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STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS
DEPARTMENT OF ADMINISTRATION

Marc A. Leonetti, State Controller

OFFICE OF ACCOUNTS AND CONTROL OFFICE: (401) 222-2271
One Capitol Hill FAX #. (401) 222-6437
Providence, Rl 02908-5883 TDD #: (401) 222-1227

April 6, 2010

The Honorable Donald L. Carcieri, Governor
State of Rhode Island

State House

Providence, Rhode Island 02903

Dear Governor Carcieri:

In accordance with Section 35-6-1 of the General Laws, we are pleased to submit to you the
Comprehensive Annual Financial Report of the State of Rhode Island and Providence Plantations
for the fiscal year ended June 30, 2009. This report was prepared by the State’s Department of
Administration - Office of Accounts and Control. Responsibility for both the accuracy of the
data and the completeness and fairness of the presentation rests with management. We believe
the data, as presented, is accurate in all material aspects; that it is presented in a manner designed
to fairly set forth the financial position and results of operations of the State as measured by the
financial activity of the government-wide and fund perspective financial statements; and that all
disclosures necessary to enable the reader to gain the maximum understanding of the State’s
financial affairs have been included.

This report has been prepared in accordance with generally accepted accounting principles for
governments as promulgated by the Governmental Accounting Standards Board. It is presented
in three sections: Introductory, Financial, and Statistical. The Introductory Section includes this
letter of transmittal, the organization chart, and a list of officials of State government. The
Financial Section includes the Independent Auditor’s Report, the basic financial statements,
required supplementary information (RSI) and the combining and individual fund financial
statements.  The Statistical Section, which is unaudited, includes selected financial and
demographic information, generally presented on a multi-year basis.

Management’s Discussion and Analysis (MD&A), which is part of the RSI, immediately follows
the independent auditor’s report and provides a narrative introduction, overview, and analysis of
the basic financial statements. MD&A complements this letter of transmittal and should be read
in conjunction with it.

Accounting System and Budgetary Control

Management of the State is responsible for establishing and maintaining an internal control
structure designed to provide reasonable, but not absolute, assurance that the assets of the State
are protected from loss, theft, or misuse and that adequate accounting data are compiled to allow
for preparation of financial statements in conformity with generally accepted accounting
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principles. 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 evaluation of costs and benefits requires
estimates and judgments by management. Therefore, the objective is to provide reasonable,
rather than absolute, assurance that the financial statements are free of any material
misstatements. Managers in all branches and components of government are required to
maintain comprehensive internal control systems, to regularly evaluate the effectiveness and
adequacy of these systems by internal reviews, and to submit an annual report on these internal
controls to the Governor in accordance with the 1986 Financial Integrity and Accountability Act.

An annual budget is adopted on a basis consistent with generally accepted accounting principles
for the general fund and certain special revenue funds. Preparation and submission of the budget is
governed by both the State Constitution and the Rhode Island General Laws. The budget, as
enacted by the General Assembly, contains a complete plan of appropriations supported by
estimated revenues. Estimated general revenues are determined by a consensus of the Revenue
Estimating Conference which is made up of the State Budget Officer, House Fiscal Advisor, and
the Senate Fiscal Advisor. The Conference was established to provide for a more stable and
accurate method of financial planning and budgeting and to facilitate the adoption of a balanced
budget wherein appropriations and expenditures do not exceed anticipated revenues, as is
required by the statutes and constitution of Rhode Island. Appropriations for restricted and
dedicated revenue sources are supported by estimates submitted by the agencies.

The legal level of budgetary control, i.e. the lowest level at which management (executive branch)
may not reassign resources without special approval (legislative branch) is the line item within the
appropriation act. Management cannot reallocate any appropriations without special approval
from the legislative branch. Federal grant appropriations may also be limited by the availability of
matching funds and may also require special approval from a federal agency before reallocating
resources among programs.

Internal administrative and accounting budgetary controls utilized by the State consist principally
of statutory restrictions on the expenditure of funds in excess of appropriations and the supervisory
powers and functions exercised by management. Management cannot reduce the budget without
special approval.

Unexpended general revenue appropriations lapse at the end of the fiscal year, unless the
department/agency directors identify unspent appropriations related to specific projects/purchases
and request a reappropriation. If the requests are approved by the Governor, such amounts are
reappropriated for the ensuing fiscal year and made immediately available for the same purposes as
the former appropriations. Unexpended appropriations of the General Assembly and its legislative
commissions and agencies may be reappropriated by the Joint Committee on Legislative Services.
Unexpended appropriations of the courts may be reappropriated upon request by the Chief Justice.
If the sum total of all departments’ and agencies’ general revenue expenditures exceeds the total
general revenue appropriations, it is the policy of management to lapse all unexpended
appropriations, except those of the legislative and judicial branches.

The Budgetary Comparison Schedules are presented as Required Supplementary Information (RS
in this report. A more detailed budgetary comparison is available on the State Controller’s
website, http://controller.admin.ri.gov/index.php.



In addition, a State Budget Reserve Account (Reserve) is maintained within the General Fund.
Prior to FY2009, according to the State’s Constitution, general revenue appropriations in the
general fund could not exceed 98% of available general revenue sources, which consist of the
current fiscal year’s budgeted general revenue plus the general fund undesignated fund balance
from the prior fiscal year. Excess revenue was transferred to the Reserve. If the balance in the
Reserve exceeded three percent of the total general revenues and opening surplus, the excess was
transferred to the RI Capital Plan Fund to be used for capital projects. In FY2009, the spending
cap decreased by .2% to 97.8% and the Reserve limitation increased by .4% to 3.4%. These
incremental changes will continue until FY2013 when the spending cap will be 97% of the total
general revenues and opening surplus, and the Reserve will be five percent of the total general
revenues and opening surplus. The Reserve or any portion thereof, may be appropriated in the
event of an emergency involving the health, safety or welfare of the citizens of the State or in the
event of an unanticipated deficit in any given fiscal year, such appropriations to be approved by a
majority of each chamber of the General Assembly.

Reporting Entity and Its Services

The funds and component units included in this report are those for which the State is
accountable, based on criteria for defining the reporting entity prescribed in Governmental
Accounting Standards Board Statement No. 14, The Financial Reporting Entity as amended by
GASB Statement No. 39, Determining Whether Certain Organizations are Component Units. The
criteria include appointing a voting majority of an organization’s governing body and (1) the
ability of the State to impose its will on the organization or (2) the potential for the organization
to provide specific financial benefits or impose specific financial burdens on the State. More
information about the State reporting entity can be found in Note 1 to the basic financial
statements.

The State provides a full range of services contemplated by statute or function. These include
education, health and social services, transportation, public safety, recreation, public
improvements, and comprehensive support.

General Fund

The General Fund accounts for the financing of the principal operations of State government and
most jointly financed state-federal programs.

