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Department of Finance
869 Park Avenue
Cranston, RI 02910-2738
(401) 461-1000

December 30, 2016

Honorable Mayor Allan W. Fung
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, 2016. 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 internal 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.

Marcum LLP, a public accounting firm fully licensed and qualified to perform audits of municipalities within the
State of Rhode Island, has 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, 2016, 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
unmodified opinion that the City of Cranston's financial statements for the fiscal year ended June 30, 2016, are
fairly presented in conformity with GAAP. The independent auditors’ report is presented as the first component of
the financial section of this report.

GAAP requires 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 governing 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 THE CITY OF CRANSTON

The City was established as a City in 1754 and incorporated as a City in 1910. With a population of 81,479 as
determined by the Rhode Island Economic Development Corporation, 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.

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 1-95 and 1-295. These interstate multi-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, modern 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.

LOCAL ECONOMY

Population

Ranked third in population among the 39 cities and towns in the State in 2010, the City experienced a 1.4% increase
in population from 2000 to 2010.



LONG-TERM FINANCIAL PLANNING

The City of Cranston places a high priority on economic development initiatives in order to solicit and
secure new business 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 in its urban business corridors. Through a variety of forward thinking legislative initiatives,
the city offers investment incentives to increase the financial viability of the City’s new and existing
development areas. In 2015 the City has passed two new industrial tax incentives for industrial
properties. A business expanding or buying a new building spending $12,000,000.00 to $20,000,000.00
will be eligible for a phase in 15 year tax incentive on their improvements. In addition, a business
expanding or buying a new building spending over $20,000,000.00 will be eligible for a phase in 20 year
tax incentive on their improvements.

- The City has a commitment to the economic development of 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 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 Park

The 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 the interchange of
- Interstate 295 and Route 14. This area continues to develop as one of the most important parts of the
City’s industrial tax base. National recognized companies like Penske, Cadence Science (which recently
completed 43,000 SF expansion with a cost of $3.8 million and is estimated to add over 100 new jobs),
Dean Warehouse Third Party Logistics Company, Con-Way Trucking, Electro Standards, MPC Corp,
Design Fabricators, Jewelry Concepts, GoGo Cast, TASCA Automotive Parts Warehouse and Bay State
Florist are just a few of the industrial tenants that have been attracted to this ever growing industrial area.

Garden City Center

Garden City Center, Rhode Island’s premiere outdoor shopping venue has been a shopping destination of
choice for five generations. The Center opened in 1948 and was the first suburban shopping center in
the state with 500,000 square feet of retail and office space. Its well-manicured landscapes and
enhanced gardens frame the architecturally unique shops and restaurants. The Center has national
retailers such as LL Bean, Fat Face, Pottery Barn, Crate & Barrel, J Crew, LA Fitness, New Balance,
Banana Republic, William Sonoma, Ann Taylor Co, Chico’s, Jos A Banks, Talbots, The Container
Store, GAP, Anthropologie, Destination Maternity, Soma-Intimates, The Loft, Mel and Me, Clarkes
Shoes, L’Occitane, Sephora and White House/Black Market. The Center also has regional and local
retailers and restaurants such as Providence Diamond Company, Applebee’s, Barrington Books, Edible
Arrangements, Ethan Allan Design Center, The Corner Bakery, Bistro 22, Starbucks, B. Goode,
Pinkberry, and Whole Foods Market. In addition, Garden City has announced construction of two new
buildings under Phase 4 development consisting of 37,000 square feet of total space at the site of
Ameriprise in 2017,



Chapel View Shopping Center

Located directly across from Garden City, a 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 of 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
former historic structures, all over one hundred years old, to develop a European Village atmosphere that
encompasses upscale condominiums, office space and retail components. Current tenants include Alex
& Ani (Retail and Corporate Headquarters) one of the World’s fastest growing companies, The Grille at

- Chapel View, First Comp a division of Markel Insurance Company, Residential Mortgage Services,
Champlain Foundation, Staples, Panera Bread, Massage Envy, Bling Eyewear, Qdoba Mexican Grill,
Shaw’s Supermarket, Recreational Equipment Inc. (REI), T.J. Max, Koch Eye Associates, Omaha Steaks
and Johnny Rockets.

Recent Development Initiatives

Cranston Parkade — The redevelopment of the 77-acre former Narragansett Brewery property has over
400,000 Square Feet of retail shopping area including such well-known retailers and restaurants as
Lowes, Kmart, TJ Max, Super Stop & Shop, Texas Roadhouse, Wendy’s and several smaller stores. In
2015, Alliance Security moved their corporate headquarters and over 600 employees into a newly
renovated 60,000 square foot facility that was the former home of Sanford Brown. A state of the art
Police Headquarters and Municipal Court for the City of Cranston opened its doors in June of 2007.
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
Super Store, Dollar Tree Store and Planet Fitness. The office park will offer corporate office clients and
landscaped business environment in a campus like setting. Two new banks have recently been added to
this development and 108 units of apartment housing have been completed, bringing together all of the
latest components of mixed use development.

Tasca Ford Lincoln Mercury — Nationwide the largest Ford Dealership, has expanded its Regional
headquarters in Cranston. The project resulted in the redevelopment of State property as well as a vacant
industrial building to create a state of the art Ford Lincoln Mercury, Volvo and Mazda Dealership and
Service Center that is a model for Ford dealerships across the United States. Tasca is currently in the
process of expanding its retail show room space by 3,000 square feet to showcase their Lincoln brand.
They have recently purchased a new building in the Howard Industrial Park to hold their corporate
offices and body repair operations.

Taco Manufacturing Expansion - As a leading developer, innovator and manufacturer of HVAC
equipment and systems for 90 years. Taco has recently undergone an expansion to increase the size of
its facility from 40,000 square feet to over 200,000, creating an Innovation & Development Center. This

‘new Innovation & Development Center will utilize, display and provide a hands-on learning
environment for the best equipment and systems that the HVAC industry offers for comfort, efficiency
and sustainability. HVAC products and systems will be visible throughout the entire facility forming
"Living Laboratories” that allow for close-up viewing hands-on learning and teaching. This expansion is
a further example of the revitalization of the Cranston Street area.
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Yushin America which was founded in 1988 and is headquartered in Cranston is known worldwide for
their expertise in robotics for the plastics industry. Yushin completed a 24,000 square foot expansion in
the Howard Industrial Plaza.

DiFruscia Industries purchased the section of the Cranston Print Works that formerly held Speidel
Manaufacturing bringing 50 new jobs into the city. DiFruscia serves over 350 customers throughout the
United States, providing environmentally sound and cost-effective coating solutions to a wide variety of
industries including: Marine, Electronics, Electrical Enclosure, Computer Hardware, Semi-conductor
Equipment, Electrical Components, Furniture, Industrial Equipment, Recreational, and Consumer
Markets.

There has been a host of other new business development and re-development in the City in 2015. RI
Credit Union redeveloped the former Bickford’s site on Reservoir Avenue opening a new headquarters
and branch. The Accounting firm of Blum Shapiro, relocation of Regional Headquarters adding 100
jobs, CarMax has redeveloped the former Building 19 property, opening its first retail site in Rhode

- Island. Hope Nursing has purchased the Knights of Columbus Building on Park Ave for Adult Day Care
and offices. RI Bar Foundation has purchased the building at 41 Sharpe Drive for their headquarters and
continuing education classes. Freeway Laundromat opened on Narragansett Blvd. Panera Bread has
moved from New London Avenue to Sockanosset Crossroads. The new site allows them a drive thru,
easier access and additional parking,.

Revolving Loan Fund

The Revolving Loan Fund is a fixed asset loan program that was established with Federal and matching
City Funds approximately 25 years ago. The City’s RLF program offers low interest loans to new as
well as expanding businesses located in the City of Cranston.

In addition, the RFL fund provides gap financing for companies seeking to purchase equipment, finance
renovations, job training and working capital.

The fund has distributed over $4 million to companies that have located or expanded. The loans have
leveraged over $26 million in additional investments.
= Over 18,000 jobs have been created or retained as a result of the program.
= The loan portfolio has an average loan amount of $110,000.
= Seventy percent of the loans have been made to companies with 25 or fewer
employees.

= There are 13 current loans in the portfolio.

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, 2015; 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 you have shown in us.

Sincerely,

Fdbert . Strom

Robert F. Strom,
Finance Director
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MARCUM

ACCOUNTANTS « ADVISORS

INDEPENDENT AUDITORS’ REPORT

Honorable Mayor Allan W. Fung
and Members of the Cranston City Council
Cranston, Rhode Island

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City of Cranston, Rhode Island (the “City™), as
of and for the year ended June 30, 2016, and the related notes to the financial statements, which collectively comprise
the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements
P

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

Auditors’ Responsibility

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

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

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

MARCUMGROUP

MEMBER

Marcum e = 155 South Main Street = Suite 100 » Providence, Rhode Islarlcb02903 » Phone 401.457.6700 = Fax 401.457.6701 = www.marcumlip.com



Opinions

In our opinion, the financial statements referred to previously 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, 2016, 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.

Other Matters
Required Supplementary information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis, budgetary comparison information, schedule of funding progress - other post-employment benefits plan,
schedule of employer contributions-other post-employment benefits plan, schedules of changes in net pension
liability-all retirement plans and schedules of employer contributions-all retirement plans on pages 13 through 28 and
pages 115 through 134, respectively, be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide
any assurance on the information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
City of Cranston, Rhode Island’s basic financial statements. The combining and individual nonmajor fund financial
statements, nonmajor budgetary funds schedule of revenues and expenditures, capital asset schedules by function and
activity and changes by function and activity, Annual Supplementary Transparency Report and accompanying notes,
are presented for purposes of additional analysis and are not a required part of the basic financial statements.
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The combining and individual nonmajor fund financial statements, nonmajor budgetary funds schedule of revenues
and expenditures, capital asset schedules by function and activity and changes by function and activity and the Annual
Supplementary Transparency Report and accompanying notes are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the combining and individual nonmajor fund financial statements and nonmajor
budgetary funds schedule of revenues and expenditures, capital asset schedules by function and activity and changes
by function and activity are fairly stated in all material respects in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them.

Other Reporting Required By Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 30, 2016, on our
consideration of the City of Cranston’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 in considering City of
Cranston, Rhode Island’s internal control over financial reporting and compliance.

Providence, Rhode Island
December 30, 2016
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Robert F. Strom
FINANCE DIRECTOR

Allan W. Fung
MAYOR

Department of Finance
869 Park Avenue
Cranston, Rl 02910-2738
(401) 461-1000

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2016

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, 2016.

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

Financial Highlights

e  The liabilities and deferred inflows of resources of the City of Cranston exceeded its assets and deferred outflows
of resources at the close of the fiscal year ended June 30, 2016 by $231.8 million (net position).

e The net position of the City increased by $3.5 million (or 1.5%). The governmental net position increased by $0.2
million (or 0.1%) as restated and the business-type net position increased by $3.3 million (or 6.4%).

e  The governmental activities revenue increased $9.8 million (or 3.1%) as restated and the net results from activities
as restated decreased from prior year by $13.8 million. In 2016, the results of activities produced an increase in net
position of $0.2 million and in 2015 the results of activities produced an increase in net position of $14.0 million as
restated.

e  The business-type activities revenue increased by $0.7 million (or 2.5%), and the net results from activities increased
by $0.6 million (or 2.2%) from the prior year. In 2016, the results of activities produced an increase in business-
type net position of $3.3 million, while in 2015 the results of activities also produced an increase of $2.7 million in
business-type net position.

e  The General Fund (the primary operating fund) reflected on a current financial resource basis reports a decrease in
fund balance of $2.3 million (or 10.0%), compared to $1.7 million decrease in the prior year.

e The City’s total debt increased by $5.8 million. The increase is due primarily to the issuance of new general
obligation debt of $15.1 million offset by current year principal repayments.

Overview of the Basic Financial Statements

This annual report consists of a series of financial statements. The Statement of Net Position (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.
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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED
JUNE 30, 2016

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 Position 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 position and changes to net position. You can think of the City’s net position as 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 position is 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 position presents information on all of the City’s assets and liabilities, with the difference between the
two reported as net position. Over time, increases or decreases in net position 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 position changed during the most recent fiscal
year. All changes in net position are reported as soon as the underlying event giving rise to the change occurs, regardless of
the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of Cranston that are principally supported
by taxes and intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business-type activities). The governmental activities present
the functions of the City that are principally supported by taxes and intergovernmental revenues. The governmental activities
of the City include general government, public safety, public works, public libraries, parks and recreation, education, senior
services, community development, and interest expense. The business-type activities of the City of Cranston include sewer
utilities, the Public Facilities Management Foundation, and the School Lunch Fund.

The government-wide financial statements can be found on Exhibits A and B of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The 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-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a 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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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED
JUNE 30, 2016

The City maintains 50 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 eight other funds considered part of the General Fund for reporting purposes and the School Department, both of which
are considered to be major funds. Data from the other 41 governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of the other 41 governmental funds, which are consolidated into 15 funds for
reporting purposes, 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 installation of new science labs into various
schools) 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 each of them as required supplementary information to demonstrate compliance with this budget.

Proprietary funds. The City of Cranston maintains two different types of proprietary funds. Enferprise funds are used to
report the same functions presented as business-type activities in the government-wide financial statements. The City of
Cranston uses enterprise funds to account for its sewer operations, Public Facilities Management Foundation, and its school
non-major programs. Infernal service funds are an accounting device used to accumulate and allocate costs internally among
the City’s various functions. The City of Cranston and School Department uses an internal service fund to account for certain
self-insured risks. Because this fund predominantly benefits governmental rather than business-type functions, it has been
included within governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail.
The proprietary fund financial statements provide separate information for the sewer utilities fund and the Public Facilities
Management Foundation, which are considered to be major funds of the City of Cranston. The school lunch program fund
is the sole non-major enterprise fund and is presented separately in the proprietary fund financial statements. The internal
service fund is also presented separately in the proprietary fund financial statements.

