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December 27, 2007

Honorable Mayor Michael T. Napolitano
and Members of the Cranston City Council
Cranston, Rhode Island

The Finance Department is pleased to present the Comprehensive Annual Financial Report (CAFR) of the City of
Cranston, Rhode Island for the year ended June 30, 2007. The report includes the independent auditors’ report as
required by Rhode Island Statutes. The report is prepared in conformity with generally accepted accounting
principles (GAAP) and standards set forth by the Governmental Accounting Standards Board (GASB).

Responsibility for both the accuracy of the data, and the completeness and fairness of the presentation, including all
disclosures, rests with the management of the City. Management of the City is responsible for establishing and
maintaining internal controls designed to ensure that the assets of the City are protected from loss, theft or misuse
and to ensure that adequate accounting data are compiled to allow for the preparation of financial statements in
conformity with generally accepted accounting principles. The intemnal controls are designed to provide reasonable,
but not absolute, assurance that these objectives are met. The concept of reasonable assurance recognizes that: (1)
the cost of a control should not exceed the benefits likely to be derived; and (2) the calculation of costs and benefits
requires estimates and judgments by management. To the best of our knowledge and belief, the enclosed data are
accurate in all material respects and are reported in a manner that presents fairly the financial position and results of
operations as measured by the financial activity of its various funds. All disclosures necessary to enable the reader
to gain an understanding of the City’s financial activities have been included.

Kostin, Ruftkess & Company, LLC, a public accounting firm fully licensed and qualified to perform audits of
municipalities within the State of Rhode Island, have audited the financial statements. The goal of the independent
audit was to provide reasonable assurance that the financial statements of the City of Cranston, Rhode Island for the
fiscal year ended June 30, 2007, are free of material misstatement. The independent audit involved examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements; assessing the accounting
principles used and significant estimates made by management; and evaluating the overall financial statement
presentation. The independent auditor concluded, based upon the audit, that there was a reasonable basis for
rendering an unqualified opinion that the City of Cranston’s financial statements for the fiscal year ended June 30,
2007, are fairly presented in conformity with GAAP. The independent auditor’s report is presented as the first
component of the financial section of this report.

GAAP require that management provide a narrative introduction, overview, and analysis to accompany the basic
financial statements in the form of Management’s Discussion and Analysis (MD&A). MD&A complement this
letter of transmittal and should be read in conjunction with it. MD&A immediately follows the independent auditors
report.




The independent audit of the financial statements of the City was part of a broader, federally mandated “Single
Audit” designed to meet the special needs of federal grantor agencies. The standards govering Single Audit
engagements require the independent auditor to report not only on the fair presentation of the financial statements,
but also on the audited government’s internal controls and compliance with legal requirements, with special
emphasis on internal controls and legal requirements involving the administration of federal awards. These reports
are available in a separately issued document.

PROFILE OF TIHFE CITY OF CRANSTON

The City was established as a City in 1754 and incorporated as a City in 1910. With a population of 79,267 as
determined by the 2000 U.S. Census, the City is the third most populous municipality in the State of Rhode
Island (the “State™). Primarily a residential community, the City contains many fine developments including
Dean Estates, Glenwoods, Woodridge, Garden Hills, Garden City and Comstock Gardens.

The City operates under a home rule charter adopted in 1962 (the “Charter™), providing for a mayor/council form
of government with a nine-member City Council headed by a Council President. The Charter vests all
legislative powers of the City in the City Council, including the ordering of any tax, the making of
appropriations and the transacting of any other business pertaining to the financial affairs of the City.

Cranston is located immediately south of Rhode Island's Capitol. The City covers an area of almost 30 square
miles, stretching from Narragansett Bay in the east to the Town of Scituate in the west. It is bordered on the
north by Providence and Johnston and on the south by Warwick, West Warwick and Coventry.

The two main arteries that pass through the City are Routes I-95 and I-295. These interstate muiti-lane
highways run north-south through the City. They provide direct access to Providence and other major cities such
as Boston (45 minutes north) and New York (3.5 hours south). Most of Rhode Island's hundreds of miles of
scenic coastline are within a half-hour’s drive. The City is also just minutes away from the State’s T.F. Green
Airport located in the City of Warwick.

Howard Industrial Park, located at the interchange of Interstate Route 95 and State Route 37, was the City's
major economic development success story of the 1970s and 1980s. This location is home to 38 companies with
a workforce of more than 3,000. Premiere national and international companies like Ross Simons and
Swarovski help to identify this area as one of the premier industrial parks in the State.

Cranston has one of the best educational systems in the state. It has well-maintained housing, modemn
recreational facilities and active civic organizations. Its reputation as a comfortable, prosperous city makes it
one of the most attractive areas in New England for both commercial and residential settlement.

Cranston is a city of contrasts. Heavily populated in the east, it remains largely rural in the west. Although
Cranston was incorporated as a city over 90 years ago, it never developed a true urban character. The
neighborhoods, which together constitute Cranston, maintain their rustic charm and separate small-town
warmth.

LOCAL ECONOMY
Population

Ranked third in population among the 39 cities and towns in the State in 2000, the City experienced a 4.2%
increase in population from 1990 to 2000.




LOCAL ECONOMY (CONTINUED)

Unemployment

The most recent labor market information summary indicates that annualized unemployment for the years
indicated was as shown in the following table:

Annualized
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
City of Cranston........ 52% 50% 44% 40% 42% 46% 5.0% 58% 52% 5.1%
State of Rhode Island 5.1 49 4.1 4.1 4.4 5.1 53 5.2 5.0 5.1
United States............. 4.9 4.5 4.2 4.0 4.8 5.8 6.0 5.5 5.1 4.6

Source: Rhode Island Department of Labor and Training,

LONG-TERM FINANCIAL PLANNING

The City of Cranston places a high priority on economic development initiatives in order to solicit and secure
new businesses as well as give continual support to the improvement of the City’s present business community,
improving the City’s tax base and the employment opportunities for Cranston residents. The City has
successfully implemented aggressive business recruitment and expansion programs and has reinvested heavily
in its urban business corridors. Through a variety of forward thinking legislative initiatives, the City offers
comprehensive investment incentives to increase the viability of new and existing development areas.

The City has a commitment to the economic development in all of its available areas and strives to achieve a
balance between appropriate land use and bringing higher quality jobs and living standards to its residents. With
the assistance of the City's Department of Economic Development, the City has been a leader in bringing
industrial and commercial development to its numerous sites over the past decade. Convenient highway access,
ample water and sewer services, and a tradition of excellent municipal services combine to provide the type of
environment that the business community seeks when considering expansion or relocation.

Industrial Pavk

Western Cranston Industrial Area - Currently, this is not only Cranston’s but one of the State of Rhode Island’s
fastest developing industrial parks, located centrally in the State at an interchange of Interstate Route 295 and
Route 14. This area continues to develop and become a generator of monies as part of the City’s important
industrial tax base. Nationally recognized companies like Con-Way Trucking, who operates a major new
terminal on 13 acres, and Bay State Florist, an international floral exporter, are just a few of the many industrial
tenants that have been attracted to this ever growing industrial area. Approximately 85 acres of fully serviced
industrial land with excellent highway access remain available for development.

Chapel View Shopping Center

Located directly across from Garden City, this new upscale mixed use shopping group, coupled with the many
high quality stores of its next door neighbor, will establish this area of Cranston as one of the leading shopping
centers of not only the State but the Southeastern New England region. Located on the former site of the State’s
Youth Training and Reform school, the developers have used a number of the former historic structures, all over
one hundred years old, to develop a European Village atmosphere that will have extensive upscale
condominiums, office space and retail components. Current tenants include Shaw’s Superstore Market, the
largest and newest for the food chain in this area, Omaha Steaks, REI sporting goods store and several
restaurants including Ted’s Montana Grill and Johnny Rockets. When completed, this area will be home to over
368,000 square feet of retail and living space.




LONG-TERM FINANCIAL PLANNING (CONTINUED)
Recent Development Initiatives

Cranston Parkade - The long awaited redevelopment of the 77-acre former Narragansett Brewery property is
completed. The Brewery Parkade has over 400,000 square feet of retail shopping area including such well-
known retailers as Lowe’s, Kmart, A.J. Wright, Super Stop & Shop, and several smaller stores. Phase II, the
office development phase, has begun with a new 120,000 square foot complex to house the Katherine Gibbs
School, which opened in January 2004 and accommodates over 1,500 attending students. National restaurant
chain, Texas Roadhouse, constructed what has become a very successful facility. The developers completed a
new state-of-the art Police Headquarters and Municipal Court for the City of Cranston in June of 2007.
Additional office buildings are currently in the planning stages and seven acres of additional open space has
been added with the razing of the former Trolley Barn, which was part of the original Brewery Site. This
substantial and visible economic redevelopment effort along Route 10 is proving to be a catalyst for the
redevelopment of other nearby former industrial sites.

Western Cranston Office/Retail Development - Taking advantage of a vacant 100-acre parcel at the interchange
of Interstate Route 295 and State Route 14, the City revised its zoning of the site to approve the construction of a
200,000 square foot retail complex and a 300,000 square foot office park. The construction of the retail
component of this development is completed, and is anchored by a Wal-Mart department store. The office park
will offer corporate office clients a landscaped business environment in a campus-like setting. Two new banks
have recently been added to this development and 108 units of apartment housing are also nearing completion at
this site bringing together all of the latest components of mixed use development.

Citizens Bank Expansion - The Citizens Bank technology service center, located in the former Davol Company,
is already the City’s single largest office employer. Citizens Bank has continued its major expansion of 90,000
square feet and another 800 jobs at this Cranston facility. Located in close proximity to both the Chapel View
and the Garden City Shopping Centers, it provides an excellent complement to the retail and service
establishments located nearby.

Tasca Ford Lincoln Mercury - Nationwide the largest Ford dealership, Tasca recently expanded its Regional
headquarters in Cranston. The project resulted in the redevelopment of some additional State property as well as
a vacant industrial building to create a state-of-the-art Ford Lincoln Mercury Dealership and Service Center that
is a model for other Ford dealerships throughout the United States.

Taco Manufacturing Expansion - A well known industrial/commercial valve and pump producer with
worldwide distribution, is curently undergoing an expansion to increase the size of its facility from 40,000
square feet to over 200,000 square feet. The expansion will allow Taco to consolidate all of its operations to one
central location. This expansion is a further example of the revitalization of the Cranston Street area.

Relevant Financial Policies

The City’s financial policies have been applied consistently with the prior year and had no notable current year effect
on the financial statements. There were no developments at the State level that impacted the current year financial
statements.




Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate
of Achievement for Excellence in Financial Reporting to the City of Cranston for its Comprehensive Annual
Financial Report for the fiscal year ended June 30, 2006. In order to be awarded a Certificate of Achievement, a
government must publish an easily readable and efficiently organized comprehensive annual financial report.
This report must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current Comprehensive
Annual Financial Report continues to meet the Certificate of Achievement Program’s requirements and we are
submitting it to the GFOA to determine its eligibility for another certificate.

I would like to take this opportunity to thank the members of the Finance Department in the Division of
Accounting Control, Treasury and Tax Collection, Contract and Purchase, Assessment and Management
Information Systems for their diligence and cooperation on a daily basis in carrying out the duties and
responsibilities of this department. The success that the Finance Department has enjoyed is due to their efforts.

I want to extend the grateful appreciation of all Finance Department employees and to you, Mayor and members
of the City Council, for the confidence yvou have shown in us.
Sincerely,

Corsino Delgado, CTP
Director of Finance
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INDEPENDENT AUDITORS' REPORT

Board of Finance
City of Cranston, Rhode Island

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 City of Cranston, Rhode
Island, as of and for the year ended June 30, 2007, which collectively comprise the City’s basic financial
statements as listed in the table of contents. These basic financial statements are the responsibility of the City's
management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States 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
andit to obtain reasonable assurance about whether the basic financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the basic financial statements. An audit also includes assessing the accounting principles used and the
significant estimates made by management, as well as evaluating the overall basic financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of Cranston, Rhode Island, as of June 30, 2007, and the respective
changes in financial position and cash flows, where applicable, thereof for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 27, 2007,
on our consideration of the City's internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

The Management Discussion and Analysis, Schedule of Funding Progress - Cranston Retirement and OPEB
Systems and budgetary comparison information on pages 11 through 25 and pages 70 through 72, respectively,
are not a required part of the basic financial statements but are supplementary information required by
Governmental Accounting Standards Board, We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.




City of Cranston, Rhode Island
Page Two

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Cranston, Rhode Island’s basic financial statements. The introductory section and the
accompanying financial information listed as supplemental schedules in the table of contents are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The combining
fund financial statements and other schedules as listed in the table of contents have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in
all material respects in relation to the basic financial statements taken as a whole. The introductory section and
statistical section have not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we express no opinion on them.

New London, Connecticut
December 27, 2007




MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2007

As management of the City of Cranston, Rhode Island, we offer readers of the City of Cranston’s financial
statements this narrative overview and analysis of the financial activities of the City for the fiscal year ended
June 30, 2007,

It is designed to assist the reader in focusing on significant financial issues that the City has encountered.

Financial Highlights

e The City’s total net assets decreased by $7.1 million (or 38.7%). The governmental net assets
decreased by $8.1 million (or 40.0%) and the business-type net assets increased by $1.0 million (or
2.6%).

¢ The governmental activities revenue increased $8.0 million (or 3.4%) and the net results from activities
decreased by $10.6 million. In 2007, the results of activities produced a decrease in net assets of $8.1
million and in 2006, the results of activities produced an increase in net assets of $2.5 million.

¢ The business-type activities revenue decreased by $2.9 million (or 12.4%) and the net results from
activities decreased by $3.2 million (or 76.2%). In 2007, the results of activities produced an increase
in business-type net assets of $1.0 million, while in 2006, the results of activities produced an increase
of $4.2 million in business-type net assets.

¢ The General Fund (the primary operating fund) reflected on a current financial resource basis reports a
decrease in fund balance of $1.3 million (or 6.4%), compared to an increase of $0.3 million in the prior
year.

¢ The City’s Total Debt decreased by $6.2 million. The decrease is due to the scheduled repayment of
outstanding debt.

Overview of the Basic Financial Statements

This annual report consists of a series of financial statements. The Statement of Net Assets (Exhibit A) and the
Statement of Activities (Exhibit B) provide information about the activities of the City as a whole and present a
longer-term view of the City’s finances. For governmental activities, the fund financial statements tell how
these services were financed in the short term as well as what remains for future spending. Fund financial
statements also report the City’s operations in more detail than the government-wide financial statements by
providing information about the City’s most significant funds. The remaining statements provide financial
information about activities for which the City acts solely as a trustee or agent for the benefit of those outside of
the government.




MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED

Government Wide Financial Statements:

Reporting the City as a Whole

One of the most important questions asked about the City’s finances is, “Is the City as a whole better off or
worse off as a result of the year’s activities?” The Statement of Net Assets and the Statement of Activities
report information about the City as a whole and about its activities in a way that helps answer this question.
These statements include all assets and liabilities using the accrual basis of accounting, which is similar to the
accounting used by most private-sector companies. All of the current year’s revenues and expenses are taken
into account regardless of when cash is received or paid. These two statements report the City’s net assets and
changes in them. You can think of the City’s net assets, the difference between assets and liabilities, as one
way to measure the City’s financial health, or financial position. Over time, increases or decreases in the City’s
net assets are one indicator of whether its financial health is improving or deteriorating. You will need to
consider other non-financial factors, however, such as changes in the City’s property tax base, to assess the
overall health of the City.

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

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

The statement of activities presents information showing how the City’s net assets changed during the most
recent fiscal year. All changes in net assets 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).

The government-wide financial statements present the functions of the City that are principally supported by
taxes and intergovernmental revenues (governmental activities). The governmental activities of the City include
general government, finance, public safety, public works, public library, parks and recreation, education, social
services and interest expense.

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 City uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the City can be
divided into three categories: governmental funds, proprietary funds, and fiduciary 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-termn 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 City’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 City’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.
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The City maintains 24 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 Capital Projects Fund, both of which are considered to be major funds. Data
from the other 22 governmental funds are combined into a single, aggregated presentation. Individual fund data
for each of these nonmajor governmental funds is provided in the form of combining statements elsewhere in
this report.

Some funds are required to be established by State law and by bond covenants. However, the City Council
establishes many other funds to help it control and manage money for particular purposes (like the construction
of the Briggs Farm recreational facility) or to show that it is meeting legal responsibility for using certain taxes,
grants and other money (like grants received from the U.S. Department of Housing and Urban Development).

The City adopts an annual budget for its General Fund and School Department. A budgetary comparison
statement has been provided for the for each of them as required supplementary information to demonstrate
compliance with this budget.

Proprietary fund. The City maintains four proprietary funds. The City charges customers for the services it
provides-whether to outside customers or to other units of the City-these services are generally reported in
proprietary funds. Proprietary funds are reported in the same way that all activities are reported in the
Statement of Net Assets and the Statement of Activities. In fact, the City’s enterprise funds (a component of
proprietary funds) are the same as the business-type activities we report in the government-wide statements but
provide more detail and additional information, such as cash flows, for proprietary funds. Internal service funds
(the other component of proprietary funds) are used to report activities that provide services for the City’s other
programs and activities-such as the Insurance and Risk Management Fund Internal service funds are an
accounting device used to accumulate and allocate costs internally among the Town’s various functions. The
City uses an internal service fund to account for certain self-insured risks. Because these services
predominantly benefit governmental functions, they have been included within governmental activities in the
government-wide financial statements.

The data for the internal service fund is provided in Exhibits F, G, and H 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 City’s own programs. The accounting used for
fiduciary funds is much like that used for proprietary funds.

Notes to the basic 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.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the Town’s progress in funding its obligation to
provide pension and other post employment benefits to its employees. Additional the budgetary compliance
schedules are presented for the General fund and the School Department. Required supplementary information
can be found following the notes.

The combining statements referred to earlier in connection with nonmajor governmental funds are presented
immediately following the required supplementary information.
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Reporting the City’s Most Significant Funds (Continued)
GOVERNMENT-WIDE FINANCIAL ANALYSIS
Statement of Net Assets

Included below is a condensed Statement of Net Assets for the City of Cranston. The condensed format allows
the reader to view the overall financial position of the City.

Condensed Statement of Net Assets

As of June 30
(In Millions)
Governmental Activities Business-type Agctivities Total
2007 2006 2007 2006 007 2006
Assets:
Current and other assets............. $ 64.8 $ 83.9 $ 109 $135 $ 757 $974
Capital assets......coeorverrevercnrienns 112.3 102.8 70.6 71.5 182.9 174.3
Total assets......ueneeeneevcnann, 177.1 186.7 81.5 85.0 258.6 2717
Liabilities:
Long-term liabilities
outstanding .......cveverevversnenienns 176.2 188.9 5.6 11.6 181.8 200.5
Other liabilities ..vocrevvreenrensenrens 29.2 18.0 36.3 348 63.6 52.8
Total liabilities ..........uuuunn. 205.4 206.9 41.9 46.4 2454 253.3
Net assets:
Invested in capital assets,
net of debt....eeerviviiicrinns 28.5 12.9 63.8 62.8 923 75.7
Restricted......cceciieniiiiineeieeeenee 2.5 9.5 1.0 42 3.5 13.7
Unrestricted .....oovvveevneresirerereeenes (59.3) (42.6) (25.2) (28.4) (84.5) (71.0)
Total net assets......neeeeann... I 1v1.%)) $(20.2) £ 39.6 § 386 $11.3 $184

The composition of net assets and the changes in net assets over a period of time serves as a useful indicator of
the City’s financial position. The City’s total assets at June 30, 2007, exceed liabilities by $11.3 miilion. Ofthe
net assets, $(84.5) million are Unrestricted Net Assets. The City’s net assets are comprised of $(28.3) million
from governmental activities and $39.6 million from business-type activities.




MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)
Condensed Statement of Net Assets (Continued)

Invested in capital assets, net of related debt comprises $92.3 and $75.7 million of net assets at June 30, 2007
and 2006, respectively. This category reflects the total invested in capital assets (vehicles, equipment, etc.) net
of any related debt used to acquire capital assets. These capital assets are used to provide services to citizens
and do not represent resources available for future spending. Although the City’s investment in its capital assets
is reported net of related debt, it should be noted that the resources needed to repay this debt must be provided
from other sources, since the capital assets cannot be used to liquidate these liabilities.

The second category of net assets, Restricted Net Assets, represents net assets that are subject to external
restriction on how they may be used. Restricted Net Assets totaled $2.5 million for governmental activities and
$1.0 million for business-type activities. These consisted predominantly of construction commitments for
existing capital projects of $2.3 million in governmental activities and $0.4 million in business-type activities.
Additionally, in business-type activities, these restrictions consisted of cash reserves required by bond
agreement totaling $0.5 million.

Normal Impacts

There are six basic (normal) transactions that will affect the comparability of the Net Assets summary
presentation:

Net Results of Activities - which will impact (increase/decrease) current assets and unrestricted net assets.

Borrowing for Capital - which will increase current assets and long-term debt.

Spending Borrowed Proceeds on New Capital - which will reduce current assets and increase capital assets.
There is a second impact, an increase in invested in capital assets and an increase in related net debt which will
not change the invested in capital assets, net of debt.

Spending of Non-borrowed Current Assets on New Capital - which will (a) reduce current assets and
increase capital assets and (b) reduce unrestricted net assets and increase invested in capital assets, net of debt.

Principal Payment on Debt - which will (a} reduce current assets and reduce long-term debt and (b) reduce
unrestricted net assets and increase invested in capital assets, net of debt,

Reduction of Capital Assets through Depreciation - which will reduce capital assets and invested in capital
assets, net of debt.