Cash Management

The General Treasurer is responsible for the deposit of cash receipts and for the payment of
sums, as may be required and upon due authorization from the State Controller. Major emphasis
is placed by the General Treasurer on cash management in order to insure that there is adequate
cash on hand to meet the obligations of the State as they arise.

The General Treasurer is also responsible for the investment of certain funds and accounts of the
State on a day-to-day basis. In addition, the General Treasurer is the custodian of certain other
funds and accounts and, in conjunction with the State Investment Commission, invests the
amounts on deposit in such funds and accounts. The General Treasurer submits an annual report
to the General Assembly on the performance of the State’s investments.
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Audit

The Basic Financial Statements of the State have been audited by the Auditor General as
required by Section 35-7-10 of the General Laws. The Independent Auditor’s Report is included
in the Financial Section of this report.
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STATE of RHODE ISLAND and PROVIDENCE PLANTATIONS
¢ INTEGRITY
GENERAL ASSEMBLY

¢ RELIABILITY

DENNIS E. HoYLE, CPA OFFICE of the AUDITOR GENERAL ¢ INDEPENDENCE

ACTING AUDITOR GENERAL

dennis.hoyle@oag.ri.gov ¢ ACCOUNTABILITY

INDEPENDENT AUDITOR'S REPORT

Finance Committee of the House of Representatives and
Joint Committee on Legislative Services, General Assembly,
State of Rhode Island and Providence Plantations:

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, the aggregate discretely presented component units,
each major fund, and the aggregate remaining fund information of the State of Rhode
Island and Providence Plantations (the State) as of and for the year ended June 30, 2009,
which collectively comprise the State’s basic financial statements as listed in the Table of
Contents. These financial statements are the responsibility of the State's management. Our
responsibility is to express opinions on these financial statements based on our audit. We
did not audit the financial statements of:

e certain component units which represent 2% of the assets and 1% of the revenues
of the governmental activities and 1% of the assets and 14% of the revenues and
net additions of the fiduciary funds within the aggregate remaining fund
information;

e the Convention Center Authority, a major fund, which also represents 70% of the
assets and 1% of the revenues of the business-type activities; and

e component units which represent 100% of the assets and 100% of the revenues of
the aggregate discretely presented component units.

Those financial statements were audited by other auditors whose reports thereon have been
furnished to us, and our opinions, insofar as they relate to the amounts included for the
governmental activities, the business-type activities, the aggregate discretely presented
component units, the Convention Center Authority major fund, and the aggregate
remaining fund information, are based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable
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Finance Committee of the House of Representatives
Joint Committee on Legislative Services

assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit and the reports of other auditors provide
a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of other auditors, the financial
statements referred to above, present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund
information of the State, as of June 30, 2009, and the respective changes in financial
position and, where applicable, cash flows thereof for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

As disclosed in note 18D, the General Fund had a fiscal 2009 operating deficit of
$36.7 million resulting from a deficiency of general revenue compared to general revenue
expenditures. The unreserved fund balance (deficit) of the General Fund was ($62.3)
million at June 30, 20009.

As described in notes 1(R), 6(F), and 18(C), the State implemented Governmental
Accounting Standards Board Statement No. 49, Accounting and Financial Reporting for
Pollution Remediation Obligations.

In accordance with Government Auditing Standards, we will issue our report on our
consideration of the State’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit. The
report on internal control and compliance will be included in the State’s Single Audit
Report.

The Management’s Discussion and Analysis, on pages 10 through 24, the
Budgetary Comparison Schedules on pages 121 through 123, and the Schedules of
Funding Progress on pages 124 through 126 are not a required part of the basic financial
statements but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we
did not audit the information and express no opinion on it.



Finance Committee of the House of Representatives
Joint Committee on Legislative Services

Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the State’s basic financial statements. The
introductory section, combining and individual non-major fund financial statements,
combining financial statements for discretely presented component units, and statistical
section as listed 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 and individual
non-major fund financial statements and combining financial statements for discretely
presented component units have been subjected to the auditing procedures applied by us
and the other auditors in the audit of the basic financial statements and, in our opinion,
based on our audit and the reports of the other auditors, are fairly stated in all material
respects in relation to the basic financial statements taken as a whole. The introductory
and statistical sections have not been subjected to the auditing procedures applied by us
and the other auditors in the audit of the basic financial statements and, accordingly, we
express no opinion on them.

Dennis E. Hoyle CPA
Acting Auditor General

April 6, 2010
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Management Discussion and Analysis

The following is a discussion and analysis of the financial activities of the State of Rhode Island
and Providence Plantations (the State) for the fiscal year ended June 30, 2009. Readers are
encouraged to consider the information presented here in conjunction with the letter of
transmittal, which can be found at the front of this report, and with the State's financial
statements, which follow this section.

Financial Highlights — Primary Government

Government-wide Financial Statements

Net Assets: The total assets of the State exceeded total liabilities at June 30, 2009 by
$789.1 million. This amount is presented as "net assets" on the Statement of Net Assets
for the Total Primary Government. Of this amount, ($1,550.9) million was reported as
unrestricted net assets (deficit), $440.3 million was restricted net assets, and $1,899.7
million was invested in capital assets, net of related debt.

Changes in Net Assets: In the Statement of Activities the State's total net assets
decreased by $209.8 million in fiscal year 2009. Net assets of governmental activities
decreased by $40.6 million, while net assets of the business-type activities decreased by
$169.2 million.

Fund Financial Statements

The State's governmental funds reported a combined ending fund balance of $889.3
million, an increase of $204.0 million in comparison with the previous fiscal year,
primarily as a result of debt issued during the year pending disbursement.

The General Fund ended the current fiscal year with an unreserved, undesignated balance

(deficit) of ($62.3) million, a decrease of $19.4 million from June 30, 2008.

e The Budget Reserve and Cash Stabilization Account ended the fiscal year with a
balance of $80.1 million, a decrease of $22.8 million in comparison with the previous
fiscal year. In fiscal year 2009, $22 million was appropriated from the Budget
Reserve Account to mitigate the effect of a projected general revenue shortfall.

The Intermodal Surface Transportation Fund ended the fiscal year with an unreserved

fund balance of $0.2 million, which was a decrease of $7.4 million from the previous

year.

The GARVEE Fund ended its fiscal year with a fund balance of $268.1 million an

increase of $115.4 million in comparison with the previous fiscal year. Of the fund

balance, $15.6 million is reserved for debt.

The Rhode Island State Lottery transferred $337.5 million to the General Fund in support

of general revenue expenditures during the fiscal year, a decrease of $16.8 million in

comparison with the previous fiscal year. In addition, $6.8 million was also transferred

to the Permanent School Fund in fiscal year 2009.