The basic proprietary fund financial statements can be found on 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.

The basic fiduciary fund financial statements can be found on Exhibits I, and J of this report.

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.

The notes to the financial statements can be found on Exhibit K of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information concerning budgetary compliance schedules for the General Fund and the Special
Revenue Fund-School Unrestricted, as well as the City’s progress in funding its obligation to provide pension and other post-

employment benefits to its employees. Required supplementary information can be found following the notes.

The combining statements referred to earlier in connection with non-major governmental funds are presented immediately
following the required supplementary information.
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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED

JUNE 30, 2016

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 Position

Assets:

Current and other assets.............
Capital assets ......ccocevienveericnieanne

Total Assets .................cccoovceen.....

Deferred Outflow of Resources...

Total Assets & Deferred

Outflows of Resources..........

Liabilities:
Long-term liabilities

Outstanding ........c..ceeervvienncnn
Other liabilities ............cccceevene.

Total Liabilities ...........................
Deferred Inflows of Resources...

Total Liabilities & Deferred
Inflows of Resources ............

Net Position:

Net investment in capital assets.
Restricted-Debt Service.............
| B V11 1111 (] S ————

Total Net Position .................

As of June 30
(In Millions)
Governmental Activities Business-type Activities Total
(As restated) (As restated)
016 2015 016 015 2016 2015
$267.5 $272.0 $23.1 $27.2 $290.6 $2992
110.5 994 70.2 67.5 180.7 166.9
378.0 371.4 93.3 94.7 471.3 466.1
58.8 38.1 0.3 0.1 59.1 38.2
436.8 409.5 93.6 94.8 5304 504.3
479.1 454.1 202 23.2 501.3 4773
275 28.7 Skl 5.6 33.2 34.3
506.6 482.8 279 28.8 534.5 511.6
2lF7k. 213.8 10.6 14.2 2201, 228.0
723.7 696.6 38.5 43.0 762.2 739.6
32.3 28.0 69.2 66.2 101.5 94.2
= - 2.1 8.6 251 8.6
(319.2) (315.1) (16.2) (23.0) (335.4) (338.1)
$ (286.9) $ (287.1) $ 55.1 $51.8 $(231.8) $(235.3)

The composition of net position and the changes in net position over a period of time serves as a useful indicator of the City’s
financial position. The City’s total liabilities at June 30, 2016, exceed assets by $231.8 million and were comprised of
$(286.9) million from governmental activities and $55.1 million from business-type activities. For the fiscal year ending
June 30, 2016 $(335.4) million of the total $(231.8) million in net position is unrestricted.
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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED
JUNE 30, 2016

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

Statement of Net Assets (Continued)

Net investment in capital assets comprises $101.5 and $94.2 million of net assets at June 30, 2016 and 2015, 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 as of June 30, 2016 totaled $2.1 million for debt service.

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

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

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 net
investment in capital assets.

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

Principal Payment on Debt - which will (a) reduce current assets and reduce long-term debt and (b) reduce unrestricted net
position and increase net investment in capital assets.

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

Governmental Activities-Condensed Statements of Net Position

The category of “Current and Other Assets” was $267.5 million at June 30, 2016. This category consisted primarily of
“Receivables-Property Taxes” of $192.1 million, “Net pension asset” of $17.2 million. The “Cash” balance as of June 30,
2016 was $36.2 million attributable to a strong tax collection trend. “Receivables-Intergovernmental was $13.8 million,
“Advanced deposits-hospitalization” was $3.3 million and other receivables accounted for $4.9 million.

“Deferred Outflow of Resources” was $58.6 million at June 30, 2016 and was comprised of $57.3 million in “Pension
liability” and $1.3 million from the deferred charge on refunding and pension liability.

The long-term liabilities outstanding at fiscal year-end were $479.1 million, composed primarily of $78.0 million in general
obligation bonds and leases payable (used to fund various capital projects such as school construction and playground
construction and improvements), $380.1 million in outstanding pension obligations, $11.3 million in compensated absences,
$9.6 million in post-retirement benefit obligations and claims and judgements of $0.1 million.

“Deferred Inflow of Resources” of $217.1 million was comprised of $181.1 million in property tax levied in advance and
$36.0 million in pension liabilities.

Total net position at June 30, 2016 was $(287.0) million and was comprised of unrestricted of $(319.3) and “Net Investment
in Capital Assets” of $32.3 million.
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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED
JUNE 30, 2016

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

Business-Type Activities-Condensed Statements of Net Assets (Continued)

For business-type activities, such as the Sewer Enterprise Fund, “Current and Other Assets” of $23.1 million consisted
primarily of $14.8 million in cash which was available to support the current operations of the Enterprise Funds, “Cash held
m escrow” of $2.2 million, restricted cash of $1.2 million, receivables of $3.7 million and other assets of $1.2 million.

Long-term liabilities of $22.2 million were comprised primarily of $20.5 million of “Long-term liabilities due in more than
one year” which represents the non-current portion of long-term liabilities, primarily general obligation bonds used to finance
the capital operations of the Sewer Plant as well as SRF (state revolving fund) loan from Rhode Island Infrastructure Bank,
$1.6 million of “Net pension liability” and “Net OPEB obligations” of $0.1 million.

Other liabilities of $5.7 million consisted primarily of $1.8 million of “Accounts payable”, and $1.1 million for the “Current
portion of long-term bonds payable”, “Retainage payable” of $0.6 million, “Accrued interest payable” of $0.2 million and
“Unearned revenue” of $2.0 million.

“Deferred Inflows of Resources” of $10.6 million represents $10.4 million for the “Deferred sewer lease arrangement” and
$0.2 million of “Net pension liability”.

The total net position for the Business-type Activities as of June 30, 2016 was $55.1 million. Net investment in capital assets
was the major component of net position for business-type activities and amounted to $69.2 million at June 30, 2016. As
stated above, in the government-wide analysis of the Statement of Net Position $2.1 million was restricted for debt service
and $(16.2) million was designated “Unrestricted”.

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, 2016 and 2015.

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

Governmental Activities Business-Type Activities Total
(As restated) (As restated)
2016 2015 2016 2015 2016 2015
Revenues:
Program revenues:
Charges for Services .......cccververeereenenne $ 402 $ 389 $25.8 $25.5 $66.0 $64.4
Operating grants and contributions....... 82.0 79.8 2.5 2.4 84.5 82.2
Capital grants and contributions............ 0.1 0.2 0.1 0.2
General Revenues:
Property taxes .....coeeveveeeeeceeceenenrenennenne 186.0 184.1 186.0 184.1
Gain on sale of property .........cccoevnnne.
State special funding for pensions........ 10.2 52 10.2 5.7
Investment INnCOME.........ccoreervnrcecunennn. 0.5 0.5 0.5 0.3 1.0 0.8
Transfers.....coeevvceeeenenreceiiecccceene - - - -
O lewossenpemgmsmessmemussenssmonsenssgesssgassss 2.5 3.0 0.1 2.6 3.0
Total revenues..............ccuuueeeunen... 321.5 311.7 28.9 28.2 3504 339.9
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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED
JUNE 30, 2016

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

Statement of Activities (Continued)

Governmental Activities  Business-Type Activities Total
(As restated) (As restated)
2016 2015 2016 2015 2016 2015
Program Expenses:
General government ...........c..ceceeeenenen. $135 $15.8 $135 $15.8
Public safety ......cccoveevvreveencienricireecieenns 77.1 76.4 77.1 76.4
Public Works.....ccccoeniniiiiiie e 15.9 15.5 15.9 15.5
Education........ooceeeeierenieeesieninccienieneene 200.5 175.8 $5.8 $5.7 206.3 181.5
Parks and recreation .......ccccoeeeeviennnnnn. 3.6 351 3.6 3.1
Libraries. ....c.oevovvveevesvecrereesieenicrceeneenens 3:3 3.3 3.3 3.3
Senior ServiCes......oovverererieririnresienenns 2.9 32 2.9 3.2
Community development ..............c...... 1.7 1.4 1.7 1.4
SEWET .. ceverereerieereereeererre e 19.8 - 19.8 19.8 19.8
Interest and other costs ........c.ccovcerneenne. 2.8 3.2 2.8 32,
Total expenses................ccccnveuncn.. 321.3 297.7 25.6 25.5 346.9 3232
Change in net position........................... 0.2 14.0 3.3 e 3.5 16.7
Net assets —July 1I............ccovvneneens., (287.1) (301.1) 51.8 49.1 (235.3) (252.0)
Prior Period Adjustment........................ - - - S - -
Net assets — June 30.................ouuen.... $(286.9) $(287.1) $55.1 $51.8 $(231.8) $(235.3)

The Condensed Statement of Net Activities presents revenues, expenses and changes in net position 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 capital 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 total of other “general
revenues” for the fiscal years ending June 30, 2016 and 2015 were $199.2 million and $192.8 million, as restated,
respectively. Included in these totals were $186.0 and $184.1 million in property taxes, as restated, for the years ended June
30,2016 and 2015.

“Program expenses” are presented in the Condensed Statement of Activities by function and total $321.3 and $297.7 million
(including interest on long-term debt) for the fiscal years June 30, 2016 and 2015, respectively.

“Changes in net position” decreased $13.8 million to $0.2 million from $14.0 million, as restated, for the years ended June

30, 2016 and 2015, respectively. The change resulted primarily from an increase in education expense offset by the state
special funding for pensions and other revenues.
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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED
JUNE 30,2016

Business-Type Activities — Condensed Statement of Activities

Business-Type Activities provided by the City of Cranston consists primarily of the operation of the wastewater facility
commonly known as the Sewer Enterprise Fund. The majority of revenues for this fund consist of charges for services. In
fiscal years 2016 and 2015, the City generated $25.8 and $25.5 million, respectively, in charges for services for all of its
business-type activities.

The total amount of expenses for business-type activities were $25.6 and $25.5 million, for the fiscal years ended June 30,
2016 and 2015, respectively.

The “Change in Net Position” increased $0.6 million to $3.3 million from $2.7 million for the fiscal years ended June 30,
2016 and 2015, respectively. This activity increased the “Business-Type Net Assets” for the fiscal year ended June 30, 2016
to $55.1 million as compared to $51.8 million as restated for the fiscal year ended June 30, 2015.

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 all the Governmental Funds was $26.8 million. Fund balance was comprised of $0.3 million
“Non-spendable” fund balances, $4.4 million “Restricted” fund balances and $1.9 million “Committed” fund balances and
$20.2 million of “Unassigned” 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 $234.9 million include primarily $26.0 million in “Cash”, $189.9 million in “Taxes Receivable”, $7.3 million in
“Intergovernmental Receivables”, “Other Receivables” of $1.8 million, “Prepaid” of $0.2 million, “Advance deposits-
hospitalization” of $0.2 million, “Due from Other Funds” of $9.5 million.

Liabilities of $208.1 million consisted of $6.7 million of “Accounts Payable”, $4.2 million in “Due to Other Funds”, $193.8

million in “Unavailable Revenue”, $0.4 million of “Claims Payable”, $2.9 million of “Accrued Payroll” and $0.1 million of
other miscellaneous liabilities.
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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED

JUNE 30, 2016
Condensed Balance Sheet
As of June 30
(In Millions)
General School Total Major
Fund Department Funds
2016 2015 2016 2015 016 2015
Assets:
Current and other assets............. $223.9 $222.0 $11.0 $7.7 $234.9 $229.7
Total assefts............................. 223.9 222.0 11.0 VEY s 234.9 229.7
Liabilities:
Other liabilities.........c.cocounennnn... 203.2 198.9 4.9 2.6 208.1 201.5
Total liabilifies ...................... 203.2 198.9 4.9 2.6 208.1 201.5
Fund Balance:
Non-spendable.......c..ccooeeveiennne 0.2 0.2 0.1 3.9 0.3 4.1
Restricted.......ccocevvvvvvieeieeeecnee 0.3 0.3 4.1 0.6 4.4 0.9
Committed.......cooovveveericiiianens 21 1.9 0.6 1.9 27
Assigned........covvivcvecienieneennn.
Unassigned ......cccccoeveeervneeneenns 20.2 20.5 - 20.2 20.5
Total fund balance................ $20.7 $23.1 $6.1 $5.1 $26.8 $28.2

General Fund - Condensed Balance Sheet

The General Fund’s total assets of $223.9 million consists primarily of $26.0 million in “Cash”, $189.9 million of “Taxes
Receivable” $7.3 million of “Intergovernmental Receivables”, “Due from Other Funds” of $0.5 million, and “Advanced
Deposits-hospitalization” of $0.2million.

Total liabilities for the General Fund were $203.2 million. “Accounts payable” amounted to $2.5 million, $193.7 million
represented “Unearned Revenue”, $3.5 million in “Due to Other Funds”, $0.5 million in “Claims Payable” and $3.0 million
of accrued liabilities.

As of June 30, 2016 the City’s fund balance was $20.7 million of which $0.2 million was “Non-spendable”, $0.3 million
was “Restricted”, and $20.2 million was “Unassigned”.

School Department - Condensed Balance Sheet

The School Department’s total assets were $11.0 million. The majority of that consisted primarily of $9.0 of “Due from
Other Funds”, “Prepaid” of $0.2 million and “Other” assets of $1.8 million.

Liabilities for the School Department totaled $4.9 million. The majority of that consisted of $4.2 million of “Accounts
Payable” and $0.7 million “Due to Other Funds”.

