged by the Town Planning Department. The Town
adopted changes to the Zoning Ordinance for the creation of Planned Marina Village Developments and Planned Resort
Developments. The new zoning ordinances fully incorporate “smart growth” principles. The zoning ordinances include
enforceable performance and preservation standards to promote site development of benefit to the Town. The Planning
Department is reviewing the existing zoning process to identify additional changes that may expedite permitting
procedures.

Raytheon Company recently consolidated all Portsmouth activity in one building. It is actively marketing the sale
and or lease of 350,000 square feet in three light industry buildings as well as some surrounding acreage. This prime real
estate is on busy West Main Road/Rt. 114 and convenient to off Island access and near the Naval Base and Naval
Undersea Warfare Center. The potential synergy of being located near existing defense and marine companies should
makes the space attractive for other light industry. Initiatives to bring new industry to the site are being spearheaded by
Commerce RI and brokers specializing in contact with national site seekers.

Plans for construction of a new cidery on a vacant Town Center parcel are nearing approval. Other vacant parcels
in the Town Center area are available for possible development of a mixed use project. Proposed re-design of East Main
Road are planned to create a more pedestrian-friendly corridor. The Rhode Island Department of Transportation has fully
endorsed the reconstruction of the road from four narrow lanes to a series of three roundabouts. Completion of the
highway project is expected to improve safety and better manage peaks of commuter traffic. Public feedback at hearings
has been supportive.

Newport Hospital built a new medical diagnostic services building within the Town Center area adjacent to an
existing medical office building. Extensive scanning and imaging services eliminates the need to travel to Newport and
Fall River for medical attention. The presence of The Imaging Center brings convenient key medical services to the area.
The new 12,000 sq. ft. office building opened in 2007 and is 100% occupied.

One of the most prominent and attractive properties in the area is the exclusive “Carnegie Abbey Club”. The
Carnegie developments include high-end vacation homes and condos which impact town services much less than
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conventional residential development. The new marina at Carnegie has quickly become an attractive amenity. The
centerpiece of the project, a 14 story tower consisting of exclusive condominiums, penthouses and amenities has attracted
buyers from around the world.

The developer of the of the Carnegie projects, O’Neill Properties, also acquired 73 acres of waterfront property
just north of the Carnegie facilities for their new project, “The Newport Club.” This project includes an indoor equestrian
riding and training center and tennis club. The resort development will include 152 vacation homes, a small marina and
other club amenities.

Residential building permits for new and rehabilitation projects were up 22% in fiscal 2015. Building permits for
new, enlargement and rehabilitation of commercial properties is also well above fiscal year 2014.

Population

The following table shows the Town’s population and the change in population relative to the State.

% Change Increase % Change Increase
Year Town (Decrease) State (Decrease)
2010 17,389 -0.4% 1,052,567 0.4%
2000 17,460 3.5 1,048,319 4.5
1990 16,857 18.2 1,003,464 5.9
1980 14,257 13.9 947,154 -0.3
1970 12,521 51.8 949,723 10.5
1960 8,251 25.4 859,488 8.5
1950 6,578 --- 791,896 -

Source: U.S. Bureau of the Census.

Per Capita Income

The following table sets forth the personal income per capita for Town and the State:

Year Town Rhode Island
2013 $44,821 $30,469
2012 41,554 30,005
2010 42,099 28,707
2000 28,161 21,688
1990 17,899 14,981

Sources: U.S. Bureau of Census, 1990; U.S. Bureau of Census, 2000; American FactFinder (2010/based on 2006-2010
American Community Survey; 2012/based on 2008-2012 American Community Survey 5-Year estimates); and 2013/based
on 2009-2013 American Community Survey 5-Year estimates)

Median Family Income

The table below sets forth the Town’s median family income relative to the State and United States.

1989 1999 2010 2012 2013
Portsmouth $46,669 $68,577 $77,712 $73,308 $94,596
Rhode Island 39,172 52,781 54,902 56,102 56,361
United States 35,225 50,046 51,914 53,046 85,588

Sources: U.S. Bureau of Census, 1990; U.S. Bureau of Census, 2000; American FactFinder 2010 (based on 2006-2010 American
Community Survey); 2012 (based on 2008-2012 American Community Survey 5-Year estimates); and 2013 (based on 2009-2013
American Community Survey 5-Year estimates)
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Housing

According to the U.S. Census Bureau, 2008-2012 American Community Survey, it is estimated for 2012 there
were 8,108 dwelling units in the Town compared to 7,386 dwelling units in 2000. The additional 722 dwelling units
represent an increase of 0.78%. In 2010, of the 6,906 occupied housing units, 5,068 or 68.6% were owner-occupied. The
following table sets forth building permits issued in the Town from fiscal years 2009 to 2015:

Fiscal Year No. Permits Value
2009 17 $3,290,500
2010 6 3,243,495
2011 26 3,691,080
2012 16 4,252,692
2013 25 5,629,600
2014 15 9,177,600
2015 36 8,749,660

Source: Town Building Inspector.
Unemployment Rate
The Town’s unemployment rate as of September 2015 is 4.1%. This is noteworthy as it is a significant decline

from the 2009 high of 11.9%. This compares favorably with an unemployment rate of 5.8% for the State of Rhode Island
and the national unemployment rate of 5.3%. The most recent labor market information is shown in the tables below:

Annual Average Unemployment Rate

2009 2010 2011 2012 2013 2014
Portsmouth..........cccoooiiiiiiiiiiii e, 8.8% 9.8% 9.8% 8.6% 8.2% 6.8%
Rhode Island..........c.cooveevvieeiiiiiieeieccieces 10.9 11.7 11.2 10.3 9.5 7.7
United States........oevevereeeeeereeeeeeeeeeeeveeeeeeeens 9.3 9.6 9.6 8.1 7.4 6.2

Not Seasonally Adjusted
Source: R.I. Department of Labor and Training/US Bureau of Labor Statistics.

Monthly, as of 2015

January  February March  April May June July Aug Sept
Portsmouth................... 7.3% 6.9% 6.7% 5.2% 5.1% 5.0% 4.9% 4.9% 4.1%
Rhode Island ................ 7.4 7.0 6.9 5.7 5.8 5.6 5.8 5.7 4.7
United States................ 6.1 5.8 5.6 5.1 53 5.5 5.6 5.2 4.9

Not Seasonally Adjusted
Source: R.I. Department of Labor and Training/US Bureau of Labor Statistics.
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Type of Employment

Rhode Island Department of Labor Training
Quarterly Census of Employment & Wages
Town Summary - 2014 Annual

In 2014, the Town had 520 private businesses and governments subject to employment security taxes with
quarterly payrolls which totaled $307,542,165 and the average number of persons employed was 5,770 according to the
most recent statistics. The following is a listing of the various types of industry in the Town covered by the Department of
Labor and Training.

Number Average Total
of Units Employment Wages

Total Private & Government 520 5,770 $307,542,165
Total Private Only 504 5,147 273,041,747
Agriculture, Forestry, Fishing & Hunting 15 43 1,179,301
Utilities 1 * *
Construction 61 307 14,140,070
Manufacturing 21 1,553 139,153,030
Wholesale Trade 20 105 8,066,000
Retail Trade 57 496 16,053,538
Transpiration & Warehousing 8 88 2,478,355
Information 12 56 3,870,727
Finance & Insurance 18 59 3,051,920
Real Estate & Rental & Leasing 15 135 4,774,536
Professional & Technical Services 74 173 10,647,529
Management of Companies

& Enterprises 3 24 1,537,226
Administrative Support & Waste Mgmt. 35 219 7,279,953
Educational Services 18 269 11,618,294
Health Care & Social Assistance 44 854 30,307,808
Arts, Entertainment, & Recreation 9 94 3,065,662
Accommodation & Food Services 42 480 9,300,870
Other services, 24 187 6,414,813

(except Public Administration)
Government 17 623 34,500,418

Source: Rhode Island Department of Labor and Training.

Major Private Employers

Employer Nature of Business Employees

Raytheon Company Defense, homeland security 1,175

Visiting Nurse Services of Newport Medical & social services 250

and Bristol Counties

The Hinckley Company Marine repair, storage, sales, 155
Brokering & marina

New England Boatworks Marine construction, design, repair, 127
storage & marina

Vanguard Sailboats Manufacturer of recreational sailing 82
craft

East Coast Construction Commercial construction 49

International Manufacturing Svecs. Chip & resistor manufacturer 47

Source: Town Officials.
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INDEBTEDNESS OF THE TOWN
Debt Limit

There are three statutory mechanisms for municipalities in Rhode Island to obtain legal authority to issue general
obligation debt: 1) Section 45-12-2 of the General Laws (the “3% Debt Limit Statute”), 2) special acts of the General
Assembly, and 3) ministerial approval by the State’s Auditor General.

The 3% Debt Limit Statute was enacted in 1896 as a limitation on the amount of debt municipalities could incur.
The 3% Debt Limit Statute provides that except as explained below, municipalities 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 than 3% of the full assessed value
of the taxable property within the municipality. 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.

The current 3% debt limit of the Town is $93,403,020 based on assessed valuations of taxable property as of
December 31, 2014 of $3,113,434,005. As of June 30, 2014, the Town had approximately $4,180,941 bonds outstanding
subject to the 3% Debt Limit Statue.

In July 2007, the Rhode Island State Legislature enacted legislation effective January 1, 2008 allowing for
ministerial approval by the State’s Auditor General of debt outside of the 3% debt limit for communities with an “A”
rating or better, if the community also satisfies certain requirements. The Town has no debt outstanding under the
ministerial approval process.

Over time, special acts have displaced the 3% Debt Limit Statute as the primary method for municipalities in the
State to obtain authority to issue general obligation debt. On June 30, 2014, the Town had $8,895,759 of debt outstanding
that is outside the 3% debt limit.

In addition to debt authorized pursuant to the 3% Debt Limit Statue, ministerial approved debt and debt
authorized by special act of the General Assembly, Rhode Island General Laws Section 45-12-11 authorizes the State
Director of Revenue, upon petition by a city or town, to authorize such city or town to incur indebtedness in excess of the
3% debt limit whenever the State Director of Revenue shall determine that the sums appropriated by the municipality or its
funds available are insufficient to pay the necessary expenses of the city or town. The Town has not requested the State
Director of Revenue to authorize indebtedness of the City under Section 45-12-11.