Governmental Activities-Condensed Statements of Net Assets

The major component of the “Current and Other Assets™ category is cash and cash equivalents” of $31.1
million. This category is also comprised of “Investments” of $15.7 million. Cash and cash equivalents
increased $8.7 million due to investments being liquidated for operating purposes. Investments decreased by
$28.3 million due to the investment in fixed assets and transfers to operating cash accounts,
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

Governmental Activities-Condensed Statements of Net Assets (Continued)

June 30, 2007 (Continued)

The long-term liabilities outstanding at fiscal year end was $176.2 million, of which $86.0 million consisted of
general obligation bonds, leases payable, and certificates of participation. The proceeds from these obligations
were used to fund various capital projects (such as school construction and playground construction and
improvements).

Total net assets at June 30, 2007 was comprised of unrestricted net assets of $(59.3) million with the balance
consisting of “Restricted” of $2.5 million and “Invested in Capital Assets Net of Related Debt” of $28.5
million.

Business-Type Activities-Condensed Statements of Net Assets

For business-type activities, such as the Sewer Enterprise Fund, there are two major components of current and
other assets. Cash and cash equivalents” of $4.5 million were available to support the current operations of the
Enterprise Funds. The remaining balance of Current and other assets, $6.4 million, consists primarily of
receivables totaling $3.3 million, a lease payment receivable of $3.2 million and restricted cash of $0.5 million.

Long-term liabilities of $10.5 million represents amounts due for general obligation bonds used to finance the
capital operations of the Sewer Plant as well as SRF (state revolving fund) loan from Rhode Island Clean Water
Finance Agency. Other labilities” consisted primarily of unearned revenue” of $28.8 million and $2.5 million
of accounts payable, and $0.4 million of other miscellaneous payables.

Invested in capital assets, net of related debt is the major component of net assets for business-type activities at
a total of $63.8 million. As stated above, in the government-wide analysis of the Statement of Net Assets, the
total of $1.0 million is for restricted net assets”. The balance of $(25.0) million comprises unrestricted net
assets”.

Statement of Activities

A condensed Statement of Activities for the City of Cranston is presented below listing the major categories of
revenues and expenses for the fiscal years ended June 30, 2007 and 2006.

Condensed Statement of Activities
Year Ended June 30 (In Millions)

Governmental Activities Business-Type Activities Total
2007 2006 2007 2006 2007 2006
Revenues:
Program revenues:
Charges fOr ServiCes....ouvurenrerrannas $ 168 § 17.2 $19.1 $20.1 $359 $373
Operating grants and contributions. 55.0 51.7 i1 1.1 56.1 52.8
Capital grants and contributions...... 0.7 0.1 2.0 0.7 2.1
General Revenues:
Property taxes .ovverveenrenvcrvesnereennns 162.0 159.0 162.0 159.0
Grants and contributions not
restricted to specific programs...... 55 5.6 55 5.6
Unrestricted investment earnings ... 39 2.3 0.2 0.1 4.1 2.5

Total revenues .........eeeueeeennne... 243.9 235.9 204 233 264.3 259.3
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

Statement of Activities (Continued)

Governmental Activities Business-Type Activities Total

2007 2006 2007 2006 2007 2006

Program Expenses:
General government...........cccceveenee. 147 10.0 14.7 10.0
Public safety ......ccoveereveerceneenene. 69.8 66.1 69.8 66.1
Public WOIKS ..veceeveeeceverceerenereneeenne 13.1 124 13.1 12.4
Education.......couceeceecinererieninerernnnnns 140.0 128.5 140.0 128.5
Parks and recreation.........cceevvrureann. 2.6 24 2.6 24
Libraries......c.ceocvrmeerrnrerrressnrrrnsresener 31 2.8 3.1 2.8
SENior SEIrvICeS...cceemrerrrrnrrrerrrrrrerennas 29 2.6 2.9 2.6
L0111 1=) OO 3.2 2.9 32 2.9
Community developmeent................ 1.9 2.0 1.9 2.0
SEWET 1evrvssersrsermrsnrrrnssserrersreseesansaneens 16.2 16.2 16.2 16.2
Interest and other costs ........cceen..... 3.9 6.6 3.9 6.6
Total expenses.........ocovvevevenseanas 252.0 2334 194 19.1 271.4 252.6
Change in net assets ........................ (8.1) 2.5 1.0 4.2 (7.1) 6.7
Net assets — July 1,( as restated) ...... (20.2) (22.7) 38.6 34.4 184 11.7
Net assets —June 30......................... $(283)  $(20.2) $39.6 $38.6 $11.3 $ 184

The Condensed Statement of Net Assets presents revenues, expenses and changes in net assets separately for
governmental activities and business-type activities. The condensed format allows for presentation of program
revenues (charges for services, operating grants and contributions and capital grants and contributions) followed
by a listing of General Revenues to support the City’s overall government or business-type activities. Expenses
are presented on a functional basis, with depreciation on fixed assets directly allocated to the related expense.

Governmental Activities-Condensed Statement of Activities

General revenues include all revenues not required to be reported as program revenue”. The other general
revenues” of $171.4 and $166.9 million includes $162.0 and $159.0 million in property taxes for the years
ended June 30, 2007 and 2006, respectively.

Program expenses” are presented in the Condensed Statemnent of Activities by function and total $252.0 and
$233.4 million (including interest on long-term debt) for the fiscal years June 30, 2007 and 2006.
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Business-Type Activities — Condensed Statement of Activities

Business-Type Activities provided by the City of Cranston consists primarily of the operation of wastewater
facility commonly know as the Sewer Enterprise Fund. The majority of revenues for this fund consist of
charges for services. In fiscal years 2007 and 2006, the City generated $19.1 and $20.1 million, respectively, in
charges for services.

The City reports the total amount of expenses for business-type activities as $19.4 and $19.1 million, as
restated, for the fiscal years ended June 30, 2007 and 2006, respectively.

Financial Analysis of City’s Funds

Governmental Funds

The City of Cranston’s governmental funds consists of two major funds. The major funds are the City’s
General Fund and the School Department. Presented below is a condensed Balance Sheet for the two major
funds of the Governmental funds.

Combined fund balances for the Governmental Funds was $35.2 million. Fund balance was comprised of $32.7
million unreserved fund balances and $2.5 million reserved fund balances. Under the modified-accrual basis
for Fund Financial Statements, the emphasis is on accounting for current financial resources of the City. Assets
of $60.8 million include primarily $30.0 million in “Cash and Cash Equivalents”, $15.7 million in
“Investments”, $2.4 million in “Taxes Receivable”, $7.0 million in “Interfund Receivables”, $2.2 million “Due
From Other Governments™ and the remaining $3.5 million in “Loans™ and “Other Current Assets”. Liabilities
of $25.6 million consisted of $7.3 million in “Accounts Payable”, $1.2 million in “Due to Other Funds®”, $7.5
million in “Unearned Income and Other”, $7.0 million of “Claims Payable” and $2.6 million of other
miscellaneous liabilities.

Governmental Funds (Continued)

Condensed Balance Sheet

As of June 30
(In Millions)
General School Total Major
Fund Department Funds
2007 2006 2007 2006 2007 006
Assets:
Current and other assets........ $32.1 $37.5 $4.3 $5.2 $36.4 $42.7
Total assets.......neuneeennnnn... 32.1 37.5 4.3 52 364 42.7
Liabilities:
Other liabilities ........oveeirvnenns 13.5 17.6 3.7 3.7 17.2 21.3
Total liabilities.................. 13.5 17.6 3.7 37 17.2 21.3
Fund Balance:
Reserved ....ovivvveevvvvnnnerinsennns 0.2 0.1 04 0.3 0.4
Unreserved.......ovvveeevrreenenne 18.5 19.9 0.5 1.1 19.0 21.0

Total fund balance........... $18.7 $19.9 $0.6 $1.5 $19.3 $21.4
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General Fund - Condensed Balance Sheet

June 30, 2607

The General Fund’s” total assets of $32.1 million consists primarily of $7.6 million in cash and cash
equivalents”, $15.7 million of investments”, $2.4 million of taxes receivable and $4.7 million of
“intergovernmental

Total liabilities for the General Fund were $13.5 million. Accounts payable” amounted to $1.4 million, $5.2
million represent unearned Income, claims payable of $5.0 million, and $1.9 million in other interest and
liabilities.

The City’s fund balance was $18.7 million, at June 30, 2007. Of that, $18.5 million was unreserved.

School Department - Condensed Balance Sheet

The School Department’s total assets were $4.3 million. The majority of that consisted of $0.9 million in cash
and cash equivalents, $1.7 million in other receivables”, $0.7 million of advance deposits”, and $1.0 of due
from other funds.

Liabilities for the School Department totaled $3.7 million. The majority of that consisted of accounts payable”
of $1.5 million and other liabilities of $2.2 million. The School Department had fund balance of $0.6 million.
This was comprised of $0.1 million reserved fund balance and a balance of $0.5 million in unreserved fund
balance of which $0.4 million has been designated for specific purposes. For the prior fiscal year, unreserved
fund balance” was $1.0 million and reserved fund balance” was $0.5 million, a decrease of $0.5 million and
$0.4 million, respectively.

Condensed Statement of Revenues, Expenditures and Changes in Fund Balances

A condensed Statement of Revenues, Expenditures and Changes in Fund Balances for the City of Cranston is
presented below listing the major categories of revenues and expenditures for the fiscal years ended June 30,
2007and 2006 The major funds for the City of Cranston are the “General Fund” and the “School Department.”

The fund reporting format, also presented on a functional basis, presented in “Exhibit D - Statement of
Revenues, Expenditures and Changes in Fund Balances™ presents all revenue types followed by the expenses
for the City. However, for the fund financial statements, the City reports only current year capital expenditures
and does not report depreciation on capital assets and reports principal payments on long-term liabilities only as
current year expenditure and not the related long-term liability as within the Government-Wide Financial
Statements. The major source of revenues comes from the “General Property Taxes” of $147.2 and $146.0
miilion, respectively. Total revenues for all governmental funds for the years ending June 30, 2007 and 2006
were $242.7 and $234.6 million, respectively. For the Governmental Funds, the total expenditures for the years
ending June 30, 2007and 2006 were $266.1 and $234.4 million, respectively. For the year ended June 30, 2007,
General Fund revenues exceeded expenditures by $69.3 million before other financing sources (uses).
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

Condensed Statement of Revenues, Expenditures and Changes in Fund Balances (Continued)
Condensed Statement of Revenues, Expenditures and Changes in Fund Balances

Year Ended June 30
(In Millions)
Total Major
General Fund School Department Governmental
2007 2006 2007 2006 2007 2006
Revenues:
General Revenues:
Property 1axes ..ovveeeeevevecreernensseeseennens $147.2 $146.0 $147.2 $146.0
Intergovernmental.............coovvernreernrnnas 9.9 10.0 $42.7 $39.8 52.6 49.8
Charges for services......ocvcveeecercrecnncn. 114 7.9 2.1 2.0 13.5 9.9
Investment iNCOME.......cvvvvreverrrrrsresrenses 31 1.5 31 1.5
L6111 (OO 0.2 4.5 0.3 0.2 0.5 4.7
Total revenues.............ueeeenenne.. 171.8 169.9 45.1 42.0 216.9 211.9
Expenditures:
Current:
General government...........ccvveevevveenes 10.5 7.9 10.5 7.9
Public safety ......ccoverevenveemrrrererianennnns 63.3 58.9 63.3 58.9
Public Works ........ceeeeeecereieeeenee. 12.5 12.5 12.5 12.5
Education........cevecvrveveerecrenrneeceseennne 130.5 120.5 130.5 120.5
Parks and recreation........ccocceeeereennnnen. 2.0 2.1 2.0 2.1
Public libraries......coeceveerevrerrerrvcerenes 3.0 2.8 3.0 2.8
SEnIOT SEIVICES .uiviiernrirrseenresirerererseenns 2.8 2.5 2.7 2.5
L0111 OSSR 0.2 0.1 0.2 0.1
Debt Service:
Principal...ccocvceeveeeevrenreccerrererrcrenene 4.5 3.8 4.5 3.8
Interest and other Costs ......oerrverreeranes 3.7 5.7 37 5.7
Capital:
Capital expenditures ...........ccoccrreenene.
Total expenditures.................onen.... 102.5 96.3 130.5 120.5 2329 216.8
Excess (deficiency) of revenues over
expenditures before other financing
SOUICES (USES).reurererrrreeerreerererresnescanrananns 69.3 73.6 (85.4) (78.5) (16.1) (4.9)
Other Financing Sources (Uses):
Transfers in.....cvvevveeececincseesercecceneanne 13.9 10.7 84.5 79.0 98.4 89.7
Transfers Qut........ccoeevevevcceeeerrneneeenn (84.5) (84.0) (84.0) (84.0)
Net other financing sources (uses).. (70.6) (73.3) 84.5 79.0 13.9 5.7
Net change in fund balances................. (1.3) 0.3 (0.9) 0.5 2.1 0.8
Fund balance July I ..........ouevevvcvecnenne i9.9 19.6 1.5 1.0 214 20.6

Fund balance June 30 ... $ 186 $ 199 $ 06 $ 1.5 $ 193 $ 214
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

Condensed Statement of Revenues, Expenditures and Changes in Fund Balances (Continued)
Review of Governmental Major Funds-Statement of Revenues, Expenditures and Changes in_Fund

Balances-General Fund

The City’s General Fund had revenues of $171.8 million for the fiscal year ended June 30, 2007. This was
comprised of $147.2 million in “General Property Taxes”, $9.9 million of “Intergovernmental” revenues, $11.4
million in “Charges for Services”, $3.1 million in “Investment Income”, and $0.2 million in “Qther” revenue.

Expenditures for the General Fund for fiscal year ended June 30, 2007 were $102.5 million. These expenditures
consisted of $10.5 million in General Government expenditures, $63.3 million of “Public Safety” expenditures,
$12.5 million of “Public Works” expenditures, $2.0 million of “Parks and Recreation” expenditures, $3.0
million of “Public Libraries” expenditures, $2.7 miliion of “Senior Services” expenditures, $0.2 million of
“Other” expenditures, $4.5 million of “Debt Service Principal” expenditures, and $3.7 million of “Interest and
Other Costs™.

In addition to general operating expenses, the “General Fund” also had “Net Other Financing Uses” of $(70.6)
million. This was composed of $(84.5) million transfer to the “School Department”. This also included $13.9
million in “Transfers In” from “Other Governmental Funds” for excise tax phase-out.

The net change in fund balances was $(1.3) million for the fiscal year ended June 30, 2007. This was primarily
due to the following:

¢ Increase in Charges for Services of $3.5 million and an increase in investment income of $1.6 million
offset a decrease in Other revenue of $4.3 million.

* Increase of $2.6 million in General Government Expenditures relating to the recording of claims
payable and an increase in Public Safety of $4.4 million relating to increased labor costs as well as the
cost associated with moving to a new police facility.

¢ Increase in Debt Service Expenditures of $0.7 million due to primarily to an additional principal
payment from the General Obligation Bond issued in June 2006.

Review of Governmental Major Funds-Statement of Revenues, Expenditures and Changes in Fund
Balances-School Department

The “School Department” had revenues for the year ended June 30, 2007 of $45.1 million. This was derived
from $42.7 million of “Intergovernmental” revenues and $2.4 million of “Other” revenues.

Expenditures for the “School Department” totaled $130.5 million. This entire amount represents expenditures
related to “Education”.

In addition to general operating revenues, the “School Department” also received $84.5 million of “Other
Financing Sources” in the form of “Transfers In” from the “General Fund”.

The “Excess (Deficiency) of Revenues and Other Sources Over Expenditures and Other Uses” was $(0.9)
million for the fiscal year ended June 30, 2007.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

Proprietary Funds

The Proprietary Funds consist of the Sewer Fund, the Public Facilities Management Foundation, the School
Lunch Program, and the Internal Service Funds. The major source of revenues consists of “Charges for Usage
and Service” of $18.4 million. Total operating revenues were $19.5 million. Total operating expenses for the
year ending June 30, 2007, for the Proprietary Funds were $19.9 million. The “Contract Payments” of $13.1
million for sewer privatization comprise the majority of the expenses. Net “Non-Operating Revenues” for the
year ending June 30, 2007 were $1.1 million. The Proprietary Funds ended fiscal year 2007 with $0.4 million
more in expenditures than revenues. Net Assets “Invested in Capital Assets, Net of Related Debt” was $63.8
million at June 30, 2007. Unrestricted Net Assets were $(24.3) million at June 30, 2007, compared to $(24.6)
million at June 30, 2006, as restated, an increase of $0.3 million or 1.2%.

Analysis of Significant Budget Variations in the General Fund

For the year ended June 30, 2007, the General Fund Revenues were less than budget projections by $(2.9)
million or 1.3%. General Fund Expenditures were less than the budget by $1.5 million or 0.7%. This resulted
in $1.4 million of negative variance from revenues in excess of expenditures in the General Fund for the year
ending June 30, 2007,

Significant revenue variances include:

* Property taxes — Unfavorable variance of $1.5 million due to a change in calculating the assessed value
of motor vehicles values for budget purposes.

¢ Intergovernmental — Favorable variance of $0.9 million due to an increase in excise tax phase-out
payments from the State of Rhode Island related to the change in calculating the assessed value of
motor vehicles values.

* Investment Income — Favorable variance of $3.4 million mainly due to a policy change related to
recording bond and other special revenue fund investment income in the General Fund.

Significant expenditure variances include:

¢ Law — Unfavorable variance of $3.6 million due mainly to $4.0 million charged for required claims
payable.

* Rescue Fund — Favorable variance of $2.7 million due to expenditures recorded in conjunction with the
City’s residents’ third party rescue fee runs.




MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED

CAPITAL ASSETS AND LONG-TERM LIABILITIES

Capital Assets

The City of Cranston’s investment in capital assets for its governmental and business-type activities as of
June 30, 2007 and 2006, as restated, amounted to $182.9 and $174.3 million, respectively (net of accumulated
depreciation). This investment in capital assets includes land, buildings, motor vehicles, machinery and
equipment and office furniture and equipment, and infrastructure.

The presentation below for the current fiscal year lists the major categories of capital assets for governmental
activities and business-type activities. Infrastructure assets, assets that are long-lived and can be preserved for a
significantly greater number of years than most capital assets and that normally are stationary in nature such as
streets, sidewalks and curbing are subject to different rules under the standards established by GASB 34. All
infrastructure assets are included in the City’s capital assets.

Capital Assets at Year End

(In Millions)
(As Restated)
Governmental Business-Type
Activities Activities Total
2007 2006 2007 2006 2007 2006

Land....coirereorerceceeneneeeenen $ 111 $ 11.1 $ 03 $ 04 $ 114 $ 115
Construction in progress......... 50 1.1 5.8 6.1 5.8
Land improvements ........ccoe.. 10.9 9.5 0.3 0.3 11.2 9.8
Buildings......cooevvererieneccnnene. 62.5 59.1 62.5 59.1
Motor vehicles......cvverereerenns 14.9 14.4 14.9 14.4
Equipment.......cccocvcereniecnncne. 9.3 7.8 1.0 1.0 10.3 8.8
Infrastructure .....coveceecereererennene 82.2 81.6 82.2 81.6
Leasehold improvements........ 0.1 0.1 0.1 0.1
Sewer lin€s.....cccceveevienvvcninnnnne 46.6 46.5 46.6 46.5
Treatment and pumping plant. 81.1 74.9 81.1 74.9
Total assers............cvvvrevvnnnens 195.9 183.5 130.5 129.0 326.4 3125
Less: accumulated depreciation __(83.7) (80.7) (59.9) (57.5) (143.6) (138.2)
Net capital assets.................... $112.2 $102.8 $ 706 $ 71.5 $i182.8 $1743

The City’s investment in capital assets for its governmental and business-type activities as of June 30, 2007
were $326.4 million less accumulated depreciation of $143.6 million for a net investment in capital assets of
$182.8 million.

Governmental Activities:

Major capital asset additions during the fiscal year ended June 30, 2007 included the following:

¢ $5.0 million of construction in progress for a media center at Cranston High School East.
¢  $3.4 million for various building upgrades related to fire code issues.




MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED

CAPITAL ASSETS AND LONG-TERM LIABILITIES (CONTINUED)

Capital Assets (Continued)
Business-Type Activities:

Major capital asset additions during the fiscal year ended June 30, 2007 included the following:

¢  §6.1 million of treatment and pumping plant equipment.

Additional information on the City’s capital assets can be found on Note IIL. C. of this report.

Long-Term Liabilities

As of June 30, 2007, the governmental activities had total long-term obligations of $183.7 million. Of that,
$82.2 million related to bonded debt guaranteed by the City’s assets. The City currently has $3.8 million in
leases payable. The business-type activities had total long-term debt of $10.5 million. Of that, $7.0 million
related to State Revolving Loans (SRF) from Rhode Island Clean Water Finance Agency and $3.5 million
related to Certificates of Participation that relate to the Public Facilities Management Foundation. The (SRF)
funds are available for projects related to clean water. The $3.5 million of Certificates of Participation relate to
acquisition and improvements of the Public Works Facility. See Note IILF.1. for further explanation of
outstanding debt.

Based on an actuarial valuation completed as of July 1, 2007, the liability for unpaid pension contributions
decreased by $1.1 million from $88.6 million at June 30, 2006 to $87.56 million at June 30, 2007..

Additional information can be found in Note IIL.F.1.

Debt Outstanding

For the year ending June 30, 2007, the City had $96.4 million in debt (bonds, notes, etc.) outstanding compared
to the $102.6 million at June 30, 2006, net decrease of $6.2 million 6.0% (considering debt retirement and new
issues). The key factor for this decrease was $6.0 million in principal payments made during fiscal year 2007.

Outstanding Debt, at June 30

(in Millions)
2007 2006
Governmental:
General obligation bonds..........ccovvvvvvrvrrvcrieesrserresesresrrsressessesssssssesesans § 821 $86.6
Capital IEASE....cceiciecirerrr e ecerre e s s s e st s e e e e e e e saeern e nrneas 38 4.4
SUBLOLAL ... ceceeiererrecrerresteerestre s st eres e sesses s s e s sssanesennranens 85.9 91.0
Business-type:
Sewer reVOIVING 10ANS......cuvrererrererernreereraeeersseraereveessssesasnesesessssasnsssnsnnens 7.0 7.8
Certificates of partiCipation ..........covrureveereremsessessessrreressersesnesssseersesnesrassens 35 3.8
SUBLOLAL ...ttt st rerae s 10.5 11.6
TOUAL. ...ttt e s s e s b s e b b e e nnnerne s $96.4 $102.6

Principal payments of $4.2 million and $1.1 million were made in the governmental and business-type
activities, respectively, during fiscal year 2007.