For the fiscal year ending June 30, 2016, the School Department had a fund balance of $6.1 million. This was comprised of
$0.2 million “Non-spendable”, $4.1 million “Restricted and $1.9 million of “Committed” fund balance.
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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED
JUNE 30, 2016

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

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, 2016 and 2015. 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 Balance Governmental Funds” presents all revenue types followed by the expenditures
of the City. The fund financial statements report current year capital expenditures and do not report depreciation on capital
assets. Likewise, principal payments on long-term liabilities are reported as current year expenditures and are not offset
against the related long-term liability as within the Government-Wide Financial Statements. The major source of revenues
for the City comes from “General Property Taxes”. For the years ending June 30, 2016, and 2015, the City collected $184.8,
and $181.5 million of property taxes, respectively. Total revenues for all major governmental funds for the years ended June
30,2016 and 2015, were $273.7, and $268.7 million, respectively. For the major governmental funds, the total expenditures
for the years ending June 30, 2016, and 2015, were $275.0, and $266.8 million, respectively. For the year ended June 30,
2016, General Fund revenues exceeded expenditures by $89.8 million before other financing sources (uses) as compared to
$91.3 million for the period ending June 30, 2015.

Condensed Statement of Revenues, Expenditures and Changes in Fund Balances

Year Ended June 30
(In Millions)
Total Major
General Fund School Department Governmental
2016 2015 2016 2015 2016 2015
Revenues:
General Revenues:
Property taxes ....oovoeveveeecienienieieceeneienen $184.8 $181.5 $184.8 $181.5
Intergovernmental.............ccovereererrererirnennnes 13.5 159 $51.5 $48.1 65.0 64.0
Charges for Services ..........covereerieciininnennns 13.7 1209 1.0 1.1 14.7 14.0
State fiscal stabilization funds.....................
State on behalf pension contributions.......... 6.9 6.7 6.9 6.7
Investment iNCOME.........eeeevrvreereiieeeciieeeennnen 0.1 0.1 0.1 0.1
OMhER. ottt s o e 1.4 1.5 0.8 0.9 29 2.4
Total revenues.................ccooeeeeeuverevereennnn 2305 211.9 60.2 56.8 273.7 268.7
Expenditures:
Current:
General government ............ccceeeveecvennnnnns 9.2 9.0 9. 9.0
PUBLiC ATCIY w furusravm oremmmsbomemmat oo nms 79.4 76.4 79.4 76.4
Public WOTKS «..ccvvveiereiieeeee et 15.5 15.3 15.5 153
EAUCAtiON.. . cuseorssimumassnsssssosissessasssssanssssasss 151.3 146.2 151.3 146.2
Parks and recreation ..........cccceeeeeeeeveeennnn.. 3.4 3.0 3.4 3.0
Public ibraries........ccooceeeveereevreeecereeneennen. 3.2 3.0 32 3.0
SENIOr SEIVICES....uvvvveiireeereecerereeeereeseenans 2.8 3.0 2.8 3.0
O e 2 e B 2 s A s, st 0.2 0.2 0.2 0.2
Debt Service:
PrNCiPal.cit e susmrmsmssaiimmnesms e 7.0 7.4 7.0 7.4
Interest and other costS ......ccevvvveeeecieeenee. 3.0 33 3.0 33
Total expenditures .................ccocovvenennen. 1257 120.6 151.3 146.2 275.0 266.8
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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED
JUNE 30, 2016

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

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

Total Major
General Fund School Department Governmental
2016 2015 2016 2015 2016 2015
Excess (deficiency) of revenues over
expenditures before other financing
SOUICES (USES) w.vevveererecrenarrrereereenesenrareennens 89.8 91.3 (91.1) (89.4) (1.3) 1.9
Other Financing Sources (Uses):
Issuance of Debt......cccoveeneiiceiciniciiiinec,
Transfers in........cooereeverreeiecrecenceeee e, 0.7 92.1 93.0 92.1 9357
Transfers OUt......cccvcvveeeereeieeeseresieceereenens (92.1) (93.7) (92.1) (93.7)
Net other financing sources (uses)......... (92.1) (93.0) 92.1 93.0 - -
Net change in fund balances.........c.cccceeneeen. 2.3) .7 1.0 3.6 (L.3) 1.9
Fund balance July 1 ..............cocovevuvvennn. 23.1 24.8 Sul 1.5 28.2 26.3
Fund balance June 30....................couuen... $20.8 $23.1 $6.1 $51 $26.9 $28.2

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

The City’s General Fund had revenues of $213.5 million for the fiscal year ended June 30, 2016. This was comprised of
$184.8 million in “General Property Taxes”, $13.5 million of “Intergovernmental” revenues, $13.7 million in “Charges for
Services”, $0.1 million in “Investment Income”, and $1.4 million in “Other” revenue.

Expenditures for the General Fund for fiscal year ended June 30, 2016 were $123.7 million. These expenditures consisted
of $9.2 million in “General Government” expenditures, $79.4 million of “Public Safety” expenditures, $15.5 million of
“Public Works” expenditures, $3.4 million of “Parks and Recreation” expenditures, $3.2 million of “Public Libraries”
expenditures, $2.8 million of “Senior Services” expenditures, $0.2 million of “Other” expenditures, $7.0 million of “Debt
Service Principal” expenditures, and $3.0 million of “Interest and Other Costs”.

In addition to general operating expenses, the General Fund also had “Net Other Financing Uses” of $ 92.1 million. This
was composed of a $(92.1) million of “Transfers Out” to the “School Department” for operations.

The net change in fund balances was $(2.3) million for the fiscal year ended June 30, 2016. This was primarily due to the
settlement of a multi-year police contract along with the cost associated with cleaning up from a microburst storm that
occurred in the summer of 2015.

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, 2016 of $60.2 million. This was derived from $51.5
million of “Intergovernmental” revenues, $1.0 million of “Charges for Services”, $6.9 million of “State on Behalf Pension
Contribution” and $0.8 million of “Other Income”.

Expenditures for the School Department totaled $151.3 million. This entire amount represents expenditures related to
“Education”.
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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED
JUNE 30, 2016

GOVERNMENT-WIDE FINANCIAL ANALYSIS (CONTINUED)

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

In addition to general operating revenues, the School Department received $92.1 million of “Other Financing Sources”. This
amount was comprised of “Transfers In” from the “General Fund” of $92.1 million for operations.

The net change in fund balance was $1.0 million for the fiscal year ended June 30, 2016. This was due primarily to salary
and benefit savings associated with teacher retirements.

Proprietary Funds

The Proprietary Funds consist of the Sewer Fund, the Non-Major Programs and the Internal Service Funds. The major source
of revenues consists of “Charges for Usage and Service” of $46.0 million. Total operating revenues were $49.7 million.
Total operating expenses for the year ending June 30, 2016, for the Proprietary Funds were $49.8 million. The “Health Care
Management” of the school department of $23.9 million, the “Contract Payments™ of $15.8 million for sewer privatization,
“Operation” expense of $5.6 million. “Personnel” cost of $1.9 million, “Claims” of $0.3 million and $2.3 million of
“Depreciation” comprise the majority of the expenses. Net Non-Operating Income for the year ending June 30, 2016 was
$2.4 million. The Proprietary Funds ended fiscal year 2016 with $2.3 million more in revenues than expenses. Total Net
Position was $54.2 million at June 30, 2016, of that “Net Investment in Capital Assets” was $69.2 million, Restricted for
Debt Service of $2.1 million and $(17.1) million was “Unrestricted”. Total Net Position as of June 30, 2016 increased $2.3
million from $51.9 million to $54.2 million or 4.5%.

Analysis of Significant Budget Variations in the General Fund

For the year ended June 30, 2016, the General Fund Revenues were under budget projections by $1.9 million or 0.7%.
General Fund expenditures were under budget by $1.7 million or 0.6%. This resulted in a $0.2 million deficit for the General
Fund for the year ending June 30, 2016.

Significant revenue variances include:
e Departmental Revenues — Favorable variance of $1.0 million due to the gradual upgrade in the economy.

e Intergovernmental — Unfavorable variance of $2.5 million from decrease in the amount budgeted by various
departments for grants versus the amount actually received by departments for grants.

Most of the departments within the City had minimal surpluses/deficits with regard to their expense budgets. The combined
results of these variances were sufficient to offset the shortfalls in revenue with the exception of the costs associated with the
clean-up from the microburst storm that occurred in the summer of 2015 leaving the City with a minimal operating deficit
of $0.2 million.
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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED
JUNE 30, 2016

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, 2016 and
2015 amounted to $180.8 and $166.9 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)
Governmental Business-Type
Activities Activities Total

2016 2015 2016 2015 2016 2015
AN g $14.9 $144 $03 § 03 $152 $147
Construction in progress.............. 5:3 3.0 14.9 10.2 20.2 13.9
Land improvements.........c.c.c...... 26.6 23,5 03 0.3 26.9 23.8
Buildings ...ccccoeevvereeninieenniene 102.0 95.4 102.0 95.4
Motor vehicles.......ccccoeeverncnnnnnnne 20.6 18.1 20.6 18.1
Equipment .......cccocevervecrreennnens 13.8 13.1 0.6 0.6 14.4 13.7
Infrastructure .........cocevceeverecncncene 84.0 83.9 84.0 83.9
Leasehold improvements............. 0.2 0.2 0.2 0.2
SEWERNES! - ovcmesmmmusmmmszams s 5558 50.6 50.3 50.6 50.3
Treatment and pumping plant...... 83.9 83.8 83.9 83.8
Total assets............cccoooeeeccannnnn. 267.2 252:1 150.8 145.7 418.0 397.8
Less: accumulated depreciation (156.7) (152.7) (80.5) (78.2) (237.2) (230.9)
Net capital assets....................... $110.5 $99.4 $ 703 $67.5 $ 180.8 166.
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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED
JUNE 30, 2016

CAPITAL ASSETS AND LONG-TERM LIABILITIES (CONTINUED)
Capital Assets (Continued)

The City’s investment in capital assets for its governmental and business-type activities as of June 30, 2016 were $418.0
million less accumulated depreciation of $237.2 million for a net investment in capital assets of $180.8 million.

Governmental Activities:

Major capital asset additions during the fiscal year ended June 30, 2016 included the following:

$1.0 million in firefighting equipment

$0.2 million in fire station upgrades

$0.8 million in playground upgrades

$3.3 million for road repayment and storm drain repairs
$4.0 million for school renovations

$0.3 million for library upgrades

$0.4 million for open space acquisitions

Business-Type Activities:

Major capital asset additions during the fiscal year ended June 30, 2016 included the following:

e $5.1 million of construction in progress for improvements at the treatment plant
e  $0.3 million in infrastructure renovations

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

Long-Term Liabilities

As of June 30, 2016, the governmental activities had total long-term obligations of $484.0 million. Of that, $380.1 million
was pension related debt, $9.6 million was for post-retirement health benefits and $78.3 million related to bonded debt
guaranteed by the City’s assets. Based on an actuarial valuations completed as of July 1, 2016 for governmental activities,
the net pension obligation liability for unpaid pension contributions increased by $12.6 million from $367.5 million at June
30, 2015 to $380.1 million at June 30, 2016. The net other post-employment benefit obligation (OPEB) liability for
governmental activities increased $1.3 million from $8.3 million at June 30, 2015 to $9.6 million at June 30, 2016. Additional
information can be found in Note IILF.1.

The business-type activities had total long-term obligations of $21.7 million. Ofthat, $21.5 million related to State Revolving
Loans (SRF) from Rhode Island Infrastructure Bank (these funds are available for projects related to clean water), $1.6
million in net pension obligations, $0.1 million in net post-retirement health benefit obligations. Based on an actuarial
valuations completed as of July 1, 2016 for business-type activities, the net pension obligation liability for unpaid pension
contributions increased by $0.1 million from $1.5 million at June 30, 2015 as restated to $1.6 million at June 30, 2016. The
net other post-employment benefit obligation (OPEB) liability for business-type activities remained unchanged at less than
$0.1 million. Additional information can be found in Note IILF.1.

MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED
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JUNE 30, 2016

CAPITAL ASSETS AND LONG-TERM LIABILTIIES (CONTINUED)

Debt Outstanding

For the year ending June 30, 2016, the City had $81.7 million in debt (bonds, notes, etc.) outstanding as compared to $74.2
million at June 30, 2015, a net increase of $7.5 million or 10.1% (considering debt issuances and retirements). The key
factors for this increase was due to the issuance and refunding of $39.6 million of general obligation bonds offset by the
redemptions and principal payments of $31.7 million.

For the year ending June 30, 2016, the Business-Type Activities had $21.7 million in debt (bonds, notes, etc.) outstanding as

compared to $23.2 million at June 30, 2015, a net decrease of $1.5 million or 6.5% (considering debt retirements). The key
factor for this decrease was principal repayments of $1.6 million.

Outstanding Debt, at June 30

(In Millions)
016 201
Governmental:
General 0bligation DOMAS........c.ceeeerirviereeriisreeeereeetesre s st e e s et ebe e s ene e $81.7 $73.8
CAPILAL LEASE ....ecvereenrirrereeeireeieeneersernrneenenseesstsnaessassesassanesssessseaseseseraseeeseaasessenens 0.0 04
SUBDIOLAL ...ttt st st st st 81.7 74.2
Business-type:
SeWer reVOIVINEZ J0ANS ...ecoiiiriieiiiriie et ee et snee e e ssseeeere e s sae s ssnesaaesnnnaeas 21.5 22.8
Certificates of PartiCipation .........cc.cceveeiereereriiinieee sttt ettt 0.0 04
SUDIOLAL ...ttt ettt st e s e 21.5 232
TOUL ..ottt esaa s sses s ss s ss e b s r s e s aaa s ebeseanasessaresasesesasnasarans $103.2 _$974

Principal payments of $29.8 million and $1.6 million were made in the governmental and business-type activities,
respectively, during fiscal year 2016.

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 $211.6 million based on
taxable property as of December 31, 2014, of approximately $7.1 billion. On June 30, 2016, the City had $78.3 million of
debt outstanding that is outside the 3% debt limit.