Under Rhode Island General Laws Section 45-12-4.4 a city or town may authorize the issuance of bonds, notes,
or other evidences of indebtedness to pay the uninsured portion of any court judgment or settlement, except any court
judgment or settlement arising out of any pension obligation of a city or town; provided however, that the outstanding
principal amount, in aggregate, shall not exceed five percent (5%) of the total amount of the city or town’s most recently
adopted municipal budget. As of June 30, 2014, the Town had no bonds outstanding issued pursuant to Rhode Island
General Laws Section 45-12-4.4.

In addition to the State imposes debt limits referenced above, the Town has a debt policy which states, in part,
that non-self-supporting, unlimited tax, general obligation debt outstanding at any time does not exceed 2% of the Town's
taxable property. In addition, the ratio of annual debt service payments shall not exceed 15 percent of the operating
budget’s expenditures.
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Actual Bonded Debt Service Requirements

The following table sets forth a schedule of debt service for the outstanding bonds of the Town.

Fiscal GO Bonds"" Series A Bonds Series B Bonds
Year Principal Interest Principal Interest Principal Interest Total
2016 $ 2,130,000 $ 377839 $ - $ - $ - $ - $ 2,507,839
2017 1,570,000 315,122 225,000 189,335 45,000 15,226 2,359,683
2018 1,313,000 267,068 225,000 132,025 45,000 9,924 1,992,017
2019 1,265,000 219,195 225,000 125,275 45,000 8,871 1,888,340
2020 1,074,000 172,958 225,000 118,525 40,000 7,876 1,638,359
2021 1,064,000 130,581 225,000 112,900 40,000 6,940 1,579,421
2022 604,000 95,379 225,000 108,400 40,000 5,825 1,078,604
2023 474,000 70,352 225,000 102,775 40,000 4,530 916,657
2024 474,000 50,391 225,000 94,900 40,000 3,236 887,527
2025 384,000 31,217 225,000 85,900 40,000 1,942 768,058
2026 280,000 16,343 220,000 77,000 40,000 647 633,990
2027 105,000 5,645 220,000 68,200 - - 398,845
2028 105,000 2,823 220,000 60,500 - - 388,323
2029 - 220,000 53,900 - - 273,900
2030 - 220,000 47,300 - - 267,300
2031 - 220,000 40,700 - - 260,700
2032 - 220,000 33,825 - - 253,825
2033 - 220,000 26,675 - - 246,675
2034 - 220,000 19,250 - - 239,250
2035 - 220,000 11,550 - - 231,550
2036 - 220,000 3,850 - - 223,850
Total $ 10,842,000 $ 1,754,910 $ 4,445,000 $ 1,512,785 §$§ 415,000 $ 65,016 $ 19,034,711
DExcludes Wind Turbine Bond and Loan refunded with the Notes.
Direct Debt Summary
FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
GO Bonds $ 10,873,082 $ 12,069282 $ 11,179482 $ 9991411 $ 8,196,700
RIHEBC School Bonds 6,035,000 5,375,000 4,785,000 4,270,000 4,880,000
Total Direct Debt $ 16908082 $ 17444282 S 15964482 $ 14261411 $ 13,076,700
Debt Ratios and Debt Per Capita
Outstanding Debt $ 16908,082 § 174444282 § 15964482 14,261,411 13,076,700
Population 17,389 17,389 17,389 17,389 17,389
Gross Bonded Debt Per Capita $ 972  $ 1,003 $ 918 820.14 752.01
Net Assessed Valuations $3,705,159,854  $3,829,725,644  $3,241,923,705 $3,242,159,907  $3,257,969,891
Ratio of Assessment 100% 100% 100% 100% 100%
Estimated Full Market Value (EFMV) $3,705,159,854  $3,829,725,644  §$3,241,923,705 $3,242,159,907  $3,257,969,891
Ratio of Outstanding Debt to EFMV 0.46% 0.46% 0.49% 0.44% 0.40%

Source: Town's Tax Collector/Assessor.
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Authorized But Unissued Debt

After this issue of Bonds and Notes, the Town’s authorized but unissued debt is as follows:

Original Bonds Notes Remaining
Authorization Purpose Authority Issued* Issued* Authority
RI General Laws Septic System Loan
45-12-2 Program $2,000,000 $ 415,000 $ 0 $1,585,000
Chapter 616 Open Space
RI Public Laws of  Acquisition/Preservation 1,000,000 29,000 0 971,000
1987
Chapters 367/469 Open Space and
RI Public Laws of  Recreation 4,000,000 3,032,000 0 968,000
2007
RI General Laws Miscellaneous Capital
45-12-2 Projects 4,571,500 4,445,000 0 126,500
RI General Laws Wind Turbine
45-12-2 Refunding 1,650,000 0 1,615,000 35,000
$13,221,500 $7,921,000 $1,615,000 $3,685,500

*Includes this issue of Bonds and Notes.
Tax Anticipation Notes

Under State law, the Town may borrow in anticipation of the receipt of the proceeds of the property tax due in
such fiscal year. Tax anticipation notes must be payable not later than one year from 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 issued Tax Anticipation Notes since June 19, 1998 when it issued a $675,000 tax anticipation
note which matured May 19, 1999.

Bond Anticipation Notes
Except for the present issue of Notes, the Town has no outstanding Bond Anticipation Notes.
Overlapping Debt

The Portsmouth Water and Fire District (the “District”), wholly within and covering approximately 90%
of the Town, provides customers with treated water which is purchased from the City of Newport. The District is a
separate legal entity from the Town. District operations are supported by both user charges and use of .16 mils of the 15-
mil tax levy available to the District. In practice, user charges cover operations and maintenance expenses, and District
taxes cover debt service; however, taxes could be used to cover all expenses if desired. The District had bonds outstanding
as of fiscal year end April 30, 2015 in the amount of $2,480,810. The Town has no contingent liability for the obligations
of the Fire District.

FINANCIAL INFORMATION
Financial Reporting

The Town’s financial statements for the year ended June 30, 2014 have been audited by Marcum LLP, Certified
Public Accountants. The audit report for the year ended June 30, 2014 is included in APPENDIX B.

Marcum LLP has not been engaged to perform, and has not performed, since the date of its report included
herein, any procedures on the financial statements addressed in that report. Marcum LLP, also has not performed any

procedures relating to this Official Statement.

The Town prepares its General Fund, Special Revenue Fund and the Trust and Agency Fund types on the
modified accrual basis of accounting. See Note 1 to the Audit Report for details.
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School Aid
State School Basic Education Aid for Operations

Pursuant to Rhode Island General Laws Sections 16-7-15 to 16-7-34 et seq., as amended, the State provides
school operations assistance aid (also known as “Basic Education Aid”) to each municipality and school district in the
State, subject to annual appropriation by the General Assembly. The General Assembly substantially changed the funding
formula for school operations beginning in fiscal year 2012. 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 General
Assembly will continue this program or appropriate sufficient funds for its implementation. Basic Education Aid is subject
to pro-rata reduction in accordance with State law.

In the 2010 session of the General Assembly, legislation was passed which will substantially change the funding
formula for school operations. As a result of the new funding formula, the Town will receive a reduction in state basis
operations aid in the total amount of approximately $200,000 from FY 2013 through FY 2017. But with a recent update on
the demographics of families with children in town, the reduction is projected to be less than $100,000. In fiscal year 2014
the Town received $4,570,144 and in fiscal year 2015 the Town received $4,303,672. The Town expects to receive
$4,212,562 in fiscal year 2016.

In 2012, the General Assembly amended the general 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 construction
bonds issued for the municipality through RIHEBC.

School Construction 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 40% (for school housing projects completed after
June 30, 2010 that received approval from the State Board of Education prior to June 30, 2012) or 35% (for school
housing projects that received approval from the Board of Education after June 30, 2012) 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 State Department of Education. For the fiscal 2014 the Town’s share ratio is
approximately 40%. This ratio can vary from year to year.

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 RIHEBC. School construction aid attributable to
projects financed through RIHEBC bonds is paid by the State directly to RIHEBC or the bond trustee for such RIHEBC
bonds and is not directly available to the Town for other purposes. Furthermore, if the Town defaults in making any
payment due to the RIHEBC trustee in support of any RIHEBC bond, any State aid in respect of other school housing
projects may be redirected by the State to the trustee for the RIHEBC bond. School housing costs subject to State aid
reimbursement shall not include bond issuance costs incurred by the municipality, demolition costs for buildings, facilities,
or sites deemed surplus by the school committee and costs for furniture, fixtures and equipment except in the case of a
project to construct a new school or school addition that is supported by a general obligation or lease revenue bond. The
legislation authorizing State school construction aid is subject to future change and all State aid is subject to annual
appropriation by the General Assembly. The Town received $509,711 in school construction aid for fiscal 2015. The
Town expects to receive $445,823 in school construction aid for fiscal 2016.

Pursuant to Rhode Island General Laws Section 16-7-41(d), 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 of the Rhode Island General Laws, 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 80% of the total savings and the State shall receive
20%. In connection with any refunding bond issue, school housing project costs shall include the cost of interest payments
on such refunding bonds, if the cost of interest payments was included as a 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 3% of the refunded bond issue.
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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 Island General Laws Sections 45-12-22.1 et seq. (the "Financial Reporting Act")).

Reporting

The chief financial 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 Division
Municipal Finance, the Commissioner of Education and the Auditor General certifying the status of the
municipal budget. The chief financial officer 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.

If any of the quarterly 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 Division of
Municipal Finance, the Commissioner of Education and the State Auditor General on or before the last day of
the month succeeding the close of the fiscal quarter.

If, at the end of the fiscal 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 notify the State Auditor General and the State Division of Municipal Finance and
immediately develop a plan to eliminate the accumulated year-end deficit by annual appropriation over no
more than five (5) years in equal or diminishing amounts. This plan must be submitted to the State Auditor
General for approval.

Restrictions and Requirements

Remedies

Except as provided in Chapter 45-9 of the Rhode Island General Laws, no municipality can sell long-term
bonds in order to fund a deficit without prior approval by the State Auditor General and the Director of the
Rhode Island Department of Revenue.

No municipality can incur expenditures nor obligate the municipality to expend unbudgeted amounts in
excess of $100,000 without first notifying the city or town council of the proposed expenditure and
identifying the source of funding. Any such expenditure must be included 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 notifying the chief financial officer of the municipality of the proposed expenditure and
identifying 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 deficit elimination plan.