The Employment Security Fund ended the fiscal year with net assets of $6.8 million, a

decrease of $171.2 million compared with the prior year. This decrease was primarily

attributable to a significant increase in unemployment benefits paid as a result of the high
unemployment rate in the State. This necessitated the borrowing of $70.3 million from
the Federal Unemployment Trust Fund.
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Management Discussion and Analysis

e The R.I. Convention Center Fund ended the fiscal year with net asset deficiency of $44.6
million, a reduction of $1.3 million compared with the prior year. The Fund has
historically had a net asset deficiency as the amount of debt related to capital assets has
exceeded the net book value of the capital assets because the repayment term for the debt
generally is more than the depreciable life of the assets.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the State's basic financial
statements. The State's basic financial statements include three components:

1. Government-wide financial statements,
2. Fund financial statements, and
3. Notes to the financial statements

This report also contains other supplementary information in addition to the basic financial
statements.

Government-wide Financial Statements

The government-wide financial statements provide a broad view of the State's finances. The
statements provide both short-term and long-term information about the State's financial
position, which assists in assessing the State's financial condition at the end of the year. These
financial statements are prepared using the accrual basis of accounting, which recognizes all
revenues and grants when earned, and expenses at the time the related liabilities are incurred.

e The Statement of Net Assets presents all of the government's assets and liabilities, with
the difference between the two reported as "net assets”. Over time, increases and
decreases in the government's net assets may serve as a useful indicator of whether the
financial position of the State is improving or deteriorating.

e The Statement of Activities presents information showing how the government's net
assets changed during the 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. Therefore, revenues and expenses are reported in this statement for some
items that will not result in cash flows until future fiscal periods; for example,
uncollected taxes and earned but unused vacation leave. This statement also presents a
comparison between direct expenses and program revenues for each function of the
government.

Both of the government-wide financial statements have separate sections for three different types
of activities:

e Governmental Activities: The activities in this section represent most of the State's
basic services and are generally supported by taxes, grants and intergovernmental
revenues. The governmental activities of the State include general government, human
services, education, public safety, natural resources, and transportation. The net assets
and change in net assets of the internal service funds are also included in this column.

11



Management Discussion and Analysis

Business-type Activities: These activities are normally intended to recover all or a
significant portion of their costs through user fees and charges to external users of goods
and services. These business-type activities of the State include the operations of the
Rhode Island Lottery, Rhode Island Convention Center Authority and the Employment
Security Trust Fund.

Discretely Presented Component Units: Component units are entities that are legally
separate from the State, but for which the State is financially accountable. These entities
are listed in Note 1. The financial information for these entities is presented separately
from the financial information presented for the primary government.

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 State uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. The fund financial
statements focus on the individual parts of the State government, and report the State's operations
in more detail than the government-wide financial statements. The State's funds are divided into
three categories: governmental, proprietary and fiduciary.

Governmental funds: Most of the State's basic services are financed through
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, the
governmental fund financial statements focus on near-term inflows and outflows of
spendable resources, as well as on spendable resources available at the end of the fiscal
year. Such information helps determine whether there are more or fewer financial
resources that can be spent in the near future to finance the State's programs.

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 State's near-term financial 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 the governmental activities.

Governmental funds include the general fund and special revenue, capital projects and
permanent funds. The State has several governmental funds, of which GASB Statement
No. 34, Basic Financial Statements — and Management’s Discussion and Analysis — for
State and Local Governments defines the general fund as a major fund. The criteria for
determining if any of the other governmental funds are major funds are detailed in Note
1(D). The Intermodal Surface Transportation Fund and the GARVEE Fund are also
major funds. Each of the major funds is presented in a separate column in the
governmental funds balance sheet and statement of revenues, expenditures and changes
in fund balances. The remaining governmental funds are combined in a single
aggregated column on these financial statements. Individual fund data for each of these
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Management Discussion and Analysis

nonmajor governmental funds can be found in the supplementary information section of
the State’s Comprehensive Annual Financial Report (CAFR).

Proprietary funds: Services for which the State charges customers a fee are generally
reported in proprietary funds. The State maintains two different types of proprietary
funds; enterprise funds and internal service funds. Enterprise funds report activities that
provide supplies and services to the general public. Internal service funds report
activities that provide supplies and services for the State's other programs and activities.
Like the government-wide statements, proprietary funds use the accrual basis of
accounting. The State has three enterprise funds, the Lottery Fund, Convention Center
Authority Fund (RICCA) and the Employment Security Fund. These funds are each
presented in separate columns on the basic proprietary fund financial statements. The
State's internal service funds are reported as governmental activities on the government-
wide statements, because the services they provide predominantly benefit governmental
activities. The State's internal service funds are reported on the basic proprietary fund
financial statements in a single combined column. Individual fund data for these funds is
provided in the form of combining statements and can be found in the supplementary
information section of the State’s CAFR.

Fiduciary funds: These funds are used to account for resources held for the benefit of
parties outside the State government. Fiduciary funds are not included in the
government-wide financial statements because the resources of these funds are not
available to support the State's programs. These funds, which include the pension trust,
private-purpose trust and agency funds, are reported using accrual accounting. Individual
fund data for fiduciary funds can be found in the supplementary information section of
the State’s CAFR.

Major Features of the Basic Financial Statements

Scope

Required

Government-wide Fund Financial Statements

Financial Statements Governmental Funds Proprietary Funds

Activities of the State that are
operated similar to private
businesses

Fiduciary Funds

Instances in which the State is the
trustee or agent for someone else's
resources

Activities of the State that are not
proprietary or fiduciary

Entire State government (except
fiduciary funds) and the State's
component units

Statement of net assets Balance sheet Statement of net assets Statement of net assets

financial
statements

Accounting basis
and measurement
focus

Type of
asset/liability
information

Type of
inflow/outflow
information

Statement of activities

Statement of revenues,
expenditures, and
changes in fund balances

Statement of revenues, expenses
and changes in net assets
Statement of cash flows

Statement of changes in fund
net assets

Accrual accounting and
economic resources focus

Modified accrual
accounting and current
financial resources focus

Accrual accounting and
economic resources focus

Accrual accounting and
economic resources focus

All assets and liabilities, both
financial and capital, and
short-term and long-term

Only assets expected to be used
up and liabilities that come due
during the year or soon thereafter;
no capital assets included

All assets and liabilities, both
financial and capital, and
short-term and long-term

All assets and liabilities, both
short-term and long-term

All revenues and expenses during
the year, regardless of when
cash is received or paid

Revenues for which cash is
received during or soon after
year end

Expenditures when goods or
services have been received and
payment is due during the year
or soon thereafter
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Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the financial
statements can be found immediately following the fiduciary funds financial statements.

Required Supplementary Information

The basic financial statements and accompanying notes are followed by a section of required
supplementary information, including information concerning the State's progress in funding its
obligation to provide pension and other post-employment benefits to its employees. This section
also includes a budgetary comparison schedule for each of the State's major governmental funds
that have a legally enacted budget.

Other Supplementary Information

Other supplementary information, which follows the required supplementary information in the
State’s CAFR, includes the combining financial statements for nonmajor governmental funds,
grouped by fund type and presented in single columns in the basic financial statements, internal
service funds, fiduciary funds, discretely presented component units and the statistical section.