MANAGEMENT DISCUSSION AND ANAYYSIS, CONTINUED

CAPITAL ASSETS AND LONG-TERM LIABILTIIES (CONTINUED)

Except as explained below, under Rhode Island law the City may not, without special statutory authorization,
incur any debt that would increase its aggregate indebtedness not otherwise excepted by law to an amount
greater than 3% of the taxable property of the City. Deducted from the computation of aggregate indebtedness
is the amount of any borrowing in anticipation of taxes authorized by law and the amount of any sinking funds
maintained by the City. There is currently no outstanding debt of the city subject to the 3% debt limit. The
current 3% debt limit of the City is $257 million based on taxable property as of December 31, 2005, of
approximately $8.6 billion. On June 30, 2007, the City had $79.5 million of debt outstanding that is outside the
3% debt limit.

The City’s bond ratings are as follows:
¢ Standard & Poor’s : “A-"
o Fitch Ratings: “BBB”

¢  Moody’s Investors Service : “Baal”

Economic Factors and Next Year’s Budget and Rates

* As noted previously, the Fiscal Year 2008 operating budget was passed by a majority vote of the City
Council. Property tax collections were assumed to be collected at 98.1% of the current levy.

* The City budgeted approximately $19.9 million for Police and Fire Pension Fund contributions.

Request for Information

This financial report is designed to provide a general overview of the City’s finances for all those with an
interest in the City of Cranston’s finances. Questions concerning any of the information provided in this report
or request for additional financial information should be addressed to:

Finance Director
City of Cranston
869 Park Avenue
Cranston RI 02910
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IBIY

{(1of2)
CITY OF CRANSTON, RHODE ISLAND
STATEMENT OF NET ASSETS
JUNE 30, 2007
GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL
ASSETS
Current assets:
Cash $ 31,095,949 $ 3,945,172 35,041,121
Investment: 15,716,342 - 15,716,342
Receivables:
Property 1axes.. . 2,136,825 2,135,825
Scwerassessments anduserfccs 11 OO 1,067,747 1,067,747
Intergovernmental 7,022,834 1,922,202 8,945,036
Loans..... 2,210,882 2,210,882
L0111 1,115,871 316,491 1,432,362
Prepaids... [T, 753,073 753,073
Bond issue costs - current.. 188,460 23,629 212,089
Internal balances........ 337,083 (337.084) -
L0 1T P 41,820 41,820
Total current assets..... 60,577,319 6,979,977 67,557,296
Noncurrent assets:
Restricted assets;
Temporarily restricted:
CASFL e ceeeemremreemsesresenss s recas s s e et et eee e e« 515,865 515,865
Receivables (net):
PrODEIY 1AXE5... ... eeuueee it veevee et evr et reerre eveaee serrenn e e renaanes 1,972,453 1,972,453
L0 SO 3,195,000 3,195,000
OPEB asset.. 176,411 176,411
Other assels 500 500
Bond issue costs Tv L 2,078,826 176,380 2,255,206
Tolal receivables and other assets... 4,227,690 3,371,880 7,599,570
Capital assets (net of accumulated depreciation);
L s S PP SO 11,051,635 42,712 11,394,347
Constructon in progress. 5,031,380 1,116,978 6,148,358
Land improvements......... 4,838,423 86,472 4,924,895
Buildings and lcascho]d lmprovcmcnts 30,515,439 97,221 30,612,650
SEWEr SEIVICE 10 CUSIOMIEIS. .. ..o ccuuvsveseeecoreee s aaeerrrreanere srsaaseens 36,712 36,712
Treatment and pumping plam..........coccoveeven e v vreee e e ceeiee e 49,072,717 49,072,717
Vehicles.. . 4,267,040 14,229 4,281,269
Maclunery, eqmpmr.nl and furrulum 2,437,502 87,359 2,524,851
INfTASIUCRUTE. .. ... o. e e v e e e e me e e e e et saeeas 54,118,246 19,780,282 73,898,528
Total net capital assets (net of accumulated depreciation)........cocoiunens 112,259,665 70,634,682 182,894,347
Total noncurrent assets............... 116,487,355 74,522,427 191,009,782
TOTAL ASSETS. 177,064,674 81,502,404 258,567,078
(Continued)

The notes to the financial statements are an integral part of this statement




EXHIBIT A
(2 of2)

CITY OF CRANSTON, RHODF ISLAND

STATEMENT OF NET ASSETS
JUNE 30, 2007

GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL

LIABILITIES:
Current liabilities:
ACCOUNLS PAYADIE. ..vuiivvinissniiarsressensmsnssssssessmessnssrsssssmsass s e ees can eennre s $ 7,350,175 § 2,496,483 3 9,846,658
Aceried liabilities............ 336,982 336,982
Accrued payroll........oevivieeen " 837,702 11,141 848,843
Acctued interest payable 1,224,562 52,759 1,277,321
Retainape payable 461,500 461,500
Uneamed revenue. 3,288,345 1,938,920 5,227,265
Claims payable . 8,158,240 8,158,240
Long-term liabilities due withinone year..........cc.cc.oveevviiieeeneeeans 7,538,308 1,121,071 8,659,379

Total current Habilities..................ccoooiiiiiiii e 29,195,814 5,620,374 34,816,188

Noncurrent liabilities:
Unearned revenue............

26,880,000 26,880,000
Long-term liabilities due in more than one year.....

176,163,080 9,424,087 185,587,167

Total noncurment Habilities. .. ... ......ooveeeiiever i e e e ieeee s 176,163,080 36,304,087 212,467,167

TOTAL LIABILITIES.......oictimmrunssessonsrsass st sssss vrsass srsssssns sasanss 205,358,894 41,924,461 247,283,355

NET ASSETS

Invested in capital assets, net of related debt.............ccveeiiivniieevinniins 28,499,098 63,828,596 92,327,604
Restricted for:
COMIMIIMENNS ... vvscee vt vesseseeersrre s sesseseee rssssraas sessnasna s an 2,275,746 438,175 2,713,921
Diebt SEIVICE ... .euvsveeces i eniee veare e e e e s s s 515,865 515,865
OUhET PUIPOSES. 1. .1y vvuvsver s sesrerenvesbrarnsee sonaesns sessrssnssensnsen 254,684 254,684
URIESHTICIED. .. ... veevv e cvevescvrrn e e rrsanemrnsnaessrs see rnaansen sas aes (59,323,748} (25,204,693) (84,528,441)

TOTALNET ASSETS.......oocoiiiimmimmiini it iss s i s s $ (28,294,220) 3 39,577,943 $ 11,283,723

(Concluded)

The notes to the financial statements are an integral part of this statement
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EXHIBIT C

(1 0f 2}
CITY OF CRANSTON, RHODE ISLAND
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2007
OTHER TOTAL
GENERAL SCHOOL GOVERNMENTAL GOVERNMENTAL
FUND DEPARTMENT FUNDS FUNDS
ASSETS:
Cash .o e $ 7,620,586 5 869,505 $ 21,460,330 $ 29,950,421
InVeStIEnES. . ..o e e rr e 15,699,484 16,858 15,716,342
Receivables:
P T L 2,372,551 2,372,551
Intergovernmental..........ccevuiiiniiiniiiieinninineenn. 4,729,687 1,697,048 596,099 7,022,834
I PP 2,210,882 2,210,882
L8 1 1T SN 365,225 46,149 411,374
Prepaids....cceiue i e e 1,206 22,567 23,773
Advance deposits - hospitalization........................ 729,300 729,300
Due from other funds.........cooovviiniiiinirenaans 1,337,598 1,008,762 2,346,360
TOTAL ASSETS......cceveiiiiiiiiiiinenienrenennennes $ 32,125,131 $ 4,305,821 $ 24,352,885 $ 60,783,837
LIABILITIES AND FUND BALANCES:
LIABILITIES:
Accounts payable.............. v $ 1,358,386 § 1,516,308 % 4,460,678 b 7,335,372
Accrued payroll......cevviiiein i 826,983 9,546 836,529
Accrued Habilities. ........oooovvvnciiiiiiiic e 201,982 201,982
Retainagepayable........cocoevviiinininicen.. 461,500 461,500
Dueto other funds........cccceeiiiiiiiiiiiri e reanens 227,529 1,014,077 1,241,606
Unearned revenue. ........ococevveveecnecneineenennanannnn, 5,208,551 2,317,396 7,525,947
Claims payable.........ooveviiiniiieniiiiniciee e 5,865,296 1,963,396 7,828,692
Other labilities. ......coooviir s 135,000 135,000
TOTAL LIABILITIES.......ccociviiviiiiniencenenennes 13,461,198 3,707,233 8,398,197 25,566,628
FUND BALANCES:
Reserved for:
EnCUMbBIances......vuereiniiieieieeeeearnrcaeeenennnns. 170,709 170,709
B TN 10,165 10,165
COMMItMENTS. ....vvinineieniniieeiaiii e e erreneens 2,275,746 2,275,746
Prepaid HemS. ..o e 22,567 22,567
Article 18, 51,243 51,243
Unreserved:
Designated for health care..............ccovvvviiniiinnns 250,000 250,000
Designated for subsequent year expenditures......... 200,000 200,000
Undesignated........oocoerriiiiniiiiiiiiineiieeennee. 18,493,224 18,493,224
Unreserved:
Special revenue funds..........ooooiiiiiiiia 87,180 2,318,159 8,405,339
Capital project funds..........coovvivvivmevniieiniinenns 5,338,216 5,338,216
TOTAL FUND BALANCES...........oo v, 18,663,933 598,588 15,954,688 35,217,209
TOTAL LIABILITIES AND FUND BALANCES. $ 32,125,131 $ 4,305,821 3 24,352,885 b 60,783,837

The notes to the financial statements are an integral part of this statement

{Continued)




EXHIBIT C

(2of2)
RECONCILIATION OF FUND BALANCE
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES
JUNE 30, 2007
AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF NET ASSETS (EXHIBIT A) ARE
DIFFERENT FROM THE GOVERNMENTAL FUND BALANCE SHEET. THE DETAILS OF THIS DIFFERENCE ARE AS
FOLLOWS:
TOTAL FUND BALANCE (EXHIBIT C, PAGE 1)... i ttiiitiriis et ittt cet ettt e vet et mn ses e et een ree aen snnaee seseneees $ 35,217,209
CAPITAL ASSETS USED IN GOVERNMENTAL ACTIVITIES ARE NOT FINANCIAL RESOURCES
AND, THEREFORE, ARE NOT REPORTED IN THE FUNDS;
Beginning capital assets and current additions.............cocoo i e 116,830,401
DIePrECTatiON EXPEISE, .. 11sve ey vrraveves s e snn esvem rmnsee rrrensaresrs s anrrsamsnrnsssvns men sasvessnnsnsmresessnssesnesnneinsnnas (4,663,259}
Disp0sal Of CAPILAL ASSEES. .. ..\ uniin it reeee cee e eeeeesoeeeee e een ee rrm et eee ereeee ree reraeeaeeaaa e aaeaan aas s s nn rnnnrneees 92,523
OTHER LONG-TERM ASSETS ARE NOT AVAILABLE TO PAY FOR CURRENT PERIOD
EXPENDITURES AND, THEREFORE, ARE DEFERRED IN THE FUNDS:
Property tax, interest and lien accrial, (Net)... oo i e e e maeae e aae reenen e 1,736,727
Property tax receivable - 2cCrual basis CHANEE. ..., .ccooiivv e ieicrecis tevrverre eveerain et svrere vrsrrsrren s ere sesranvenres ons 4,237,602
oM IS5UE COSTS. .. 1eeiietesvesceverres ha et aassie et ees cesees sas ses ean b eme mememe see Semmon eee seeman ees eee et ameaee resaaeanaan s nn 2,267,286
L) g T S RS 176,411
INTERNAL SERVICE FUND IS USED BY MANAGEMENT TO CHARGE THE COST OF
SELF-INSURANCE TO INDIVIDUAL DEPARTMENTS:
The assels and liabilities of the internal service fund are included in governmental activities in the
SIAEIIIENE OF MEE BSSCES ... et titias it tie vetiee e e ies ci e tes creeee eeraes see eee sm ane eer e s menaesaas an fnn earan s aee e nnens neentns 736,830
SOME LIABILITIES, INCLUDING BONDS PAYABLE, ARE NOT DUE AND PAYABLE IN THE
CURRENT PERIOD AND, THEREFORE, ARE NOT REPORTED IN THE FUNDS:
Bonds and NOteS PAYABIE...... ... ceiit et ciiit et cee e vt rrrsreeee srs i rer terrne ee vesenr e eevernrn nt reavernrrres e ene nenn (82,185,025)
Leases PAYADIE. .. ... .o e e e et tesan et seatre e e sk tee et e st aes s e neeeeaee s (3,842,828)
COMPERSAIE ADSEICES. .. ..\ 1uvvs it e aetere it et res eseaeiesaessas sts sasres cbn sassas abesas senaes saesaatas aas sbenan ses samnnn e emnmnns (9,722,401)
DeferTed SALATY ... ... ..ot et e es ce e eee e re eee e an et eeen et eeenanebeees ae aneae eeeaananeeenereen aeeananrns (349,214)
Net pension OBHBALION, .. ... .c..v.ves e et res e eesres esees vrraes s stn as ren sbasrsseraesses sesrensassessrsnensenns snssnsanssrnsasan {87,541,920)
Claims and JUABEIIEIIES. .. ... ..ot ot cie e et et e et e ee eeseeeeee eeseeaee e s an s emn man s s enn tnn mbneee reneennae aaeanan {60,000)
Accrued Interest PAYABIE. .. ... ... e it s e it ces e vrrers e e e e e rre i ee ee et re rre rrree aeare rr e e nrr aa s aar ravanee (1,224,562)
NET ASSETS OF GOVERNMENTAL ACTIVITIES..........cocvreriacnnnrenanssrnsnncee cananseee seevensnnsessrerrrnse rernassnneen 3 (28,294,220)
{Concluded)

The notes to the financial statements are an integral part of this statement




EXHIBIT D

CITY OF CRANSTON, BHODE ISEAND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

OTHER TOTAL
GENERAL SCHOOL GOVERNMENTAL GOVERNMENTAL
FUND DEPARTMENT FUNDS FUNDS
REVENUES:
General Property taXes. . .. .. v iet e e et e et et eee e e e § 147243,054 $ 3 3 147243054
Intergovernmental............... 9,881,615 42,659,961 22,435,428 74,977,004
Charges for services... ... ..., 11,382,349 2,122,198 2,628,776 16,133,323
InVEStMERt MCOMIC. .. ... .. oo oo oo e e e e e e e e e e e eae e 3,062,769 572427 3,635,196
OHET... oot e it i te s et et s e re aee rae ten bes eae es vt ae teebes e 248,991 294,501 134,752 678,244
TOTALREVENUES ... . e e 171,818,778 45,076,660 25,771,383 242.666,821
EXPENDITURES:
Current:
General GOVEINIENL... ... ......covveeve vor vve v cein rn e ves st ems ver e 10,487 807 939,846 11,427,653
Public safety... e 63,324,615 4,529,668 67,854,283
Public works... 12,544,966 12,544,966
Education... 130,504,771 9,053,548 139,558,319
Parks and recreatmn 1,992,756 523,392 2,516,148
Public libraries. .. 3,009,186 30,016 3,039,202
Senior services.. U 2,749,941 102,454 2,852,395
Commumty development 1,916,946 1,916,946
Other... 175,183 175,183
Debt Service
Principal... e 4,520,000 4,520,000
Interest and other costs 3,702,943 16,493 3,719,436
Capital Cutlay:
Capital expenditures... ... ... .coconies e e e e e e e e 15,970,638 15,970,638
TOTAL EXPENDITURES. ., ... ... i 102,507,397 130,504,771 33,083,001 266,095,169
EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURE! 69,311,381 (85428,111) (7,311,618) (23.428,348)
OTHER FINANCING SOURCES (USES)
Transfers in.. 13,938,045 84,513,637 83,139 98,534,821
Transfers Dut (84,517,776) (14,017,045} (98,534,821}
NET OTHER FINANCING SOURCES (USES)............ccoee il (70,579,731) 84,513,637 (13,933,906} -
NET CHANGE IN FUND BALANCES..........cc. oo iii v e e e {1,268,350) (914,474) (21,245,524) (23,428,348)
FUND BALANCES - JULY 1,2006... ... .. oo cosve e e e e v e s 19,932,283 1,513,062 37,200,212 58,645,557
FUND BALANCES - JUNE 30,2007 .. ... coi oo e e e e $ 18,663,933 $ 598,588 $ 15,954,688 $ 35,217,209

The notes to the financial statements are an integral part of this statement




EXHIBIT E

CITY OF CRANSTON, RHODE [SLAND

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2007

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF ACTIVITIES
{EXHIBIT B} ARE DUE TO:

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS (EXHIBIT D}............ comvivenrenimsssensevassssssnene. 8§ (23,428,348)
Governmental funds report capital cutlays as expenditures. However, in the Statement of Activities the cost

of those assets is allocated over their estimated useftl lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current period:

CAPIAL OULIAY.... .1 ves et v e et ee vesses cessi e atn et ves tesaasarn ene see aae s es sas ra s srs rs nn sen vee se ses s pme re e es nas s ntnen fes sae eas 13,980,851
Depreciation EXPEISE. .. ... vvsivssie vireie e sreseecee verars srerrs een senern nsmrn s aa aneaen san ns rn s s varer svanaeare tesver vre vee pen nnnnnn (4,663,239)

The net effect of various miscellaneous transactions involving capital assets {i. e., sales, trade-ins and donations)
is fo increase net assets. In the Statement of Activities, only the loss on the sale of capital assets is reported.
However, in the governmental funds, the proceeds from the sale increase financial resources. Thus, the change
in net assets differs from the change in fund balance by the cost of the capital assets sold............ccoooi o icecce e e 92,523

Revenues in the Statement of Activities that do not provide current financial resources are not reported
as revenues in the funds and revenues recognized in the Fund Financial Statements are not recognized in the

Statement of Activities:
Decrease in property tax receivable - accrial basis Change... ... ....ev i iir v e s cer v e vrr vrrvre e e e e e e 555,633
Increase in property tax interest and len TEVEIUE. .. ... ... ..ot iit it ies ces evesessar i v e s can e s s aba ane ses ans aensas sbs san e 448,417
5 U 1,004,050

The issuance of long-term debt {e.g., bonds, leases) provides current financial resources to governmental finds,
while the repayment of the principal of long-term debt consumes the current financial resources of governmental
funds. Neither transaction, however, has any effect on net assets. Also, governmental funds report the effect
of issuance costs, premiums, discounts, and similar items when debt is first issued, whereas these amounts are
deferred and amortized in the Statement of Activities. The details of these differences in the treatment of
long-term debt and related items are as follows:

Debt issued or incurred:
Bonds and CAPItAl [BASE. .. ... ... ... ..o et et e et e e e e teseee s s ke eae tee eus an ers ban nrn an san ks ranars saranenens (114,811)
Principal repayments:
General OBl Eation BOMAS. .. ... ... i it it it oet cte eet oo on een s e aee rer e ren e ee e aen i rrena een e ennaen s aen e ven s 4,220,000
CaPIAL LEASE. .. ... 1\ cevvvrvrrevrvr e rr rrn vrr ses vas s s sbn dee vee e sas <an ok fee et ok aee eet tet seaaa eeeannene £ensaenat e anneee taeaaeaermnne 708,819
TOMAL ... .. veevescasave vrn e ves rrs van s mre satmrr sem sy sus smn meeane ma s aae aan eeas sms et een i en b aetmn e tes eeabeesaeetnnaan eeenenaas nen anae 4,814,008

The notes to the financial statements are an integrat part of this statement




EXHIBIT E

CITY OF CRANSTON, BHODE ISLAND

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TC STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2007

Some expenses reported in the Statement of Activities do not require the use of current financial
resources and, therefore, are not reported as expenditures in governmental funds:

Compensated absencesand deferred SAIAIY... ... .oiiviviriervrrersves reveeeer cn s rrvrerre rrnrrnresnun s ns vesvereee rerrnsnrnannnrnr s (825,368)
P (= 8 o a T e a1 T W SR 1,013,794
IOt O EB @580 .. e iit ittt ettt et ees it et ces et et —ee ee e sbm e be tat e oat sha s ean b eae Aek hntes sen b nee e tee nen e nrn on 176,411
Amortization of bond ISSUANCE COSIS.............oi ittt ee it ettt et et e et e cee et e et e e eeeeee eee eae eee en nt e s e ne (188,460)
Amortization of bond Premiltm. .. ... ... ...ttt e oee e e e et e et e ees aaeaee eee eee een een nn e ae s eee ree an bannen e 150,351
F e 1 15 (14 1N o) S 34,756

TOMAl .. e s e e s e e v e rr e e e e S e re e RE e e Rin e ern e ke mer ner nRn ee nn ven esnrn e rn e 361,484

Internal Service Funds are used by management to charge cosis of medical insurance and property insurance
deductibles to individual AepPartmEIis. .. ... ... ....cinii e oo cee e eee eeeeie e oo eeeaae eee eee ten ean nn i aaeaneaae aes tnntnnern nt e e (338,179)

The net revenue of the activities of the Internal Service Fund is reporied with governmental activities.........ccoceviieveevenveevveven e 65,614

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES (EXHIBIT B} «.co.ooee oo srmseenentvansenensemsssrsssssssnsensesse 3 (8,111,256)