The City’s bond ratings are as follows:
e Standard & Poor’s : “AA-"
e Fitch Ratings: “AA-"

e  Moody’s Investors Service : “A1”

Economic Factors and Next Year’s Budget and Rates

® As noted previously, the Fiscal Year 2017 operating budget was passed by a majority vote of the City Council.
Property tax collections were assumed to be collected at 98.8% of the current levy.

e  The City budgeted approximately $21.4 million for Police and Fire Pension Fund contributions.
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MANAGEMENT DISCUSSION AND ANALYSIS, CONTINUED
JUNE 30, 2016

Unemployment Statistics

The table below presents the most recent labor market information summary for not seasonally adjusted unemployment rates
for the fiscal years ended June 30%:
Annualized

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

City of Cranston ........ccceeeeueenee 44% 85% 8.8% 10.3% 102% 10.0% 89% 82% 6.6% 55%
State of Rhode Island............... 4.8 6.2 9.8 11.2 11.1 11.0 9.6 8.7 6.6 515
United States........ceceeeeeveveeeenns 4.5 4.9 7.6 9.8 9.3 5.0 7.8 6.8 Sk, 5.0

Source: Rhode Island Department of Labor and Training.

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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EXHIBIT A

(1of2)
CITY OF CRANSTON, RHODE ISLAND
STATEMENT OF NET POSITION
JUNE 30, 2016
GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL
ASSETS
Current assets:
Cash and cash equivalent $ 36,204,895 $ 14,807,360 51,012,255
Receivables:
PrOPEItY AXES. ..ottt et et e saaeaeeae 192,116,370 192,116,370
Sewer assessments and user fees, net... 1,492,839 1,492,839
Intergover 1 13,796,358 2,006,601 15,802,959
TIOANS e s s R e AR S S see Se A ST s SR 3,168,993 3,168,993
Other. 2,094,321 126,958 2,221,279
Prepaids - 24,304 24,304
Advance deposits - hospitalization... 1,571,078 1,571,078
Inventory. 64,910 64,910
Other assets 156,602 156,602
Internal bal (496,570) 496,570 -
TOtAl CUITERE BSSELS. ... eermrecmieeereeeemscceeeceemecemnorecsaracrtoneas e e aa e s e e eeen s 248,612,047 19,019,542 267,631,589
Noncurrent assets:
Advance deposits - hospitalization...........co.oeeiiiiiiirriiuiieiiimienieiaeneaas 1,687,082 1,687,082
Net pension asset........ccceeemneennnnnas S ——————— 17,227,979 216,915 17,444,894
Restricted cash - debt service reserve..... 1,195,219 1,195,219
Held in escrow.. 2,129,729 2,129,729
Other assets...... 480,400 480,400
Total receivables and other assets 18,915,061 4,022,263 22,937,324
Capital assets:
Nondepreciable: 5
Land......oiiiii e 14,920,308 342,712 15,263,020
Construction in progress 5,326,760 14,946,271 20,273,031
Depreciable (net of
Land improvements, 13,576,219 3,111 13,579,330
Buildings and leasehold improvements 57,232,536 15,334 57,247,870
Sewer service to customers 19,029 15,029
Treatment and pumping plant. ... 36,832,734 36,832,734
Vehicles 5,791,201 10,499 5,801,700
Machinery, equipment and fumiture. 1,982,212 108,351 2,090,563
Infrastructure 11,682,814 17,968,721 29,651,535
Total net capital assets 110,512,050 70,246,762 180,758,812
Total noncurrent assets 129,427,111 74,269,025 203,696,136
TOTALASSETS. «.....ccvinouasnessssmonsasensszmsssmmsas senssgsnsasssnsmastsnsssss susasilon assds 378,039,158 93,288,567 471,327,725
DEFERRED QUTFLOWS OF RESQURCES
Deferred charge on refunding..........ccoevvueenuerinrianieeniruieneneeiieiennenns 1,336,633 - 1,336,633
Pension funding, 57,448,461 214,557 57,663,018
58,785,094 214,557 58,999,651
TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES............. 436,824,252 93,503,124 530,327,376

The accompanying notes are an integral part of these financial statements.
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EXHIBIT A

(20f2)
CITY OF CRANSTON, RHODE ISLAND
STATEMENT OF NET POSITION (CONTINUED)
JUNE 30, 2016
GOVERNMENTAL BUSINESS-TYPE
ACTIVITIES ACTIVITIES TOTAL
LIABILITIES
LIABILITIES:
Current liabilities:
A PAYADIC. ... e e e e r e 8,464,759 1,849,306 10,314,065
Accrued liabilities. . 56,655 56,655
Accrued payroll.............. 2,940,766 1,297 2,942,063
Comp d absences.............. 15,000 15,000
Accrued interest payable 1,083,972 189,621 1,273,593
Retainage payabl 121,422 647,008 768,430
Unearned rev 9,060,886 1,941,557 11,002,443
Claims payable 736,450 736,450
Long-term liabilities due within one year. 8,850,205 1,061,732 9,911,937
Total current liabilities 31,315,115 5,705,521 37,020,636
Noncurrent liabilities:
Uneamed TEVENUE. . ....ovuiveieneieeinieneeneeneieeeneaesenseenssennameenennennns 25,397 25,397
Net pension liability. ... 1,611,696 1,611,696
Net OPEB obligation... 93,500 93,500
Long-term liabilities due in more than one year........ccccuceeveureinsaenennn.. 475,226,240 20,463,267 495,689,507
Total noncurrent liabilities.............coooiiiiiiiiiiiiirriicrcce i, 475,226,240 22,193,860 497,420,100
TOTAL LIABILITIES.......cccoiiiiiiiiiainiininicinineriiiaenenenns — 506,541,355 27,899,381 534,440,736
DEFERRED INFLOWS OF RESOURCES
Deferred sewer lease arrangement - 10,384,265 10,384,265
Property tax levied in advance of June 30, 2015 181,042,635 181,042,635
Pension funding 36,186,904 75,738 36,262,642
217,229,539 10,460,003 227,689,542
TOTAL LIABILITIES AND DEFERRED INFLOW OF RESOURCES........... 723,770,894 38,359,384 762,130,278
NET POSITION
Net investment in capital 8SSetS.........uunveeruniiimmeiiiiiiieciiiieaeernneans 32,242,050 69,185,030 101,427,080
Restricted for:
Debt Service 2,129,729 2,129,729
Unrestricted, (319,188,692) (16,171,019) (335,359,711)
TOTAL NET POSITION.....c.uuiiiiiiiiiiiiriiiiiiiiaeeeeiiiae e e e aei e (286,946,642) 55,143,740 (231,802,902)
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND NET POSITION. $ 436,824,252 $ 93,503,124 $ 530,327,376

The notes to the financial statements are an integral part of this statement
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CITY OF CRANSTON, RHODE ISLAND

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2016

EXHIBIT B

NET REVENUES (EXPENSES) AND

PROGRAM REVENUES CHANGES IN NET POSITION
OPERATING CAPITAL
CHARGES FOR GRANTS AND GRANTS AND GOVERNMENTAL BUSINESS-TYPE
FUNCTIONS/PROGRAMS EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS ACTIVITIES ACTIVITIES TOTAL
GOVERNMENTAL ACTIVITIES:
General government i 13,529,838 3 6,900,084 $ 11,997,765 3 5,368,011 $ 3 5,368,011
Public safety. 77,077,346 6,432,342 528,800 $ 112,842 (70,003,362) (70,003,362)
Public works 15,878,037 941,631 72,073 (14,864,333) (14,864,333)
Educati 200,479,946 23,803,519 67,489,278 (109,187,149) (109,187,149)
Parks and recreation 3,595,810 396,967 - (3,198,843) (3,198,843)
Public libraries 3,295,271 99,100 550,778 (2,645,393) (2,645,393)
Senior services.............. 2,904,766 1,612,507 (1,292,259) (1,292,259)
Community development.. 1,724,439 1,344,592 (379,847) (379,847)
Interest expense. ... 2,778,437 (2,778,437) (2.778,437)
TOTAL GOVERNMENTAL ACTIVITIES. .. 321,263,890 40,186,150 81,983,286 112,842 (198,981,612) (198,981.612)
BUSINESS-TYPE ACTIVITIES:
Sewer fund 19,788,661 22,192,444 2,403,783 2,403,783
Non-major funds.... 5,835,392 3,608,947 - 2,483,891 257,446 257,446
TOTAL BUSINESS-TYPE ACTIVITIES..........ccovievrireniiciiiinns 25,624,053 25,801,391 = 2,483,891 - 2,661,229 2,661,229
T B $ 346,887,943 $ 65,987,541 3 81,983,286 $ 2,596,733 (198,981,612) 2,661,229 (196,320,383)
GENERAL REVENUES:
Property taxes, 186,026,404 - 186,026,404
State special funding for pension. 10,167,762 133,040 10,300,802
Other income..............co..n 2,538,972 2,538,972
Investment income. 491,493 488,905 980,398
Transfers in (out) (17,889) 17,889 .
TOTAL GENERAL REVENUES.........ccoooveeiiiieniininn 199,206,742 639,834 199,846,576
CHANGE IN NET POSITION ......ocooviiiiinn i ec i 225,130 3,301,063 3,526,193
NET POSITION - JULY 1, 2015 (AS RESTATED)........... (287,171,772) 51,842,677 (235,329,095)
NET POSITION - JUNE 30, 2016......ccoomnviarnioraiiinnnnnn 3 (286,946,642) $ 55,143,740 3 (231,802,902)

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

(1 of2)
CITY OF CRANSTON, RHODE ISLAND
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2016
OTHER TOTAL
GENERAL SCHOOL GOVERNMENTAL GOVERNMENTAL
FUND DEPARTMENT FUNDS FUNDS
ASSETS:
T (T T o SOmE0s . IO S SO RETS SES—— P $ 26,037,481 $ 854 $ 10,088,283 $ 36,126,618
Receivables:
PrOPErty TAXES, NEL. .. ..o ieeitet et i eie e e ee ettt s ee e e e e e e e e 189,906,697 189,906,697
Intergovernmental. .. ...........ooooviii i 7,269,172 6,527,186 13,796,358
LLOAIS .. oot e e e e 3,168,993 3,168,993
DHEAE .. o i o i s s s s < s s s 1,546 1,837,653 248,870 2,088,069
Prepaids.......ooeme it e 147,689 8,913 156,602
Advance deposits - hospitalization.. - 207,000 207,000
Due from City of CTanSton. . .......cooeiiieiutiin i e 3,475,974 - 3,475,974
Due from other funds. .. .......c.oooiiiii il 476,549 5,537,118 97,806 6,111,473
B O B L ] 1 e ey S e $ 223,898,445 $ 10,999,288 $ 20,140,051 $ 255,037,784
LIABILITIES AND FUND BALANCES:
LIABILITIES:
Accounts payable. .. ... ... e $ 2,500,884 $ 4,177,313 $ 1,780,605 $ 8,458,802
Accrued payroll..... 2,929,864 - 9,846 2,939,710
Accrued liabilities... .. 53,297 3,358 56,655
Retainage payable... ... 121,422 121,422
Due to other funds............... 3,499,273 712,889 2,070,255 6,282,417
Unearned revenue.................. 4,892,570 4,168,316 9,060,886
CIAIMS PAYABIE ot i ommme o000 T S S TSSO A T i F s 413,665 413,665
TOTAL LIABILITIES ... ..ottt eeie e cee et e et e e e ee e ee e 14,289,553 4,890,202 8,153,802 27,333,557
DEFERRED INFLOWS:
Unavailable TEVEIUE. .. ...ttt et e e e e et e e e aen e e 188,862,914 188,862,914
TOTAL LIABILITIES AND DEFERRED INFLOWS..........c..cooooiiciianes 203,152,467 4,890,202 8,153,802 216,196 471
FUND BALANCES:
Nonspendable.........c.ocooiiiiiiii 207,000 147,689 - 354,689
Restricted..... 275374 4,066,877 12,152,507 16,494,758
Committed... 42,892 1,894,520 5,571 1,942,983
Assigned... ... - - -
TINASSIBNCH. worrmmemermmmmsrmres s vorvsrssiis sumsmmreaia s oo 1o o R e e S o Ta o il B 20,220,712 - (171,829) 20,048,883
TOTALFUND BALANCES. ... e 20,745,978 6,109,086 11,986,249 38,841,313
TOTAL LIABILITIES, DEFERRED INFLOWS AND FUND BALANCES 3 223,898.445 $ 10,999,288 $ 20,140,051 $ 255,037,784

The notes to the financial statements are an integral part of this statement
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EXHIBIT C
2 of2)
CITY OF CRANSTON, RHODE ISLAND

RECONCILIATION OF FUND BALANCE
TO NET POSITION OF GOVERNMENTAL ACTIVITIES (CONTINUED)
JUNE 30, 2016

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF NET POSITION (EXHIBIT A) ARE
DIFFERENT FROM THE GOVERNMENTAL FUND BALANCE SHEET. THE DETAILS OF THIS DIFFERENCE ARE AS
FOLLOWS:

TOTAL FUNDBALANCE(EXHIBITIC, PAGE 1).c. oo onueuisins oosiomomsseiss oressismsimrs s s e s ass s §as e (s, 558 o« sfafose e s e foios $ 38,841,313

CAPITAL ASSETS USED IN GOVERNMENTAL ACTIVITIES ARE NOT FINANCIAL RESOURCES
AND, THEREFORE, ARE NOT REPORTED IN THE FUNDS:

267,231,135
(156,719,085)

Total capital assets.......
AccumUlated epTECIAtION. ...acare -t ot ce ot cennaoonn oesenone vos es one s amas b mmerms e SR La e retnsres 814 - et et s s

OTHER LONG-TERM ASSETS ARE NOT AVAILABLE TO PAY FOR CURRENT PERIOD
EXPENDITURES AND, THEREFORE, ARE DEFERRED IN THE FUNDS:

Net pension asset.......... 17,227.979
Property tax, interest and hen accrual (net) — 2,209,673
Unearned tax revenues (net of an allowance for uncollectlble) are recorded in the funds

but are not deferred under the measurement focus employed in the Statement of Net Position... ... 7,820,279
Deferred charge on refunding... 1,336,633
Deferred outflows of net pension hablhty 57,448,461

INTERNAL SERVICE FUND 1S USED BY MANAGEMENT TO CHARGE THE COST OF
SELF-INSURANCE TO INDIVIDUAL DEPARTMENTS:

The assets and liabilities of the internal service fund are included in governmental activities in the
(I SN0 MATEL 0703 L T0) 1 W o coins o o pao o e o 000 0on son S TR S D oot O Fos o o ot R o e reeooTs e (908,506)

SOME LIABILITIES, INCLUDING BONDS PAYABLE, ARE NOT DUE AND PAYABLE IN THE
CURRENT PERIOD AND, THEREFORE, ARE NOT REPORTED IN THE FUNDS:

‘Bondsjand nolesipayableiare. saeamesrse s rms st osmsis s mmseem s S EE: eSSk o een T - S e R o Y S A S et SR (81,721,770)
CompensaleVARE NS, ueeerrsserrsamssin s e EaE s ek eioer=s 595 T TR e e T e SRt 1o s oA T o e e (12,524,689)
Deferred salary... ... .....o.ooiocii i (123,621)
Net pension Hability... ... (380,003,165)
Net OPEB obligation... (9,603,201)
Claims and judgements....... (100,000)
Deferred inflows of net pension hablhty (36,186,904)
Glaimsjpayablel e frrermr e T e ARSIk ek T RIS S+ Rk A A PR I (87,202)
Acerued TteTeStPayable. - i r- mmemsmarsasss gt S mm s sEssle s e slessissaiassles o3 JAasIs Tl oie St AT oA o SR e ST SR RIS RRIe s et (1,083,972)

NET POSITION OF GOVERNMENTAL ACTIVITIES .. ... oot ettt it ee e tes vt an em see tassee ee et vas bee ses san sae ses see ons ons aunmoe sas 3 (286,946,642)

The notes to the financial statements are an integral part of this statement
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CITY OF CRANSTON, RHODE ISLAND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2016

EXHIBIT D

OTHER TOTAL
GENERAL SCHOOL GOVERNMENTAL GOVERNMENTAL
FUND DEPARTMENT FUNDS FUNDS
REVENUES:
General PrOPErty tAXES. .. oe . tietieiii it eenieieneeeie et een e e canae $ 184,814,710 $ 184,814,710
Intergovernmental - 13,525,262 $ 51,540,802 $ 11,175,241 76,241,305
Charges fOr SETVICES. ... ..ot it een ettt veeeaaeeeemaaeeeea e aenans 13,649,647 969,752 1,877,384 16,496,783
INVESIMENT INCOIME. .. ... ..uee e eeeeie i ee et e eneeneeeene e eaaaaes 120,578 370,877 491,455
State on-behalf pension contributions . 6,859,907 6,859,907
O T prerrr TR IR 33 P e e T e e e < G 1,408,351 824,941 214,788 2,448,080
TOTALREVENUES ..ottt cieeaenie e eaeer e vmeaeeaaa e 213,518,548 60,195,402 13,638,290 287,352,240
EXPENDITURES:
Current:
General government. 9,191,832 740,756 9,932,588
Public safety............ 79,353,384 1,545,848 80,899,232
PUBHC WOTKS. .. ..o ettt et ettt ee et 15,555,096 15,555,096
/a1 i) S S————————— S ————. AR 151,334,752 9,163,282 160,498,034
Parks and recreation. .. 3,484,198 2,606 3,486,804
Public lIbraries. .. .....oeevreu i e 3,171,735 102,263 3,273,998
SIIOT SEIVICES. .. .. veineeieesieeemnein e nee e eeeeneaneae e aeeae e e nennnnes 2,786,823 121,222 2,908,045
1,724,439 1,724,439
184,049 184,049
Debt Service:
BRNCIPal s g mmmmermraemmsermersser e e e g s 7,020,000 7,020,000
Interest and other costs. ................. 2,951,895 493 478 3,445,373
Capital Qutlay:
Capital expenditures. ... .......c.ooeeiiniin e e 12,091,531 12,091,531
TOTAL EXPENDITURES.......coitiiiriieieieieeieeeneeeeeiecnananaons 123,699,012 151,334,752 25,985,425 301,019,189
EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES. .. 89,819,536 (91,139,350) (12,347,135) (13,666,949)
OTHER FINANCING SOURCES (USES):
Issuance of debt 37,035,000 37,035,000
Bond premium 2,573,150 2,573,150
Repayment of debt to escrow agent (23,862,607) (23,862,607)
TIanSTErS AN, ... et e - 91,682,652 - 91,682,652
Transfers out for middle school sports... (426,723) 426,723 -
Transfers Out..........ceueieneveneniennaennns (91,700,541) - (91,700,541)
NET OTHER FINANCING SOURCES (USES).........cccociiiiaa. (92,127,264) 92,109,375 15,745,543 15,727,654
NET CHANGE IN FUND BALANCES........ccooviiiiiiiiiiiiaiiacaaane (2,307,728) 970,025 3,398,408 2,060,705
FUND BALANCES - JULY 1,2015. .. .o 23,053,706 5,139,061 8,587,841 36,780,608
FUND BALANCES - JUNE 30, 2016........ouiiiiiiie e $ 20,745,978 $ 6,109,086 $ 11,986,249 $ 38,841,313

The notes to the financial statements are an integral part of this statement
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EXHIBIT E
(1of2)

CITY OF CRANSTON. RHODE ISLAND

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, 2016

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE STATEMENT OF ACTIVITIES

(EXHIBIT B) ARE DUE TO:
$ 2,060,705

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS (EXHIBIT D)......

Govemmental funds report capital ouilays as expenditures. However, in the Statement of Activities the cost
of those assets is allocated over their estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current pedod:
EapHalOTIAY:. e e T T R e M S T s DTS  §S S  T D 16,574,630

Depreciation eXPeIISe. .. ... vu e rer e eeeannceemnemerann cee e ee e eetn e an e sasas

TOTal e s s S s < AT o e A S S S R s e S eSS e e 11,083,827
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:
Change in d tax that are ded in the fimds, but are not deferred under the measurement focus
employed (210,661)
Increase in property tax interest and lien revenue.. 417,271
TOMAI eeseremorroarats s STmgesorewovomameissopreiosss S e i PR S S P S TS Sl e el Sl s e 206,610
The issuance of long-term debt (e.g., bonds, leases) provides current fi ial 10 govH | funds,
while the repayment of the principal of long-term debt the current fi ial of 1
funds. Neither transaction, however, has any effect on net assets. Also, govemnmental funds report the effect
of 1 costs, premj di 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 €apHal JEASE. .. ... ... oe. e oot e e et s e e e e e n s s s e oo e oo e ne e e seeseeaee e rs e e nnene (37,035,000)
Principal repayments:
B IC T B1CS 010 WAS LI e oo R e PO oo A e S S B e Tl Sl e s S s s v oS s S 23,170,000
General obligation bonds. 6,655,000
365,000

Capital lease.

(6,845,000)

L e Com s e T o o B o B D 0 DB Co0Eee 020 0C0gEa 00 DE0 000000

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

(2of2)
CITY OF CRANSTON, RHODE ISLAND
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES (CONTINUED)
FOR THE YEAR ENDED JUNE 30, 2016
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 absences and deferred salary. = (3,178)
Net pension asset.... (9,625,606)
Net pension liability. R— (12,533,791)
Net OPEB obligation.......... (1,267,272)
Changes in deferred inflows.. (1,582,312)
Changes in deferred outflows................... 20,942,618
Amortization of deferred charge on refunding. (265,908)
Bond premium incurred.... (2,573,151)
Bond premium amortized 1,879,729
Accrued interest payable. (254,278)
| e T e S I B B e, (5,283,149)
The net revenue of the activities of the Internal Service Fund is reported with governmental activities... ..................ooiiiiiiiiis (997,863)
CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES (EXHIBIT B) s 225,130

The notes to the financial statements are an integral part of this statement
36



EXHIBIT F

CITY OF CRANSTON, RHODE ISLAND
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
JUNE 30, 2016
BUSINESS-TYPE ACTIVITIES GOVERNMENTAL
ENTERPRISE FUNDS ACTIVITIES
MAJOR FUND
NONMAJOR INTERNAL SERVICE
SEWER PROGRAMS TOTALS FUND
ASSETS
Current Assets:
Cash and cash equival s 14,073,001 s 734,359 § 14,807.360 N 78,277
Prepaid 24,304 24,304 -
Inventory. 64,910 64,910
Receivables:
Sewer assessments and user fees, net. 1,492,839 1,492,839
Other. - 126,958 126,958 6,252
Due from other funds. {125,805) 622375 496,570 -
Capital lease. -
Interg 1,820,393 186,208 2,006,601
Claims deposit: - 1.364.078
Total Current Assets 17.260.428 1.759.114 19.019.542 1.448 607
Noncurrent Assets:
Capital lease receivabl; -
Advance deposits ~ medical - 1,687,082
Loan origination fees, net of current portion 5 &
Restricted cash - debt service reserve. 1,195,219 1,195,219
Held in escrow. 2,129,729 2:129,729
Net pension asset 216915 216,915
Other assets 479.900 500 480.400
Subtotal N Assets 3,804,848 217415 4,022,263 1,687,082
Capital Assets:
Capital assets, net of lated depreciati 70.123.793 122.969 70.246.762 -
Total Noncurrent Assets................ 73.928.641 340,384 74.269.025 1.687.082
TOTAL ASSETS 91,189.06% 2.099.498 93.288.567 3.135.689
DEFERRED OUTFLOW OF RESOURCES
Pension liability. 214.557 214.557
TOTAL ASSETS AND DEFERRED OQUTFLOW OF RESOURCES.............. 91.185.069 2.314.055 93.503.124 3.135.689
LIABILITIES
Current Liabilities:
A payable. 1,507,328 341,978 1,849,306 5,957
Accrued payroll 1.297 1,297 1,056
Ce d ab 5
Retainage payable. 647,008 - 647,008
Ci d ab 15,000 15,000
Accrued interest 189,621 189,621
Due to other funds - - 3,801,600
Claims payable. - 235,582
Uneamed revenue. 1,920,000 21,557 1,941,557
Long-term liabilities due within one year. 1.061.732 1,061,732
Total Current Liabilities 5.326.986 378.535 5.705.521 4.044.195
Noncurrent Liabilities:
Ce d ab net of current portion. 25397 25397
Net OPEB obligati 93,500 93,500
Net pension liability. 1,611,696 1,611,696
Long-term liabilities due in more than one year. 20.463.267 20.463.267
Total Ne Liabilities. 20,463,267 1.730.593 22.193.860 -
TOTAL LIABILITIES 25.790.253 2.109.128 27.899.381 4.044.195
DEFERRED INFLOWS OF RESOURCES
Pension liability. 75,738 75,738
Deferred sewer lease 10.384.265 10.384.265
10,384,265 75,738 10,460,003 3
TOTAL LIABILITIES AND DEFERRED INFLOW OF RESOURCES............ 36.174.518 2.184.866 38.359.384 4.044.195
NET POSITION
Net I in capital assets 69,062,061 122,969 69,185,030
Restricted:
Debt service 2,129.729 - 2,129,729
U icted (deficit). (16.177.239) 6.220 (16.171.019) (908.506)
TOTAL NET POSITION. 55.014,551 129.189 55.143.740 {508.506)
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESCURCES AND NET POSITION. §  91.189.069 M 2.314.055 $ 93.503.124 by 3.135.689

The notes 1o the financial statements are an integral part of this statement
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CITY OF CRANSTON, RHODE ISLAND

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

EXHIBIT G

BUSINESS-TYPE ACTIVITIES GOVERNMENTAL
ENTERPRISE FUNDS ACTIVITIES
MAJOR FUND
NONMAJOR INTERNAL SERVICE
SEWER PROGRAMS TOTALS FUND
OPERATING REVENUES:
Charges for usage and SErviCe... ... ... ... oo it iotoiscee et et e e eee ee e $ 21,400,864 $ 913,020 $ 22,313,884 $ 23,689,367
Tuition... R - 2,630,109 2,630,109
On-behalfpcnsu)ncontrlbutlon 133,040 133,040
Mlscellaneous 791,580 65,818 857,398 90,892
TOTAL OPERATING REVENUES. .. ... ...t ioi i iie et it e cee e cee e 22,192, 444 3,741,987 25,934,431 23,780,259
OPERATING EXPENSES:
()DL £ (0] 11 RN (- S S S iy s 1,012,129 3,989,691 5,001,820 532,325
Personnel... ... 103,978 1,775,780 1,879,758 94,804
Claims... ... - 286,775
Contract payments... ....... 15,830,187 15,830,187
Health care management = 17,146 17,146 23,864,256
Deprematlon 2,266,324 49,125 2,315,449
TOTAL OPERATING EXPENSES... ... oot ies oot e e it et e e eae i enes 19,212,618 5,831,742 25,044,360 24,778,160
OPERATING INCOME. .. ... ..ot it it e it e et e et s eee cee e eee e an e e 2,979,826 (2,089,755) 890,071 (997,901)
NONOPERATING REVENUES (EXPENSES)
Interest expense... e = . (576,043) (3,650) (579,693)
Investmentlncome 488,873 32 488,905 38
Grant income 2,483,891 2,483,891
Amortization. .. - -
TOTAL NONOPERAT]NG REVENUES (EXPENSES): (87,170) 2,480,273 2,393,103 38
BB T (5 o ) o VO 17,889 17.889
NET NONOPERATING REVENUES (EXPENSES)... ... cco e vee it eee e (87,170) 2,498,162 2,410,992 38
CHANGE IN NET POSITION. .. ... ottt it ees e i e e eee eee ee cee ot e aee eee e 2,892,656 408,407 3,301,063 (997.,863)
NET POSITION - JULY 1,2015... .ot itcee tee e e cee e e e e eee e aee s 52,121,895 (279,218) 51,842,677 89,357
NET POSITION - JUNE 30, 2016... ... oot e e eee e e e e e e $ 55,014,551 3 129,189 $ 55,143,740 $ (908,506)