Government-Wide Financial Analysis
Net Assets

As noted earlier, net assets may serve over time as a useful indicator of a government's financial
position. The State's combined net assets (governmental and business-type activities) totaled
$789.1 million at the end of fiscal year 2009, compared to $998.9 million at the end of the prior
fiscal year. The primary reason for the $209.8 million decrease was that resources accumulated
in prior years were used to fund some of the current year expenses. Governmental activities
have unrestricted net assets (deficit) of ($1,543.7) million.

A portion of the State's net assets reflects its investment in capital assets such as land, buildings,
equipment and infrastructure (roads, bridges, and other immovable assets), less any related debt
outstanding that was needed to acquire or construct the assets. The State uses these capital assets
to provide services to its citizens; consequently, these assets are not available for future
spending. Although the State'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. An additional portion of the State's net assets represent resources that are subject to
external restrictions on how they may be used.
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State of Rhode Island's Net Assets as of June 30, 2009
(Expressed in Thousands)

Total
Govermental Business-Type Primary
Activities Activities Government
2009 2008* 2009 2008 2009 2008*
Current and other assets $ 1,610,728 $ 1413978 $ 120,086 $ 223,419 $ 1,730,814 $ 1,637,397
Capital assets 2,855,528 2,784,026 205,282 208,595 3,060,810 2,992,621
Total assets 4,466,256 4,198,004 325,368 432,014 4,791,624 4,630,018
Long-term liabilities outstanding 2,796,056 2,476,054 335,548 268,980 3,131,604 2,745,034
Other liabilities 834,565 845,762 36,394 40,353 870,959 886,115
Total liabilities 3,630,621 3,321,816 371,942 309,333 4,002,563 3,631,149
Net assets:

Invested in capital assets,
net of related debt 1,959,118 1,877,872 (59,453) (60,902) 1,899,665 1,816,970
Restricted 420,215 427,588 20,130 198,928 440,345 626,516
Unrestricted (1,543,698)  (1,429,272) (7,251) (15,345)  (1,550,949)  (1,444,617)

Total net assets *(as restated) $ 835635 $ 876,188 $ (46,574) $ 122681 $ 789,061 $ 998,869

* - Cumulative effect of prior period adjustments is fully explained in note 18C.

As indicated above, the State reported a balance in unrestricted net assets (deficit) of ($1,550.9)
million at June 30, 2009 in the Statement of Net Assets. This deficit results in part from the
State’s use of general obligation bond proceeds (which are reported as debt of the primary
government) for non-capital expenditures deemed to provide important benefits for the general
public. In these instances, proceeds are transferred to municipalities, discretely presented
component units, and non-profit organizations within the State to fund specific projects.
Examples of these uses of general obligation bond proceeds include but are not limited to the
following:

o Certain transportation projects funded with bond proceeds that do not meet the
State’s criteria for capitalization as infrastructure;

o Construction of facilities at the State’s university and colleges which are reflected
in discretely presented component units;

0 Water resources projects including the acquisition of sites for future water supply
resources, various water resources planning initiatives, and funding to upgrade
local water treatment facilities;

o Environmental programs to acquire, develop, and rehabilitate local recreational
facilities and insure that open space is preserved;

o0 Historical preservation initiatives designed to protect and preserve historical
buildings as well as provide funding for cultural facilities and

o Capital improvements for privately-owned and operated group homes for

developmentally disabled citizens of the State as well as children who are
dependant on the State for care.
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In the above instances, the primary government records a liability for the general obligation
bonds but no related capitalized asset is recorded. A cumulative deficit in unrestricted net assets
results from financing these types of projects through the years.

Changes in Net Assets

The State’s net assets decreased by $209.8 million during the current fiscal year. Total revenues
of $8,339.8 million were less than expenses of $8,549.6 million. Approximately 31.0% of the
State’s total revenue came from taxes, while 28.9% resulted from grants and contributions
(including federal financial aid). Charges for various goods and services provided 38.4% of the
total revenues. The State’s expenses covered a range of services. The largest expenses were for
human services, 31.8% and education, 15.1%. In fiscal year 2009, governmental activity
expenses exceeded program revenues by $3,064.8 million, which resulted in the use of $2,708.8
million in general revenues (mostly taxes). On the other hand, net program revenues from
business-type activities in fiscal year 2009 exceeded expenses by $130.1 million.

Governmental Business-Type Total
Activities Activities Primary Government
2009 2008 2009 2008 2009 2008
Revenues:
Program revenues:
Charges for services $ 428854 $ 449812 $2772,889 $ 2,601,083 $ 3,201,743 $ 3,050,895
Operating grants and contributions 2,114,821 1,827,704 194,857 3,285 2,309,678 1,830,989
Capital grants and contributions 103,515 112,712 103,515 112,712
General revenues:
Taxes 2,588,417 2,820,709 2,588,417 2,820,709
Interest and investment earnings 9,435 32,466 4,279 9,531 13,714 41,997
Miscellaneous 95,758 121,273 11,782 8,341 107,540 129,614
Gain on sale of capital assets 1,656 3,026 1,656 3,026
Payments from component units 13,569 39,284 13,569 39,284
Total revenues 5,356,025 5,406,986 2,983,807 2,622,240 8,339,832 8,029,226
Program expenses:
General government 754,386 894,766 754,386 894,766
Human services 2,719,346 2,736,956 2,719,346 2,736,956
Education 1,287,577 1,361,310 1,287,577 1,361,310
Public safety 414,830 428,351 414,830 428,351
Natural resources 75,103 90,087 75,103 90,087
Transportation 324,007 240,644 324,007 240,644
Interest 136,737 133,298 136,737 133,298
Lottery 2,215,602 2,042,722 2,215,602 2,042,722
Convention Center 48,764 41,007 48,764 41,007
Employment insurance 573,288 259,246 573,283 259,246
Total expenses 5,711,986 5,885,412 2,837,654 2,342,975 8,549,640 8,228,387
Change in net assets before transfers (355,961) (478,426) 146,153 279,265 (209,808) (199,161)
Transfers 315,408 324,928 (315,408) (324,928)
Change in net assets (40,553) (153,498) (169,255) (45,663) (209,808) (199,161)
Net assets - Beginning 829,461 982,959 122,681 168,344 952,142 1,151,303
Cumulative effect of prior period adjustments 46,727 46,727
Net assets - Beginning, as restated 876,188 982,959 122,681 168,344 998,869 1,151,303
Net assets - Ending $ 835635 $ 829461 $ (46,574) $ 122,681 $ 789061 $ 952,142

The cumulative effect of the prior period adjustment is fully explained in Note 18 Section C.
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Financial Analysis of the State’s Funds

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

Governmental Funds

The focus of the State's governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the
State's financing requirements. In particular, unreserved fund balance may serve as a useful
measure of the State's net resources available for spending at the end of the fiscal year. At the
end of the current fiscal year, the State's governmental funds reported a combined ending fund
balance of $889.3 million, an increase of $204.0 million. Reserved fund balances are not
available for new spending because they have already been committed as follows: (1) $80.1
million for a “rainy day” account, (2) $52.1 million for continuing appropriations, (3) $90.6
million principally for liquidating debt, (4) $148.4 million for employment insurance programs
and (5) $35.2 million for other restricted purposes. Approximately 61.3% or $545.2 million of
the ending fund balance is designated by the State’s management, consistent with the limitations
of each fund.