The notes to the financial statements are an integral part of this statement




EXHIBITF

LITY OF CRANSTON, RHODE ISLAND
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
JUNE 30, 2007
BUSINESS-TYPE ACTIVITIES GOVERNMENTAL
ENTERPRISE FUNDS ACTIVITIES
MAJOR FUNDS NONMAJOR
PUBLIC FACILITIES
MANAGEMENT SCHOOL LUNCH INTERNAL SERVICE
SEWER FOUNDATION PROGRAM TOTALS FUND
ASSETS
Current Assets:
Cash and cash equivalents.................... . . $ 3,851,710 5 ] 53,462 $ 3945172 H 1,145,527
Inventory 41,820 41,820
Receivables:
Sewer assessments and user fees, net..............vvvviiinn 1,067,747 1,067,747
Othet........... 1,491 1,491
Capital lease, . 315,000 315,000
Intergovernmental...........couiiimeeeeremmcmeeeeeemnnnnrenerens 1,845,451 76,751 1,822,202
Bond i 7,554 16,075 23,639
Total Current Assets 65,772,462 331,075 213,524 7,317,061 1,145,527
Noncurrent Assets:
Restricted cash ...........oovin s 515,865 515,865
Capital lease receivable, . 3,195,000 3,195,000
Bond issuance costs............coeeeeeeeeens 47,783 128,597 176,380
OB BSSEES. ... 500 500
Subtotal Noncurrent ASSels.......cvuueeeennicrnneeeinneeennnnnns 47,783 3,839,962 - 3,887,745 -
Capital Assets:
Capital assets, net of accumulated depreciation................. 70,460,102 106,776 67,804 70,634,682
)
Total NOneurrent ASSelS. ..., .vueieessissiiissssssniniiineees 70,507,885 3,946,738 67,804 74,522.427 -
TOTALASSETS ... e 77,280,347 4,277.813 281,328 81,332,488 1,145,527
LIABILITIES
Current Liabilities:
Accounts payable......... 2,483.224 13,259 2,496,433 14,803
Accrued payrolt........... 1,081 10,060 11,141 1,173
Accrued interest 23,402 29,357 52,759
Due to other funds 53,302 283,782 337,084 63,173
Claims payable...... - 329,548
Uncamed revenue.............ccoeeuueeeeeenrens 1,938,920 1,938,920
Bonds, notes payable and compensated absences, 803,165 315,000 2,906 1,121,071
Tatal Current Liabilities, . 5,303,094 344,357 310,007 5,957,458 408,697
Noncurrent Liabilities:
Unearned revenue, " 26,880,000 26,880,000
Bonds, notes payable and compensated absences............... 6,228,087 3,169,343 26,157 9,424,087
Total Not Liabilities 33,108,087 3,169,843 26,157 36,304,087 -
TOTAL LIABILITIES........cooviiiiii it eeeernnnnnrens 38.411,181 3,514,200 336,164 42,261,545 408,697
NET ASSETS
Invested in capital assets, net of related debt..........cc0ieenns 63,484,187 276,505 57,804 63,828,596
Restricted:
COMMEELIS. ... ccissiees s eeeeeeeeeesssseeeeieeeeeeeeeeeeeeeeeeeas 438,175 438,175
Diebt service..., \ 515,865 515,865
Unrestricted. ..o (25,053,196} (28.857) {122,640 (25.204,693) 736,830
TOTAL NET ASSETS.....oiciniiniiinii i, § 38,860,166 5 763.613 s (54,836) 5 39,577,943 s 736,830

The notes to the financial statements are an integral part of this statement




EXHIRIT G
CITY OF CRANSTON, RHODE ISLAND,
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

BUSINESS-TYPE ACTIVITIES GOVERNMENTAL
ENTERPRISE FUNDS ACTIVITIES
PUBLIC FACILITIES NONMAIJOR
MANAGEMENT SCHOOL LUNCH INTERNAL SERVICE
SEWER FOUNDATION PROGRAM TOTALS FUND

OPERATING REVENUES:

Charges for usage and SEIVICE... ... .ve vt cevveevesveeeenen e 3 16,607,722 $ 33,000 $ 1,425,229 § 18,065,951 $ 300,000

MISCEIIRIBOUS, .. ... vvivs e veves vvas cen rre aen bre ree aes veseesans 651,814 223,199 161,290 1,036,303 77,632
TOTAL OPERATING REVENUES.........coocee v eier v e 17,259,536 256,199 1,586,519 19,102,254 377,632
OPERATING EXPENSES:

OPerations... ... ... vvsvee vrrves v rrer e s e srars ses ses ae e 667,854 55,617 1,587,117 2,310,588 616,895

Personnel... 70,015 1,345,646 1,415,661 75,237

Claims...... ... .. ... 23,679

Contract payments. v 13,083,805 13,083,805

DePreCiation... ... ... e ceeceecee et e o reerr per e rrraae 2,334,588 12,110 24.258 2,370,956
TOTAL OPERATING EXPENSES. ... ... .. 16,156,262 67,727 2,957,021 19,181,010 715811
OPERATING INCOME (LOSS).u cviee it e e e e 1,103,274 188,472 1,370,502} {78,756) {338,179}
NONOPERATING REVENUES (EXPENSES):

INTErest EXPENSE .. cvveevre v et e e e vee e cee s (70,169) (186,352) (256,521)

Investrent income, s 161,227 24,795 2,069 188,091 65,614

AMOMHZAEON. .. ... ee et e e e cer e vt e s e eee et ves aean (7,553) (16,075) (23,628)

GIAMS. .. (4 e et e eeecrs vee e rs eas cre aan aes arn bes ss s abe eeaaas 1,170,646 1,170,646
NET NONOPERATING REVENUES (EXPENSES)........... 83,505 (177,632} 1,172.715 1,078,588 65,614
CHANGE INNET ASSETS... ... oo vvvvverr v v int vee e vne e aa 1,186,779 10,840 (197,787) 969,832 (272,565)
NET ASSETS -JULY 1,2006 (AS RESTATED)................ 37,682,387 752,773 142,951 38,578,111 1,009,395
NET ASSETS -JUNE 30, 2007... c.o e i e e e e e $ 38869166 5 763,613 $ {54,836} § 39,577,943 $ 736,830

The notes to the financial statements are an integral part of this statement




LI OF CRANSTON, RHODE ISL.AND.

STATEMENT QF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

EXHIBIT H

BUSINESS-TYPE ACTIVITIES GOVERNMENTAL
ENTERPRISE FIINDS ACTIVITIES
PUBLIC FACILITIES NONMAIOQR
MANAGEMENT SCHOOL LUNCH INTERNAL SERVICE
SEWER FOUNDATION PROGRAM TOTALS FUND
CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from customers.. § 15676577 5 256,199 s 1,588,055 $ 17,520,831 $ 377,633

Cash paid to supplicrs......... (13,083,805) (1,719,575) {14,803,380)

Cash paid to employe (65,943) (1,321,190) (1,397,733) {75,463)

Cash paid for claims..... S {216,031)

Cash paid furulheruperatmgexpenscs (1,368,100} (55617 (142317 (608,360}
NET CASH PROVIDED BY {USED I'N) OPERATING

ACTIVITIES,, ieieerrenne 1,£54,720 201,582 (1,459,310} {103,999) (522.230)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

Nonoperating grants received... ... vveiiniee e v 1,185,179 1,185,179

Change in interfund loans.............ccceennnn. {45,782) 283,872 238,090 85331
NET CASH PROVIDED BY (USED IN) NONCAPITAL

FINANCING ACTIVITIES... {45,782} - 1,469,051 1,423,269 86,331
CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES:

Acquisition of capital 8sseLs... .. ......... {1,502,491) (30,684} (17,175} (1,550,330)

Collection of capital lease payment, 300,000 300,000

Principal paid on bonds............ . (801,932) (300,000) (1,101,932)

Interest paid on BODdS... ..o (70,488} (183.452) (253,940)
NET CASH USED IN CAPITAL AND RELATED

FINANCING ACTIVITIES... (2,374,911} {214,136) (17,175) (2,606,222 -
CASH FLOWS FROM INVESTING ACTIVITIES:

Income from investments.. 161,227 24,705 2,069 635,614
NET INCREASE (DECREASEYIN CASH ... (1,104,737) 11,241 {5,365) (1,098,861} {370,275)
CASH - JULY 1, 2006 {INCLUDING RESTRICTED CASH)... ... 4956447 504,624 58,827 5,559,898 1,515,803
CASH - JUNE 30, 2007 (INCLUDING RESTRICTED CASH)........ H 3,851,710 S 515,865 3 93,462 ] 4,461,037 $ 1,145,527
RECONCILIATION OF OPERATING INCOME (E0SS) TQ NET

CASH PROVIDED BY {USED IN) OPERATING ACTIVITIES:

Operating income {1o85).......cooeiiiriee it e M 1,103,274 5 188,472 $ {1,370,502) 5 (73,756) $ (338,179
Adjustments ta reconsile operating income (loss) to net cash
provided by (used in) operating activities:
Depreciation... . 2,334,589 12,119 24,258 2,310,957
{Increase) decmase in accouan moewablc (205,043) (205,043}
Decrease in inventory... (6,783) (6,783)
{Increase) decrease in m(ergovcrnmcmal rccclvab es.. 1,160,435 1,536 1,161,971
Increase (decrease) in accounts payable... ... {700,246) (125,675) (825,921) 8,536
Increase (decrease) in accrued payroll...... .. 12 10,060 10,132 (226)
Increase (decrease) in prepaid assessments...........ove v e (618,352) (618,352)
Decrease in claims payable............... - (192,351)
Decrease in unearmed TEVENNE. ., ............covveerreeeenesenraneeens (1,920,000) (1,920,000)
Decrease in compensated absences.................o.,. 7,796 7,796
NET CASH PROVIDED BY (USED IN} OPERATING ACTIVITIES 5 1,£54,729 s 200,582 $ (1.45b.310) M (103,999) 3 (522,220)

The notes to the financial statements are an integral pan of this statement




EXHIBIT I

CITY OF CRANSTON, RHODFE ISLAND
STATEMENT CF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
JUNE 30, 2007
PENSION OPEB PRIVATE
TRUST TRUST PURPOSE AGENCY
FUND FUND TRUST FUND FUNDS
ASSETS:
Cash and cash equivalents................................. $ 2,076,236 3 876,409 $ 2,038 $ 1,210,344
Investments:
Guaranteed Investment Contracts.........ccovvvveeennnnn, 2,288,355
Real Estate Investment Trust.........ocoiveiiiiiiinninn.. 2,429,033
Equity Mutual Funds......ccooeiiiiiiiiiiriicneens 36,508,233
Money Market Mutval Funds...........ooovvvnannnnnnns 1,712,047
Bond Mutual Funds........coceeniiiieivirriiniesinnieeens 6,257,380
Total INVEStMENLS...urtiverererrernresssrivererrnrvrmensies 49,285,048 - - -
Accrued interest receivable..............ccooiiininiiine. 10,418
TOTAL ASSET S ... i rrerrrarara e e 51,371,702 876,409 2,038 1,210,344
LIABILITIES:
Accounts payable.......ooiiiiii i 45,885
Deposits held in custody for others..........oocoviiinvnnens 1,210,344
Dueto other funds.....coovveiiiiiii e e, 702,854 1,643
TOTAL LIABILITIES.....cco vt vri i e, - 748,739 1,643 1,210,344

NET ASSETS HELD IN TRUST FOR PENSION AND
OPEB BENEFITS AND OTHER PURPOSES.......... $ 51,371,702 b 127,670 $ 395 $ -

The notes to the financial statements are an integral part of this statement




EXHIBIT J
CITY OF CRANSTON, RHODE ISLAND,

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

PENSION OPEB PRIVATE
TRUST TRUST PURPOSE
FUND FUND TRUST FUND
ADDITIONS:
Contributions:
Employer comtributions. ....ccevvuvvenienierriieceeiinie e s avcnnenns $ 21,723,021 3 3,544,988 3
Plan member contributions. . ....c.ovive i i s i, 608,341 147,188
L0311 S U 7,831
Total contribUtIONS, . .cveviiiies it i er e vneenrnarnrraransns 22,421,362 3,692,176 7,831
Investment income:
Interest and dividends.......ooviiriiiiiiiiiiiiii e 171,813 9,972
Net appreciation in the fair value of investments.........coeevevenen... 6,943,584
Total MVESIMENT FICOME.........v. e eeeereseesssessreeeseresesesneseeens 7,115,397 9,972 ' -
TOTAL ADDITIONS. ... iiirierrrrinvn e rieserrriaenensnreriasannss 29,536,759 3,702,148 7,831
DEDUCTIONS:
BT U 17,780,098 3,559,046 7,100
Administrative eXPenses. .. .o veeiiiiriciiriiieiciieieenernervrnvnrens 316,070 15,432
TOTAL DEDUCTIONS. ....oiiiiciirinieieienee et e e renenennns 18,096,168 3,574,478 7,100
CHANGE INNET ASSETS. ...t eeeeee e erns 11,440,591 127,670 731
NET ASSETS -JULY 1, 2006, ...cineeceiiieiii e ceeviieaenen e 39,931,111 - (336)
NET ASSETS - JUNE 30, 2007 ..cciiiiiiiivireinenriesrssnnssnennnsnns $ 51,371,702 $ 127,670 $ 395

The notes to the financial statements are an integral part of this statement




EXHIBIT K
CITY OF CRANSTON, RHODE ISLAND

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2007

HISTORY AND ORGANIZATION

The City of Cranston, Rhode Island (the City) was incorporated in 1910 and covers an area of 28 square
miles. The City operates under a Mayor-Council form of government as prescribed by the City’s home rule
charter, which was adopted in 1962. The Mayor is elected by the voters of the City to a two-year term limited
to four consecutive terms. City Council members are elected to two-year terms, limited to five consecutive
terms. The City provides the following services as authorized by its charter: public safety (police and fire),
public works (streets and highways), public health and social services, sewers and water, a free public library,
and education encompassing grades PreK-12.

L SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Reporting Entity

The City of Cranston, Rhode Island, is a municipal corporation governed by an elected mayor and City
Council. The accompanying financial statements present the government and its component units,
entities for which the government is considered to be financially accountable. Blended component
units, although legally separate entities, are, in substance, part of the City’s operations.

Blended Component Unit — The Public Facilities Management Foundation (the Foundation), a non-
profit corporation, was created by the City on November 28, 2000. The Foundation consists of five
members who are elected by or work for the City of Cranston. These members include the President of
the Cranston City Council, the City Solicitor, the Director of Public Works, the Director of Finance and
the Director of Administration. The Foundation provides exclusive rights, by a term lease as entered
into with the City on November 1, 2000, to the use of land and buildings located in the City to be used
as a storage and maintenance facility by the Public Works Department. The Foundation is reported as
an enterprise fund.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of changes
in net assets) report information on all of the nonfiduciary activities of the City. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from business-
type activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
segment, and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds and major individual enterprise funds are reported as separate columns in
the fund financial statements.




EXHIBIT K

CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

L  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
Jocus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Agency funds do not have a measurement focus but are accounted for on the accrual basis
of accounting. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing related cash flows. Property taxes are recognized as revenues in the
year for which they are levied. Grants and similar items are recognized as revenues as soon as all
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the curvent financial resources measurement

Jocus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
City considers revenues to be available if they are collected within 60 days of the end of the current
fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to compensated
absences and claims and judgments, are recorded only when payment is due.

Property taxes, expenditure reimbursement type grants, certain intergovernmental revenues, transfers,
and interest associated with the current fiscal period are all considered to be susceptible to accrual and
s0 have been recognized as revenues of the current fiscal period. All other revenue items are considered
to be measurable and available only when cash is received by the City.

The City reports the following major governmental funds:

The General Fund is the City’s primary operating fund. It accounts for all financial resources of the
general government, except those required to be accounted for in another fund.

The School Department Fund accounts for the financial transactions of the City’s School
Department which are not required to be accounted for in another fund.

The City reports the following major proprietary funds:
The Sewer Department F:{nd accounts for the activities of the City’s sewer operations.

The Public Facilities Management Foundation, a blended component unit of the City, accounts for
the activities that support and facilitate multiple divisions of the Public Works Department.

Additionally, the City reports the following fund types:

Special Revenue Funds account for revenue sources that are legally restricted to expenditures for
specific purposes.

The Capital Project Funds account for the acquisition of capital assets or construction of major
capital projects other than those financed by proprietary funds.

The Internal Service Fund, a proprietary type fund, is used to account for claims made against the
City.




EXHIBIT K
CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

L SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

The Pension Trust Funds account for the activities of the Cranston Employees' Retirement System,
which accumulates resources for pension benefit payments to qualified employees.

The OPER Trust Fund accumulates resources for future retiree health benefits and retiree life
insurance benefits for eligible teachers and police and fire retirees.

The Private-Purpose Trust Funds are used to account for employee contributions held in trust for
qualified medical related plan expenditures. All resources of the fund, including any earnings on
invested resources, may not be used to support the City’s activities. There is no requirement that
any portion of these resources be preserved as capital.

The Agency Funds account for monies held on behalf of students and amounts held for
performance bonds.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989,
generally are followed in both the government-wide and enterprise fund financial statements to the
extent that those standards do not conflict with or contradict gnidance of the Governmental Accounting
Standards Board. The City also has the option of following subsequent private-sector guidance for
their business-type activities and enterprise funds, subject to this same limitation. The City has elected
not to follow subsequent private-sector guidance.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are payments-in-lieu of taxes and other charges
between the City’s sewer operations and various other functions of the City. Elimination of these
charges would distort the direct costs and program revenues reported for the various functions
concerned.

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

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of
the sewer department enterprise fund and of the City’s internal service funds are charges to customers
for sales and services. The sewer department also recognizes as operating revenue the portion of tap
fees intended to recover the cost of connecting new customers to the system. Operating expenses for
enterprise funds and internal service funds include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use
restricted resources first, then unrestricted resources as they are needed.




EXHIBITK

CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

I  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D.  Assets, Liabilities, and Net Assets or Equity
1. Deposits and Investments

Deposits - The City’s cash and cash equivalents consist of cash on hand, demand deposits, money
market accounts and short-term investments with original maturities of three months or less from the
date of acquisition.

Investments - In general, State of Rhode Island Statutes allow the City to invest in obligations of the
United States of America or United States government sponsored corporations, in shares or other
interests in any custodial arrangement, pool, or no-load, open-end management type investment
company or investment trust (as defined), in obligations of any state or political subdivision rated
within the top two rating categories of any nationally recognized rating service, or in obligations of
the State of Rhode Island or political subdivision rated within the top three rating categories of any
nationally recognized rating service. Investment income is recorded in the fund in which it is earned.

The City's pension funds are invested in accordance with the plans investment policy, the City has
agreements with the investment advisors, who manage the investment portfolios and have full
authority for the investment and reinvestment of pension fund assets.

Investments for the City are reported at fair value.

2. Receivables and Payables

a. Interfunds

Activity between funds that are representative of lending/borrowing arrangements outstanding
at the end of the fiscal year are referred to as either “due to/from other funds™ (i.e., the current
portion of interfund loans) or “advances to/from other funds” (i.e., the non-current portion of
interfund loans). Any residual balances outstanding between the governmental activities and
business-type activities are reported in the government-wide financial statements as “internal
balances.”

b.  Property Taxes and Other Receivables

In the government-wide financial statements, all trade, property tax, and sewer use are shown
net of an allowance for uncoliectibles. Allowance percentages range from 5 to 100% of
outstanding receivable balances at June 30, 2007, and are calculated upon prior collection
history.

In the fund financial statements, all property taxes receivable at June 30, which have not been
collected within sixty days of June 30, have been recorded as deferred revenue, since they are
not considered to be available to finance expenditures of the current year. Taxes collected
during the sixty day period have been recorded as revenue.




EXHIBIT X
CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

I  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D.  Assets, Liabilities, and Net Assets or Equity (Continued)

2. Receivables and Payables (Continued)

b. Property Taxes and Other Receivables (Continued)

Property taxes are assessed on property as of December 31. Taxes are billed on or about June 1
(for the subsequent fiscal year) based on the assessed value for all real property, tangible
property, and motor vehicles located in the City. Taxes are due in four installments in July,
October, January and April. Rhode Island general laws restrict the City’s ability to increase
either its total tax levy or its tax rates by more then 5.5% over those of the preceding year.
Recently the State of Rhode Island passed a law, which went into effect for fiscal year 2008,
which would decrease this cap by .25% each year until it has been lowered to a maximum of 4%
of the prior year’s tax levy by fiscal year 2013. Overdue taxes are assessed penalties and will be
collected through the sale of tax titles if required.

3. Inventories and Prepaid Items

All inventories are valued at cost using the first-in, first-out (FIFO) method of valuation.

Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both the government-wide and fund financial statements. Prepaids
are accounted for using the consumption method.

4. Restricted Assets

The restricted assets for the City are restricted for debt reserve requirements, building improvements
and minor maintenance costs associated with the Public Facilities Management Foundation.

5. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items), are reported in the applicable governmental or business-type
activities columns in the government-wide financial statements. Capital assets are defined by the
government as assets with an initial, individual cost of more than $2,500 in the City and $5,000 in
the School Department for equipment, $20,000 for improvements and $100,000 for infrastructure,
and an estimated useful life in excess of two years. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets’ lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.




EXHIBIT K
CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

L  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Assets, Liabilities, and Net Assets or Equity (Continued)

5. Capital Assets (Continued)

Property, plant, and equipment of the City are depreciated using the straight-line method over the
following estimated useful lives:

Assets Years

Buildings 20-50

Leasehold improvements 20

Infrastructure 5-65

Sewer plant 50 |
Sewer lines and pumping stations 50-100 w
Vehicles 5 |
Machinery and equipment 3-20

6. Compensated Absences

Under the terms of various contracts and policies, City employees are granted vacation and sick
leave based on length of service. The City’s policy is to recognize the cost of vacation and sick
leave in governmental funds when paid and on the accrual basis in proprietary funds. The amount
of earned but unpaid vacation and sick leave relating to governmental fund employees is recorded as
long-term debt in the government-wide financial statements.