The notes to the financial statements are an integral part of this statement
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CITY OF CRANSTON, RHODE ISLAND

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

EXHIBIT H

GOVERNMENTAL
ENTERPRISE FUNDS ACTIVITIES
MATJOR FUND
NONMATOR INTERNAL SERVICE
SEWER PROGRAMS TOTALS FUND
CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from customers. $ 27,923,416 $ 3,517,249 $ 31,440,665 s 24,137,626

Cash received from other sources.. - -

Cash received from providing services. -

Cash paid to suppliers..................... (15,830,187) (826,120) (16,656,307)

Cash paid 1o employees.. (103,303) (1,694,914) (1,798,217) (94,276)

Cash paid for claims. ... - (23,422,796)

Cash paid for other operating expenses. .. (2,261,850) (3,205,403) (5,467,253) {531,500)
NET CASH PROVIDED BY OPERATING

ACTIVITIES ..o oo oo 9,728,076 (2,209,188) 7,518,888 89,054
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

Non-operating Srant ... .........ooeimomiimniioeeaeciiaeieeans 20,100 2,483,891 2,503,991

Advances from interfund loans. ... 133,076 114,593 247,669 (74,304)
NET CASH PROVIDED BY (USED IN) NONCAPITAL

FINANCING ACTIVITIES . ...ocoiiiiiiiiiiiiiiiiiiiiiici e 153,176 2,598,484 2,751,660 (74,304)
CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES:

Acquisition of capital assets. (5,054,954) (38,180) (5,093,134)

Collection of capital lease payment . 365,000 365,000

Transferin................ 17,889 17,889

Principal paid on bonds. o (1,293,364) (365,000) (1,658,364)

Interest paid onbonds............... (581,477) (5,475) (586,952)
NET CASH USED IN CAPITAL AND RELATED

FINANCING ACTIVITIES.._.....ooiiiiiiiiiiiii e (6,929,795) (25,766) (6,955,561) -
CASH FLOWS FROM INVESTING ACTIVITIES:

Income from InVESINENtS. .. ...vonvrmee e ciniieaeeeeen e eecaaaans 488,873 488,873 38
NET CASH PROVIDED BY INVESTING ACTIVITIES.... 488,873 - 488,873 38
NETINCREASEIN CASH ....coooviiimimiiiiiiiimicccaece e 3,440,330 363,530 3,803,860 14,788
CASH - JULY 1, 2015 (INCLUDING RESTRICTED CASH).......... 11,827,889 370,829 12,198,718 63,489
CASH - JUNE 30, 2016 (INCLUDING RESTRICTED CASH)........ S 15268220 $ 734,359 $ 16,002,579 $ 78,277
RECONCILIATION OF OPERATING INCOME TO NET

CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES:

Operating income by 2,979,826 s (2,089,755) $ 890,071 $ (997,901)
Adjustments to reconcile operating income to net cash
provided by (used in) operating activities:
Depreciation 2,266,324 49,125 2,315,449
Decrease in net pension asset.. 104,313 104,313
Increase in deferred outflows related to pension plans (227,448) (227,448)
Decrease in deferred inflows related to pension plans (56,419) (56,419)
(Increase) decrease in accounts receivable.......................... (88,120) (90,204) (178,324) 357,367
Increase in claims deposit. - 2,772,524
Increase in inventory. (29,644) (29,644)
(Increase) decrease in intergover | receivabl 7,476,741 (32,170) 7,444,571
Increase (decrease) in accounts payable. (1,249,721) 55,303 (1,194,418) 825
Increase (decrease) in accrued payroll 675 675 528
Increase in compensated absences.... (3,623) (3,623)
Increase (d ) in prepaid 262,351 262,351 -
Decrease in OPEB......... 17,146 17,146
Decrease in claims payable - (2,044,289)
Decrease in unearned revenue.. (1,920,000) 15,567 (1,904,433)
Increase in net pension lability... 78,622 78,622 -
NET CASH PROVIDED BY OPERATING ACTIVITIES.............. $ 9728076 $ (2,209,187) $ 7,518,889 $ 89,054

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

Fiduciary funds are used 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.

Postemplovment 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 properly 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 accounts for deposits received by the City to ensure certain work is completed by various
developers. Once the work has been completed to the satisfaction of the Planning Department, the refunds are returned to the

developers.

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



EXHIBIT1

CITY OF CRANSTON, RHODE ISLAND
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
JUNE 30,2016
CITY SCHOOL
PENSION OPEB OPEB PRIVATE
TRUST TRUST TRUST PURPOSE AGENCY
FUND FUND FUND TRUST FUND FUNDS
ASSETS:
Cash and cash equivalents......... ..o $  4.350,256 $ 4046812 $ - $ 112,248 $ 1,011,419
Investments:
Real Estate Investment Trust... ... ... .coveeie e ieeieeee v eeean 500,104 41,430
CommOn StOCK... ... et it oo e e e e e e e e e e aae 5,944,886
Pooled Equity Index Funds... ... 274,475
Pooled Fixed Income Index Funds... 201,972
Intemational Equity Mutual Funds... g 7,438,979
U.S. Equity Mutual Funds... ... ... .occooieeiinii it e e e 26,379,366
Fixed Income Mutual Funds... ......................oooiiiiioi. 18,103,784
Total Investments. .. ............ooioisiie oo en i aee e e 58,367,119 - 517,877
Accounts receivable... ... oouii it i e 39,076 977,700
TOTALASSETS... .cionuiwosmssisseriontsssiss s s ot os i amsaiessdesse 5 62,756,451 5,024,512 517,877 112,248 1,011,419
LIABILITIES:
Accounts payable... ... ... 40,196 - 500,000
Deposits held in custody for others.............c.ocoocoiiiii . 1,011,419
TOTAL LIABILITIES. .. ... .coii vt et et ettt e e e e 40,196 - 500,000 - 1,011,419
NET POSITION HELD IN TRUST FOR PENSION AND
OPEB BENEFITS AND OTHER PURPOSES.........ccooee e .ee. $ 62,716,255 $ 5,024,512 3 17,877 $ 112,248 $ -

The notes to the financial statements are an integral part of this statement
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EXHIBIT J
CITY OF CRANSTON, RHODE ISLAND

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2016

CITY SCHOOL
PENSION OPEB OPEB PRIVATE
TRUST TRUST TRUST PURPOSE
FUND FUND FUND TRUST FUND

ADDITIONS:
Contributions:

Employer contributions...............coooveviiiiiiiiiinenn. $ 21,316,456 $ 4,748,610

Plan member contributions............oooviiievei i 257,734 353,111 $ 3,617

O Tt e Yot A T TR T T T s e Ve o A 52,275 1,324
Total contribUtioNS. .. ...ocevueeieiiiieiieiie e iereeenes 21,626,465 5,103,045 3,617
Investment income (loss):

Interestiand «diVIdeIdSEL: o $actifurm & Sobitrbed & s 1,247,284 10,426 $ 18,498 107

Net (depreciation) in the fair value of investments........ (2,872,521)
Total investment income (10SS)....ovieeiiiiiiiiiiiaennn.. (1,625,237) 10,426 18,498 107
FEOB-Y N D)D) N (010 [ ———————————————— 20,001,228 5,113,471 18,498 3,724
DEDUCTIONS:

BN IS, .o cvieeii et e e e e 24,105,635 4,104,793 7,872

Administrative eXpenses. .. ....vveieeveiiriie i 598,631 19,862 621
TOTAL DEDUCTIONIS: tasisss s siaisersms o spansmibbrmmuiasiegss 24,704,266 4,124,655 621 7,872
CHANGE INNET POSITION........coccoviiviiianeeinannns (4,703,038) 988,816 17,877 (4,148)
NET POSITION = JULY 1, 20086 s denisis smasb il mises 67,419,294 4,035,696 - 116,396
NET POSITION-JUNE 30, 2016......ceevvveiiieininennnn. $ 62,716,256 $ 5,024,512 $ 17,877 $ 112,248

The notes to the financial statements are an integral part of this statement
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CITY OF CRANSTON, RHODE ISLAND

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2016

EXHIBIT K

HISTORY AND ORGANIZATION

The City of Cranston, Rhode Island (the City) was incorporated in 1910 and covers an area of nearly 30 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.

1. 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 Units:

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 a non-major
program of the proprietary funds.

Recently Issued Accounting Standards

During the fiscal year ended June 30, 2016 the City implemented the following new accounting pronouncements:

e GASB Statement No. 72 — Fair Value Measurement and Application, effective fiscal year ending June 30,
2016. The impact of this statement has been presented in the notes to the financial statements.

e GASB Statement No. 73 — Accounting and Financial Reporting for Pensions and Related Assets that are not
within the scope of GASB Statement No. 68. And amendments for certain provisions of GASB Statements
No. 67 and No. 68, effective for the Authority’s fiscal year ending June 30, 2016. There has been no effect on
these financial statements due to the adoption of this statement.

e GASB Statement No. 76 — The Hierarchy of Generally Accepted Accounting Principles for State and Local
Governments, effective for fiscal year ending June 30, 2016. There has been no effect on these financial
statements due to the adoption of this statement.

e GASB Statement No. 78 — Pension provided through certain Multiple-Employer Defined Benefit Pension
Plans for the fiscal year ending June 30, 2016. There has been no effect on these financial statements due to

the adoption of this statement.

o  GASB Statement No. 79 — Certain External Investment Pools and Pool Participants for the fiscal year ending
June 30, 2016. There has been no effect on these financial statements due to the adoption of this statement.
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CITY OF CRANSTON, RHODE ISLAND
EXHIBIT K
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2016

I  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B.

Recently Issued Accounting Standards (Continued)

The following are recently issued governmental accounting standards which will be applicable in future years:

e GASB Statement No. 74 — Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans,
effective for the fiscal year ending June 30, 2017.

e GASB Statement No. 75 — Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions, effective for fiscal year ending June 30, 2018.

e GASB Statement No. 77 — Tax Abatement Disclosures, effective for the fiscal year ending June 30, 2017.

e GASB Statement No. 80 — Blending requirements for certain component units for the fiscal year ending June
30, 2017.

e  GASB Statement No. 81 — Irrevocable split-interest agreements for the fiscal year ending June 30, 2018.
e  GASB Statement No. 82 — Pension issues for the fiscal year ending June 30, 2017.

e  GASB Statement No. 83 — Certain Asset Retirement Obligations for the fiscal year ending June 30, 2019.
The impact of these pronouncements on the City’s financial statements has not been determined.

Government-wide and Fund Financial Statements

The Government-wide financial statements (i.e., the statement of net position and the statement of activities) report
information on all of the non-fiduciary activities of the City. 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.
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CITY OF CRANSTON, RHODE ISLAND

EXHIBIT K
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2016

I  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The Government-wide financial statements are reported using the economic resources measurement focus 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 of 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 current financial resources measurement focus 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 have been recognized as
revenues of the current fiscal period. All other revenue items are considered to be measurable and available only when
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 fund consists of state aid, City appropriation and Medicaid
revenues.

The City reports the following major proprietary funds:

The Sewer Department Fund accounts for the activities of the City’s sewer operations.

Additionally, the City reports the following fund types:

Special Revenue Funds account for and report the proceeds of revenue sources (other than major capital
projects) that are restricted or committed 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.

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

EXHIBIT K
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2016

L  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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

The OPEB 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 as a custodian on behalf of students, amounts held for unclaimed
estates in probate court and amounts held for performance bonds.

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 gemeral 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.

E. Assets, Liabilities, Deferred Qutflows/Inflows of Resources, and Net Position/Fund Balance

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.
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CITY OF CRANSTON, RHODE ISLAND

EXHIBIT K
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2016

L

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E.

Assets, Liabilities, Deferred Qutflows/Inflows of Resources, and Net Position/Fund Balance (Continued)

1. Deposits and Investments (Continued)

The City's pension funds are invested in accordance with the Plan’s 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.

Receivables and Payables

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.”

Property Taxes and Other Receivables

In the Government-wide financial statements, all trade, property tax, and sewer use amounts are shown net of an
allowance for uncollectibles. Allowance percentages range from 10 to 100% of outstanding receivable balances
at June 30, 2016, and are calculated based 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 inflows, 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.

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 than 4.0% over those of
the preceding year. Overdue taxes are assessed penalties and will be collected through the sale of tax titles if
required.

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.
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CITY OF CRANSTON, RHODF ISTLAND

EXHIBIT K
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2016

L  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Assets, Liabilities, Deferred Outflows/Inflows of Resources, and Net Position/Fund Balance (Continued)

4.

Restricted Assets

The restricted assets for the City are restricted for debt reserve requirements, building improvements and minor
maintenance costs associated with the City of Cranston, Rhode Island.

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 $5,000 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 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.

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
Vehicles 5
Machinery and equipment 3-20
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.
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CITY OF CRANSTON, RHODE ISLAND

EXHIBIT K
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2016

L SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E.  Assets, Liabilities, Deferred Qutflows/Inflows of Resources, and Net Position/Fund Balance (Continued)

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 position. 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. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for deferred outflows
of resources. This separate section represents a consumption of net position that applies to a future period and so
will not be recognized as an outflow of resources (expense/expenditure) until that later date. At June 30, 2016 the
City of Cranston, Rhode Island had two items that qualified as deferred outflows of resources; fiscal year 2016
employer contributions for six pension plans and deferred charge on refunding reported in the Government-wide
statement of net position. The fiscal year 2016 employer contributions totaling $57,663,018. The deferred
charge on the refunding totaling $1,336,633 is the unamortized balance of the difference between the carrying
value of the refunded debt and the new debt.