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

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

- In the event a municipality fails to provide a year-end deficit elimination plan, implement a budget
review commission pursuant to Rhode Island General Laws Section 45-9-5; or
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- Withhold State Aid.

e If a school committee or board fails to cooperate with the municipality or provide all information requested
by the chief financial officer needed to formulate a plan:

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

-The State Director of Revenue may also direct the Rhode Island Controller and General Treasurer 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 State Auditor General or the State Director of Revenue that it is not in
compliance with the Financial Reporting Act.

State Oversight

On June 11, 2010 the Rhode Island General Assembly enacted “An Act Relating to Cities and Towns -
Providing Financial Stability” the purposes of which are (1) to provide a mechanism for the State to work with 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 Rhode
Island and its cities and towns through a predictable, stable mechanism for addressing cities and towns in financial
distress.

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

The Act gives the State, acting primarily through the Department of Revenue, the power to exercise varying
levels of support and control depending on the circumstances. It creates three levels of State oversight and control: Level
1 -- Fiscal Overseer, Level II -- Budget Commission, and Level III -- Receiver. The State Director of Revenue, in
consultation with the State Auditor General, may skip fiscal overseer and budget commission by appointing a receiver in a
fiscal emergency.

Fiscal Overseer (Level 1)
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 occurred
whereby the city or town:

* Projects a deficit in the municipal budget in the current fiscal year and again in the upcoming fiscal year;

» Has not filed its year end audits with the State Auditor General by the deadlines required by law for two (2)
successive fiscal years (not including extensions authorized by the Auditor General);

* Has been downgraded by one of the nationally recognized statistical rating organizations;
» Otherwise unable to obtain access to credit markets on reasonable terms;

* Does not promptly respond to requests made by the Director of Revenue, or the Auditor General, or the
chairpersons of the house or senate finance committees for financial information.

The Director of Revenue may also appoint a fiscal overseer for failure to comply with the financial reporting and
action plan requirements relating to budget deficits. A fiscal overseer acts in an advisory capacity to municipal officials,
approves budgets and reports to State official regarding progress.

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 Director of Revenue that the city or town is unable to present a balanced municipal budget, faces a
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fiscal crisis that poses an imminent danger to the safety of the citizens of the city or town or their property, will not
achieve fiscal stability without the assistance of a budget commission, the tax levy should not be approved, or otherwise
determines that a budget commission should be established. A budget commission is composed of five (5) members: three
(3) designees of the Director of Revenue, the elected chief executive officer 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 financial matters,
including but not limited to the power to:

* Amend, formulate and execute annual and supplemental municipal budgets and capital budgets;

* Reorganize, consolidate or abolish municipal departments, commissions, authorities, boards,
offices or functions;

 Issue bonds, notes or certificates of indebtedness to fund a deficit of the city or town to fund cash flow
and to finance capital projects.

Receiver (Level I1)

The State Director of Revenue may appoint a receiver if the budget commission recommends appointment of
receiver after concluding that its powers are insufficient to restore fiscal stability to the city or town. A receiver may
exercise any function or power of any municipal officer, 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 subject to this Act as it has been
working with the State pursuant to the Financial Reporting Act.

The Town is not currently and never has been subject to State oversight under the Financial Stability Act.

Budgetary Procedures

In accordance with the Article III, Section 304 of the Home Rule Charter, the Town Administrator is charged to
submit to the Town Council, not later than April 2 prior to the start of the next fiscal year, a proposed budget of receipts
and expenditures and an explanatory budget message. For such purpose, the Town Administrator shall obtain from the
head of each office, department or agency, except the School Committee, estimates of its revenues and expenditures and
such supporting data as he may request. In preparing the proposed budget, the Town Administrator shall review the
estimates and may revise them as he may deem advisable. The budget as proposed by the Town Administrator shall show
all anticipated revenues and all proposed expenditures, except those for school purposes, and the total of such
expenditures shall not be greater than the total of anticipated revenue.

The Town Administrator shall request from the School Committee its budget of estimated expenditures and
revenues for transmission to the Town Council. He shall incorporate the total of these expenditures and revenues with the
total he has arrived at for general Town purposes. He shall file one (1) copy of the recommended budget with the Town
Clerk to be available for public inspection.

In accordance with Article II, Section 208 of the Town’s Home Rule Charter, upon receipt of the consolidated
Town and School Budget from the Town Administrator, the Town Council shall:

I. Review the Administrator's recommended budget and within thirty (30) days adopt a provisional
budget. The Council may only alter the total amount of the school department budget. A copy of the
provisional budget shall be filed with the Town Clerk.

2. Immediately following the adoption of the provisional budget, it shall be published in a newspaper having
general circulation in the Town, showing the initial requested total amount of each department by the Town
Administrator and School Committee and the recommended total amount of the Town Council.

3. Within thirty (30) days of the approval and publication of the provisional budget, public hearings shall take
place. The Council shall have printed and available copies of the provisional budget for public distribution at
least five (5) days prior to public hearings. The time and place for holding of these hearings shall be included
with the publication of the provisional budget.

4. Upon completion of the public hearing on the provisional budget, take the results thereof under
consideration and make such additional changes as the Council may deem appropriate.
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5. Within one (1) month following the completion of the public hearings on the provisional budget at a regular
Town Council meeting in June, adopt the final Town budget by ordinance, forwarding one (1) copy to the
Town Clerk for public inspection and, as soon as possible, have the final budget (departmental total amounts)
published in a newspaper having general circulation in the Town.

6. Referendum Petitions. Within two (2) weeks of the adoption of the final Town Budget, any qualified elector
of the Town may circulate a petition requesting that a referendum be held on the final budget as approved
by the Town Council. Such petition may propose an increase or decrease in the total amount of either the
School Department Budget, or the Town Budget, or both. The Registrar of Voters shall cause petition
forms to be printed with standard language and spaces for the insertion of dollar amounts, budget designations,
whether an increase or decrease of expenditure is called for, and other necessary information. All petition
forms shall be approved by the Registrar of Voters before circulation, and must be returned to the Town Clerk
on or before a return date, which shall be two (2) weeks after the adoption of the final Town Budget. Any
language added to a petition, or any alteration of the language thereof: subsequent to its approval by the
Registrar, shall be of no force or effect. The Town Clerk, upon return of the petitions, shall cause the
signatures thereon to be verified by the Registrar, such verification to be completed not later than two (2)
weeks of the return date for the petitions. There shall be no limit to the number of separate petitions which an
elector may sign.

7. Budget Referendum. The Town Clerk shall cause a referendum by ballot to be held on a Tuesday, not less
than thirty-five (35) nor more than forty-five (45) days from the certification of the signatures on the petitions,
on all budget changes requested on petitions submitted pursuant to paragraph 6 above; provided that each such
petition shall contain signatures of not less than ten percent (10%) of the duly qualified electors of the Town.
The ballot used at such referendum shall be prepared by the Registrar in such manner as to include each of the
separate petitions for increases and/or decreases in the appropriation for a particular budget together with the
original approved budget amount. The qualified electors shall be instructed to vote either for the original total or
for one (1) of the proposed increases or decreases thereof. The appropriation receiving the most votes shall be
declared to have been adopted. In the event that certified petitions are received by the Registrar that include
changes to both the School Department Budget and the Town Budget, there shall be two (2) separate ballot
questions, one for the School Department Budget and one for the Town Budget, each of which shall follow the
ballot format set forth herein. The polls at such referendum shall be open at 7:00 a.m. and shall remain open
until 8:00 p.m. Emergency ballots will be available by application to the Canvassing Authority according to
regulations that may be imposed by the Canvassing Authority necessary to implement the use of such ballots at
such referendum. The results of each ballot question shall be certified by the Registrar.

8. In the event that an increase or a decrease in the School Department Budget and/or the Town Budget is
approved by the electors at such referendum, the Town Council shall cause the total amount of said budgets to
be adjusted upward or downward accordingly and shall adopt an amended Town Budget at its next regular
Town Council meeting. The Town Council and/or the School Committee, whichever has jurisdiction over the
budget affected by such action, shall make reductions or increases within said budget to match the new
appropriation total.
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Budgets

The following table sets forth a summary of the Town’s budgets for the fiscal years ending June 30, 2015 and

2016:
2015 2016
REVENUES Adopted Adopted
TAKES oottt $49,208,386 $49,444,106
Intergovernmental ............cocoooerinenenieiinincnesene 5,311,301 5,442,351
Licenses, permits & fees ........cccceverereiececnenennne 2,457,850 2,456,000
Leases & Rentals..........ccccoooeiiiiiiiiiieiiiiiieeee, 900,846 815,485
TOTAL REVENUES ........coccoooiiiiiieen $57,878,383 $58,157,942
EXPENDITURES
Municipal $19,892,459 $20,171,727
Education 35,086,474 35,127,847
DEbt SEIVICE...cuveuieuieuiriirieieieieieeiee e 2,899,450 2,858,368
TOTAL REVENUES ........coocooiiiiicene $57,878,383 $58,157,942

Capital Improvement Programs

The Town has a Capital Improvement Plan which facilitates the systematic replacement, maintenance, and
expansion of the Town’s physical plant and assets through a multi-year budget planning process. Annually, various Town
departments submit a list of desired capital improvements. Such lists represent planning documents and are not approved
financing plans.

PROPERTY TAXES
General

Under Rhode Island law, Rhode Island municipalities, including the Town, are restricted 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 property are assessed as of December 31 and the levy thereon may be paid in full or quarterly without penalty, at
the taxpayers’ option. In Portsmouth, the fiscal year begins July 1 with taxes in the prior December 31 assessment payable
in full on September 1 or quarterly on September 1, December 1, March 1 and June 1. No discount is allowed by the
Town for advance payment of taxes. There is a 12 percent 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 limits the amount by which a city or town may increase its tax levy
unless it qualifies for certain exemptions relating to loss of non-property tax revenue, emergencies, payment of debt
service and substantial increase in the tax base necessitating significant expenditures. For fiscal year 2013 and thereafter,
the tax levy cap is four percent (4.00%) in excess of the prior year levy.