7. Long-Term Obligations

In the government-wide financial statements, and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type statement of net
assets. Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the
life of the bonds using the effective interest method. Bonds payable are reported net of the
applicable bond premium or discount. Bond issuance costs are reported as deferred charges and
amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is reported
as other financing sources. Premiums received on debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

8. Fund Equity and Net Assets

In the fund financial statements, governmental finds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by outside parties for use for a
specific purpose. Designations of fund balance represent tentative management plans that are
subject to change.




EXHIBIT K
CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

L SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Assets, Liabilities, and Net Assets or Equity (Continued)
8. Fund Equity and Net Assets (Continued)

In the government-wide financial statements, net assets are classified into the following categories:

Invested in Capital Assets, Net of Related Debt

This category presents the net assets that reflect capital assets net of only the debt applicable to
the acquisition or construction of these assets. Debt issued for non-capital purpose is excluded.

Restricted Net Assets

This category presents the net assets restricted by external parties (creditors, grantors,
contributors or laws and regulations).

Unrestricted Net Assets

This category presents the net assets of the City which are not restricted.

9. Estimates
The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions

that affect the reported amounts of assets and liabilities including disclosures of contingent assets
and liabilities and reported revenues, expenses and expenditures during the fiscal year.

1II. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. Budgets and Budgetary Accounting

It is the responsibility of the Mayor, with the cooperation of the Director of Finance, to submit a
proposed budget for the following fiscal year to the City Council not later than the first day of Apriil of
each year. The City Council acts on the budget not later than the 15" day of May. Public hearings are
conducted on the recommended budget and the final recommended budget is legally enacted through an
ordinance at the Financial City Council Meeting. Budget appropriations lapse at the end of the fiscal
year, with the exception of capital project funds.

The level of budgetary control for the General Fund (that is, the level at which expenditures cannot
legally exceed appropriations) is fixed by resolution of the annual Financial City Council Meeting. The
resolution authorizes the City Council to spend within the total sum appropriated for municipal
purposes. While this restriction prohibits spending in excess of the authorized budget, the policy enables
the City Council to use swplus funds within the overall appropriations budget to offset over
expenditures that may arise within a specific budgeted account. Amendments to the budget during the
year totaled $538,621, which were funded by increased revenue estimates.




EXHIBIT K

CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

II. STEWARDSHIP, COMPLIANCE AND ACCOUNTARBILITY (CONTINUED)
A. Budgets and Budgetary Accounting (Continued)

The budget for the Schools Unrestricted Fund is prepared annually and approved by the School
Committee. The amount of the annual transfer from the General Fund is ultimately determined through
the adoption of the General Fund budget. This appropriation does not lapse at year end. The City also
adopts budgets for two of the nonmajor special revenue funds.

Encumbrances are recognized as a valid and proper charge against a budget appropriation in the year in
which the purchase order, contract or other commitment is issued and, accordingly, encumbrances
outstanding at year end are reported in the City’s budgetary reports as expenditures in the current year.
The budgetary reports are located in the Required Supplementary Information (RSI) immediately
following these notes. Generally, aside from the Capital Projects Fund, all unencumbered
appropriations lapse at year end. Appropriations for capital projects are reissued in the amount available

at the end of the fiscal year.
B. Budget- GAAP Reconciliation

A reconciliation of revenues, expenditures, and fund balance between the accounting treatment required

by GAAP (Exhibit D), and budgetary requirements (RSI), is as follows:

GENERAL FUND SCHQOL DEPARTMENT FUND
FUND FUND
EXPENDITURES BALANCE REVENUES EXPENDITURES BALANCE

BALANCE, BUDGETARY BASIS

JUNE 30, 2007 ... rnesremreveneseesesressessenns $225380923 5§ 18493224 $ 39897605 $124913,161 % 598,588
Expenditures accounted for on the budgetary

basis associated with Education funds.........co.vnrn. (122,702,817)
Encumbrances outstanding at June 30, 2006

liquidated during the year ended June 30, 2007 ... 412,555
Encumbrances outstanding at June 30, 2007

charged to budgetary expenditures..........cooveerernees (170,709) 170,709
State Teachers’ Retirement on-behalf payment ...... 5,179,055 5,179,055

BALANCE, GAAP BASIS - JUNE 30, 2007......... £102507.397 § 18663933  § 45076660 $130504771 % 598,588

C. Capital Projects Authorizations

The following is a summary of projects recorded in the Capital Projects Fund at June 30, 2007:

CURRENT
PROJECT YEAR CUMULATIVE BALANCE
PROJECT NAME AUTHORIZATION EXPENDITURES EXPENDITURES JUNE 30, 2007
GOVERNMENTAL FUNDS:
School bond fund ........ccoevevennenns $ 17,918,772 $ 7,735,110 $ 13,750,569 $ 4,168,203
Police and Fire bond fund ........... 8,901,166 2,469,128 6,869,447 2,031,719
Public building bond fund........... 1,680,000 650,945 1,066,181 583,819
Recreation bond fund ................. 4,153,932 1,280,722 3,356,600 797,332
Highway bond fund........ccoevrrne. 4,710,674 2,481,107 4,484,959 225,715
Storm drains bond fund............... 496,893 267,823 496,800 93
Neighborhood infrastructure fund 1,531,223 40,789 1,326,051 205,172
Open space bond fund................. 481,090 336,760 144,330
ENTERPRISE FUNDS:
Sewer System Project........coveueren 1,266,575 828,400 828,400 438,175



EXHIBIT K
CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

II. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY (CONTINUED)
D. Deficit Fund Balance
During the year ended June 30, 2007, the City had a deficit fund balance in the following funds:

Nonmajor Governmental Funds
Community Development Block Grant..................... $ 115,557
Storm Drains Bond Fund......o.oviiiiiernrvrvrvevnvneveven 11,318

The deficits will be eliminated through future intergovernmental grant receipts, repayment of program
loans or inter-fund contributions.

I, DETAILED NOTES
A. Cash and Investments

1. Deposits - Custodial Credit Risk - Custodial credit risk is the risk that, in the event of a bank failure,
the City’s deposits may not be returned to it. The City’s deposit policy for custodial credit risk
requires that deposits be placed in financial institutions that are FDIC insured up to $100,000 and
rated “well capitalized” on the institution’s most recent audited financial statements/SEC filings, if
deposits exceed $100,000. As of June 30, 2007, the City’s bank balance of $53,605,499 was
insured and collateralized as follows:

INSUTEH ...creerecrcncrecrrtenrcms s rersessns s casssarseseasrssssssansasessasessnnes $ 450,707
Collateralized:
Collateral held by the pledging banks’

trust departments, not in the City’s DAME .....c.cveereereerrereerceressnens 53,154,792
Total amount subject to custodial credit risk.......cocoeoeirciiine. $ 53605499

2. The investments classified under Risk Category 3 are covered by the Securities Investor Protection
Corporation (SIPC) up to $500,000, including $100,000 of cash from sale or for purchase of
investments, but not cash held solely for the purpose of earning interest. SIPC protects securities
such as notes, stocks, bonds, debentures, certificates of deposit and money funds.

At June 30, 2007, the City's investments (including restricted investments) consisted of the

following:
INVESTMENT MATURITIES (IN YEARS)
TYPE OF FAIR LESS 1-5
INVESTMENT VALUE N/A THAN 1 YEARS
Mutual Funds:
Equity Mutual Funds.........coververesrrevsereensns $ 36,598,233 $ 36,598,233 $ $
Bond Mutual Funds.......covmnnennann 6,257,380 6,257,380
Money Market Mutual Funds........cvervveee 1,712,047 1,712,047
Real Estate Investment Trust.....ocoovvereereernes 2429033 2,429,033
Certificates of Deposit......ccceeneereonereercrearen: 15,716,342 15,716,342
Guaranteed Investment Contracts ........evee. 2,288,355 2,288,355
TOTAL.....coinrrerrensrrerireessissassisessnssersaernens $_65,001,.390 $ 39,027,266 $ 19,716,744 $ 6257380

Interest rate risk - The City does not have a formal investment policy that limits investrnent
maturities as a means of managing its exposure to fair value losses arising from increasing interest
rates.

Credit risk - The City has no investment policy that would limit its investment choices due to credit
risk other than State Statues govemning investments in obligations of any State or political
subdivision or in obligations of the State of Rhode Island or political subdivision.




EXHIBIT K
CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

III. DETAILED NOTES (CONTINUED)

A. Cash and Investments (Continued)

The City’s investments subject to credit risk had average ratings by Standard & Poor’s as follows:

MONEY
MARKET  GUARANTEED BOND
MUTUAL INVESTMENT MUTUAL
AVERAGE RATING FUNDS CONTRACTS FUNDS

Unrated........ovcecnnnmicniinannan, $ 1,712,047 $ 2288355 $ 6,257,380

Custodial credit risk - The City does not have a formal policy with respect to custodial credit risk.
Custodial credit risk is the risk that, in the event of the failure of the counterparty, the City will not
be able to recover the value of its investment or collateral securities that are in the possession of an

outside party.

Guaranteed Investment Contracts investments are held by the counterparty’s trust department or
agent but not in the City’s name and, therefore, are subject to custodial credit risk.

AMOUNT
LESS SUBJECT TO
INSURED CUSTODIAL
TOTAL AMOUNTS CREDIT RISK
Guaranteed Investment Contracts ........... $ 2288355 $ 500,000 $ 1,728,355
Real Estate Investment Trust .........c.co.ee... 2.429.033 500.000 1.929.033
TOHAL corerereerresrrernsnereerrenrsrsrestonssevssessensoreens 5 4717388 1,000,000 53657388

B. Receivables

Receivables as of year end for the City’s government-wide financial statements by type, including
the applicable allowances for uncollectibles, are as follows:

PROPERTY TAXES
INTEREST
TAXES & PENALTIES TOTAL
Current Portion 21233727 §___©903008 § 2136833
Long-term Portion .......oeoensceseesianns $ 4229824 $ 1,574,200 $ 5,804,024
Less Allowance for Uncollectibles ..... {__3.091,000) { 740.571) (3831571
Net Long-term Portion..........ccccercee 113884 % 833,629 $ 1972453
Total Receivable ......ceenirenmesenseeconnns $ 2372551 § 1736727 % 4,109278
CONNETTA ECONOMIC
PARK DEVELOPMENT CDBG
LOAN LOANS LOANS TOTAL

Gr055 Receivable. .o 105392 § 874287  § 1231203 & 2210882




EXHIBIT K

CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

III. DETAILED NOTES (CONTINUED)

B. Receivables (Continued)

SEWER
USE
CHARGES

GIOSS RECEIVADLE. ... oo cerctieeet et rrecrc e sress s et essesmssresarsassssssssressessesssesnesaesasasnsnasnssnns $ 1,448,747
Less Allowance for Uncollectibles.......couviircnrerenmnenininnnssssnssenessssnesesessanas (__381,000)

INEL RECEIVADLE oo eeecreiree e eerersnecsecrnreese et sncsnsessnessresmresssesres sesssenresansssnsares enssneansns £ 1,067,747

Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Governmental funds also defer
revenue recognition in connection with resources that have been received, but not yet earned. At the
end of the current fiscal year, the various components of deferred revenue and unearned revenue
reported in the governmental funds were as follows:

DEFERRED REVENUE:
Delinguent property taxes receivable (general fund)........cocccoerccecnmieccninnencaees $ 4,237,602
UNEARNED REVENUE:
Advance taX COHUGCHOMNS ..coviivirireerersrerrerrierieresseessrsvestestesasesesssesssssesssssssanssessesases 881,375
Unearmned developer SECUtity deposits ......oovrcrccreeerrsreecricesereeseresseseeesessesseseanes 89,574
Grant draw-downs prior to meeting all eligibility requirements........c.cccecrnenne 2,312,360
Unearned charges for SEIVICES ... ssasseses 5.036
TOTAL UNEARNED REVENUE FOR GOVERNMENTAL FUNDS................. $ 7.525947

B S $ 1,938,920




EXHIBIT K
CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

I, DETAILED NOTES (CONTINUED)
C. Capital Assets

Capital asset activity for the year ended June 30, 2007 was as follows:

BALANCE BALANCE
JULY 1.2006  INCREASES DECREASES  JUNE 30, 2007

Governmental Activities:
Capital Assets, not being Depreciated:
Land $ 11,062,827 $ $ 11,192y § 11,051,635
Construction in progress... 5,031,380 5,031,380
Total Capital Assets, not being Depreciated 11,062 827 5,031,380 (11.192) 16,083,015
Capital Assets, being Depreciated:
Land IMpProvementS ...evvesisrisiniisisinesisnesessesssessensssens 9458614 1,477,424 10,536,038
Buildings........ 59,121,582 3,371,812 62,493,394
Machinery and equipment 2,653,079 812,643 (8,378) 3,457,344
Office fumniture and equipment 5,151,755 765,104 (51,324) 5,865,535
Vehicles 14,418,660 1,966,254 (1,534,790) 14,850,124
INfrastiIChUIe ottt 21.676.306 556,234 82.232 540
Total Capital Assets, being Depreciated .......occceernenas 172,479,996 8.949471 {1,594.492) 179,834,975

Total Capital Assets............ 183,542,823 13,980,851 {1,605 684) 195,917,990
Less Accumulated Depreciation for:

Land improvements. ...osiiienrennesescesreenecessseseeeas 5,552,647 544 968 6,097,615
Buildings.... - 30,829,376 1,148,579 31,977,955
Machinery and equlpment 1,645,855 238,493 (8,378) 1,875,970
Office furniture and equnpment ........ 4,930,903 152,369 (73,865) 5,009,407
Vehicles 10,892,235 1,287,042 (1,596,193) 10,583,084
INFrASITUCULE «.ovvvreeeee s sns s ssssssssssssssssssssmsssnncmsmsmnssemsmns 26,842,257 1,291,808 (19.771) 28,114,294

Total Accumulated Depreciation .......coeeeeeeeeeereeerene

80.693.273 4,663,259 (1,698,207} £3.658,325

Total Capital Assets, being Depreciated, net................ 91,786,723 4286212 103,715 96,176,650
Governmental Activities Capital Assets, net..... $102.849 550 $ 9317592 by 92,523 $£112,259.665
Business-Type Activities:
Capital Assets, not being Dggreciated:
Yand.., v 9 342,712 3 3 $ 32712
Conslructxon in progrtss 5.756,558 276,128 (4.515.708) 1,116,978
Total Capital Assets, not being Depreciated................. 6,099,270 276,128 (4.915.708) 1,459.690
Capital Assets, being Depreciated;
Land improvements 266,795 266,795
Leasehold improvements 83,476 30,684 114,160
Collection SYSIEIMS ......cvrrerrvrvrsssssssssssessssssssnsessiatases 46,507,472 46,341 46,553,813
Treatment and pumping plant .........cceceeeerveeemrereseenens 74,969,244 6,095,733 81,064,977
Machinery and equIpmMEnt.......cooevveeesnesessaseareserreernene 1,052,420 17,175 (18.370) 1,051,225
Total Capital Assets, being Depreciated .......c....cvvonnene 122 879407 6,189,933 {18,370) 129,050,970

Total Capital ASSEIS...........coeeeeceeccrereresnessnerrasaess
Less Accumulated Depreciation for:

128,.978.677 6,466,061 (4.934,078) 130,510,660

Land improvements......c..ccooeee. 166,983 13,340 180,323
Leaschold improvements.... 6,649 10,290 16,939
Collection systems... . 26,135,343 638,188 26,773,531
Treatment and pumpmg pIant 30,314,015 1,678,245 31,992,260
Machinery and equipment.......c.cococivverercneeresemseneseens 900,402 30,893 {18.370) 912,925
Total Accumulated Depreciation ..........ccceovevereveeeenes 57,523,392 2370956 (18,370) 59.875.978
Total Capital Assets, being Depreciated, net ............... 65,356,015 3.818977 - 69,174,992
Business-Type Capital Assets, net 3§ 71,455285 $ 4095105 $(4915708) 8 70,634,682
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CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

Il. DETAILED NOTES (CONTINUED)
C. Capital Assets (Continued)
Depreciation expense was charged to functions of the City as follows:

Governmental Activities:

GEnETal OVEINIIEIIE ......ceeeeeeeeiteeetceerecetantesersrvr e e ssressnssesseassressasstssessesonsssssssssrassansanen $2,081,119
PUDHE SAIELY ..ovevvvecerrieeeerrercrre e ree s e s eresesse s esa st sbes s asn st s s sss s s s s ra s smabsa bt esssisaes 686,065
PUDLC WOIKS ottt te s se e e e es e sae s s eeseassassetse e e et st sasssessasoastesnemamens 728,884
BUCHLION ..ottt e e e e eac e sns et snesms et are e n et saeseess st st nresae st sseaasat st sme s res 384,357
Parks and reCratiOn ... vvuecceereeecreree e eere e ss s erssers s sn b s ens s s s b s b s st eas st 112,241
PUDLIC LIBIALIES. .....e v cevesessinrenessrssissrenieresrassassssemsressessasensressssssensene sestensssssessasessensansassssnens 23,547
S BTLIOT SETVICES 1. reereravearerevarsersarrassarsssarssressassesssssssressasranssesssseaesssnssessssastansassneessessesansatns 47.046
Total Depreciation Expense - Governmental ACHVITIES .........ccocvvrerveerenrecrererereriensnnrens $4,663,259

Depreciation expense was charged to business-type activities as follows:

Business-Type Activities:

W T 1 v eurererrerrereratrstetesaesareseesteasansaasessesvussesenssunsssassnsssasansantansesnesasassnnbessissasassassrasentian $2,334,588
Public facilities management foundation ..........ceccevrerineerinsssieceeenesese e essae e s 12,110
SChOOT TUNCH ...evevtreereeseeneeiceresene st s srrase s sesnrs e s s e st sas et sbasessbas s sesssassesbassmabes 24258
Total Depreciation Expense -~ Business-Type ACHVIHIES .vvveceeveveeiecierercerncsneenrenes $2.370,956

Construction Commitments

The City has active construction projects as of June 30, 2007. At year end, the City’s commitments
with contractors are as follows: '

Project Commitment
Governmental Activities:
School CONSLITUCHION .vevrveeeeerreeariercrereeeteae e s e senesreersssneessensassens § 2,229246
Playgrounds .........vcerveeresrererserennsesmensrssesesssmssnsmnessessssessnsssssareses 46.500
TOLAL....cceeeecrieerterr st v v vers e eeessesrraseesas st saseeseessesstasesssranbantssassaesanen 3 2,275,746

Business-Type Activities:
Sewer Plainfield Pike project......cvvcmvremirnrercernesrcnnesssesssnsenes $§ 438,175
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III. DETAILED NOTES (CONTINUED)
D. Interfund Accounts

1. Interfund Payables and Receivables

A summary of interfund balances as of June 30, 2007 is as follows:

CORRESPONDING
FUND DUE FROM DUE TO

MAJOR FUNDS:
GENERAL FUND:

School unrestricted fund N/A $ 227529 $

Budget Stabilization N/A 33,702 ;

Community Development Fund..................... N/A 24,590 ‘

Public Service Funds N/A 192,812

Capital Facilities Impact Fund N/A 2,019

WIA Job Development Fund ...... N/A 34,802

Police and Fire Bond Fund.......... NFA 1,172

Private Purpose Trust Funds ......cecnnnnns N/A 1,643

OPEB Trust Fund.........curcrsnersnserenersrsesens N/A 702,854

Internal Service Fund N/A 63,173

Sewer fund.......coeeeeerera e N/A 53,302
TOTAL GENERAL FUND..........cccoovvrrrrceercrennne 1,337,598 -
SCHOOL SPECIAL REVENUE

UNRESTRICTED:

General Fund ... N/A 227,529

School Lunch Fund...........ceceveernnnn N/A 283,782

Restricted School Funds N/A 724980
TOTAL SCHOOL SPECIAL REVENUE

UNRESTRICTED 1.008.762 227,529
SEWER:

General Fund N/A 53,302
NONMAJOR FUNDS:

Restricted School Funds.....vvvenrcrniirnnan School Unrestricted Fund 724,980

Budget Stabilization Fund.......oeriessssnesissens General Fund 33,702

Community Development Block Grant Fund General Fund 24,590

Public Service Funds.......c.oo e eeceeccesecececeenns General Fund 192,812

Capital Facilities Impact Fund .....cceeverevereerene General Fund 2,019

WIA Job Development Fund .......cocecerrvnnes General Fund 34,802

Police and Fire Bond Fund..........ccoooeecoreeeec General Fund 1,172
TOTAL NONMAJOR FUNDS.........coerveerceen - 1.014.077
ENTERPRISE FUND:

School Lunch Fund ..., School Unrestricted Fund 283,782
INTERNAL SERVICE FUND:

Insurance Risk Management Fund................. General Fund 63,173
FIDUCIARY FUNDS:

OPEB Trust Fund.........cvveereeeererecrieeerennnns General Fund 702,854

Private Purpose Trust Education

Scholarships....ccc v reeesmeresesnssssnensssseesesssnnneas General Fund 1,643

TOTAL FIDUCIARY FUNDS.......ccceemsmrenssonsirenns - 704,497

GRAND TOTAL....oiiniiiininisiississisiieens 3§ 2,346,360 3 2,346,360




CITY OF CRANSTON, RHODE ISLAND

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

EXHIBIT K

III. DETAILED NOTES (CONTINUED)

D. Interfund Accounts (Continued)

1. Interfund Payables and Receivables (Continued)

All interfund balances result from time lag between the dates payments occur between funds for

short-term internal financing.

2. Interfund Transfers

A summary of interfund transfers as of June 30, 2007 is as follows:

Short-Term Obligations - Bond Anticipation Notes

CORRESPONDING TRANSFERS TRANSFERS
FUND IN ouT

GENERAL FUND:;

Excise Tax Phase Out Fund......... N/A $ 12,438,045

School Unrestricted Fund............ N/A 84,513,637

Budget Stabilization Fund........... N/A 1,500,000

Police and Fire Bond Fund.......... N/A 4,139
TOTAL GENERAL FUND................. 13,938.045 84,517,776
SCHOOL UNRESTRICTED:

General Fund.........ccovrvurenrivivinnns N/A 84,513,637
NONMAJOR FUNDS:

Budget Stabilization Fund........... General Fund 1,500,000

Public Service Fund........ccueu....... Police and Fire Bond Fund 79,000

Police and Fire Bond Fund.......... General Fund 4,139

Police and Fire Bond Fund.......... Public Service Fund 79,000

Excise Tax Phase Out Fund......... General Fund 12,438,045
TOTAL NONMAJOR FUNDS........... 23,139 14,017,045
GRAND TOTAL $ 98534821 § 98534821

The City\uses bond anticipation notes during the construction period of various public projects prior to
the issuance of the bonds at the completion of the project.