In addition to liabilities, the statement of net position will sometimes report a separate section for deferred inflows
of resources. This separate section represents the acquisition of net position that applies to a future period and
therefore will not be recognized as an inflow of resources (revenue) until a later date. At June 30, 2016 the City
of Cranston, Rhode Island had three items that qualify as deferred inflows of resources. The unearned tax
revenue represents property taxes receivables which are assessed on December 31, 2014 and prior and are not
collected within 60 days of June 30, 2016. Net unearned tax revenue included in the fund financial statements
were $181,042,635 at June 30, 2016. The other deferred inflow consists of a deferred sewer lease arrangement
and the amount deferred as of June 30, 2016 was $10,384,265. In addition, pension funding amounts totaling
$36,262,642 were reported as of June 30, 2016. These amounts are deferred and will be recognized inflows of
resources in the years in which the amounts become available.

48



CITY OF CRANSTON, RHODE ISLAND
EXHIBIT K
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2016

L

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E.

Assets, Liabilities, Deferred Qutflows/Inflows of Resources, and Net Position/Fund Balance (Continued)

9.  Fund Balance and Net Position

Net Position

Net position is classified in the following categories in the Government-wide and proprietary fund financial
statements:

(a) Net investment in capital assets — consists of all capital assets including restricted capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes, or other
borrowings that are attributable by the acquisition, construction, or improvement of those assets.

Restricted net position — consists of net position with constraints placed on the use either by (1) external
P p P y
groups such as creditors, grantors, contributions, or laws, or regulations of other governments, or (2) imposed
by law through constitutional provisions or enabling legislation.

(¢) Unrestricted net position — all other net position that do not meet the definition of “restricted” or “net
investment in capital assets.”

Fund Balance
In the governmental fund financial statements, the City reported the following governmental fund balances:

(a) Nonspendable Fund Balance - includes amounts that cannot be spent because they are either (a) not in
spendable form or (b) legally or contractually required to be maintained intact.

(b) Restricted Fund Balance — includes amounts that are restricted to specific purposes. Fund balance is
reported as restricted when constraints placed in the use of resources are either externally imposed by
creditors, grantors, contributors, or laws or regulations of other governments, or imposed by law through
constitutional provisions or enabling legislation.

(¢) Committed Fund Balance — includes amounts that can be used only for the specific purposes pursuant to
constraints imposed by formal action of the government’s highest level of decision-making authority. Those
committed amounts cannot be used for any other purpose unless the government removes or changes the
specified use by taking the same type of action it employed to previously commit those amounts. The
highest level of decision-making authority for the City of Cranston is the City Council which can commit
fund balance through the adoption of resolutions. Similar action must be taken to remove or revise
commitments.
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L

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

E. Assets, Liabilities, Deferred Qutflows/Inflows of Resources, and Net Position/Fund Balance (Continued)

9.

Fund Balance and Net Position (Continued)

Fund Balance (Continued)

Assigned Fund Balance — includes amounts that are constrained by the government’s intent to be used for specific
purposes, but are neither restricted nor committed. The intent should be expressed by (a) the governing body
itself or (b) a body (a budget or finance committee) or official to which the governing body has delegated the
authority to assign amounts to be used for specific purposes.

(d) Unassigned Fund Balance — is the residual classification for the General Fund. This classification represents
fund balance that has not been assigned to other funds and that has not been restricted, committed, or
assigned to specific purposes within the General Fund, and any residual deficit balance of any other
governmental funds.

Stabilization Arrangements

(@)

(®)

Budget Stabilization Fund — this fund shall be created, into which the City shall transfer such funds as
are available to provide for capital expenditures and other one-time expenditures. The fund was
established by a City ordinance. Any such transfer shall not create an operating deficit in the General
Fund. Any expenditure from or transfer to this fund must first be approved by the City Council. As of
June 30, 2016, the remaining fund balance included in this fund was $39,268 and is reported in the
totals of the City’s general fund on the governmental funds balance sheet within the committed fund
balance.

Healthcare Budget Stabilization Fund — this fund shall be created, into which the excess of
departmental health care expenses over actual health care claims and related expenses shall be
transferred. The fund was established by a City ordinance. Any additions are considered to be
approved by the original City ordinance. Any such transfer shall not create an operating deficit in the
General Fund. In the event that health care claims and related expenses exceed the budgeted
appropriation, then funds may be transferred from the health care budget stabilization fund to cover the
deficit. Any expenditure or transfer from this fund must first be approved by the City Council. As of
June 30, 2016, the remaining fund balance included in this fund was $3,624 and is reported in the totals
of the City’s General Fund on the governmental funds balance sheet within the committed fund balance.

10. 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. Actual results could differ from those estimates.
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CITY OF CRANSTON, RHODE ISLAND

EXHIBIT K
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2016
II. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
A. Capital Projects Authorizations
The following is a summary of projects recorded in the Capital Projects Fund at June 30, 2016:
CURRENT
PROJECT YEAR CUMULATIVE BALANCE
PROJECT NAME AUTHORIZATION EXPENDITURES EXPENDITURES JUNE 30, 2016
GOVERNMENTAL FUNDS:
School bond fund $ 24,828,772 % 4,907,836 $ 22,658291 $ 2,170,481
Police and fire bond fund $ 11,627,166 $ 1,275,989 $ 10,856,339 $ 770,827
Public building bond fund $ 1,500,000 $ 17,530 $ 1,445,700 $ 54,300
Recreation bond fund $ 4718932 § 782,426 $ 4134391 § 584,541
Highway bond fund $ 12,979,674 $ 3,345,022 $ 12,282,970 $ 696,704
Stormdrains bond fund $ 1,881,893 § 173,871 $ 297,141 $ 1,584,752
Library bond fund $ 590,000 $ 241,625 $ 441,625 $ 148,375
Neighborhood infrastructure fund 3 3,336,223 §$ 100,367 $ 1,534,856 $§ 1,801,367
Open space bond fund $ 2,491,090 $ 369,133 $ 2365223 $ 125,867
ENTERPRISE FUNDS:
Sewer system project $ 22,000,000 $ 6,448,800 $ 20,350,171 $ 1,649,829

B. Deficit Fund Balance

During the year ended June 30, 2016, the City had a deficit fund balance in the following funds:

Non-Major Governmental Funds
Community Development Block Grant $ 24,808

WIA Job Development Fund $ 147,021

Internal Service Funds
Claims Committee $ 205,369
School Department Health Insurance Fund $ 703,137

The non—major fund deficits will be eliminated through future intergovernmental grant receipts, repayment of program
loans or inter-fund contributions. The internal service fund deficits will be eliminated through the monitoring of these
fund activities and adjusting working rates for healthcare costs.
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EXHIBIT K

1. 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 $250,000 and rated “well capitalized” on the
institution’s most recent audited financial statements/SEC filings, if deposits exceed $250,000. As of June 30,

2016, the City’s bank balance of $63,748,331 was insured and collateralized as follows:

Insured $ 8,293,745
Uninsured 36,897,910
Collateralized
Collateral Held by Pledging Banks' Trust Department,
Not in the City's Name 18,556,676
Total Amount Subject to Custodial Risk $ 63,748,331

The City’s carrying value of cash and cash equivalents at June 30, 2016 was $61,728,209, and is presented within

the following in the financial statements:

Governmental A ctivities $ 36,126,618
Business Type Activities 16,002,579
Pension Trust Funds 4,350,256
OPEB Trust Funds 4,046,812
Internal Service Funds 78,277
Private Purpose Trust Funds 112,248
Agency Funds 1,011,419
Total $ 61,728,209

Certain investments are covered by the Securities Investor Protection Corporation (SIPC) up to $500,000,
including $250,000 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, 2016, the City's investments, all of which are in the City’s Pension Trust Funds, (including restricted

investments) consisted of the following;

Maturity

Type of Investment Fair Value N/A Less Than 1 1-5 Years
U.S. Equity Mutual Funds $ 26379366 $ 26379366 $ $ -
International Equity Mutual Funds 7,438,979 7,438,979
Common Stock 2,617,499 2,617,499
Hedge funds 3,327,387 3,327,387
Pooled Equity Index Funds 274,475 274,475
Pooled Fixed Income Index Funds 201,972 201,972 -
Fixed Income Mutual Funds 18,103,784 18,103,784 -
Real Estate Investment Trusts 541,534 541,534 - -
Total $ 58884996 § 40579240 § 18305756 § -
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A. Cash and Investments (Continued)
Interest rate risk - The City does not have a formal investment policy that limits investment maturities as a means
of managing its exposure to fair value losses arising from increasing interest rates. As noted above, 100% of the
City's investments are in mutual funds. These investments do not specify an interest rate rather the rate of return is
dependent on operating results and economic conditions.

These investments are not rated by Standard & Poor’s as of June 30, 2016.

At June 30, 2016 the City's investments totaled $58,884,996 (held in Fiduciary Funds) and those investment
options representing 5% or more of the total investment balance are as follows:

Investment Percentage Fair Value

511%  § 3,177,999
Russell US Small Cap Equity CL A

Skybridge Mutli-Advisor Hedge Fund Port

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

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. The City does not believe that it has a
significant custodial credit risk as all the investments are registered and held in the name of the City.

Fair Value of Financial Instruments - GASB 72 establishes a fair value hierarchy for inputs used in measuring fair
value that maximizes the use of observable inputs and minimizes the use of unobservable inputs by requiring that the
most observable inputs be used when available, of how the market would price the asset or liability. The fair value
hierarchy is categorized into three levels based on the inputs as follows:

Level 1 — Unadjusted quoted priced in active markets that are accessible at the measurement date for identical
assets or liabilities.

Level 2 — Inputs other than quoted prices in active markets for identical assets and liabilities that are observable
either directly or indirectly for substantially the fuil term of the asset or liability.

Level 3 — Unobservable inputs for the asset or liability (supported by little or no market activity). Level 3 inputs
include management’s own assumption about the assumptions that market participants would use in
pricing the asset or liability (including assumptions about risk).

The asset's or liability's fair value measurement level within the fair value hierarchy is based on the lowest level of
any input that is significant to the fair value measurement. Valuation techniques maximize the use of relevant

observable inputs and minimize the use of unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value. There has been no
change in valuation methodology used at 2016.
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A. Cash and Investments (Continued)
Quoted Prices in Active Significant
Markets for Identical Assets Observable Inputs
Description (Level 1) (Level 2) Fair Value

June 30,2016:

U.S. Equity Mutual Funds $ 26,379,366 $ $ 26,379,366

Intemational Equity Mutual Funds 7,438,979 7,438,979

Common Stock 2,617,499 2,617,499

Pooled Equity Index Funds 274,475 274,475

Pooled Fixed Income Index Funds 201,972 201,972

Fixed Income Mutual Funds 18,103,784 - 18,103,784

Real Estate Investment Trusts 541,534 541,534

Total assets in the fair value hierarchy 55,081,162 476,447 55,557,609
Investments measured at net asset value* 3,327,387
Investments at fair value $ 55,081,162 $ 476,447 $ 58,884,996

Investments Measured at Net Asset Value as of June 30, 2016
Redemption Notice Funding
Fair Value Redemption Frequency Period Commitments

Hedge fund

Fund of funds $ 3,327,387 Quarterly 65 Days None

There were no transfers between any levels during the year ended June 30, 2016.

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:

Current Portion
Less Allowance for Uncollectibles

Total Receivable

Property Taxes

Taxes Interest & Liens Total
$ 192,624,266  $ 4,175,073  §$ 196,799,339
(2,717,569) (1,965,400) (4,682,969)
$ 189,906,697 $ 2,209673 % 192,116,370
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B. Receivables (Continued)
Economic
Development CDBG
Loans Loans Total
Loans Receivable $ 847,358 % 2321635 $ 3,168,993
Sewer Use Charges

Use Charges Interest & Liens Total
Current Portion $ 1,615,304 % 483,255 § 2,098,559
Less Allowance for Uncollectibles (431,042) (174,678) (605,720)
Total Receivable $ 1,184262  § 308,577 % 1,492,839

Governmental funds report unearned 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 unearned revenue reported in the governmental funds were as follows:

Unearned Revenue

Uneamed Developer Security Deposits $ 581,897
Taxcollections in advance 4,310,673

Grant draw-downs prior to meeting all eligibility requirements 4,168,316
$ 9,060,886
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C. Capital Assets
Capital asset activity for the year ended June 30, 2016 was as follows:
BALANCE BALANCE

JULY 1, 2015 INCREASES DECREASES JUNE 30, 2016
Governmental Activities:
Capital Assets, not being depreciated:
Land....coooiiiiiirieiovie e srrcenir e 14357842 § 562,466 $ 14,920,308
Construction in Progress..........veeveeevercranenns 3,706,073 7,583,668  §  (5,962,981) 5,326,760
Total capital assets, not being depreciated........... 18,063,915 8,146,134 (5,962,981) 20,247,068
Capital Assets, being depreciated:
JB.10R b S S ——— 23,475,268 3,122,223 26,597,491
Buildings. ......covevvveiiniriini i 95,380,384 6,835,628 (225,000) 101,991,012
Machinery and equipment...........cocververnrennn. 6,052,830 515,343 - 6,568,173
Office furniture and equIPIENL. ......cvvereverenne. 7,086,839 196,734 (5,352) 7,278,221
VehiCles...ovvvirivriie e 18,097,201 3,895,669 (1,393,299) 20,599,571
A RO T s winsi o s s sz 83,919,630 29,969 83,949,599
Total capital assets, being depreciated............... 234,012,152 14,595,566 (1,623,651) 246,984,067
Total capital assefs............... 252,076,067 22,741,700 (7,586,632) 267,231,135
Less accumulated depreciation for:
Land TprovementS., ... o comsmenisissrsnessmesss 11,995,820 1,025,452 - 13,021,272
11111 - ST — 43,222,355 1,581,121 (45,000) 44,758,476
Machinery and equipment. .........c..oeverrvrernseen. 4,771,427 351,322 - 5,122,749
Office furniture and equIpMEnt.............vceerenen 6,535,515 211,270 (5,352) 6,741,433
VEhCIS. ..cvvvvivririeviie e 14,905,078 1,272,502 (1,369,210) 14,808,370
T RS R ittt s b bt 71,217,649 1,049,136 72,266,785
Total accumulated depreciation..............ccovven. 152,647,844 5,490,803 (1,419,562) 156,719,085
Total Capital Assets, being depreciated, net........ 81,364,308 9,104,763 (204,089) 90,264,982
Governmental Activities Capital Assets, net......... 99,428223  § 17,250,897 $ (6,167,070) § 110,512,050
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C. Capital Assets (Continued)
BALANCE BALANCE