The amount levied by a city or town may exceed the tax levy cap described above if the city or town qualifies
under one or more of the following provisions: (1) the city or town forecasts or experiences a loss in total non-property tax
revenues and the loss is certified by the State Department of Revenue; (2) the city or town experiences or anticipates an
emergency situation, which causes or will cause the levy to exceed the tax levy cap described above; (3) a city or town
forecasts or experiences debt services expenditures which exceed the prior year's debt service expenditures by an amount
greater than the percentage increase as specified above and which are the result of bonded debt issued in a manner
consistent with State general law or a special act; or (4) the city or town experiences substantial growth in its tax base as
the result of major new construction which necessitates either significant infrastructure or school housing expenditures by
the city or town or a significant increase in the need for essential municipal services.

Any levy in excess of the tax levy cap described above must be approved by the affirmative vote of at least four-
fifths (4/5) of the full membership of the governing body of the city or town and, in the case of a town with a financial
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town meeting, the majority of electors present and voting at the financial town meeting must approve the excess in addition
to the town council.

Section 44-5-2 provides that nothing contained therein constrains the payment of obligations as described by
Section 45-12-1 of the 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 Tax Exemption
State legislation requires cities and towns to exempt a minimum of $500 on all motor vehicles subject to taxation.
The Town granted a $2,500 exemption in addition to the statutory $500 exemption in fiscal years 2014 and 2015. Starting

in fiscal year 2017, the Town will phase out by $500 on a biannual basis over the next 10 years.

Analysis of Taxable Property

The following table shows an analysis of tax levy for Fiscal Year 2015 in the Town by class:

State
Town Average
Class 2014 2014
Residential 85.65 % 73.53 %
Commercial/Industrial 9.57 17.02
Tangible 1.93 3.92
Motor Vehicles 2.84 5.52
Total 100.00 % 100.00 %

Source: Rhode Island Department of Administration Annual State Report on
Local Government Finances and Tax Equalization.

Property Valuation

Rhode Island General Laws, Section 44-5-11.6 requires that each city or town conduct and implement a
revaluation of all real estate property within nine (9) years of the date of prior revaluation and shall conduct an update of
real property every three (3) years from the last revaluation. The Town conducted such a revaluation as of December 31,
2007 for the 2009 fiscal year. The last statistical update was completed as of December 31, 2013 for the 2015 fiscal year.
The next revaluation will be completed as of December 31, 2016 for the 2018 fiscal year.

Source: Town Tax Collector/Assessor.

Assessed Valuations

Under State law, State municipalities are restricted from levying general taxes, except ad valorem taxes upon real
and tangible personal property and an excise tax on motor vehicles.

Motor vehicles and trailers registered under the laws of the State are subject to an excise tax administered and
collected by the Town, assessed on the basis of the average retail price, determined pursuant to regulations of the State
Vehicle Value Commission, or a uniform percentage thereof not to exceed 100%. The excise tax levy applies to all motor
vehicles and trailers in the city or town where the owner lives, where the principal place of business is located in the case
of business entities or where the motor vehicle or trailer is customarily kept if customarily kept in some other city or town.

32



The following table indicates assessed valuations of taxable real and personal property.

12/31/2013%

12/31/2010" 12/31/2011 12/31/2012 12/31/2014
Real Property $ 3,194,188,000 $ 3,183,478400 § 3,198,734,900 $  3,008,653,825 $  2,960,275,048
Motor Vehicles 167,343,161 174,418,799 173,244,400 173,541,976 92,948,926
Tangible Personal Property 58,963,767 55,679,640 58,439,219 59,523,139 60,210,031
Total 3,420,494,928 3,413,576,839 3,430,418,519 3,241,718,940 3,113,434,005

Less: Exemptions and M otor Vehicle Phase Out

Real Property (94,871,230) (85,391,998) (86,554,407) (79,457,068) (79,591,541)

Motor Vehicles (83,697,717) (86,022,718) (85,892,085) (86,158,159) (83,503,169)

Tangible Personal Property (2,276) (2,216) (2,136) (2,080) (2,041)

Total $  3,241,923,705 § 3,242,159,907 $  3,257,969,891 § 3,076,101,633 §  2,950,337,254

Source: Audits & Town Tax Collector/Assessor.
(1) Statistical revaluation.

Property Tax Levy and Collections

Fiscal Tax Total Abatements Amount to Current Adjusted
& Year %

Year Rates” Tax Levy Additions Adjustments be Collected Collections Collected Uncollected®
2016 $ $49,815,258 - - - - - -

2015 15.80 49,187,930 $103,331 $(23,824) $49,267,437 $48,011,058  97.45% $1,256,379
2014 14.53 48,021,888 65,149 (20,404) 48,066,633 46,443,362  96.62% 1,558,122
2013 14.24 46,892,536 25,907 (25,180) 46,893,263 45,485,323  97.00% 1,434,166
2012 13.91 45,807,376 86,874 (204,841) 45,689,409 43,972,304  96.24% 1,744,183
2011 11.30 44,174,990 32,687 (31,737) 44,175,940 41,191,864  93.25% 3,001,693
2010 11.27 42,275,881 286,644 (97,487) 42,660,012 40,780,578  95.59% 1,705,155
2009 10.84 40,361,114 72,662 (80,328) 40,514,104 38,685,261  95.49% 1,711,072

(1) Residential, Commercial and Personal Property.

(2) Uncollected taxes include current levy and prior years thru the month of July.

Principal Taxpayers

The following table sets forth the principal taxpayers of the Town and the assessed valuation (100%) of property

held by such taxpayer as of December 31, 2014.

Assessed Value

Taxpayer Nature of Business
Carnegie Tower Development Co. Luxury Condos
Raytheon Corporation Military Contractor
City of Newport (Newport Water) Utility

Northern Waterfront Associates LP Real Estate
Narragansett Electric/National Grid Utility

Carnegie Abbey Club Acquisition LP Holdings LL.C Resort Management
TDS Realty Boat Building/Marina
Talaria RE Holdings Boat Building
GMH Military Housing Military Housing
Conlan Rhode Island Acquisitions Real Estate

Source: Town Tax Collector/Assessor.
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LITIGATION

The Town has several lawsuits pending against it. In the opinion of the Town Solicitor, there is no litigation
pending against the Town which, either individually or in the aggregate, would result in judgments that would have a
materially adverse effect on the Town’s financial position or its ability to meet its debt service obligations. However, the
following case should be noted:

R.I. Nurseries, Inc. v. Town of Portsmouth, C.A. No. NC 2011-0505, is a civil action for damages arising out of
the Town Council’s 2011 decree abandoning a paper street referred to as the “Heidi Drive extension” based on the
Council’s determination that the paper street ceased to be useful to the public. Plaintiff R.I. Nurseries, Inc.’s complaint
seeks an assessment of damages that it alleges to have sustained as a result of the abandonment, pursuant to R.I. Gen.
Laws § 24-6-4. The complaint also includes counts alleging a taking of property without compensation in violation of the
state and federal constitutions. The extent of the Town’s liability for damages is estimated between $700,000 and
$1,000,000.

TAX MATTERS
The Series A Bonds

The following is a summary of the material federal and state income tax consequences of holding and disposing
of the Series A Bonds. This summary is based upon laws, regulations, rulings and judicial decisions now in effect, all of
which are subject to change (possibly on a retroactive basis). This summary does not discuss all aspects of federal income
taxation that may be relevant to investors in light of their personal investment circumstances or describe the tax
consequences to certain types of holders subject to special treatment under the federal income tax laws (for example,
dealers in securities or other persons who do not hold the Series A Bonds as a capital asset, tax-exempt organizations,
individual retirement accounts and other tax deferred accounts, and foreign taxpayers) and, except for the income tax laws
of the State of Rhode Island, does not discuss the consequences to an owner under state, local or foreign tax laws. The
summary does not deal with the tax treatment of persons who purchase the Series A Bonds in the secondary market at a
premium or a discount. Prospective investors are advised to consult their own tax advisors regarding federal, state, local
and other tax considerations of holding and disposing of the Series A Bonds.

Opinion of Bond Counsel
In the opinion of Bond Counsel, under the law existing as of the issue date of the Series A Bonds:

Federal Tax Exemption. Interest on the Series A Bonds is excludable from gross income for federal income tax
purposes.

Alternative Minimum Tax. Interest on the Series A Bonds is not an item of tax preference for purposes of
computing the federal alternative minimum tax imposed on individuals and corporations, but is taken into account in
determining adjusted current earnings for the purpose of computing the alternative minimum tax imposed on certain
corporations.

Bank Qualification. The Series A Bonds have been designated as “qualified tax-exempt obligations” for purposes
of Code §265(b).

Rhode Island Tax Exemption. Income from the Series A Bonds is free from taxation by the State of Rhode Island
and Providence Plantations and its political subdivisions and instrumentalities, although the income therefrom may be
included in the measure of Rhode Island estate taxes and certain Rhode Island business and corporate taxes.

Bond Counsel’s opinions are provided as of the date of the original issue of the Series A Bonds, subject to the
condition that the Town comply with all requirements of the Code that must be satisfied subsequent to the issuance of the
Series A Bonds in order that interest thereon be, and continue to be, excludable from gross income for federal income
tax purposes. The Town has covenanted to comply with all such requirements. Failure to comply with certain of such
requirements may cause the inclusion of interest on the Series A Bonds in gross income for federal income tax
purposes retroactively to the date of issuance of the Series A Bonds. Bond Counsel is expressing no opinion
regarding other federal, state or local tax consequences arising with respect to the Series A Bonds.
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Other Tax Consequences

Original Issue Premium. Ifa Series A Bond is issued at a price that exceeds the stated redemption price at
maturity of the Series A Bond, the excess of the purchase price over the stated redemption price at maturity constitutes
"premium" on that Series A Bond. Under Code § 171, the purchaser of that Series A Bond must amortize the
premium over the term of the Series A Bond using constant yield principles, based on the purchaser's yield to
maturity. As premium is amortized, the ownersbasis in the Series A Bond and the amount of tax-exempt interest
received will be reduced by the amount of amortizable premium properly allocable to the owner. This will result in an
increase in the gain (or decrease in the loss) to be recognized for Federal income tax purposes on sale or disposition of
the Series A Bond prior to its maturity. Even though the owner's basis is reduced, no Federal income tax deduction
is allowed. Prospective investors should consult their own tax advisors concerning the calculation and accrual of bond
premium.