The major governmental funds of the primary government are:

General Fund. The General Fund is the chief operating fund of the State. At the end of the
current fiscal year, the unreserved fund balance (deficit) of the General Fund was ($62.3)
million, while total fund balance was $70.0 million.

Revenues and other sources of the General Fund totaled $5,218.3 million in fiscal year 2009, a
decrease of $135.7 million, 2.53%, from the previous year. The revenues from various sources
and the change from the previous year are shown in the following tabulation (amounts in
thousands):
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Increase (decrease)

from 2008
2009 2008 Amount Percent

Taxes:
Personal income $ 897,306 $ 1073617 $  (176312) -16.42%
Sales and use 998,513 1,019,614 (21,101) -2.07%
General business 345,792 374,800 (29,008) -1.74%
Other 37,359 48,370 (11,011) -22.76%
Subtotal 2,278,969 2,516,401 (237,432) -9.44%
Federal grants 2,001,605 1,740,283 261,322 15.02%
Restricted revenues 133,872 126,090 7,782 6.17%
Licenses, fines, sales, and services 295,069 322,864 (27,795) -8.61%
Other general revenues 30,307 41,200 (10,893) -26.44%
Subtotal 2,460,853 2,230,437 230,416 10.33%
Total revenues 4,739,822 4,746,838 (7,016) -0.15%
Other sources 478,516 607,153 (128,637) -21.19%
Total revenue and other sources $ 5218338 $ 5353991 $ (135,653) -2.53%

The increase in Federal grants of $261.3 million is primarily attributable to $255.2 million of
new funds received by the State under the American Recovery and Reinvestment Act (ARRA)
which was enacted on February 17, 2009. ARRA provided funding for a number of programs
primarily in the Human Services, General Government and Education categories.

Expenditures and other uses totaled $5,255.0 million in fiscal year 2009, a decrease of $136.5

million, 2.53%, from the previous year. Changes in expenditures and other uses by function
from the previous year are shown in the following tabulation (amounts in thousands):

Increase (decrease)

from 2008
2009 2008 Amount Percent

General government $ 586,628 $ 626,052 $ (39,424) -6.30%
Human services 2,711,167 2,727,534 (16,367) -0.60%
Education 1,217,271 1,289,124 (71,853) -5.57%
Public safety 401,976 410,605 (8,629) -2.10%
Natural resources 68,932 72,982 (4,050) -5.55%
Debt Service:

Principal 102,683 92,077 10,606 11.52%

Interest 67,273 68,478 (1,205) -1.76%
Total expenditures 5,155,930 5,286,852 (130,922) -2.48%
Other uses 99,104 104,650 (5,546) -5.30%
Total expenditures and other uses $ 5255034 $ 5391502 $ (136,468) -2.53%
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Intermodal Surface Transportation Fund. The Intermodal Surface Transportation Fund
(ISTEA) is a special revenue fund that accounts for the collection of gasoline tax, federal grants,
and bond proceeds that are used in maintenance, upgrading, and construction of the State's
highway system. At the end of the current fiscal year, unreserved fund balance of the ISTEA
fund was $0.2 million, while the total fund balance was $35.4 million. Total fund balance of the
ISTEA fund decreased by $13.0 million during the current fiscal year. The primary reason for
this decrease was a reduction in gasoline taxes collected.

GARVEE Fund. The GARVEE Fund is a capital projects fund that accounts for the proceeds
of the Grant Anticipation Revenue Vehicle (GARVEE) and the RI Motor Fuel Tax (RIMFT)
revenue bonds, related expenditures and the two cents per gallon gasoline tax that is dedicated
for the debt service of the RIMFT bonds. The GARVEE Fund ended the fiscal year with a fund
balance of $268.1 million, an increase of $115.4 million. The reason for this increase was the
issuance of $181.8 million of special obligation bonds.

General Fund Budgetary Highlights

Prior to FY2009, according to the State’s Constitution, general revenue appropriations in the
general fund could not exceed 98% of available general revenue sources, which consist of the
current fiscal year’s budgeted general revenue plus the general fund undesignated fund balance
from the prior fiscal year. Excess revenue was transferred to the Reserve. If the balance in the
Reserve exceeded three percent of the total general revenues and opening surplus, the excess was
transferred to the RI Capital Plan Fund to be used for capital projects. In FY2009, the spending
cap decreased by .2% and Reserve limitation increased by .4%. For years subsequent to FY2009
the spending cap will decrease by .2% and the reserve limitation will increase by .4% each year
until FY2013 when the spending cap will be 97% of the total general revenues and opening
surplus, and the Reserve will be five percent of the total general revenues and opening surplus.
The budgets for the components of the current fiscal year’s general revenue estimates are
established by the State’s revenue estimating conference. If actual general revenue is less than
the projection, appropriations have to be reduced or additional revenue sources must be
identified. Certain agencies have federal programs that are entitlements, which continue to
require State funds to match the federal funds. Agencies may get additional appropriations
provided a need is established.

Adjustments to general revenue receipt estimates resulted in a decrease of $258.2 million, 7.7%,
between the original budget and the final budget. General revenue appropriations decreased
from the original budget by $268.4 million. Some significant changes between the preliminary
and final estimated general revenues and the enacted and final general revenue appropriations are
listed below.
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Original Budget
vs. Final Budget

General revenues Change
Taxes (In thousands) Percent
Personal Income $ (153,635) -13.7%
Business Corporations (49,000) -30.4%
Public Utilities Gross Earnings 15,000 15.0%
Sales and Use (39,900) -4.6%
Motor Vehicle 5132 11.2%
Cigarettes 16,500 14.4%
Inheritance and Gift (7,800) -20.5%
Departmental Revenue (17,477) -5.0%
Other
Transfer from Lottery (27,400) -7.5%
Other General Revenue 344
Total Change in Estimated Revenue $ (258,236) -1.7%
General revenue appropriations
Department
Administration $ 6,452 14%
Revenue (5,055) -13.4%
Children, Youth and Families 24,254 17.7%
Health (4,245) -13.2%
Human Services (107,431) -14.0%
Mental Health, Retardation
and Hospitals (36,566) -16.7%
Elementary and Secondary
Education (103,303) -11.1%
Board of Governors for
Higher Education (8,975) -5.0%
Corrections (23,465) -13.1%
Judicial (3,313) -3.9%
Public safety (2,865) -4.3%
Environmental Management (2,224) -6.2%
Other (1,616)
Total Change in Appropriations $ (268,352) -9.2%