Short-term obligation activity for the year ended June 30, 2007 was as follows:

BALANCE BALANCE
‘ JULY 1, JUNE 30,
TYPE OF OBLIGATION 2006 ADDITIONS REDUCTIONS 2007

Bond Anticipation Note......ccoeeee...... . § 1300000 $

$ 1,300,000 k3 =
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CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

III. DETAILED NOTES (CONTINUED)

F. Changesin Long-Term Obligations

1. Summary of Changes
The following is a summary of changes in long-term obligations during the fiscal year:

Governmental Activities:

BALANCE BALANCE
ORIGINAL  DATEOF DATECOF  INTEREST JULY 1, JUNE 30, CURRENT
DESCRIPTION AM T ISSUE MAT DDITIONS DED ION 2 PORTION
GENERAL OBLIGATION:
Public improvement § 17,540,000 06/15/98 07/15/18 44-60% § 2,185000 % $ 585,000 § 1,600,000 § 780,000
Public improvement 16,115,600 11/15/9% 11/15/19  4.5-5.45% 2,425,000 325,000 2,100,000 660,000
Refunding ......coevr 13,320,000  12/01/00 07/01/15  4.5-5.5% 8,615,000 955,000 7,660,000 960,000
Public improvement 27,050,000 02/15/04 02/15/24  2.0-5.0% 24,340,000 1,355,000 22,985,000 1,355,000
Advance refunding 22,280,000 05/13/05 07/15/19 3.0-5.0% 22,220,000 5,000 22,215,000 105,000
Public improvements 23,900,000  6/14/06 4/172026  4.0-5.0% 23,900,000 993,000 22,905,000 805,000
Total General Obligation BORAS.........coorinmrerrnrresrsersrssmsmsssersnsrneresescsssessrssonss 83,685,000 - 4,220,000 79,465,000 4,665,000
BOnd PIEImHUINS. .....ooovveece e sssti e sassasseanas st s ssasosasn s s nessonnsssanns 2.870.376 150,351 2,720,025
TOTAL BONDS AND RELATED LIABILITIES .......ooorvecerreecerceeersaeeneerenes - 4 i 2.185,02 4,665
LEASES PAYABLE:
Public Facilities Management
Foundation Lease 5,130,000 11/01/00 11/01/15 4.75-5.25% 3,810,000 300,000 3,510,000 315,000
Modular buildings. 138,599  07/30/01 06/30/06 5.25% 2,621 2,621 -
Musical Instraments 114,811  10/16/06 12/0110 7.81% 114,811 25,658 89,153 19,840
Modular buildings. 189,573  09/01/02 09/01/07 4.85% 49,097 41,912 7,185 7,185
Telephone equipment 95,484  08/01/02 08/01/07 0.0% 20,688 19,097 1,591 1,591
School buses ......... 420,000  12/15/02 12/15/07 3.84% 96,666 96,666 -
Vehicle - trucks..... 1,478,889  10/31/01 10/31/07 54% 457,764 222 865 234,899 234 899
Total Leases Payable.... ..o sssss s s sessesensossesasns 4,436,836 114,811 708,819 3,842 828 578515
TOTAL BONDS AND NOTES AND RELATED LIABILITIES ........ccooevirenaes 90,992,212 114,811 5,079,170 86,027,853 5,243,515
COMPENSATED ABSENCES.....cocviieciiimin s ssssisssassassasins 8,876,783 4069279 3,223,661 9,722,401 2,229.872
DEFERRED SALARY ....vvrriverrrimsiesierieseose e s s ses semssasms e sessessessmsessmsesseseaseassansen 369,464 20,250 349,214 34,921
NET PENSION OBLEGATION......c oot e st sevemenae seesseseeses s e seasas 88,555,714 1,013,794 87,541,920
CLAIMS AND JUDGMENTS ......oooververrereenesnesmesmermssmessssssssssnsssssssarsesesssoassssassansoas 60.000 60,000 30,000

All long-term liabilities are generally liguidated by the General Fand.

Capital assets obtained from capital leases totaled $2,437,356.
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CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

IIl. DETAILED NOTES (CONTINUED)

F. Changes in Long-Term Obligations {(Continued)
1. Summary of Changes (Continued)
Business-Tvpe Activities:

BALANCE BALANCE
ORIGINAL DATEQF DATEOF INTEREST JULY I, JUNE 30, CURRENT
IPTI AMOUNT 1 E 2 ADDITI D TON! 2 PORTH

ENTERPRISE FUNDS
SEWER:

RI Clean Water...... $ 3,242,060 09/01/93 09/01/15 3.0% $ 1,621,000 3 $ 162,100 $ 1458900 $ 162,100

RI Clean Water...... 700,000  08/25/99 09/01157 3.0% 498,184 43,832 454,352 45,065

RI Clean Water...... 2,000,000 11/13/03 09/01/27 0.0% 1,900,000 100,000 1,800,000 100,000

RI Clean Water...... 3,400,000 12/30/04 09/01/11 0.0% 2,914,000 486,000 2,428,000 486,000

RI Clean Water...... 900,600 09/01/05 09/01257 3.0% 900,000 10,000 §90.000 10,000
TOTAL SEWER ...t e st sene s s st s sessss st s s st snsassassaranses 7,833,184 - 801,932 7,031,252 803,165
PUBLIC FACILITIES MANAGEMENT

FOUNDATION:
Certificates of

patticipation.......... 5,130,000 11/01/00 LHOV15  4.75-525% 3,810,000 300,000 3,510,000 315,000
Certification of participation unamortized discornt............ccvueveenneeiennn. (30,454) (3.337) (25.157)
TOTAL BONDS AND RELATED LIABILITIES.......ccoooiiri v e 11,612,650 - 1,096,595 10,516,095 1,118,165
COMPENSATED ABSENCES .........ooorccccnceeceserservasemesmesessssssnssnsssssssesns 19,767 7,796 27,563 2,756
DEFERRED SALARY 1.500 1.500 159
TOTAL ENTERPRISE FUNDS.......oocetcicenenennene $ 11633957 % 77965 1096595 § 10545158 $1.121071

The following is a summary of annual debt service requirements to maturity for the retirement of
general obligation debt, leases and certificates of participation:

BUSINESS-TYPE
GOVERNMENTAL ACTTVITIES ACTIVITIES
YEAR GENERAL LEASES CERTIFICATES OF
ENDING OBLIGATION DEBT PAYABILE PARTICIPATION CLEAN WATER BONDS
JUNE30, PRINCIPAL  INTEREST PRINCIPAL.  INTEREST PRINCIPAL.  INTEREST PRINCIPAL INTEREST

2008 F 4,665000 3 3,601,907 $ 518515 § 188,155 § 315000 § 168462 $ 803,165 § 100,986

2009 4,780,000 3,416,785 356,390 158,032 335,000 152,618 804,433 91,737
2010 4,885,000 3,223,537 373,061 139,795 350,000 136,053 805,736 82,449
2011 35,005,000 3,017,573 389,862 120,652 365,000 118,710 807,076 73,119
2012 5,135,000 2,793,139 385,000 100,143 385,000 100,143 806,454 63,752
2013-2017 25,925,000 10,352,958 1,760,000 188,803 1,760,000 188,802 1,604,388 148,287
2018-2022 19,845,000 4,552,170 800,000 54,445
2023-2025 9,225,000 952,650 600,000 12,378

TOTALS £ 79465000 § 31910719 $ 3842828 § R95580 § 3510000 $ 864,788 § 7031252 § 627,153




EXHIBIT K
CITY OF CRANSTON, RHODE ISLAND
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III. DETAILED NOTES (CONTINUED)

F. Changes in Long-Term Obligations (Continued)

2. Statutory Debt Limitations
Debt Lirnit

Except as explained below, under Rhode Island law the City may notf, without special statutory
authorization, incur any debt which would increase its aggregate indebtedness not otherwise excepted by
law to an amount greater than 3% of the taxable property of the City. Deducted from the computation of
aggregate indebtedness is the amount of any borrowing in anticipation of taxes authorized by law and the
amount of any sinking funds maintained by the City. There is currently no cutstanding debt of the City
subject to the 3% debt limit. The current 3% debt limit of the City is $257 million based on taxable
property as of December 31, 2003, of approximately $8.6 billion.

The State of Rhode Island General Assembly ("General Assembly™) may by special act permit the City to
incur indebtedness outside the 3% debt limit. Bonds issued either within the 3% debt limit or by special
legislation adopted by the General Assembly authorizing the City to incur debt are subject to referendum
by the electors of the City. On June 30, 2007, the City had $79,465,000 of debt outstanding, none of
which is subject to the 3% debt limit.

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

3. Prior Year Debt Refundings

During the fiscal year ending June 30, 2005, the City issued $22,280,000 of general obligation bonds for
the advance refunding of $21,755,000 of two public improvement bonds. The proceeds of the new bonds
were placed in an irrevocable trust to provide for all future debt service payments on the old bonds.
Accordingly, the trust account's assets and the liability for the defeased bonds are not included in the
City’s financial statements. At June 30, 2007, $21,180,000 of bonds outstanding are considered
defeased.

4.  Authorized/Unissued Bonds

The amount of authorized, unissued bonds is as follows:

General purposes $ 14,990,022
Schools 9,816,228
TOTAL 3 24,806,250

5. Deferred Salary

Deferred salary represents an agreement Cranston Public Schools made with the teachers union in 1992,
Under the agreement any teacher who was employed by the school system prior to and inclusive of the
1991-1992 school year is eligible, upon departure from the Cranston Public School system, for a stipend.
The amount of the stipend is based on the salary step held by the teacher during the 1991-1992 school
year. The deferral, not to exceed $1,500 per teacher will be paid in a lump sum upon each teacher’s
separation from service. In the event a teacher dies while in the employ of the Cranston Public Schools
the benefit will be paid to the teacher’s estate. As of June 30, 2007, there were 277 teachers eligible for
the benefit, with an outstanding balance of $349,214.
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CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

IV. OTHER INFORMATION

A. Risk Managemen{

The City is exposed to various risks of loss related to public official liability, police liability, Board of
Education legal liability, theft or impairment of assets, errors and omissions, injury to employees and
natural disasters. The City is self-insured in most areas of risk, subject to certain third party “stop loss™
coinsurance. Self-insured risks include general liability, property and casualty, workers’ compensation,
unemployment and employee health and life insurance claims. Settled claims have not exceeded
cominercial coverage in any of the past three years, and there has not been any significant reductions in
insurance coverage from amounts held in prior years.

The City’s health insurance program provides coverage to the City’s employees and retirees through
Healthmate and Blue Cross - Blue Shield of Rhode Island (BC/BS), United Healthcare and Delta Dental
of Rhode Island. The City’s program is a self-insured program with BC/BS, United Healthcare and
Delta Dental acting as third-party agents for the City in the payment of the various claim plans used by
the City.

The City of Cranston contributes to a separate account an amount per covered employee which would
otherwise have been paid to an insurance carrier. These amounts are determined by an independent
third party consultant hired by the City of Cranston who works with the provider to examine past
experience and determine an adequate amount for each type of plan offered by the City. Factors
considered by the plan administrator include the amount of claims paid during the previous year, claims
administration costs and projected insurance industry inflation rates. The City of Cranston, including
Cranston Public Schools, incutred approximately $30 million for fiscal year 2007 under this plan.

The claims liabilities reported in the general and school department funds are related to the self-
insurance program and are based upon the provisions of GASB Statements No. 10 and 30, which require
that a liability for estimated claims incurred but not reported (IBNR) be recorded. The amount of claim
accrual is based on the ultimate costs of settling the claim, which include past experience data, inflation,
and other future economic and societal factors and incremental claim adjustment expenses, net of
estimated subrogation recoveries. The claim accrual does not include other allocated or unaliocated
claims adjustment expenses.

In order to avoid catastrophic losses, the City “reinsures” the program by purchasing insurance known as
“stop-loss insurance” from BCS Insurance Co. and United Healthcare Services. Two types of “stop-loss
insurance” are purchased: 1) individual stop-loss; and 2) aggregate stop-loss, with both provided
through the Plan Administrator. Under the individual stop-loss insurance, the City pays the first
$200,000 of claims for individual employees or dependents. Any charges accrued by an individual in
excess of $200,000 in a fiscal year are thereafter reimbursed by BCS Insurance Co. and United
Healthcare Services. The aggregate stop-loss is designed to protect the City for multiple large claims
which may not reach the individual stop-loss attachment point ($200,000). The aggregate stop-loss limit
is $2,000,000 per claim.

The City is exposed to various risks of loss related to torts, theft of, damage to, and destruction of assets,
errors and omissions, injuries to employees, and natural disasters. The City established the Cranston
Claims Committee (an internal service fund) to account for and finance its uninsured risks of loss.

The City records liabilities for self-insured claims reported if it is probable that a loss has been incurred
and the amount can be reasonably estimated. The City has established a liability based on historical
trends of previous years, where available, and attorney’s estimates of pending matters and lawsuits in
which the City is involved.
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IV. OTHER INFORMATION (CONTINUED)

A. Risk Management (Continued)
Changes in the self-insurance liability for the fiscal years ended June 30, 2007 and June 30, 2006 are as

follows:
007 006
FULY Lo e $ 3,345,795 $ 3,056,894
Add: incuired Claims .......covveverecrcerenrncnereerenees 33,970,653 30,007,423
Less: payments of claims attributable to events |
of both the current and prior fiscal years:
Health and life .....ccoevrvcnecrercccrenrcrrnreneenne 28,781,177 26,052,374
Other Claims.....c.eeeeerererrenesrereenserserasrensesreses 377,031 3.666.,148 |
JUNE 30 et 3 8,158,240 $ 3.345.795

The liabilities above have not been discounted to their present value. Incurred claims represent the total
of a provision for events of the current fiscal year and any change in the provision for events of the prior
fiscal years.

B. Lease of Wastewater Treatment Facility

The City has entered into a Wastewater Treatment Facility Lease and Service Agreement with Triton,
LLC/U.S. Filter/Veolia Water (the "Company"). The terms of the agreement include among others that
the City will lease to the Company its Wastewater Treatment System for 25 years. The City will remain
owner of the system and will continue to establish and collect all sewer fees. The Company will be
responsible for providing wastewater treatment services to the City for that time period; operating and
maintaining the City's wastewater treatment facility, pumping stations, force mains, sewer interceptors
and the rest of the collection system; designing, constructing and testing certain system improvements;
and administering the City's municipal industrial pre-treatment program ("MIPP").

The contract required the Company to pay the City a one-time payment as consideration for the lease.
The payment of $48.0 million represents a prepayment of the lease payments due to the City over the
next 25 years. These lease payments are "earned" over the life of the lease. Accordingly, deferred
revenue has been recorded in the Sewer Enterprise Fund which will be realized on a straight-line basis
over the life of the lease (25 years).

At June 30, 2007, the balance of unearned revenue related to this was $28,800,000, which is comprised
of a short-term portion of $1,920,000 and a long-term portion of $26,880,000.

During the term of the agreement, the City pays the Company a service fee, which is calculated based on
definitive components and amounts, as adjusted in accordance with guidelines established in the
agreement. The service fee is generally fixed at the beginning of each fiscal year. During 2007, the City
paid service fees totaling $13.1 million. The City also recognized 4% of the lease payment ($1,920,000)
as revenue for the year ended June 30, 2007.
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IV. OTHER INFORMATION (CONTINUED)

C. Commitments and Litigation

Construction and other significant commitments have been reported as reserve for commitments in the
fund equity section of the balance sheet.

Amounts received or receivable from Federal and State grantor agencies are subject to audit and
adjustment by grantor agencies. Any disallowed claims, including amounts already collected, may
constifute a liability of the applicable funds. The amount, if any, of expenditures which may be
disallowed by the grantor cannot be determined at this time, although the City expects such amounts, if
any, to be immaterial.

The City is a defendant in various lawsuits and the outcome of these lawsuits is not presently
determinable. In the opinion of the City attorney, the resolution of these matters will not have a
material adverse effect on the financial condition of the City.

D. Emplovee Retirement Systems
Summary

The City contributes to five defined benefit pension plans - the Police and Fire Employees' Pension Plan
of the City of Cranston ("PFERS"), a single-employer plan; the Municipal Employees' Retirement
System ("MERS"), an agent multiple-employer plan; the Employees’ Retirement System of the State of
Rhode Island ("ERS"), a cost-sharing multiple employer plan; the National (Industrial) Pension Plan, a
cost-sharing multi-employer defined benefit plan; and the New England Teamsters & Trucking Industry
Pension Plan, a cost-sharing multiple-employer plan. The PFERS is presented in the accompanying
financial statements as a fiduciary fund. MERS, ERS, the National Industrial Pension Plan and the New
England Teamsters & Trucking Industry Pension Plan are not included in the City's financial statements.

1. Police and Fire Employees’ Pension Plan of the City of Cranston (“PFERS")
a. Summary of Significant Accounting Policies and Plan Asset Matters
(i) Basis of Accounting

PFERS’ financial statements are prepared on the accrual basis of accounting. Contributions
are recognized when due, pursuant to formal commitments and contract requirements and
investment income is recognized when earned and expenses (benefits, administration and
refunds) are recognized when due and payable in accordance with the terms of the plan.

(i} Valuation of Investments

Investments are valued at fair value. There are no investments of 5% or greater in any
one organization.

b. Classes of Employees Covered

As of July 1, 2007, the plans’ membership consists of:

Fire Police Total
Retirees, disability retirees and beneficiaries
receiving benefits .......cevervcnciinnnccic e 216 191 407
Active plan members vested ......oooooneieniceinininienes 60 37 97

Active plan members non vested ........ocvernreeriscncneas

B |
B |
S
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IV. OTHER INFORMATION (CONTINUED)

D. Emplovee Retirement Systems (Continued)

1. Police and Fire Employees’ Pension Plan of the City of Cranston (“PFERS”) (Continued)

¢. Benefit Provisions

PFERS is a single-employer defined benefit pension plan that covers all Police and Fire
Department personnel hired before July 1, 1995. The Plan provides retirement, disability and
survivorship benefits to plan members and their beneficiaries. A member may retire after 20
years of service. The pension is equal to 2 %% of the member’s final compensation for each
year of service up to 20 years and increases 2% for each year (up to 10 years) in excess of 20
years. An additional 5% of final compensation is added to the pension at 55 years of age. A
deferred pension is available to employees completing 10 years of service.

Contributions

Police personnel are required to contribute 10% of their base salary to the pension plan and fire
personnel are required to contribute 10.5% of their base salary and longevity to the pension
plan,

d.  Schedule of Employer Contributions

ANNUAL
PERIOD REQUIRED ACTUAL PERCENTAGE
ENDED CONTRIBUTION _ CONTRIBUTION  CONTRIBUTION
June 30, 2002 $18,996,537 $ 9,482,990 50%
June 30, 2003 24,945,408 14,949,999 60%
June 30, 2004 21,877,449 23,876,569 109%
June 30, 2005 22,147,958 20,024,158 90%
June 30, 2006 21,723,021 21,339,876 98%
June 30, 2007 21,723,021 21,723,021 100%

e.  Actuarial Assumptions

The information presented as historical trend information was determined as part of the
actuarial valuation as of the date indicated in the tabulation. Additional information as of the
latest valuation is as follows:

VALUATION DATE.......oovirrenrcrsienennnns JULY 1, 2007
ACTUARIAL COST METHOD..........ccvvuruene. ATTAINED AGE NORMAL
ASSET VALUATION METHOD..........cccouuuu FAIR VALUE
ACTUARIAL ASSUMPTIONS:

Investment Rate of Retlim.....cccovovecvveeieceerrinens 8%
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IV, OTHER INFORMATION (CONTINUED)

D. Employee Retirement Systems (Continued)
1. Police and Fire Emplovees’ Pension Plan of the City of Cranston (“PFERS”) (Continued)

e Actuarial Assumptions (Continued)

PROJECTED SALARY INCREASES:

METHE ot 3%
Cost-of-living adjustment .........ccoececneenee 3%
IBflation......cococveccneercericneenenseen e 3%
AMORTIZATION METHOD ................. OPEN
LEVEL DOLLAR
REMAINING AMORTIZATION PERIOD...... 26 YEARS

Jf Annual Pension Cost and Net Pension Obligation (NPO)

The changes in the net pension obligation of PFERS as of June 30, 2007, were as follows:

Annual required cODIIDULION ......cueereerrerneesenecnserecnseraes $ 21,723,021
Interest on net pension obligation ........ccoevecveerecrerennnne. 7,084,457
Adjustments t0 ARC.......coveercervrcernrsnensnnerererereseeens { 8.098251)
Annual Pension COSt .....eureeeerereesrnreserenesecnenseesesensens 20,709,227
Contribution Made .....cvoverrvecrveervernerrenree e reseresssesenens (21,723.021)
Change in net pension obligation..........eeveveeererercrenaes ( 1,013,794)
Net pension obligation - July 1, 2006 ........coceceeeeennnee. 88.555.714
Net pension obligation - June 30, 2007......covvvevervenrnns $ 87,541,920

& Three Year Trend Information

ANNUAL
PENSION PERCENTAGE NET
YEAR COST OF APC PENSION
ENDING (APC) CONTRIBUTED OBLIGATION
2007 $20,709,227 100% $87,541,920
2006 20,788,384 100% 88,555,714

2005 21,303,175 100% 89,107,206
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D. Employee Retirement Systems (Continued)

2. Municipal Emplovees’ Retirement System of the State of Rhode Island (“MERS”)

a. Plan Description

Upon the date of hire, all full-time City, non-certified school employees and police and fire
personnel hired on or after July 1, 1995, are eligible to participate in MERS, an agent multiple-
employer plan administered by the Employees® Retirement System of the State of Rhode Island.
Employees who retire at or after age 58 with 10 years of credited service or at any age after 30
years of credited service are entitled to a retirement benefit payable monthly for life. The
retirement benefit is 2% of final average salary. Final average salary is the three highest
consecutive years of eamned salary excluding overtime, bonuses or severance pays. MERS also
provides death and disability benefits. Benefits are established by State Statute. Financial
statements for MERS can be obtained by contacting the Employees’ Retirement System of the
State of Rhode Island, 40 Fountain Street, Providence, RI 02903, or by accessing their website

at WwWw.ersri.org.

b. Funding Policy

Covered employees are required by Rhode Island General Law Section 45-21-41 to
contribute 6% of their salary to the plan and contribute an additional 1% for a cost-of-living
provision. Annual required contributions are actuarially determined for each separate
employer and are assessed to each as a percentage of their participating employees’ payroll.
The annual required contribution covers normal cost and, where applicable, a payment to
amortize the unfunded actuarial accrued liability. The unfunded actuarial accrued liability is
amortized as a level percent of payroll over a close period of 30 years measured from
June 30, 1999. Police contribute 10% and fire personnel are required to contribute 11.5% of
their salary with the excess contribution (1.5%) offsetting the City’s required contribution.
For 2007, the City’s contribution rate for police personnel was 17.14% and 19.10% for fire
personnel, resulting in a net contribution by the City for fire personnel of 17.60%.