Original Issue Discount. If the stated redemption price at maturity exceeds the issue price of a Series A Bond, the
Series A Bond is issued with original issue discount (Tax-exempt OID). For federal income tax purposes, Tax-exempt OID
accrues to the holder of a bond over the period to maturity as described in Income Tax Regulation § 1.1272-1(b). With
respect to an initial purchaser of a Series A Bond at its issue price, the portion of Tax-exempt OID that accrues during the
period the purchaser owns the Series A Bond (i) is interest excludable from the purchaser’s gross income for federal income
tax purposes to the same extent and subject to the same considerations as other interest on the Series A Bonds and (ii) is
added to the purchaser’s tax basis for purposes of determining gain or loss on maturity, redemption, prior sale or other
disposition of that Series A Bond. Holders of Series A Bonds having Tax-exempt OID should consult their own tax
advisors as to the determination for federal income tax purposes of the amount of Tax-exempt OID properly accruable each
year with respect to those Bonds and as to other federal consequences and any state, local, or foreign tax aspects of owning
bonds with Tax-exempt OID.

Sale, Exchange or Retirement of Series A Bonds. Upon the sale, exchange or retirement (including
redemption) of a Series A Bond, an owner of the Series A Bond generally will recognize gain or loss in an amount
equal to the difference between the amount of cash and the fair market value of any property received on the sale,
exchange or retirement of the Series A Bond (other than in respect of accrued and unpaid interest) and such owner's
adjusted tax basis in the Series A Bond. Except as provided below in Market Discount, to the extent the Series A
Bonds are held as a capital asset, such gain or loss will be capital gain or loss and will be long-term capital gain or
loss if the Series A Bond has been held for more than 12 months at the time of sale, exchange or retirement.

Market discount. 1f a holder purchases a Series A Bond after the initial offering for an amount that is less than the
principal amount of the Series A Bond (or, if the Series A Bond was issued with Tax-exempt OID, the principal amount
minus as-yet unrealized Tax-exempt OID), then the ratable amount of such market discount (the “accrued market discount™)
must be recognized as ordinary income, not as excludable income nor as capital gain. With certain exceptions, this gain
must be recognized notwithstanding any other provision of the federal subtitle on Income Taxes. Holders may make an
irrevocable election to recognize market discount on the basis of a constant interest rate (rather than ratable accrual).
Holders should consult with their own tax professionals concerning Series A Bonds purchased with market discount,
whether to make the election and the consequences of doing so, and the accrual and recognition of market discount,
transactions in which market discount is not immediately fully recognized, as well as any state, local, and foreign tax
consequences of acquiring Series A Bonds with market discount.

Medicare tax. An additional 3.8% tax will be imposed on the net investment income (which includes capital or
ordinary gain from the sale, exchange, retirement or other disposition of a Series A Bond) of certain individuals, trusts, and
estates. Prospective investors in the Series A Bonds should consult with their tax advisors regarding the possible
applicability of this tax to an investment in the Series A Bonds.

Reporting Requirements. In general, information reporting requirements will apply to certain payments of
principal, interest and premium paid on the Series A Bonds, and to the proceeds paid on the sale of the Series A
Bonds, other than certain exempt recipients (such as corporations and foreign entities). A backup withholding tax will
apply to such payments if the owner fails to provide a taxpayer identification number or certification of foreign or
other exempt status, fails to report in full dividend and interest income or, in the case of interest on the Series A Bonds,
fails to certify that under penalties of perjury that he is not subject to backup withholding. The amount of any backup
withholding from a payment to an owner will be allowed as a credit against the owner's federal income tax liability.

Collateral Federal Income Tax Consequences. Prospective purchasers of the Series A Bonds should be aware
that ownership of the Series A Bonds may result in collateral federal income tax consequences to certain taxpayers,
including, without limitation, financial institutions, property and casualty insurance companies, individual recipients of
Social Security or Railroad Retirement benefits, certain S corporations with "excess net passive income," foreign
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corporations subject to the branch profits tax, life insurance companies, taxpayers who may be deemed to have
incurred or continued indebtedness to purchase or carry or have paid or incurred certain expenses allocable to the Series
A Bonds and taxpayers disposing of property financed with federally subsidized indebtedness (mortgage credit certificates
and single family mortgage loans). Bond Counsel expresses no opinion regarding these tax consequences. Purchasers of
the Series A Bonds should consult their tax advisors as to the applicability of these and other federal income tax
consequences of the purchase, ownership and disposition of the Series A Bonds, including the possible application of
state, local, foreign and other tax laws.

The Series B Bonds and the Notes

The following is a summary of the material federal and state income tax consequences of holding and
disposing of the Series B Bonds or Notes. This summary is based upon laws, regulations, rulings and judicial decisions
now in effect, all of which are subject to change (possibly on a retroactive basis). This summary does not discuss all
aspects of federal income taxation that may be relevant to investors in light of their personal investment circumstances
or describe the tax consequences to certain types of holders subject to special treatment under the federal income tax
laws (for example, dealers in securities or other persons who do not hold the Series B Bonds or Notes as a capital asset,
tax-exempt organizations, individual retirement accounts and other tax deferred accounts, and foreign taxpayers) and,
except for the income tax laws of the State of Rhode Island and Providence Plantations, does not discuss the
consequences to an owner under state, local or foreign tax laws. The summary does not deal with the tax treatment of
persons who purchase the Series B Bonds or Notes in the secondary market at a premium or a discount. Prospective
investors are advised to consult their own tax advisors regarding federal, state, local and other tax considerations of
holding and disposing of the Series B Bonds or Notes.

As used in this section, a “U.S. Holder” is a “U.S. Person” that is a beneficial owner of a Series B Bond or a Note.
A “non-U.S. Holder” is a holder (or a beneficial owner) of a Series B Bond or a Note that is not a U.S. Person. For these
purposes, a “U.S. Person” is a citizen or resident of the United States, a corporation or partnership created or organized
under the laws of the United States or any of its political subdivisions (except, in the case of a partnership, to the extent
otherwise provided in Treasury regulations), an estate the income of which is subject to federal income taxation regardless
of its source, or a trust if (i) a United States court is able to exercise primary supervision over the trust’s administration or
(i1) one or more U.S. Persons have the authority to all of the trust’s substantial decisions.

The Series B Bonds and the Notes will be treated for federal income tax purposes as debt instruments.
Accordingly, interest will be included in the income of the holder as it is paid or accrues in accordance with the holder’s
method of tax accounting.

Opinion of Bond Counsel
In the opinion of Bond Counsel, under the law existing as of the issue date of the Series B Bonds and the Notes:

Interest Taxable. The interest on the Series B Bonds and the Notes is includible in gross income for federal
income tax purposes.

Rhode Island Tax Exemption. Income from the Series B Bonds and from the Notes is free from taxation by the
State of Rhode Island and Providence Plantations and its political subdivisions and instrumentalities, although the income
therefrom may be included in the measure of Rhode Island estate taxes and certain Rhode Island business and corporate
taxes.

Other Tax Consequences

Original Issue Discount. Original issue discount, if any, on the Series B Bonds will be de minimis or Taxable
OID. OID on the Series B Bonds will be de miminis if the excess of the stated redemption price at maturity over the issue
price of the Series B Bond does not exceed a specified de minimis amount (generally % % of the stated redemption price at
maturity times the number of complete years to maturity). If the OID on a Series B Bond is de minimis, the Series B Bond
will be treated as not having been issued with Taxable OID.

If a Series B Bond has Taxable OID, a U.S. Holder that purchases the Series B Bond in the initial offering for the
issue price will accrue the Taxable OID during any accrual period in an amount equal to (i) the “adjusted issue price” of
the Series B Bond at the beginning of the accrual period (which equals the issue price of the Series B Bond plus the
amount of Taxable OID that has accrued on a constant-yield basis in all prior accrual periods minus the amount of any
payments, other than “qualified stated interest”, received on the Series B Bond in all prior accrual periods) multiplied by
the yield to maturity of the Series B Bond (determined on the basis of compounding at the close of each accrual period and
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properly adjusted for the length of the accrual period) less (iii) any qualified stated interest payable on the Series B Bond
during such accrual period. The amount of Taxable OID so accrued in a particular accrual period will be considered to be
received ratably on each day in the accrual period.

A U.S. Holder of a Series B Bond issued with Taxable OID must include in gross income for federal income tax
purposes the amount of Taxable OID accrued with respect to each day during the taxable year that the U.S. Holder owns
the Series B Bond. Such inclusion in advance of receipt of the cash attributable to the income is required even if the U.S.
Holder is on the cash method of accounting for federal income tax purposes. The amount of Taxable OID that is includible
in a U.S. Holder’s gross income will increase the U.S. Holder’s tax basis in the Series B Bond. The adjusted tax basis in a
Series B Bond will be used to determine taxable gain or loss upon a disposition such as sale or retirement of the Series B
Bond.

Market discount. If a holder purchases a Series B Bond after the initial offering for an amount that is less than the
principal amount of the Series B Bond, and such difference is not considered to be de minimis then the ratable amount of
such discount (the “accrued market discount”) must be recognized as ordinary income, not capital gain. With certain
exceptions, this gain must be recognized notwithstanding any other provision of the federal subtitle on Income Taxes.
Holders may make an irrevocable election to recognize market discount on the basis of a constant interest rate (rather than
ratable accrual). Holders should consult with their own tax professionals concerning Series B Bonds purchased with
market discount, whether to make the election and the consequences of doing so, and the accrual and recognition of market
discount, transactions in which market discount is not immediately fully recognized, as well as any state, local, and foreign
tax consequences of acquiring Series B Bonds with market discount.

Original Issue Premium. If a Series B Bond is purchased at a price that exceeds the stated redemption price of
the Series B Bond at maturity, the excess of the purchase price over the stated redemption price at maturity constitutes
premium on the Series B Bond, and that Series B Bond is referred to in this discussion as a "Taxable Premium Bond."
Under Code § 171, the purchaser of a Taxable Premium Bond may elect to amortize the premium over the term of the
Taxable Premium Bond using constant yield principles, based on the purchaser's yield to maturity. An owner of a
Taxable Premium Bond amortizes bond premium by offsetting the qualified stated interest allocable to an accrual
period with the bond premium allocable to that accrual period. This offset occurs when the owner takes the qualified
stated interest into income under the owner's regular method of accounting. If the premium allocable to an accrual period
exceeds the qualified stated interest for that period, the excess is treated by the owner as a deduction under Code
§171(a)(1). As premium is amortized, the owner's basis in the Taxable Premium Bond will be reduced by the amount of
amortizable premium properly allocable to the owner. Prospective investors should consult their own tax advisors
concerning the calculation and accrual of bond premium and whether to make the election.