The General Fund ended fiscal year 2009 with an unreserved fund balance deficit of $62.3
million. The deficit increased by $19.4 million from June 30, 2008. The primary factor that
caused the increase was a shortfall in actual general revenues vs. the final budgeted amounts of
$63.3 million. Deficiencies were experienced in all major categories of general revenue. The
two largest general revenue shortfalls were in Personal Income Taxes-$30.1 million and Sales
and Use Taxes-$15.3 million. These were a result of the severe economic downturn that affected
the nation and especially the Northeast region in fiscal year 2009. Due to a number of aggressive
cost control measures that were implemented during the fiscal year, general revenue
expenditures were equal to final appropriated amounts. In addition, the General Assembly
appropriated $22 million from the Budget Reserve and Cash Stabilization Account which
mitigated the effect of the general revenue shortfall.
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Capital Assets and Debt Administration
Capital Assets

The State's investment in capital assets for its governmental and business-type activities as of
June 30, 2009, amounts to $3,060.8 million, net of accumulated depreciation of $1,763.4
million. This investment in capital assets includes land, buildings, improvements, equipment,
infrastructure, and construction in progress. The total increase in the State's investment in capital
assets for the current fiscal year was about 2.3% in terms of net book value, primarily caused by
construction in progress for construction and repair of roads and other infrastructure.

Actual expenditures to purchase or construct capital assets were $202.9 million for the year. Of
this amount, $131.8 million was used to construct or reconstruct roads. Depreciation charges for
the year totaled $125.3 million.

State of Rhode Island's Capital Assets as of June 30, 2009
(Expressed in Thousands)

Total
Governmental Activities Business-Type Activities Primary Government
2009 2008* 2009 2008 2009 2008*
Capital assets not being depreciated
Land $ 344442 $ 342307 $ 45558 $ 45558 $ 390,000 $ 387,865
Works of Art 314 239 314 239
Intangibles 145,180 136,510 145,180 136,510
Construction in progress 494,250 834,460 412 1,567 494,662 836,027
Total capital assets not being depreciated 984,186 1,313,516 45,970 47,125 1,030,156 1,360,641
Capital assets being depreciated

Land improvements 3,700 3,700 3,700 3,700
Buildings 577,823 517,249 233,047 163,303 810,870 680,552
Building improvements 208,342 208,342 208,342 208,342
Equipment 230,558 224,926 22,407 83,395 252,965 308,321
Intangibles 8,428 8,428 8,428 8,428
Infrastructure 2,509,729 2,064,005 2,509,729 2,064,005

3,538,580 3,026,650 255,454 246,698 3,794,034 3,273,348
Less: Accumulated depreciation 1,667,238 1,556,140 96,142 85,228 1,763,380 1,641,368
Total capital assets being depreciated 1,871,342 1,470,510 159,312 161,470 2,030,654 1,631,980
Total capital assets (net) * $ 2,855,528 $ 2,784,026 $ 205282 $ 208,595 $ 3,060,810 $ 2,992,621

* - As restated

The State has a number of significant capital projects in process including the modernization of
IT systems and office facilities for the Division of Motor Vehicles, construction of a new facility
for the School for the Deaf, construction of a new facility for the College of Pharmacy at the
University of Rhode Island and construction of a new headquarters/training facility for use by the
R.1. State Police. In addition, a number of significant highway and bridge improvement projects
are underway, including relocation of a major portion of Interstate 1-195 and construction of a
new Sakonnet River Bridge. Finally, the State is making a significant investment in commuter
rail service by expanding service from Providence to Warwick’s T.F. Green Airport and
Wickford Station in Washington County.
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Additional information on the State's capital assets can be found in the notes to the financial
statements of this report.

Debt Administration

Under the State's Constitution, the General Assembly has no power to incur State debts in excess
of $50,000 without the consent of the people (voters), except in the case of war, insurrection or
invasion, or to pledge the faith of the State to the payment of obligations of others without such
consent. At the end of the current fiscal year, the State’s governmental activities had total
bonded debt outstanding of $2,523.1 million of which $1,036.2 million is general obligation
debt, $658.5 million is special obligation debt and $828.4 million is debt of the blended
component units. Additionally, accreted interest of $23.9 million has been recognized for debt
on one blended component unit, which will not be paid until 2052. The State's total bonded debt
increased by $300.2 million during the current fiscal year. This increase is the net of $39.1
million increase in general obligation debt, an increase of $300.4 million in special obligation
debt and a decrease of $39.3 million in the blended component units debt. Additionally, the
State has extended its credit through contractual agreements of a long-term nature, which are
subject to annual appropriations.

During the current fiscal year, the State issued $107.8 million of general obligation bonds of
which $12.4 million were refunding bonds used to refund $12.6 million of outstanding bonds and
$331.8 million of special obligation bonds. The special obligation bonds include $150 million of
revenue bonds issued on behalf of the State under the Historic Structures Tax Credit Financing
Program. The special obligation bonds do not constitute a debt, liability, or obligation of the
State or any political subdivision thereof. The State is obligated under a Payment Agreement
with RIEDC to make payments to the trustee. This obligation is subject to annual appropriation
by the General Assembly. The proceeds of the Bonds are being used to provide funds for
redemption of Historic Structures Tax Credits redeemed in FY2009 and the following two fiscal
years.

The State does not have any debt limitation. Bonds authorized by the voters, that remain
unissued as of the end of the current fiscal year, amounted to $269.4 million. Additional
information on the State's long-term debt can be found in the notes to the financial statements of
this report.

Conditions Expected to Affect Future Operations

At the November 2009 Revenue Estimating Conference (REC) the enacted FY 2010 estimate of
general revenues was revised downward by $130.4 million. Of the 19 general revenue sources
that are estimated at the REC, 12 were revised downward from enacted estimates including the
three largest tax sources of general revenue; Personal Income Tax, Sales and Use Tax, and
Business Corporation Tax. The estimated Lottery Transfer to the general fund and Departmental
Receipts were revised upward. The revised FY 2010 estimate of total general revenues is
$2.946.4 billion, a 4.2 percent decrease from the enacted FY 2010 estimate.

In addition, the first quarter report for FY 2010 prepared by the Budget Office and issued on
November 13, 2009 projects that expenditures will exceed appropriations for a number of
programs by $34.6 million. Also, the estimated opening deficit of $61.8 million for FY 2010
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contributes to the total general revenue deficit for FY 2010. In total, the general revenue deficit
for FY 2010 is projected to be $219.8 million according to Budget Office’s first quarter report.

On December 15, 2009 the Governor announced a supplemental budget proposal for FY 2010.
This proposal includes a number of measures designed to eliminate the FY 2010 budget deficit
discussed above. Among the measures in the supplemental budget proposal are expenditure
reductions totaling $155.2 million and non-recurring revenues and transfers totaling $38.1
million.