¢. Contributions

The City’s contribution rate for general employees was 3.14%.

YEAR ANNUAL
ENDED REQUIRED ACTUAL PERCENTAGE
JUNE30, CONTRIBUTION CONTRIBUTION CONTRIBUTION
General Employees
2005 $ - $ - 100%
2006 9,541 9,541 100%
2007 395,156 395,156 100%
Police
2005 $731,1i8 $731,118 100%
2006 823,426 823,426 100%
2007 1,024,180 1,024,180 100%
Fire
2005 $996,437 $996,437 100%
2006 952,013 952,013 100%

2007 1,247,321 1,247,321 100%
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D. Employee Retirement Systems (Continued)
3. Emplovees’ Retirement System of the State of Rhode Island (“ERS™)
a. Plan Description

All full-time teachers including superintendents, principals, school nurses and certain other
school officials (“clagsified employees™) in the Cranston Public Schools participate in the
ERS, a cost-sharing multiple-employer public retirement system. ERS provides retirement,
death and disability and health care benefits, all of which are established by State Statute.
ERS issues a publicly available financial statement that includes the financial statements and
required supplementary information for ERS. That report may be obtained by contacting the
Employees’ Retirement System of Rhode Island, 40 Fountain Sireet, Providence, RI 02903,
or by accessing their website at www.ersri.org.

Classified employees who retire at or after age 60 with 10 years of credited service on or
before July 1, 2005, or at any age with 28 years of credited service are entitled to a retirement
benefit payable monthly for life. The retirement benefit is a percentage of final average
salary per year of credited service with a maximum benefit of 80% of “final average” salary.
Final average salary is the three highest consecutive years of earned salary excluding overtime,
bonuses or severance pays. The percent of earnings related to each year of credited service is as

follows:
Years of Credited Service Percent/Year
1-10 1.7%
11-20 1.9%
21-34 3.0%
35 2.0%

For classified employees who were hired after July 1, 2005, or for current employees with
less than 10 years of contributory services on or before July 1, 2005, who attain at least 10
years of credited service, will become entitled to a retirement benefit payable monthly for
life. The retirement benefit is a percentage of final average salary per year of credited service
with a maximum benefit of 75% of “final average” salary. Final average salary is the three
highest consecutive years of earned salary excluding overtime, bonuses or severance pays. An
unreduced retirement benefit becomes available at age 65 and 10 years of service; actuarially
reduced retirement benefits become available at age 55 and 20 years of service. The percent of
earnings related to each year of credited service is as follows: '

Years of Credited Service Percent/Year
1-10 1.60%
11-20 1.80%
21-25 2.00%
26 -30 2.25%

3137 2.50%




EXHIBIT K
CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

IV. OTHER INFORMATION (CONTINUED)

D. Employee Retirement Systems (Continued)

3. Emplovees’ Retirement System of the State of Rhode Island (“ERS*) (Continued)
b. Funding Policy

Rhode Island General Laws set the contribution rates for participating State employees at
9.5% of salary. Annual coniributions by both employees and the State on behalf of those
employees are determined by actuaries and assessed as a percentage of participants’ payroll.
Plan members are required by State statue to contribute 9.5% of their salary to the plan. The
School Department contributions are based on a percentage of annual compensation of active
members, half of which is payable by the State of Rhode Isiand.

¢. Contributions

The School Department's required contributions and actual contributions made for the years
ended June 30, 2007, 2006, and 2005 were as follows:

PERIOD ANNUAL
ENDED REQUIRED ACTUAL PERCENTAGE
JUNE 30 CONTRIBUIION  CONTRIBUTION. ___CONTRIBUTION
2005 $5,371,312 $5,371,312 100%
2006 6,163,913 6,163,913 100%
2007 7,951,182 7,951,182 100%

4, WNational (Industriabh Pension Plan

a. Plan Description

Upon the date of hire, most of the City’s public works' employees and all School Department
bus drivers are eligible to participate in the National (Industrial) Pension Fund, a cost-sharing
multiple-employer defined benefit plan. The plan also provides the following types of pensions
which pay benefits to a retired participant during their lifetime and thereafier pay benefits to the
participant’s surviving spouse or other beneficiary: husband-and-wife pension, survivor’s
option pension, and 120 certain payments option pension. The Plan also provides for a
widow/widower’s pension. Employees who retire at or after age 62 with at least 5 years of
pension credit and have earned at least one of the years of pension credit during the period that
their employer is contributing to the pension fund are eligible for benefits through the regular
pension that is payable monthly for life. The retirement benefit is determined by the highest
contribution rate at which the employee earned pension credit and the years of pension credits
they have earned (up to a maximum of 30 years of pension credits). The Plan also provides
death and disability benefits. Benefits are established by the Board of Trustees of the Pension
Fund. Financial statements for the Plan can be obtained by contacting the Laborers® National
(Industrial) Pension Fund, 905 16™ Street, N.W., Washington, DC, 20106.

b. Funding Policy

Covered employees are not required to contribute to the Plan. For Fiscal Year ended June 30,
2007, the City was required to contribute $.97 per hour, and the School Department was
required to contribute $.48 per hour for each hour worked by the employees to the Plan.




EXHIBIT K
CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

V. OTHER INFORMATION (CONTINUED)

D. Employee Retirement Systems (Continued)

4. National (Industrial) Pension Plan (Continued)
¢. Contributions
Contributions for the past three years were as follows:
YEAR ANNUAL
ENDED REQUIRED ACTUAL PERCENTAGE
JUNE30 CONTRIBUTION __CONTRIBUTION CONTRIBUTION
City
2005 § 160,312 $ 160,312 100%
2006 132,843 132,843 100%
2007 139,661 139,661 100%
School
Department
2005 $ 68,689 $ 68,689 100%
2006 70,905 70,905 100%
2007 85,540 85,540 100%

5. New England Teamsters & Trucking Industry Pension Plan

a. Plan Description

Upon the date of hire, most workers within City Hall and other clerical staff throughout the City
are eligible to participate in the New England Teamsters & Trucking Industry Pension Plan, a
cost-sharing multiple-employer defined benefit plan. Benefits under the plan are provided
through a trust fund. A copy of the annual report can be obtained by contacting the trustees at:
New England Teamsters & Frucking Industry Pension Fund, 1 Wall Street, Burlington, MA
01803.

b. Funding Policy

Covered employees are currently not required to contribute to the Plan. For the Fiscal Year
ended June 30, 2007, the City was required to contribute $.55 per hour for each hour worked
by the employees to the Plan.

c¢. Contributions

YEAR ANNUAL
ENDED REQUIRED ACTUAL PERCENTAGE
JUNE 30 CONTRIBUTION ___CONTRIBUTION __ CONTRIBUTION
2005 $106,045 $106,045 100%
2006 160,662 160,662 100%

2007 165,352 165,352 100%




EXHIBIT K

CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

IV. OTHER INFORMATION (CONTINUED)

E.

Other Post-Employment Benefits (QPEB) — Public Safety Employees

1. Plan Description

The City maintains and administers a single-employer OBEB benefit plan that covers all public
safety employees. The plan provides health benefits and life insurance benefits to eligible retired
police and fire employees and their beneficiaries. The plans provisions may be amended by the
City and the Trustees of the plan. The trust is accounted for as an OPBEP trust fund in the City’s
financial statements.

Summary of Significant Accounting Policies and Plan Asset Matters
a. Basis of Accounting

The OPEB trust fund financial statements are prepared on the accrual basis of accounting.
Contributions are recognized when they are due, pursuant to formal commitments and
contractual requirements. Investment income is recognized when earned. Expenses (benefits
and administration) are recognized when they are due and payable in accordance with terms
of the plan.

b. VYaluation of Investments

Investments are valued at fair value. Securities traded on national exchanges are valued at
the last reported sales price. There are no investments of 5% or greater in any one
organization.

¢. Classes of Emplovees Covered

As of July 1, 2006 (date of the last actuarial valuation) membership data was as follows:

Active employees 713
Inactive Employees:

Retirees 220
Spouses 173
Retiree (Life only) 117
Total plan members 849

Funding Policy

The City established an Irrevocable Trust Agreement (OPEB Trust) effective July 1, 2006, and
has started to pre-fund OPEB liabilities. The City pays certain medical premiums for a retiree
and certain dependents until they reach the age of 65 years unless they are not covered by
Medicare benefits, in that case, coverage continues for life. If a firefighter dies before reaching
normal retirement age, the City pays for the benefit of the firefighter’s family, if any, the full cost
of family medical coverage (as in effect at the time of the firefighter’s death) until the
firefighter’s normal retirement date. In addition, the City pays the premium for life insurance for
its retirees having a coverage amount of $17,000.




EXHIBIT K
CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

IV. OTHER INFORMATION (CONTINUED)

E. Other Post-Employment Benefits (OPEB) — Public Safety Employees (Confinued)
4. Annual OPER Cost and Net OPEB Obligation

The City’s annual OPEB cost (expense) is calculated based on the annual required contribution of the
employer and employees who elect dependent coverage (ARC), an amount actuarially determined in
accordance with the parameters of GASB Statement 45. The ARC represents a level of funding that,
if paid on an ongoing basis, is projected to cover normal cost each year and amortize any unfunded
actuarial liabilities over a period not to exceed thirty years. The following table shows the
components of the City’s annual OPEB cost for the year, the amount actually contributed o the plan,
and changes in the City’s net OPEB obligation.

Annual required contribution $ 3,515,765
Interest on net OPEB obligation -
Adjustment to annual required contribution -

Anmal OPEB cost (expense) 3,515,765
Contributions made 3.692.176
Decrease in net OPEB obligation 176,411

Net OPEB asset - July 1, 2006 -

Net OPEB asset - June 30, 2007 $ 176411

The City’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the
net OPEB obligation for 2007 is as follows:

Fiscal Percentage of Net
Year Annual Annual OPEB OTEB

Ended OPEB Cost Cost Contributed Asset
6/30/07 ¥ 3,515,765 105% $ 176411

5. Funded Status and Funding Progress

Actuarial accrued liability (AAL) $47,222,807
Actuarial value of plan assets 127.670
Unfunded actuarial accrued liability (UAAL) 47,095,137
Funded ratio (actuarial value of plan assets/AAL) 0.3%
Covered payroll (active plan members) n/a
UAAL as a percentage of covered payroll n/a

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and new estimates
are made about the future. The schedule of funding progress, presented as required supplementary
information following the notes to basic financial statements, presents mmitiyear trend information
about whether the actuarial value of plan assets is increasing or decreasing over time relative to the
actuarial liabilities for benefits.




EXHIBIT K

CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

IV. OTHER INFORMATION (CONTINUED)

E. Other Post-Employment Benefits (OPEB) — Public Safety Employees {(Continued)

6. Actuarial Methods and Assumptions

The accompanying schedules of employer contributions present trend information about the amounts
contributed to the pian by employers in comparison to the ARC, an amount that is actuarially
determined in accordance with the parameters of GASB Statement 43. The ARC represents a level
of funding that, if paid on an ongoing basis, is projected to cover normal cost for each year and
amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty
years.

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and plan members) and include the types of benefits provided at the time
of each valuation. The actuarial methods and assumptions used include techniques that are designed |
to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of
assets, consistent with the long-term perspective of the calculations.

The projected unit credit cost method was used in the July 1, 2007 actuarial valuation. Actuarial
assumptions included an 8.0% investment rate of return (net of administrative expenses). Only assets
that have been contributed to the OPEB Trust are considered available for liabilities for purposes of
the valuation. The City does use other assets to pay the liabilities on a pay-as-you-go basis at the
present time, The actuarial assumptions for healthcare cost trend is growth of 6% for 2007 and
declining by 1% per year until 5% is reached. The 5% growth is used on a go-forward basis. The
UAAL will be amortized over a closed thirty year period.

F.  Other Post-Employment Benefits (OPEB) — School Department Employees

The Cranston Public Schools pay 100% of the cost of individual health care insurance and dental
insurance benefits for all retired eligible employees retiring before September 1, 2005 until the
employee reaches the age of 65. Cost shares have been negotiated for teachers (5% of plan cost) and
administrators (10% of plan cost) retiring after September 1, 2005. No benefits are paid for employees
retiring prior to 1988.

The School Department funds post retirement benefits on a pay as you go basis. Expenditures for the
benefits described above for the year ended June 30, 2007 were $2,140,722 which consisted of
$2,020,739 for health insurance benefits and $119,983 for dental insurance benefits. During the year
ended June 30, 2007, 343 retirees received benefits under this plan.




EXHIBITK
CITY OF CRANSTON, RHODE ISLAND
NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

IV. OTHER INFORMATION (CONTINUED)

G. On-Behalf Payments

The amount recognized in the general fund intergovernmental revenues and education expenditures for
contributions made by the State on behalf of the City’s teachers to the Employees' Retirement System of
the State of Rhode Island was $5,179,055.

H. Subsequent Events

On October 4, 2007, the City issued General Obligation Bond Anticipation Notes in the amount of
$6,740,000, at 4.0% interest maturing on October 2, 2008. These notes were issued to pay off a
$1,500,000 claim against the City and to fund various capital projects.

I. Restatements

Government-Wide Financial Statements:

The beginning net assets for the business-type activities were restated as follows:

BUSINESS-TYPE
ACTIVITIES

Net assets, June 30, 20086, as previously reported.........cue.e..... $ 36,175,800
Adjustment to record prior year sewer fund receivable ........... 1,541,215
Adjustment to record prior year unrecorded fixed asset

additions in sewer fund .......occvceereereercrn e 861,096
Net assets, July 1, 2006, as restated ........ocoveeervreeerevereernvcsereenns $ 38,578,111
Sewer Fund
Net assets, June 30, 2006, as previously reported ........coccoeene.. $ 35,280,056
Adjustment to record prior year sewer fund receivable ........... 1,541,215
Adjustment to record prior year unrecorded fixed asset

additions in sewer fund .....ccvcvcrnneincecnecs s 861.096

Net assets, July 1, 2006, as restated ........ccoccccoerrecrerceercereeenenns $ 37682367
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RSI-1

CITY OF CRANSTON, RHODE [SLAND

REQUIRED SUPPLEMENTARY INFORMATION
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2007
ORIGINAL FINAL
BUDGET BUDGET ACTUAL VARIANCE
REVENUES:
General propefty taXes... ..o e veecenevnr e eeeens $ 148,758,292 $ 148,758,292 $ 147,243,054 $  (1,515,238)
Intergovermmental .............c. oot e 21,160,473 21,435,073 22,319,660 884,587
Charges for Services;
Licenses and permits.......c..ooee e iee e cvnvervnee 4,444,505 4,469,505 3,713,314 (756,191)
Fines and forfeitures..........c..ovveevvenneiveineen 1,575,000 1,575,000 1,565,791 (9,209)
Departmental.........ocoeireiie e ee e ceeeee e 9,448,014 9,498,014 6,103,244 (3,394,770)
Investment income... ........ T 1,253,172 1,253,172 3,062,769 1,809,597
Education............cooeeeereeeeieeeeee e e e e e 39,357,420 39,685,041 39,685,041 -
Oher .. .o i e e e e e e 349,175 210,575 248,991 38416
TOTALREVENUES............coiv e cvmie eercvemre e 226,346,051 226,884,672 223,941,864 {2,942,808)
EXPENDITURES:
Current:
EXCOULVE, .. 1evvee e ven e aes var cesvnr cesver st ens an e 530,360 530,360 514,240 16,120
City Council.........ccevieeen e e e cee e e, 268,583 268,583 224,437 44,146
LAW. ..ot e e et rr e e e s 462,300 462,300 4,069,701 (3,607,401)
Personnel... ... o veevesceeer ien e e e e 207,863 207,863 207,691 172
City Clerk 1,708,201 1,558,201 1,366,428 191,773
Probate COUrt......ovviiiiiit e et e et e e enn e 19,339 19,339 18,996 343
Municipal Court re e e e 310,563 310,563 256,033 54,530
Board of Canvassers... .......o. coeveeveevenvenvencvmeen 414,980 414,980 357,929 57,051
City Planning...... e cooveeververcvren e e 353,323 353,323 331,417 21,906
Economic Development..........cveever e 296,349 296,349 175,920 120,429
FINATICE. .. e et et vt crt et cre e vre e v e ere cre ee aae e 3,966,705 3,966,705 3,652,966 313,739
FII... ottt e s ere v e 24,680,588 24,816,588 24,614,281 202,307
INSPECtions......veveeveevecee et e et ee e e aee e e 960,026 985,026 943,339 41,687
Police......ccoeeemimreniir e e 17,709,396 17,859,396 17,819,154 40,242
Public works... ..c.ccovevvevenvee e 13,237,052 13,237,052 12,894,372 342,680
Parks and recreation.................... 1,294,835 1,994,835 1,992,756 2,079
Public Hbraries. ... oo e vee e s e e eee e vie e e 3,005,186 3,009,186 3,009,186 -
Community Grants.... 140,500 140,500 140,500 -
Senior services............ 2,714,201 2,764,201 2,749,941 14,26(
Municipal Debt..........ooo i i i e 7,001,383 7,001,383 6,034,994 966,389
Long-Term Debt... ... ........occooiiiiiiii e 19,172,439 19,172,439 19,172,439 -
Boards and Commissions.............cce e vieininns 41,940 41,940 29,672 12,268
Harbor Master..............ccooeenee.e. 5,691 5,691 5,011 680
Sealer of Weights and Measures TR 2,691 2,691 2,691
Rescue Fund......o.ooov v i 3,266,500 3,266,500 600,342 2,665,658
EdUCAtON. .. c.e e vevresvae van rre e ee ae v mre st eae e 123,871,057 124,198,678 124,198,678 -
TOTAL EXPENDITURES.............. oo e vee e vee e 226,346,051 226,884,672 225380923 1,503,749
NET CHANGE IN FUND BALANCE.................... 3 - $ - (1,439,059 $  (1,439,059)
FUND BALANCE - JULY 1,2006..........0cvovee e 19,932,283

FUND BALANCE - JUNE 30, 2007......cccoocovninnnns $§ 18493224




CITY OF CRANSTON, RHODE ISLAND

REQUIRED SUPPLEMENTARY INFORMATION

SPECTAL REVENUE FUND - SCHOQOL UNRESTRICTED
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2007

RSI-2

ORIGINAL FINAL
BUDGET BUDGET ACTUAL

VARIANCE
WITH FINAL
BUDGET

REVENUES:
State aid... ..o e $ 35580911 § 35,580,911 $ 35,580,906

Federal through State 1,900,000 £,900,000 1,500,000
Tuition... ....eeveennes 1,895,130 2,101,382 2,122,198
MESCEIIAIBOUS. .. 11s cvues vra vvs vvs ses sis bt e eee een e e eereee ene eae emeees 309,000 318,085 294,501

5 (5

20,816
(23,584)

TOTAL REVENUES..........cociiii it e e e s 39,685,041 39,900,378 35,897,605

(2,773)

EXPENDITURES:
Salaries........... 80,067,522 80,441,234 80,500,150

Employee Benefils... oo .ooovenn e eee e e e e e e e et v v e eee 29,773,361 30,247,892 30,169,397
Purchased SErvICES. .. ... .o vt vt rve vrs vreverrresnisre s i sis sttt ceneemeee ean 9,555,402 9,157,439 8,997,330
Supplies and materials. .. ... ..o iee e ere e 4,512,746 4,433,877 4,518,975
Capital OUtIAY. .. ...ttt v s e e e eas e e e e e 597,829 539,864 534,771
L0 U U SRR 223.297 189.577 192,538

(58,916)
78,495 °
160,109
(85,098)
5,093
(2.961)

TOTAL EXPENDITURES.......oo it iee et e e e e e e e e e, 124,730,157 125,009,883 124,513,161

96,722

EXCESS (DEFICHENCY) OF REVENUES OVER EXPENDITURES, (85,045,116) (85,109,505) (85,015,556)

93,949

OTHER FINANCING SOURCES:
Transfers in City of CranstoB................cocooiiiiiiiic e 84,513,637 84,513,637 84,513,637

APPROPRIATION OF FUND BALANCE 531,479 595,868

595,868

NET CHANGE IN FUND BALANCE... ..ot e 3 - $ - (501,51%)

FUND BALANCE - JULY 1, 2006..........c0icicetieiet v cee e ceecee e, 1,100,507

FUND BALANCE - JUNE 30, 2007... ... ..ottt e e ne e 3 598,588

3 301,919




VIN

WIN LET'S60°LY 8 %E0 LOBTLT LY $ 0LYLTI $ LODT
TOHAVd AFIHAOD TIOUAVd OLLVY VY LIOTID SIASSY TATL
JO SOVINIDUEd V ATIFAOD VY aganNnd LINN AF123r0dd JOANTIVA 3Lvd
SV TVV Qdannd aIaNnd (ygann) (TvY) ALITIGVTT IVIIYOLOV NOILLVNTVA
YIANOATAC HIAQ AIMADDV TYIEVLOV
ATIVIVNIOY
[o/(v-a)1 ) (arv) (a-v) g v
NVI1d 1SNU.L 440 ALTAVS D17dnd
(%3°811°E) 000°8L9'9 %861 (000°1L2°802) 000°€¥9°652 000TLE1S L00Z
{%69°901°¢) 000C10°L %bS1 (000698°212) 000 SLY'LST 000°909°6€ 9002
{2%9°66L°T) 000°6L8°L %S'ZTI (000°18¢5°02T) 000'2ZTTST 000°T#9 1€ S00T
(265°8.7°0) 000°9FF'6 %11 {000°82Z°512) 000°058°THE 000°TTY'LT $00T
(%6'830°T) 0009656 %8 {000 Ly 00T) 000°L0OY'BIT 000'096°L1 £00Z
(%0'522'T) 000°PS9'01 g %L (000's50'250) & 000°T6Z'95Z $ 000°LET'61 $ 7007
TOAAVE ATITAOD TIOUAVd OILVYd VY LIATHD SIISSY TATINS
A0 FOVINIDYAd ¥ ATIIA0D \A AIaNNd LINM g3103r0ud 20 dNTVA aLva
SV TV QAANNA AIANNT (agann (IVV) ALITIEVTT TVIEVILOV NOILVNIVA
HHAANIVIIAOD YIAO IV TYIRIVILLOY
ATIVINIVNLOY
{oAg-v)] 2 (arv) (g-v) | v
N¥Id TS ANV IDFT0d

€IS

SETIO0Ud ONIANNA 40 ITNAFHOS
WHLSAS INSWTALLTI NOLSNYYED

NOILVINEOANT X4V INTWA TIdNS TTAINOTH

ONVTSTIJIORY NOISNVED J0 XXD



Supplemental
Schedules




Nonmajor
Governmental
Funds

Special Revenue Funds

Special Revenue Funds are used to account for revenues from specific taxes and other earmarked revenue sources
which by law are designated to finance particular functions or activities of government and which, therefore,
cannot be diverted to other uses.