Sale, Exchange or Retirement of Series B Bonds and Notes. Upon the sale, exchange or retirement (including
redemption) of a Series B Bond or a Note, an owner of the Series B Bond or Note generally will recognize gain or
loss in an amount equal to the difference between the amount of cash and the fair market value of any property
received on the sale, exchange or retirement of the Series B Bond or Note (other than in respect of accrued and
unpaid interest) and such owner's adjusted tax basis in the Series B Bond or Note. To the extent the Series B Bond
or Note is held as a capital asset, such gain or loss will be capital gain or loss and will be long-term capital gain or
loss if the Series B Bond has been held for more than 12 months at the time of sale, exchange or retirement.

Medicare tax. An additional 3.8% tax will be imposed on the net investment income (which includes capital or
ordinary gain from the sale, exchange, retirement or other disposition of a Series B Bond or a Note) of certain individuals,
trusts, and estates. Prospective investors in the Series B Bonds or Notes should consult with their tax advisors regarding
the possible applicability of this tax to an investment in the Series B Bonds or Notes.

Reporting Requirements. In general, information reporting requirements will apply to certain payments of
principal, interest and premium paid on the Series B Bonds and the Notes, and to the proceeds paid on the sale of the
Series B Bonds and Notes, other than certain exempt recipients (such as corporations and foreign entities). A backup
withholding tax will apply to such payments if the owner fails to provide a taxpayer identification number or
certification of foreign or other exempt status, fails to report in full dividend and interest income or, in the case of
interest on the Series B Bonds and Notes, fails to certify that under penalties of perjury that he is not subject to backup
withholding. The amount of any backup withholding from a payment to an owner will be allowed as a credit against the
owner's federal income tax liability.
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RISK FACTORS AND INVESTMENT CONSIDERATIONS
Taxation of Interest on the Series A Bonds

An opinion of Bond Counsel will be obtained in the effect that interest earned on the Series A Bonds is
excludable from gross income for federal income tax purposes under current provisions of the Code, and applicable rulings
and regulations under the Code; however, an application for a ruling has not been made and an opinion of counsel is not
binding upon the Internal Revenue Service. There can be no assurance that the present provisions of the Code, or the rules
and regulations thereunder, will not be adversely amended or modified, thereby rendering the interest earned on the
Series A Bonds includablein gross income for federal income tax purposes.

The Town has covenanted in documents and certificates to be delivered in connection with the issuance of the
Series 2015 A Bonds to comply with the provisions of the Code, including those which require the Town to take or omit to
take certain actions after the issuance of the Series A Bonds. Because the existence and continuation of the excludability of
the interest on the Series A Bonds depends upon events occurring after the date of issuance of the Series A Bonds, the
opinion of Bond Counsel described under "TAX MATTERS — The Series A Bonds" assumes the compliance by the
Town with the provisions of the Code described above and the regulations relating thereto. No opinion is expressed by Bond
Counsel with respect to the excludability of the interest on the Series A Bonds in the event of noncompliance with such
provisions. The failure of the Town to comply with the provisions described above may cause the interest on the Series A
Bondstobecome includable in gross income as the date ofissuance.

No Additional Interest or Mandatory Redemption upon Event of Taxability

The Series A Bonds do not provide for the payment of additional interest or penalty on the Series A Bonds or the
mandatory redemption thereof if the interest thereon becomes includable in gross income for federal income tax purposes.
Likewise, the Series A Bonds do not provide for the payment of any additional interest or penalty on the Series A Bonds if the
interest thereon becomes includable in gross income for Rhode Island and Providence Plantations income tax purposes.

CERTAIN LEGAL MATTERS

All legal matters incidental to the authorization, issuance, sale and delivery of the Bonds and the Notes are subject
to the approval of Moses Afonso Ryan Ltd, Providence, Rhode Island, Bond Counsel to the Town, whose approving
opinion substantially in the form appended hereto as APPENDIX B will be delivered with the issuance of the Bonds and
the Notes. Certain legal matters in connection with the Bonds and the Notes will be passed upon by Locke Lord LLP,
Providence, Rhode Island, Counsel to the Underwriter.

UNDERWRITING

The Series A Bonds are being purchased for reoffering by the Underwriter at an aggregate purchase price of par
plus a net premium of $275,043.60 less an Underwriters’ discount of $25,973.63. The Underwriter may offer and sell the
Series A Bonds to certain dealers and others at prices other than the initial offering price. The offering price may be
changed from time to time by the Underwriter.

The Series B Bonds are being purchased for reoffering by the Underwriter at an aggregate purchase price of par
less an Underwriters’ discount of $2,082.12. The Underwriter may offer and sell the Series B Bonds to certain dealers and
others at prices other than the initial offering price. The offering price may be changed from time to time by the
Underwriter.

The Notes are being purchased for reoffering by the Underwriter at an aggregate purchase price of par plus a net
premium of $7,994.25 less an Underwriters’ discount of $4,707.36. The Underwriter may offer and sell the Notes to
certain dealers and others at prices other than the initial offering price. The offering price may be changed from time to
time by the Underwriter.

FINANCIAL ADVISOR

Public Financial Management, Inc. is employed as Financial Advisor to the Town in connection with the
issuance of the Bonds and the Notes. The Financial Advisor's fee for services rendered with respect to the sale of the
Bonds and the Notes is contingent upon the issuance and delivery of the Bonds and the Notes. Public Financial
Management, Inc., in its capacity as Financial Advisor, does not assume any responsibility for the information, covenants
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and representations contained in any of the legal documents with respect to the federal income tax status of the Bonds and
the Notes, or the possible impact of any present, pending or future actions taken by any legislative or judicial bodies.

CONTINUING DISCLOSURE

In order to assist the Underwriters in complying with Rule 15¢2-12(b)(5) promulgated by the Securities and
Exchange Commission (the "Rule"), the Town will covenant for the benefit of owners of the Bonds to provide certain
financial information and operating data relating to the Town by not later than nine (9) months after the end of each fiscal
year commencing with the fiscal year ending June 30, 2015 (the "Annual Report"), to provide notices of the occurrence of
certain enumerated events, if material, and to provide notice of failure to provide the Annual Report. The covenants will
be contained in a Continuing Disclosure Certificate, the proposed form of which is provided in APPENDIX D.

Except for fiscal year 2013, the Town has complied in all material respects with all continuing disclosure
agreements made by it in accordance with the Rule during the past five years. Due to an administrative oversight, certain
financial information for fiscal year 2013 was not timely filed. The Town has implemented procedures to ensure timely
filing of all future financial information. A notice of late filing has been filed.

RATINGS
The Town received ratings on the Bonds from Moody’s Investors Service Inc. (“Moody’s”) and Standard &
Poor’s Ratings Service (“S&P”) of “Aa2” and “AAA” respectively. The Town received a rating on the Notes from S&P of

“SP-1+". The ratings reflect only the view of Moody’s and S&P, and an explanation of the significance of such ratings
may be obtained from the respective rating agency.

The above ratings are not a recommendation to buy, sell or hold the Bonds or the Notes, and such ratings may be
subject to revision or withdrawal at any time by the rating agencies. Any downward revision or withdrawal of the ratings

may have an adverse effect on the market price of the Bonds and the Notes.

MISCELLANEOUS

All quotations from and summaries and explanations of laws herein do not purport to be complete, and
reference is made to said laws for full and complete statements of their provisions.

This Official Statement is submitted only in connection with the sale of the Bonds and the Notes by the Town
and may not be reproduced or used in whole or in part for any other purpose.

TOWN OF PORTSMOUTH

By: /s/ James Lathrop
Finance Director

Dated: November 4, 2015
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TOWN OF PORTSMOUTH, RHODE ISLAND
General Fund
Comparative Statement of Revenues, Expenditures and Transfers Out

For Fiscal Years Ending June 30,

APPENDIX A

REVENUES: 2010 2011 2012 2013@ 2014
$43,473,752 $43,001,417 $46,753,588 $47,081,631 $47,580,546
Intergovernmental..........cccoccoiverirenieenieinereeeeeeeene 1,117,559 865,808 825,594 7,005,457 6,778,745
Licenses, permits & fees .........ccverererineneeneenceneenne 205,831 242,417 252,500 677,466 490,585
Charges for SErVIiCes......ccuveireirerineieeeesee e 484,022 547,384 616,814 1,787,574 1,859,016
Melville Ponds Campgrounds ............ccceervreenieeneerenieennne 212,926 216,783 209,628 219,110 219,947
Glen Manor HOUSE ......c.ccvuvveueecennereieiicnneecicceneeennes 331,975 396,950 389,225 377,875 392,325
Rescue Wagon Income.... 536,733 506,998 517,575 470,966 788,305
Earnings & INVeStments .........cccocoveeveeeeerenninnercenineneienenes 9,617 9,498 10,616 (118,740) 8.026
Fines & FOrfeitures. ........cocoevvvieueeicninnneccceeeccnes 333,545 384,197 638,575 387,891 314,427
OFNET ..t 438,591 435,129 443,422 331,291 665,630
Intergovernmental Pension Contribution............... 0 0 0 1,317,767 1,496,081
TOTAL REVENUE ........ocoiiiiinniiieeeeene $47,144,551 $46,606,581 $50,657,537 $59,538,288 $60,593,633
EXPENDITURES:
Current:
General GOVErNMENT ..........cceuiirirueueeeeereeieeeeeeeeeeeseeeaenes $3,953,486 $4,153,553 $4,409,952 $4,209,578 4,166,454
PUBLIC SAfety....c.eiiieieeeieiieieieieee e 8,092,765 8,602,939 8,822,846 9,426,650 9,550,836
PUBLiC WOTKS ..o 2,154,123 2,239,023 2,304,651 2,281,996 2,207,345
Education...........ocoeuviiiiniiiiiiinii e 0 0 0 36,289,540 36,605,793
Parks & ReCreation..........covvueueecveninenievccninenineercccnnneenenes 0 465,179 521,428 461,804 496,395
Public & Social Services 1,056,729 619,635 580,780 559,604 698,281
Intergovernmental Pension Contribution............... 0 0 0 1,317,767 1,496,081
DEBE SEIVICE ..ecuvveeiieiiieieieieiet ettt 3,277,589 2,859,866 3,145,683 2,941,130 2,867,825
Bond ISSUance COStS.........ccvveevieiieieeieeieeereeeieeere e 5,105 26,670 20,650 33,936 0
TOTAL EXPENDITURES .......ccocooiiiiiinnieene $18,539,797 $18,966,865 $19,805,990 $57,522,005 $58,089,510
Excess (deficiency) of revenues
& other financing SOUICES ........c.ccoevriiiurerucreieirinieenns $28,604,754 $27,639,716 $30,851,547 $2,016,283 $2,054,123
OTHER FINANCING SOURCES (USES):
Transfers from other funds...........cccoevveevevereiiirieiereenne $272,323 $96,101 $1,251,469 $40,911 0
Transfers to other funds..........coceeeeevnnieccnnnccccnene (28,213,640) (28,284,271) (29,512,217) (1,556,698) (2,288,063)
Bond proceeds ........ccoveireiniiiii e 0 0 0 927,000 0
Payment to refunded bonds escrow agreement.............. 0 0 0 (1,050,000) 0
TOTAL REVENUES & OTHER
FINANCING SOURCES (USES) ......ccccccvrmmnrenenene ($27,941,317) ($28,188,170) ($28,260,748) ($1,638,787) ($2,288,063)
Excess (deficiency) of revenues & other financing
sources over expenditures & other financing uses....... $663,437 ($548,454) $2,590,799 $377,496 $216,060
FUND BALANCE - BEGINNING OF YEAR ............. $2,448,855 $3,112,292 $2,563,838 $9,464,243 9,841,739
Prior Period Adjustment...........ccccveevveeeriererenieeieeieens 0 0 0 0 0
FUND BALANCE - END OF YEAR ...........cccccceovnnnee $3,112,292 $2,563,838 $5,154,637 $9,841,739 $10,057,799