The Lottery’s largest video lottery facility, Twin River, commenced a bankruptcy proceeding in
June 2009. A reorganization plan is pending before the bankruptcy court whereby the lenders
shall become the new owners of the facility and search for a new operator to replace the debtors.
Twin River has continued to remain open and the State’s share of revenue has been remitted.
Various legislative proposals are pending regarding operation of the facility, the State’s
investment in marketing and management of the facility, as well as proposing the voters consider
an expansion of the facility’s gaming options.

In accordance with GASB Statement No0.45 the State began accounting for retiree health care
benefits on an actuarial basis in fiscal year 2008. An actuarial study completed as of June 30,
2007 has determined the State’s unfunded actuarial liability to be approximately $788.2 million.
Based on a discount rate of 3.566% the State and other participating employers’ annual required
contribution was determined to be $42.1 million and the net OPEB obligation as of June 30,
2009 was $20.8 million. The State is currently funding the retiree health care program on a pay
as you go basis. The Governor’s budget for FY2011 proposes that the program be funded on an
actuarial basis beginning in FY2011.

A number of unions representing state employees and teachers reportedly plan to file a lawsuit
challenging the recently enacted pension reforms. If successful, these challenges could impact
some or all of the estimated pension reform savings.

The State sold $350 million of General Obligation Tax Anticipation Notes in August 2009. The
notes bear interest at 2.5% and are due on June 30, 2010. The proceeds from these Notes were
used to provide working capital. In addition, the General Fund borrows from the R.I. Capital
Plan Fund and the R.l. Temporary Disability Insurance Fund to provide short term working
capital. The State is continuing to carefully monitor cash flow in order to insure that there are
sufficient resources available to retire these Notes at their maturity date. In addition, the State has
undertaken a series of measures to improve the timing of receipts and disbursements and to
reduce the level of short-term borrowing. These measures include accelerating the collection of
certain taxes and the partial restructuring of the State’s disbursement pattern.

The State’s unemployment rate is 12.7% which continues to negatively impact the State’s overall
economic environment and tax collections. The State has borrowed from the Federal
Unemployment Trust Fund to continue benefits to unemployed individuals. Borrowings through
March 2010 totaled nearly $204 million and further borrowings are anticipated.

Beginning in FY2009, the State received additional federal grant revenue from the federal
American Reinvestment and Recovery Act (ARRA). For certain programs where costs are
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shared by the federal and state government (e.g., Medicaid), the state share of program costs was
temporarily decreased. Such funding has partly mitigated the impact of general revenue
shortfalls, which are expected to continue through fiscal years 2010 and 2011.

Economic Factors

The unemployment rate for the State of Rhode Island was 12.5 percent in the fourth quarter of
2009, which is an increase from the rate of 9.0 percent during the fourth quarter of 2008. The
State’s unemployment rate increased slightly to 12.7 percent in January 2010. The state’s
unemployment rate compares unfavorably with the U.S. unemployment rate of 9.7 percent as of
February 2010. The state’s high rate of unemployment is due to at least three factors: the
prominent role of the housing sector in the state’s economy; the high concentration of blue collar
workers as a percent of the state’s total labor force; and the small size of the state’s economy
relative to those of Connecticut, Massachusetts and the country as a whole.

In its February 2010 forecast, Moody’s Economy.com noted that despite the “deplorable
conditions” of the state’s labor market, economic indicators outside the labor market have begun
to improve. These economic indicators include residential construction which “has been on a
slight upward trend for all of 2009” and industrial production which “has increased since mid-
year.” Average household income resumed positive growth in the second quarter of 2009
although the rate of growth is sluggish and trails the rate of inflation. The state’s economy is
expected to hit bottom in 2010 with a real recovery commencing in 2011. The recovery is
expected to be slow due to the state’s labor market situation with the state not regaining “its peak
employment level until 2014, well after the U.S.”

Rhode Island’s economy faces long-term challenges. The state is ranked among the bottom 10
states for its business tax climate. The total state and local tax burden has diminished but is still
higher than the U.S. average and one of the highest in New England. The state has high energy
costs and relatively low household incomes vis-a-vis home prices.

Requests for Information

This report is designed to provide a general overview of the State’s finances and accountability
for all of the State’s citizens, taxpayers, customers, investors and creditors. Questions concerning
any of the information provided in this report or requests for additional information should be
sent to finreport@mail.state.ri.us. The State’s Comprehensive Annual Financial Report may be
found on the State Controller’s home page, http://controller.admin.ri.gov/index.php. Requests
for additional information related to component units should be addressed as listed in Note 1 of
the financial statements.
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Assets
Current assets:
Cash and cash equivalents
Funds on deposit with fiscal agent
Investments
Receivables (net)
Restricted assets:
Cash and cash equivalents
Investments
Receivables (net)
Other assets
Due from primary government
Due from component units
Internal balances
Due from other governments and a
Loans to other funds
Inventories
Other assets

Total current assets

Noncurrent assets:
Investments
Receivables (net)
Restricted assets:
Cash and cash equivalents
Investments
Receivables (net)
Other assets
Due from component units
Capital assets - nondepreciable
Capital assets - depreciable (net)
Other assets

Total noncurrent assets
Total assets
Liabilities

Current Liabilities:
Cash overdraft
Accounts payable
Due to primary government
Due to component units

State of Rhode Island and Providence Plantations
Statement of Net Assets

June 30, 2009

(Expressed in Thousands)

Primary Government

Due to other governments and agencies

Deferred revenue

Other current liabilities

Current portion of long-term debt
Obligation for unpaid prize awards

Total current liabilities

Noncurrent Liabilities:
Due to primary government

Due to other governments and agencies

Net OPEB obligation

Deferred revenue

Due to component units

Notes payable

Loans payable

Obligations under capital leases
Compensated absences

Bonds payable

Other liabilities

Total noncurrent liabilities

Total liabilities
Net Assets

Invested in capital assets, net of related debt

Restricted for:
Budget reserve
Transportation
Debt
Assistance to Other Entities
Employment insurance program
Other
Nonexpendable-education
Unrestricted