Education - This fund accounts for education programs financed with grants from private parties and the federal
and state government, which are restricted as governed by the grant agreements.

Budget Stabilization - This fund was established to create a reserve to offset significant budget fluctuations in the
General Fund from year to year (ordinance specifies items that can be appropriated).

Hospital Stabilization - This fund was established to eliminate future deficits generated by the risks related to
being self-insured for health care.

Community Development Block Grant - This fund accounts for Federal Community Development Block Grants.

Public Service - This fund accounts for public safety activities financed by grants received from private parties
and federal and state agencies.

Restitution - To account for monies received in restitution of charges.

Cultural Services - This fund accounts for parks and recreation activities financed by grants received from
private parties and federal and state agencies.

Public Works - Insurance fund for snow and ice removal costs.

Excise Tax Phase-Out - This fund accounts for excise phase-out receipts received from the State of Rhode
Island.

Governmental Special Revenue - This fund accounts for special grants and non-capital projects.

Economic Development Revolving Loan - This fund accounts for the repayment of principal and interest
payments from commercial loans funded by a grant from the Department of Housing and Urban Development.




Special Revenue Funds (Continued)

Capital Facilities Development Impact Fees - This fund accounts for fees charged by the City to real estate
developers. The fees are to be used for infrastructure capital assets.

WIA Job Development - This fund is a joint venture with the City of Providence to help unemployed and
underemployed individuals.

Senior Services - The following funds were established to account for the receipt and disbursement of funds for
specific activities sponsored by the Senior Citizens Center:

RSVP

Multipurpose Center

Adult Day Care

Senior Service Special Project

Capital Project Funds

The Capital Project Funds account for all resources used for the acquisition and/or construction of capital facilities
by the City, except for those financed by the Enterprise Funds,

School Bond Fund - This fund accounts for the construction and improvements to school buildings, and for the
acquisition of equipment for the Cranston School District.

Police and Fire Bond Fund - This fund accounts for the construction and improvements to police and fire stations
and for the acquisition of police and fire equipment.

Public Building Bond Fund - This fund accounts for the construction and improvements of City buildings and the
acquisition of equipment for City Hall.

Recreation Bond Fund - This fund accounts for the construction and improvements of the City's recreation facilities
and for the acquisition of open space.

Highway Bond Fund - This fund accounts for construction and improvements to roads and highways within the
City.

Storm Drains Bond Fund - This fund accounts for the installation and repair of storm drains within the City.

Neighborhood Infrastructure Bond Fund - This fund accounts for neighborhood improvement projects.

Open Space Bond Fund - This fund accounts for the acquisition of open space.
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SCHEDULE 3

CITY OF CRANSTON, RHOBY ISLAND

NONMAJOR BUDGETARY FUNDS
SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET BASIS
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2007

COMMUNITY DEVELOPMENT BLOCK GRANT

ORIGINALLY FINAL ACTUAL VARIANCE
ADOPTED APPROVED {BUDGETARY WITH
BUDGET BUDGET BASIS) FINAL BUDGET
REVENUES:
Program Income $ 160,000 % 160,000 § 233,765 g 73,765
Federal Grants 1,077,951 1,077,951 1,629,249 551,298
Total Revenues 1,237,951 1,237,951 1,863,014 625,063
EXPENDITURES:
Current:
Program Activities 1,237,951 1,237,951 1,916,946 {678,995)
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 3 - 3 - $ (53,932) % (53,932)
WORKFORCE INVESTMENT ACT
ORIGINALLY FINAL ACTUAL VARIANCE
ADOPTED APPROVED (BUDGETARY WITH
BUDGET BUDGET BASIS) FINAL BUDGET
REVENUES:

Program Income 5 325,378 $ 325,378 b 312,519 $ (12,859)
Investment Income 2,099 2,099

Total Revenues 325,378 325,378 314,618 (10,760)
EXPENDITURES:
Current:
Program Activities 325378 325,378 325,564 186
EXCESS (DEFICIENCY)} OF REVENUES
OVER EXPENDITURES $ - 3 - 3 (10,946) g (10,946)




Fiduciary
Funds

Fiduciary funds are sued to account for assets held by the City in a trustee capacity for individuals, private
organizations or other governments.

Pension Trust Funds

A fiduciary fund type used to report resources that are required to be held in trust for the members and beneficiaries
of defined benefit pension plans.

Postemployment Healthcare Trust Fund

This fund is used to account for postemployment benefits for public safety employees.

Private-Purpose Trust Funds

A fiduciary trust fund type used to report all trust arrangements, other than those propetly reported in pension trust
funds or investment trust funds, under which principal and income benefit individuals, private organizations, or other
governments.

Agency Funds

Agency funds were established to function as clearing mechanisms for cash resources which are collected and
disbursed to authorized recipients. The following is a list of Agency Funds included in this section;

Unclaimed Estates in Probate - This fund was established to account for unclaimed estates that are in probate.

Performance Bonds - This fund was established to account for funds set aside to pay land developers who perform
services for the City.

Student Activity Funds - This fund was established to account for the receipt and disbursement of school student
activity programs.




CITY OF CRANSTON, RHODE ISLAND

AGENCY FUNDS
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
FOR THE YEAR ENDED JUNE 30, 2007

SCHEDULE 4

BALANCE BALANCE
JULY 1, 2006 ADDITIONS DEDUCTIONS JUNE 30, 2007
ASSETS
CASH:
Unclaimed estates in probate $ 142,977 $ 55,775 h 53,795 $ 144,957
Performance bonds 338,304 513,138 388,351 463,091
Student activity funds 537,361 1,900,754 1,835,819 602,296
TOTAL ASSETS § 1,018,642 $ 2,469,667 3 2277965 $ 1,210,344
LIABILITIES
DEPOSITS HELD IN CUSTODY FOR OTHERS:
Unclaimed estates in probate $ 142977 b3 55,7175 L 53,795 $ 144,957
Performance bonds 338,304 513,138 388,351 463,091
Student activity funds 537,361 1,900,754 1,835,819 602,296
TOTAL LIABILITIES § 1,018,642 5 2,469,667 § 2,277,965 $ 1,210,344
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SCHEDULE &

CITY OF CRANSTON, RHODE JSLAND

CAPITAL ASSETS USED IN THE OPERATION OF GOVERNMENTAEL FUNDS
SCHEDULE OF CHANGES BY FUNCTION AND ACTIVITY
FOR THE YEAR ENDED JUNE 30, 2007

BALANCE BALANCE
JULY 1, JUNE 30,
2006 ADDITIONS RETIREMENTS 2007
General government.............o.ooiveennn... $ 162,279,329 $ 5,746,019 3 351,740 3 167,673,508
Public safety............cc.ccoii i 9,644,645 1,858,293 340,247 11,162,691
Public works.........ccovvvmrriiininiivcen . 4,061,466 1,176,056 815,222 4,422,300
Education.........c.oovviiiiiiiiiiiciinenenn 1,857,698 5,200,483 98,475 6,959,706
Parks and recreation.............occoeennannansn. 1,625,785 1,625,785
Public librarfes.............ccccceiiiiiniininnnnn. 3,605,000 3,605,000
Senor services. ......oeoveieiieni e 468,900 468,900

TOTAL CAPITAL ASSETS .................. $ 183,542,823 § 13.980,851 § 1,605,684 $ 195,917,990




|

Statistical

Section

. |
This part of the City’s comprehensive annual financial report presents detailed information as a context for

understanding what the information in the financial statements, note disclosures, and required supplementary
information says about the City’s overall financial health.

CONTENTS

FINANCIAL TRENDS (TABLES 1 - 4)

These schedules contain trend information to help the reader understand how the City’s financial performance
and well-being have changed over time.

REVENUE CAPACITY (TABLESS-7)

These schedules contain information to help the reader assess the City’s most significant local revenue source,
the property tax.

DEBT CAPACITY (TABLES 8 -11)

These schedules present information to help the reader assess the affordability of the City’s current levels of
outstanding debt and the City’s ability to issue additional debt in the future.

DEMOGRAPHIC AND ECONOMIC INFORMATION (TABLES 12 - 13)

These schedules offer demographic and economic indicators to help the reader understand the environment
within which the City’s financial activities take place.

OPERATING INFORMATION (TABLES 14 - 16}

These schedules contain service and infrastructure data to help the reader understand how the information in
the City’s financial report relates to the services the City provides and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annual
financial reports for the relevant year.
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RATIOS OF GENERAL DEBT OUTSTANDING

TABLE 9

LAST TEN YEARS
(UNAUDITED)
GENERAL DEBT OUTSTANDING
PERCENTAGE OF
YEAR GENERAL ACTUAL TAXABLE DEBT
ENDED OBLIGATION CAPITAL VALUE OF PER
JUNE 30 BONDS LEASES TOTAL PROPERTY CAPITA
1998 § 47,089,000 $ 1,500,000 48,589,000 1.25% 649
1999 42,287,000 1,520,000 43,807,000 1.11% 584
2000 53,716,000 1,318,000 55,034,000 1.36% 724
2001 50,853,542 7,106,668 57,960,210 1.42% 730
2002 46,098,154 7,459,150 53,557,304 1.28% 669
2003 42,025,156 7,065,400 49,090,556 1.14% 606
2004 66,360,000 6,202,345 72,562,345 1.24% 889
2005 63,340,000 5,322,425 68,662,425 1.16% 837
2006 83,685,000 4,436,836 88,121,836 1.47% 1,080
2007 79,465,000 3,842,828 83,307,828 1.39% 1,022
NOTE: Details regarding the City's outstanding debt can be found in the notes to the financial statements,




TABLE 10

CITY OF CRANSTON, RHODE ISLAND
COMPUTATION OF LEGAL DEBT MARGIN 1
JUNE 30, 2007
{(UNAUDITED)
Assessed value $ 9,104,755,379
Less: exemptions {535,392,088)
NET TOTAL TAXABLE ASSESSED VALUE 3 8,569,363,291
Debt limit - 3 percent of total assessed value $ 257,080,899
Amount of debt applicable to debt limit:
Total bonded debt -
LEGAL DEBT MARGIN $ 257,080,899

Note: The City has no debt issues outstanding under the Maximum Aggregate
Indebtedness provision (3% Debt Limit) - Rhode Island General Law 45-12-2.
All other City debt has been incurred through special statutory authority which
consists of approval by the legislature and voter referendum.

The State Legislature may by special act permit the City to incur indebtedness

in excess of the three percent (3%) limit in accordance with Rhode Island General
Law 45-12-11. The City of Cranston has never requested authorization under the
Authority for the issuance of Indebtedness Excess - Rhode Island General Law
45-12-11.




TABLE 11

CITY OF CRANSTON, RHODE ISLAND
LEGAL DEBT MARGIN INFORMATION
LAST TEN YEARS
YEAR NET DEBT LEGAL
ENDED DEBT APPLICABLE DEBT
JUNE 30 LIMIT TO LIMIT MARGIN
1998 } 66,540,408 $ - $ 66,540,408
1999 93,088,678 - 93,083,678
2000 03,672,789 - 93,672,789
2001 93,797,178 - 93,797,178
2002 95,374,621 - 95,374,621
2003 100,615,221 - 100,615,221
2004 166,419,556 - 166,419,556
2005 165,502,160 - 165,502,160
2006 168,212,526 - 168,212,526

2007 257,080,899 - 257,080,899
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TABLE 14

CITY OF CRANSTON, RHODE ISLAND
FULL-TIME EQUIVALENT EMPLOYEES BY FUNCTION/PROGRAM
LAST FOUR YEARS
(UNAUDITED)
FISCAL YEAR ENDED JUNE 30
FUNCTION / PROGRAM 2007 2006 2005 2004

GENERAL GOVERNMENT:

Mayor... oo e 7 7 7 7

City Council.......ccvviveiiiiiiiiiicceieenns, 2 2 2 2

Information Technology.........ccocvvereeenn. 8 8 7 7

Department of Personnel...................... 3 3 4 4

L0537 04 [ ¢ S 9 9 9 9 j

Probate Coutt.......ccoevruevenerensirnienennn 1 1 1 1

Municipal Court.......ccecvvevevvernnsnerinnnns 5 4 5 5

Board of Canvassers,........ovevvvevnnenieoens 6 6 6 6

City Planning ........ccovvvvvnninvinvennnnnnns 5 5 5 5

Economic Development..........ccoevvenninne 2 2 2 2

FINAnce ..oovueveciiini e e e e 4 4 4 4

Division of Accounting & Controi .......... 5 5 4 4

Division of ASSESSIIENt ......evvvveenriernnans 9 9 9 9

Divison of Contracts & Purchasing ......... 4 4 5 5

Division of Treasury & Collection .......... 7 7 7 7
POLICE:

OffICErS. .o ee e e 153 151 150 149

CIvIHanS ...t rreeerer s s rneae s 30 30 32 30

Canine Control...........ocoveverieininnnninnnns 5 5 5 5

Traffic Saftey.......ccvveirivreienrenriicinnenn. 4 4 5 5
FIRE:

Chief ... e e eaae e 1 1 1 1

Uniformed.......c.ccvvnvimvvecirecnicneennen. 200 200 201 201

CivilIans. ..o re e eens 7 7 6 6
INSPECTIONS.....o.iiiiieeeerceeeercee e v er s 13 13 12 12
PUBLIC WORKS:

Administration.........coeceeeveviirenneanninnns 4 4 5 5

Engineering. ....ccovueveeinneniencrnrennrenenn. 8 § 8 ]

HighWay....oiiveeerrciieenneeiiricnrenneennns 41 41 39 is

Building.......ocvveriieernecncncneencenenenss 26 26 26 26

Fleet Management. ........occuveenernnencrennis 10 10 10 1¢
PARKS AND RECREATION......ccc00vvvnenns 21 21 22 22
PUBLICLIBRARIES..........cvcvvmmiiiieeeennnnn, 32 32 32 32
SENIOR SERVICES.........ccoviiiniiiiniennnen. 32 32 32 32
COMMUNITY DEVELOPMENT................. 4 4 4 4
OTHER.......iiiiiiiiicvies it eeie e e 9 10 11 11
EDUCATION......oiiiiiiiicrieei e e evrnas 1,546 1,635 1,626 1,669
TOTAL et 2,223 2,310 2,304 2,344

SOURCE: City Budget




TABLE 15

CITY OF CRANSTON, RHODE ISLAND
OPERATING INDICATORS BY FUNCTION/PROGRAM
LAST FOUR YEARS
(UNAUDITED)
FISCAL YEAR ENDED JUNE 30
FUNCTION / PROGRAM 2007 2006 2005 2004
GOVERNMENTAL ACTIVITIES
PUBLIC SAFETY:
Fire:
Total incidents...........cooviveiiii e 13,980 11,872 12,144 12,019
Rescue/medical calls,........c.oovvvieviiiiiiiicennnnnn. 10,148 10,706 10,973 10,721
Rescue/mon-medicalcalls....................oevninenns 3,832 1,166 1,171 1,298
Police:
Number of calls........ccoovviiiiiiiii N/A N/A N/A N/A
Total 911 calls received.......................c.eoaae, N/A N/A N/A N/A
Formal investigations......coccieaiiiiinenieniierenenns N/A N/A N/A N/A
TOWN CLERK:
Number of documents recorded........................ N/A N/A N/A N/A
HEALTH AND WELFARE:
Number of food service facilities inspections.......... N/A N/A N/A N/A
New homes built............cooeviviniiinniiiccin e, N/A N/A N/A N/A
LAND USE:
Total subdivisions approved................covvnvunnen. N/A N/A N/A N/A
Total commercial applications approved............. N/A N/A N/A N/A
BUILDING:
Residential permits issued.............c..coceoaiinnne 48 73 150 147
Commercial permits issued..............co.ceeeennin. 19 19 g 10
Total PEIMIES. .....viveiecieii e e ee e aeeas 67 92 158 157
PUBLIC WORKS:
Highway department
Streets (Miles) ....ovvvivivieer e
Paved Town 10ads..........cccovvmnnvvnnirninnnnns 315 315 313 313
Paved State 10ads.......oooeivieiiiiieei e 64 64 64 64
Privateroads. .........cociimiieiii e N/A N/A N/A N/A
Roads under construction (maintained
BY TOWI .o e N/A N/A N/A N/A
Sidewalks (MHIES) c..oooovovviniiiiiie e N/a N/A N/A N/A
Water depariment
Water mains (miles). ........oovviineiiiiieiiennnns N/A N/A N/A N/A
Fire hydramts.........covvvevivnvinveereinr i eneeines 1,903 1,914 2,156 1,850
Storage capacity
{thousands of gallons).............ccoeeveennnnnn.., N/A N/A N/A N/A
EDUCATION:
Enrollment:
High School Grades 9-12.................. s 3,657 3,646 3,633 3,514
Middle School Grades 6-8.............cccovvenvnnns 2,627 2,672 2,707 2,764
Elementary Schools Grades K-5.................... 4,627 4,614 4,759 4,944

SOURCES: Various City Departments
(1) Information not available due to the construction and consolidation of schools and related grade levels.

N/A - Information not available




TABLE 16

CITY OF CRANSTON, RHODE ISLAND

CAPITAL ASSET STATISTICS BY FUNCTION/PROGRAM

LAST FOUR YEARS
(UNAUDITED)
FISCAL YEAR ENDED JUNE 30
FUNCTION / PROGRAM 2007 2006 2005 2004
GOVERNMENTAL ACTIVITIES
PARKS AND RECREATION:
Acreage (includes all open space)
Parks and Public Squares......................... 11 10 10 10
Marinas..........cccooiei i e e e 3 3 3 3
Playgrounds..........cccoiiiin e i vve v 35 35 35 35
Walking tracks... ..ol 8 7 7 7
Basketball courts............coo i 21 21 21 17
TEORHS COUTtS... .o o\t ivrsarnies s irs sieiassn e 24 24 24 24
Baseball fields..........coccceeivviin v e 27 27 27 27
Softball fields.............cooveviie e e 11 11 i1 11 o
Other fields............coivii e i 22 22 22 22 ]
T RIDK ..o oe et et et e e e 2 1 1 1
Stadium and Field House......................... 1 1 1 1
PUBLIC SAFETY:
Fire department;
Fire stations...............occiinn e 6 6 6 6
Fire alarm boxes............ v e evvresiins cive 149 145 139 146
Fire hydrants... ... ....o.coc v ivevenee e N/A N/A N/A N/A
Police department:
Stations. .. ... e e 4 4
Animat Control Building......................... 1 1 1 1
PUBLIC WORKS:
Highway department;
Streets {miles)..........cvviiev e ieiii i N/A N/A N/A N/A
Sidewalks (miles).............cccoove e inee N/A N/A N/A N/A
PUBLIC LIBRARIES:
Number of branches 6 6 6 6
EDUCATION:
Number of High Schools....................... ... 2 2 2 2
Number of Middle Schools................c.vns 3 3 3 3
Number of Elementary Schools.................... 17 18 19 19
Number of Charter Schools........................ 1 1 1 1
Number of Adult Education Buildings............ 1 1 1 1]
SENIOR SERVICES:
Senior Citizens Center.............oooeoveevnnnnn. 1 1 1 1
COMMUNITY DEVELOPMENT:
Number of loans issued...........ccocoeeee e, N/A N/A N/A N/A
BUSINESS TYPE ACTIVITIES
SEWER FUND
Sewer mains (miles)................coeeeeinnn.en. N/A N/A N/A N/A
Treatment capacity (thousands of gallons)..... N/A N/A N/A N/A
Sewerage Disposal Plant......................... 1 1 1 1
Pumping Stations.......cooveeeecemreveiven e, 22 22 22 22

SOURCES: Various Town Departments

N/A - Information not available