Source: Town Audit Reports.

(1) Beginning in fiscal year 2013, the School Unrestricted Fund is included in the General Fund operations.



TOWN OF PORTSMOUTH, RHODE ISLAND

General Fund Balance Sheet
For the Fiscal Years Ending June 30,

ASSETS: 2010 2011 2012 2013 2014
Cash & INVeStMENts ........cocevveeereereeirereieeeereeeeenne $4,392,991 $4,044,275 $8,774,923 $5,208,030 $9,558,263
Cash on deposit at NCRSEP ........ccccocoviiviiininins 0 0 0 505,551 840,032
Investments 0 0 0 7,375,934 0
Real Estate & Personal Property Tax Receivable (Net) 1,584,454 2,886,896 1,792,948 1,465,746 1,892,832
Due from Federal & State Governments .................... 0 0 0 550,796 339,734
Due from Other Funds ...........ccccevvvvevveiiiieecreienae. 162,992 153,518 119,821 1,564,755 5,023,920
AMDUIANCE ...t 385,820 516,360 374,377 537,573 410,848
(0131 S 282,363 331,571 283,592 214,466 116,631
Advances to the Wind Turbine Generator Fund......... 0 0 0 492,296 0
INVENLOTY ..vvevietiieieiieieeeee e 47,179 58,646 60,892 17,450 31,236
Prepaid Expenditures 0 0 1,676 968 199,374

Total ASSEtS........covveeeeieiiieieeieieieiee e $6,855,799 $7,991,266 $11,408,229 $17,933,565 $18,412,870

LIABILITIES & FUND EQUITY

LIABILITIES:

Accounts Payable & Accrued Expenses..................... $323,187 $527,556 $292,053 $3,176,989 1,000,707
Due to Other Funds .........cccecveivieieinenicieeeeen 1,421,924 1,497,668 4,102,769 3,144,146 5,055,277
Unavailable Property Tax Revenue............ccccveveenene. 1,494,292 2,881,366 1,618,506 1,054,662 1,439,165
Unearned REVENUE ..........cceeevieeeeeeeeieeeeeeeeeeeeeveenes 504,104 0 0 537,573 410,848
Other Liabilities .......coovevverieriieiericieeeeeereeeeeeve e 0 520,838 240,264 178,456 449,074

Total Liabilities ................c.cccoooovieiiniiieinne. $3,743,507 $5,427,428 $6,253,592 $8,091,826 $8,355,071

FUND BALANCES:

Non-Spendable.........cccceeeirieeinieeinieeereeeeeeeeea $54,401 $58,646 $60,892 $510,714 230,610

RESEACEEA v eeee 323,744 36,523 37,022 0 0

COMMILEEd ..eovvveeieeieeiieeie et 0 3,190 0 3,922,953 3,441,468

ASSIZNEA ..o 0 309,379 309,379 309,378 309,378

UNASSIZNEA......coiviiuiiieiiiiieiieie e 2,734,147 2,156,100 4,747,344 5,098,694 6,076,343

Total Fund Balances..............cccocovvreinnnnnne. $3,112,292 $2,563,838 $5,154,637 $9,841,739 $10,057,799

TOTAL LIABILITIES & FUND BALANCES......... $6,855,799 $7,991,266 $11,408,229 $17,933,565 18,412,870

Source: Town Audit Reports.
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FINANCIAL SECTION

This Section contains the Following Subsections:

Independent Auditors’ Report
Management’s Discussion and Analysis

Basic Financial Statements



MARCUM

ACCOUNTANTS 4 ADVISORS

INDEPENDENT AUDITORS’ REPORT

To the Honorable Town Council
Town of Portsmouth, Rhode Island

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of Portsmouth, Rhode
Island as of and for the year ended June 30, 2014, and the related notes to the financial statements, which
collectively comprise the Town’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

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

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the Town of Portsmouth, Rhode Island, as of June 30, 2014, and the
respective changes in financial position, and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

¥
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, budgetary comparison information, the Schedule of Funding Progress and Schedule
of Employer Contributions for Pension Plans, and the Schedule of Funding Progress and Schedule of
Employer Contributions for OPEB Plans, Changes in Net Pension Liability and Related Ratios, Contributions
and Investment Returns on Pages 3 through 9, Pages 64 through 74, respectively, be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town of Portsmouth, Rhode Island’s basic financial statements. The combining town general
fund and school unrestricted fund financials statements, the combining nonmajor fund financial statements, the
combining agency fund financial statements and other supplementary information are presented for purposes
of additional analysis and are not a required part of the basic financial statements.

The combining town general fund and school unrestricted fund financials statements, the combining nonmajor
fund financial statements, the combining agency fund financial statements and other supplementary
information are the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, combining town and school general fund financials statements, the combining
nonmajor fund financial statements, the combining agency fund financial statements and other supplementary
information are fairly stated in all material respects in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 25, 2015,
on our consideration of the Town of Portsmouth, Rhode Island’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Town of Portsmouth, Rhode Island’s internal control over
financial reporting and compliance.

W oarews. LLP

Providence, Rhode Island
February 25, 2015



Management’s Discussion and Analysis

As management of the Town of Portsmouth, Rhode Island (the Town), we offer readers of the Town’s financial
statements this narrative overview and analysis of financial activities of the Town for the fiscal year ended June 30,
2014. We encourage readers to consider the information presented here in conjunction with the Town’s basic
financial statements that follow this section.

Financial Highlights

The Town of Portsmouth’s total net position for the fiscal year ended June 30, 2014 were $23,044,004 which is an
increase of $1,887,704 over the fiscal year ended June 30, 2013. Net assets at June 30, 2014 included $17,959,643
investment in capital assets, an increase of $4,039,565 over June 30, 2013; $41,468 of restricted net assets at June
30, 2014, a decrease of $748 over June 30, 2013 and $5,042,893 of unrestricted net assets that may be used to meet
the government’s ongoing obligations to citizens and creditors, a decrease of $2,151,113 over June 30, 2013.

e Total assets and deferred outflows of resources at June 30, 2014 were $48,798,153, which is an increase of
$650,237 or 1.35% over June 30, 2013.

e Total liabilities at June 30, 2014 were $25,754,149, which is a decrease of $1,041,699 or 3.9% over June 30,
2013.

e The government's total net position increased by $1,887,704.

e As of the close of the current fiscal year, the Town of Portsmouth’s governmental funds reported combined ending
fund balances of $10,855,019 which is a decrease of $1,576,335 from June 30, 2013. Approximately 72 percent of
this total amount or $7,767,295 is available for spending at the government’'s discretion (committed, assigned or
unassigned fund balance).

o At the end of the current fiscal year, fund balance for the general fund (excluding the school general fund per
schedule F-1 on page 74) was $6,616,331 or 11.4 percent of the Fiscal Year 2014-15 Adopted Expenditure Budget of
$57,878,383. This represents an increase of $755,329 over June 30, 2013.

e The Town of Portsmouth’s total long-term and short-term obligations (i.e., general obligation bonds, capital
leases, notes payable, compensated absences, net pension obligation and OPEB liabilities) decreased by $1,041,669
(3.9 percent) during the current fiscal year. The key factors in this decrease were the increase in net pension and
OPEB obligation of $1,489,638, the retirement of $1,607,138 in general obligation bonds and decrease in combination
of accounts payable and accrued expenses.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the Town’s basic financial statements. The
Town’s basic financial statements consist of three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements. This report also contains other supplementary
information in addition to the basic financial statements themselves.

Government-wide financial statements The government-wide financial statements are designed to provide readers
with a broad overview of the Town'’s finances in a manner similar to a private-sector business.

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

The statement of activities presents information showing how the government’s net position changed during the most
recent fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement



for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused
vacation leave).

Both of the government-wide financial statements distinguish functions of a government that are principally supported
by taxes and intergovernmental revenues (governmental activities) from other functions that are intended to recover
all or a significant portion of their costs through user fees and charges (business-type activities). The governmental
activities of the Town include general government, public safety, public works, education and community services.
The Town has four business-type activities. These include the School Lunch Fund, Summer School Fund, Wind
Turbine Generator Fund and the Transfer Station Fund.

The government-wide financial statements include only the activities of the Town of Portsmouth. There are no
component units within the Town'’s jurisdiction.

The government-wide financial statements can be found on pages 10-11 of this report.

Fund financial statements A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The Town, like other state and local governments,
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds
of the Town can be divided into three categories, governmental funds, fiduciary funds and proprietary funds.

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

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

The Town of Portsmouth maintains one hundred and two individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of revenues, expenditures
and changes in fund balances for the general fund and the school unrestricted funds, which are considered to be
major funds. Data from the other one hundred governmental funds are combined into a single, aggregated
presentation.

The basic governmental fund financial statements can be found on pages 12-15 of this report.