Total net assets

Governmental ~ Business - Type Component
Activities Activities Totals Units

$ 336,108 $ 15221 $ 351,329 $ 266,909
426,313 17,772 444,085

177 177 45,297

432,452 64,267 496,719 237,471

7,537 13,363 20,900 264,539

73,247 73,247 285,417

22,472

11,669

1,050 1,050 50,815

4,416 4,416 232

1,087 (1,087)

gencies 211,772 3,212 214,984 346
1,082 1,082

1,660 738 2,398 7,393

65,067 934 66,001 12,095

1,560,918 115,470 1,676,388 1,204,655

111,373

8,261 8,261 1,827,955

131,976

111,040

1,543,838

160,698
25,413 25,413

984,186 45,970 1,030,156 669,796

1,871,342 159,312 2,030,654 1,409,636

16,136 4,616 20,752 75,513

2,905,338 209,898 3,115,236 6,041,825

4,466,256 325,368 4,791,624 7,246,480
1,600 1,600

439,709 12,475 452,184 118,385

4,416

50,815 50,815 98

4,063 4,063 22,381

10,966 3,797 14,763 32,680

112,135 2,257 114,392 258,149

219,340 7,765 227,105 189,701
6,037 6,037

834,565 36,394 870,959 625,810

25,413

70,271 70,271 3,752

20,725 75 20,800 22,688

8,233 8,233 7,065

696

3,744

621,145

250,158 250,158 13,751

3,524 3,524 19,804

2,458,057 256,969 2,715,026 3,518,168

63,592 63,592 130,917

2,796,056 335,548 3,131,604 4,367,143

3,630,621 371,942 4,002,563 4,992,953

1,959,118 (59,453) 1,899,665 1,130,528
80,145 80,145
1,410 1,410

90,704 13,363 104,067 633,706
47,102 47,102
148,382 6,767 155,149

51,103 51,103 141,985

1,369 1,369 95,611

(1,543,698) (7,251) (1,550,949) 251,697

$ 835,635 $ (46,574) $ 789,061 $ 2,253,527

The notes to the financial statements are an integral part of this statement.
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Functions/Programs

Primary government:
Governmental activities:

General government
Human services
Education
Public safety
Natural resources
Transportation
Interest and other charges

Total governmental activities

Business-type activities:
State lottery
Convention center
Employment security

Total business-type activities
Total primary government

Component units:

State of Rhode Island and Providence Plantations

Statement of Activities
For the Year Ended June 30, 2009
(Expressed in Thousands)

Net (Expense) Revenue and Changes in Net Assets

Program Revenues

Primary Government

Operating Capital
Charges for grants and grants and Governmental Business-type Component
Expenses Services contributions contributions activities activities Totals Units
$ 754,386 168,210 $ 83,143 $ 628 $ (502,405) $ $ (502,405) $
2,719,346 187,973 1,617,233 3,648 (910,492) (910,492)
1,287,577 8,335 217,799 167 (1,061,276) (1,061,276)
414,830 32,770 55,214 2,730 (324,116) (324,116)
75,103 31,385 15,132 5,934 (22,652) (22,652)
324,007 181 126,300 90,408 (107,118) (107,118)
136,737 (136,737) (136,737)
5,711,986 428,854 2,114,821 103,515 (3,064,796) (3,064,796)
2,215,602 2,558,930 343,328 343,328
48,764 21,340 (27,424) (27,424)
573,288 192,619 194,857 (185,812) (185,812)
2,837,654 2,772,889 194,857 130,092 130,092
$ 8,549,640 3,201,743 % 2,309,678 $ 103,515 (3,064,796) 130,092 (2,934,704)
$ 1,235,448 915127 $ 40,267 $ 157,775 (122,279)
General Revenues:
Taxes 2,588,417 2,588,417
Interest and investment earnings 9,435 4,279 13,714 8,853
Miscellaneous 95,758 11,782 107,540 15,973
Gain on sale of capital assets 1,656 1,656
Transfers (net) 315,408 (315,408)
Payments from component units 13,569 13,569
Payments from primary government 247,492
Total general revenues and transfers 3,024,243 (299,347) 2,724,896 272,318
Change in net assets (40,553) (169,255) (209,808) 150,039
Net assets - beginning as restated 876,188 122,681 998,869 2,103,488
Net assets - ending $ 835635 $ (46,574) $ 789,061 $ 2,253,527

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

Governmental

General Fund - is the operating fund of the State and is used to account for all financial transactions
except those required to be accounted for in another fund.

Special Revenue Funds - account for the proceeds of specific revenue sources that are legally restricted.

Intermodal Surface Transportation Fund — accounts for the collection of the gasoline tax,
federal grants, and bond proceeds that are used in maintenance, upgrading, and construction of the
state’s highway system.

Capital Project Funds - account for resources obtained and used for the acquisition, construction or
improvement of capital facilities not reported in other governmental or proprietary funds.

GARVEE - accounts for the proceeds of the Grant Anticipation Revenue Vehicle (GARVEE) and
the Rl Motor Fuel Tax (RIMFT) revenue bonds, related expenditures and the two cents a gallon
gasoline tax, which is dedicated for the debt service of the RIMFT bonds.

Proprietary

Enterprise Funds - account for operations where management has decided that periodic determination
of revenues earned, expenses incurred (including depreciation), and/or net income is appropriate for
capital maintenance, public policy, management control, accountability, or other purposes.

State Lottery Fund - operates lottery games for the purpose of generating resources for the State’s
General Fund.

Rhode Island Convention Center Authority - created in 1987 to facilitate the construction and
development of a convention center, parking garages and related facilities within the City of
Providence. RICCA is responsible for the management and operations of the R.l. Convention
Center, Dunkin’ Donuts Center and the Veteran’s Memorial Auditorium Arts and Cultural Center
located in Providence.

Employment Security — accounts for the State’s unemployment compensation benefits. Revenues
consist of taxes assessed on employers and federal grants to pay benefits to qualified unemployed
persons.
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State of Rhode Island and Providence Plantations
Balance Sheet
Governmental Funds
June 30, 2009
(Expressed in Thousands)

Intermodal Other Total
Surface Governmental ~ Governmental
General Transportation GARVEE Funds Funds
Assets
Cash and cash equivalents $ 88002 $ 26,495 3 $ 180816 $ 295313
Restricted cash and cash equivalents 7,537 7,537
Funds on deposit with fiscal agent 275,335 150,977 426,312
Investments 177 177
Restricted investments 73,247 73,247
Receivables (net) 363,793 12,470 50,217 426,480
Due from other funds 2,183 12,714 1,687 16,584
Due from component units 3,088 3,088
Due from other governments
and agencies 148,687 63,087 211,774
Loans to other funds 11,003 101,948 112,951
Other assets 58,251 32 58,283
Total assets $ 675007 $ 114,766 $ 275335 $ 566,638 $ 1,631,746
Liabilities and Fund Balances
Liabilities
Cash overdraft 1,600 1,600
Accounts payable 388,303 21,150 5,437 15,721 430,611
Due to other funds 573 15,593 16,166
Due to component units 2,779 37,925 9,973 50,677
Loans from other funds 101,948 6,743 108,691
Deferred revenue 26,766 19,722 46,488
Other liabilities 85,252 569 1,261 1,123 88,205
Total liabilities 605,048 79,366 7,271 50,753 742,438
Fund Balances
Reserved for:
Budget reserve 80,145 80,145
Appropriations carried forward 52,100 52,100
Debt 15,560 75,028 90,588
Transportation capital projects 35,228 35,228
Employment insurance programs 148,364 148,364
Unreserved, reported in:
General fund (62,286) (62,286)
Special revenue funds 172 93,326 93,498
Capital projects funds 252,504 197,799 450,303
Permanent fund 1,368 1,368
Total fund balances 69,959 35,400 268,064 515,885 889,308
Total liabilities and fund balances $ 675007 $ 114,766 $ 275335 $ 566,