Proprietary funds Proprietary funds are used to account for business-like activities provided to the general public
(enterprise funds) or within the government (internal service funds). These activities are financed primarily by user
charges and the measurement of financial activity focuses on net income measurement similar to the private sector.
The proprietary funds of the Town are considered major funds. The Town has no internal service funds. The Wind
Turbine Generator enterprise fund has generated net income of approximately $400,000 in its first three years of
operation. However, in June 2012, the gearbox failed and the wind turbine has not been operational. The Town has
entered into a public/private partnership to restore the wind turbine to an operational status. See note 17 on page 63)

The basic proprietary fund financial statements can be found on pages 16-18 of this report.



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

The basic fiduciary fund financial statements can be found on pages 19-20 of this report.

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 21-63 of this report.

Other information: In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information. It presents schedules detailing certain pension and OPEB information,
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 63-68 of this
report.

Note 12, found on page 55, disclose the Annual Pension Cost and Net Pension Obligation. In FY 2013 and 2014 the
Town started negotiations with its unions to address pension reform. The Town’s budgeted based on unions
accepting pension reform and not the actuary prepared report. For this reason Note 12 shows that the Town'’s
contribution had a shortfall of $884,624 for FY 14.  As of June 30, 2014, all union and non union employees except
for the Police Union had accepted pension reform that resulted in significant savings and is reflected in future
actuarially reports.

Government-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 Town of Portsmouth, assets exceeded liabilities by $23,044,004 at the close of the most recent fiscal year,
as compared to assets exceeding liabilities by $21,352,098 at the close of the previous fiscal year.

A portion of the Town’'s net assets reflects its investment in capital assets (e.g., land, buildings, machinery, and
equipment); less any related debt used to acquire these assets that is still outstanding. The current year's figure for
invested in capital assets, net of related debt is $17,959,643.



Town of Portsmouth Net Assets
June 30, 2014

Governmental activities Business-type Activities Total
2014 2013 2014 2013 2014 2013 $ Change % Change
Current and other assets 15,381,021 § 16,886,411 § 236,841 § 287,992 $ 15,617,862 $ 17,174,403 § 1,656,541 9.1%
Capital Assets 30,286,698 27,840,305 2,704,534 2,718,500 32,991,232 30,558,805 (2,432,427) -8.0%
Total Assets 45,667,719 44,726,716 2,941,375 3,006,492 48,609,094 47,733,208 (875,886) -1.8%
Deferred outflow of resources 189,059 218,910 189,059 218,910 29,851 13.6%
Long-term liabilities outstanding 20,146,397 19,918,026 1,926,325 2,160,212 22,072,722 22,078,238 § 5,516 0.0%
Other Liabilities 3,550,818 4,071,833 130,609 645,747 3,681,427 4,717,580 1,036,153 22.0%
Total Liabilities 23,697,215 23,989,859 2,056,934 2,805,959 25,754,149 26,795,818 1,041,669 3.9%
Net assets:
Invested in capital assets 17,181,434 13,361,790 778,209 558,288 17,959,643 13,920,078 (4,039,565) -29.0%
Restricted - . 41,468 42,216 41,468 42,216 748 1.8%
Unrestricted 4,978,129 7,693,977 64,764 (399,971) 5,042,893 7,194,006 2,151,113 29.9%
Total Net Position 22,159,563 $20,955,767 $884,441 $200,533 $23,044,004 $21,156,300 ($1,887,704) -8.9%

Governmental activities Governmental activities increased Portsmouth's net position by $1,887,704.




Revenues:
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:

Property taxes and payments in lieu of taxes

State Aid, unrestricted
Investment and interest income
Other revenues
Transfers

Total revenues

Expenses:
General government
Public safety
Public services
Community services
Education
Interest on long-term debt
Capital outlay
Amortization expense
School lunch fund
Transfer station fund
Wind turbine generator fund
Non-major funds

Total expenses

Change in Net Position

Net Position - beginning of year , restated

Net Position- end of year

Town of Portsmouth Changes in Net Position
June 30, 2014

Governmental Activities Business-type Activities Total

2014 2013 2014 2013 2014 2013 $ Change % Change

$4,033,148 $3,934,831 $1,054,618 $1,064,338 $5,087,766 $4,999,169 $88,597 1.8%
2,872,433 2,640,398 200,640 181,779 3,073,073 2,822,177 250,896 8.9%
115,000 106,790 115,000 106,790 8,210 7.7%
47,965,049 46,517,787 47,965,049 46,517,787 1,447 262 3.1%
6,778,745 7,005,457 6,778,745 7,005,457 (226,712) -3.2%
13,792 (123,492) 13 15 13,805 (123,477) 137,282 -111.2%
1,678,576 719,182 1,678,576 719,182 959,394 133.4%
(788,063) 788,063 - -

62,668,680 60,800,953 2,043,334 1,246,132 64,712,014 62,047,085 2,664,929 4.3%
5,992,387 5,022,256 5,992,387 5,022,256 970,131 19.3%
9,860,969 9,606,117 9,860,969 9,606,117 254,852 2.7%
2,870,292 3,120,357 2,870,292 3,120,357 (250,065) -8.0%
1,376,200 1,045,438 1,376,200 1,045,438 330,762 31.6%

38,316,994 39,516,556 38,316,994 39,516,556 (1,199,562) -3.0%

466,731 588,161 466,731 588,161 (121,430) -20.6%
2,551,458 106,499 2,551,458 106,499 2,444,959 2295.8%
29,851 50,501 29,851 50,501 (20,650) -40.9%
644,770 649,650 644,770 649,650 (4,880) -0.8%

539,373 513,140 539,373 513,140 26,233 51%

155,319 99,702 155,319 99,702 55,617 55.8%

19,964 19,938 19,964 19,938 26 0.1%

61,464,882 59,055,885 1,359,426 1,282,430 62,824,308 60,338,315 2,485,993 4.1%
1,203,798 1,745,068 683,908 (36,298) 1,887,706 1,708,770 178,936 10.5%

20,955,767 19,210,699 200,533 236,831 21,156,300 19,447,530 1,708,770 8.8%

$22,159,565 $20,955,767 $884,441 $200,533 $23,044,006 $21,156,300 $1,887,706 8.9%




Financial Analysis of the Government’s Funds

As noted earlier, Portsmouth uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

Governmental funds The focus of Portsmouth’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing Portsmouth’s financing
requirements. In particular, unassigned fund balance may serve as a useful measure of a government's net
resources available for spending at the end of the fiscal year. As of the end of the current fiscal year, Portsmouth’s
governmental funds reported a combined ending fund balance of $10,855,019, a decrease of $1,576,338 in
comparison with the prior year's fund balance. Most of this total amount, $9,331,025 constitutes committed, assigned
or unassigned fund balance, which is available for spending at the government’s discretion. The remainder of fund
balance is non-spendable or restricted to indicate that it is not available for new spending because it is not in
spendable form or it is subject to external restrictions.

The General Fund is the operating fund of the Town of Portsmouth. At the end of the current fiscal year, committed,
assigned and unassigned fund balance of the General Fund was $9,827,189, while total fund balance reached
$10,057,799. As a measure of the General Fund's liquidity, it may be useful to compare committed, assigned and
unassigned fund balances and total fund balance to total fund expenditures. Committed, assigned and unassigned
fund balances and total fund balance represent 16.98 and 17.38 percent of total general fund budgeted expenditures,
respectively, which includes funds transferred to the School Department.

The fund balance of Portsmouth’s General Fund increased by $216,060 during the current fiscal year.
General Fund Budgetary Highlights

Actual revenues at June 30, 2014 were more than budgeted amounts by $202,795. The principal reason for this was
greater than anticipated police detail, ambulance and other revenue items. Tax Revenue and Department Revenue
(licenses & permits were below budget as a slow construction cycle and lower than anticipation collection of past due
taxes. These two items were $483,125 and $421,215 below budgeted amounts.

Actual expenditures were less than budgeted amounts by $33,052. Increased overtime resulting in budget overage of
$483,133 in public safety was off set by savings in other departments and $335,626 in debt service.

Special Revenue Fund Budgetary Highlights (School Department)
In the 2013-2014 fiscal year, School Department net revenues were less than budgeted amounts by $52,925.

Actual expenditures were less than budgeted amounts by $1,052,380. The principal reasons for this were savings in
special education tuitions, health care costs and less than expected professional development expenditures.

Capital Asset and Debt Administration

Capital Assets The Town of Portsmouth’s investment in capital assets for its governmental activities as of June 30,
2014, amounts to $30,286,698 (net of accumulated depreciation). This investment in capital assets includes land,
land improvements, construction in progress, buildings, building improvements, furniture and equipment, construction
equipment and vehicles. Current year additions for general infrastructure assets are also included. The total increase
in the Town’s investment in governmental activity capital assets for the current fiscal year was $2,446,393.

Long-term Debt At the end of the current fiscal year, the Town of Portsmouth had total bonded debt outstanding of
$14,900,507, entirely backed by the full faith and credit of the Town. This includes $1,100,000 incurred in Fiscal Year
2013-14.



State statutes limit the amount of general obligation bonded debt a town can issue to 3 percent of the net assessed
property values. However, all bonds approved through State enabling legislation and voter referendums are exempt
from the limit. At June 30, 2014 the Town had a debt limit of $92,283,048, which significantly exceeds the Town’s
outstanding general debt.

The Town of Portsmouth maintains an “AAA” rating from Standard & Poor’s Ratings Service on its general obligation
debt.

Additional information on the Town of Portsmouth’s long-term debt can be found in Note #7 on pages 40-41 of this
report.

Requests for Information

This report is designed to provide a general overview of the Town of Portsmouth’s financial results. Questions
concerning any of the information provided in this report for requests for additional financial information should be
addressed to the Finance Director, Portsmouth Town Hall, 2200 East Main Road, Portsmouth, RI 02871.



IOWN OF PORTSMOUTH, RHODE ISLAND

Statement of Net Position
June 30, 2014

Governmental Business-type
Activities Activities Total
ASSETS
Current Assets:
Cash and cash equivalents $ 11,066,917 128,158 11,195,075
Cash on deposit at NCRSEP 840,032 840,032
Investments 140,454 140,454
Real estate and personal property tax receivable, net 1,892,832 1,892,832
Ambulance receivables 320,131 320,131
Due from federal and state governments 807,536 11,929 819,465
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