JULY, 2015 INCREASES DECREASES JUNE 30, 2016

Business-Type Activities:

Capital Assets, not being depreciated:

{1 L Sy SN L RO | $ REYN IV - $ = $ 342,712
CONSHUCHON M PIOZESS. .. vevevveerereseasarasnseerienenversas 10,160,582 5,068,971 (283,282) 14,946,271
Total capital assets, not bemg depreciated...............c...... 10,503,294 5,068,971 (283,282) 15,288,983

Capital Assets, being depreciated/amortized:

Land MmprOVEIIENES. ......cvvveverereereareriermimiresenseriennenne 266,795 - . 266,795
Leaschold Mprovements. ...........ccvrcerverenrrervearmmnmonnennes 187,562 - - 187,562
Machinery and Equpment..............o.coovveeiniiieninene. 519,632 37611 - 557,243
Office firniture and eqUIPMENL.............ccvererrerrenrsiererreens 1,124 - - 1,124
VElICIES. . ...t 35,838 - - 35,838
SErvice f0 CUSLOMETS.......eevverevrervre i ceriereeaer oo cene s 98,337 - - 98,337
Pumping plant and equipment...............ccooooeriiiriennn 3,721,906 - - 3,721,906
(0] 1L 1 [ R T W G 1,103,834 - - 1,103,834
Treatment plant and equIpment .............ccoveriecrrcnenene. 78,955,615 - - 78,955,615
TSR st i it St 50,286,114 269,863 - 50,555,977
Total capital assets, being depreciated/amortized.................. 135,176,757 307,474 - 135,484,231
Total capHal BSSetS......vvevereeeeiieeeriicee e 145,680,051 5,376,445 (283,282) 150,773,214

Less accumulated depreciation/amortization for;

Land IMprOVEIENES. ..........e.evveceeernrenereeeeesnsennieneeas 255,990 7,694 - 263,684
Leasehold mprovements. .............ooerereemevueronvenniennes 147,260 24,968 - 172,228
Machinery and EQUIDIMEnt..........cceoerervivrinnerenieriinnens 424,296 24,690 - 448,986
Office furniture and eqUIPMENE.........coevverreerecrincnreecns 966 63 - 1,029
D I o e e 8 P e e S 19,253 6,087 - 25,340
SEIVICE t0 CUSLOMIETS. ......eevervevveeeeeeeeeveesveesaneeraeas 71,359 1,949 - 79,308
Pumping plant and eqUIPMENt. .. .....c.ccverierreriirnenreeinnn, 2,102,421 70,348 - 2,172,769
Y S 10T o o 5 5 Aot B 1,103,333 - - 1,103,833
Treatment plant and eqQUPMEDt ..........cooecvviririienncnnne. 42,122,250 1,549,769 - 43,672,019
IDfASHIUCHITE. ...ttt e 31,957,375 629,881 - 32,587,256
Total accumulated depreciation/amortization. ...................... 78,211,003 2,315,449 . 80,526,452
Total Capital Assets, being depreciated/amortized, net............ 56,965,754 (2,007,975) - 54,957,719
Business-Type Activities Capital ASsets, 1t ......vev.voes $ 67469048 § 306099 §  (283282) § 170,246,762
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1Il. DETAILED NOTES (CONTINUED)

(&

Capital Assets (Continued)

Depreciation expense was charged to functions of the City as follows:

Govemmental Activities:
General Government $ 3,765,105
Public Safety 1,004,762
Public Works 300,201
Education 269,165
Parks and Recreation 102,133
Public Libraries 18,019
Senior Services 31,418
Total Depreciation Expense - Governmental A ctivities $ 5,490,803
Depreciation expense was charged to business-type activities as follows:
Business-Type Activities:
Sewer $ 2,266,324
Public Facilities Management Foundation 24,968
Charter School 1,367
School Lunch 22,790
Total Depreciation Expense - Business-Type Activities $ 2,315,449

Construction Commitments

The City has active construction projects as of June 30, 2016. At year end, the City’s commitments with contractors

are as follows:

Project Commitment

Governmental-Type Activities:
School Bond Fund $ 2,289,761
Business-Type Activities:

Sewer

Total

4,965,717

$ 7,255,478
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D. Interfund Accounts
1. Interfund Payables and Receivables
A summary of interfund balances as of June 30, 2016 is as follows:
Corresponding
Fund Due From Due To
Major Funds
General Fund:
School Unrestricted Fund $ . $ 3,475,976
Emergency Management Fund 230
Community Development Fund 21,502
RSVP 75
Economic Development Revolving Loan 8,500
Police State Seizre 2,720
Special Police Duty 116,932
Special Fire Duty 5221
Ice Rink 13,512 13,512
Public Libraries 2,637
WIA Job Development Fund 141,228
Police Federal Seizure 1,045
Historical Records 890
Internal Service Fund 41,051
Library Reserve Fund 2,493 2,493
Sewer Fund 125,805
Total General Fund 476,549 3,499,273
School Department Unrestricted:
General Fund - City 3,475,976
Internal Service Fund 3,760,548
Education SR Fund 1,776,568 90,514
Charter School Fund 622,375
Total School Special Revenue Unrestricted 9,013,092 712,889
Proprietary Funds:
Sewer Fund General Fund 125,805
Charter School Fund School General Fund 622,375
Total Enterprise Funds 622,375 125,805
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D. Interfund Accounts (Continued)
1. Interfund Payables and Receivables (Continued)
Corresponding
Fund Due From Due To
Nonmajor Funds
Emergency Management Fund General Fund 230
Community Development Block General Fund
Grant Fund General Fund 21,502
RSVP General Fund s
Economic Development Revolving Loan General Fund 8,500
Historical Records General Fund 890
Police State Seizure General Fund 2,720
Public Libraries General Fund 2,637
Special Duty Fire Fund General Fund 5,221
Special Duty Police Fund General Fund 116,932
Police Federal Forfeiture - Justice General Fund 1,045
Restricted School Funds School General Fund 90,514 1,776,568
WIA Job Development Fund General Fund 141,227
Total Nonmajor Funds 97,806 2,070,255
Internal Service Fund
Self Insurance Fund General Fund 41,051
Health Insurance Fund School General Fund 3,760,549
Total Internal Service Funds - 3,801,600
Total 10,209,822 § 10,209,822
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IIl. DETAILED NOTES (CONTINUED)

D.

Interfund Accounts (Continued)

2.

Interfund Transfers

A summary of interfund transfers as of June 30, 2016 is as follows:

General Fund
School Unrestricted Fund
Budget Stabilization Fund
Total General Fund

School Unrestricted
General Fund

Grant Total

Transfers In Transfers Out

$ - 91,682,652

426,723 426,723

426,723 92,109,375
91,682,652 -
91,682,652 -

$ 92,109,375 92,109,375

Transfers are used to account for the financing by the General Fund of various programs and activities in
other funds, and administration of other funds by the General Fund.
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E. Short-Term Obligations — Bond Anticipation Notes

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.

There were no bond anticipation notes issued during the fiscal year ending June 30, 2016.

F. Changes in Long-Term Obligations

1.  Summary of Changes

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

Balance Balance
A Date of Amount Interest Matunty Outstanding Outstanding Current
Description Issue Issued Rate Date 7112015 Additions Retirements 6/302016 Portion
Govemmental Activities:
General obligation debt:
156 Advance refunding 05/1305 $ 22280,000 3.00-5.00% 7152019 $ 11,095,000 $11.095000 § - $ -
157 Public improvements 06714006 $ 23,900,000 4.00-5.00% 4/1/2026 15,465,000 15,465,000 - -
158 Public improvements 06/1808 $ 13,075,000 4.00-5.00% 7M12028 10,360,000 335,000 9,825,000 560,000
159 School Borrowing-159 8712008 $ 7,000,000 3756.00% 47112029 5,525,000 280,000 5,245,000 295,000
160 Public improvements 8/2010 $ 3,000,000 200-43% 7112030 2,400,000 150,000 2,250,000 150,000
161 School Borrowing-161 1152011 $ 700,000 2.00-4.3% 5/15/2031 420,000 76,000 350,000 70,000
162A Publicimprovements 3/292012 $ 3430000 200437% 2111933 3,080,000 175,000 2,905,000 175,000
162B Public improvements - refunding 4/10/2012 $ 15955000 2.00-5.00% 712023 12,835,000 1,535,000 11,300,000 1,420,000
163 Public improvements 3012013 $  10210,000 3.004.75% 8/1/2033 9,880,000 520,000 9,360,000 520,000
164B Public improvements - refunding  7/152015 $ 21985000 3.00-5.00% 711512025 $ 21,985000 21,985,000 3435000
164A Publicimprovements 711512015 $  8730,000 1.25-500% 7/15/2035 8,730,000 8,730,000 320,000
166 Public improvements 4/9/2016 $ 1755000 40-241% 9/112035 1,755,000 1,755,000 -
165 School improvements 05/15116 $ 4565000 2.00-5.00% 51152036 4,565,000 4,565,000 165,000
Total general obligation bonds 71,060,000 37,035,000 29,825,000 78270000 7,110,000
Bond premiums 2,758,348 2,573,151 1,879,729 3451770 375,374
TOTAL BONDS AND RELATED LIABILITIES 73,818,348 39,608,151 31,704,729 81721770 74853
Leases payable:
PFMF LEASE 1214110 1,725,000 2-3% 111/2015 365,000 365,000 - -
Total leases pay able 365,000 365,000
TOTAL BONDS, NOTES AND RELATED LIABILITIES 74,183,348 39,608,151 32,069,729 81,721,770 7485374
COMPENSATED ABSENCES 12,510,192 6,154,796 6,140,299 12,524,689 1,252,469
DEFERRED SALARY 134,940 11,319 123,621 12,362
NET PENSION LIABILITY
Municipal Employ ees' Retirement Sy stem - City of Cranston 722,951 5,853,721 6,576,672 N/A
Municipal Employees' Retirement System - Police - 3418713 - 3418713 NA
Employees' Retirement System 108,451,450 15,696,874 124,148,324 N/A
Police and Fire Employ ees' Retirement System 258,294,972 12,435,516 245,859,456 NA
NET OPEB OBLIGATION - SCHOOL DEPARTMENT 6,173,889 949,255 7,123,144 NA
NET OPEB OBLIGATION - CITY 2,162,040 318,017 2,480,057 NA
CLAIMS AND JUDGEMENTS 100,000 100,000 100,000
Total General Long-Term Obligations $ 462733782 § 71999527 $50656863 § 484076446  $8850,205
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F. Changes in Long-Term Obligations (Continued)
1. Summary of Changes (Continued)
Business-Type Adtivities:
Enterprise funds:
SEWER
RI Clean Water 9/1/1993 $ 3242000 3.00% 9112015 i 162,100 § § 162100 § s
RI Clean Water 8251999 s 700,000 3.60% 9172015 56,263 56,263 . -
RI Clean Water 11/132003 $ 2000000 3.00% 91112027 1,000,000 100,000 900,000 160,000
RI Clean Water 9/172005 s 900,000  3.00% 9112025 660,000 60,000 600,000 60,000
RI Clean Water 9172007 s 3,000,000 143% 9/12028 2,100,000 150,000 1,950,000 150,000
Ri Clean Water 2202014 $ 18,000,000 035%-3.14% 9/1/1934 17,999,000 703,500 17,295,100 709,733
RI Clean Water 9/172010 s 1,000,000 0.52%-3.19% 9/12030 841,000 41,000 800,000 42,000
TOTAL SEWER 22,818,363 1,273,263 21,545,100 1,061,733
PUBLIC FACILITIES MANAGEMENT FOUNDATION:
CERTIFICATES OF
PARTICIPATION 12142010 s 1,725000 2-3% 114172015 365,000 365,000
TOTAL BONDS AND RELATED LIABILITITES 23,183,363 1,638,263 21,545,100 1,061,733
NET OPEB OBLIGATION 76,354 17,166 93,520
NET PENSION LIABILITY 1,533,074 78,622 - 1,611,696 -
COMPENSATED ABSENCES 44,020 3,623 40,397 40,397
Total Enterprise funds s 24836811 § 95,788 § 1641886 § 23290713  $1,102,130

Capital assets obtained from capital leases totaled $7,008,757.

The following is a summary of annual debt service requirements to maturity for the retirement of general

obligation debt and Clean Water debt:

GO VERNMENTAL ACTIVITIES BUSINESS-TYPEACTIVITIES

YEAR

ENDING GENERAL OBLIGATION DEBT CLEAN WATER BONDS

JUNE 30, PRINCIPAL INTEREST PRINCIPAL INTEREST
2017 $ 7,110,000 $ 3,116,929 $ 1,061,733 $ 568,346
2018 7,344,000 2,862,400 1,069,533 554,868
2019 7,549,000 2,568,627 1,079,300 538,889
2020 6,350,000 2,269,952 1,091,967 520,051
2021 5,301,000 2,015,638 1,107,567 498,534

2022-2026 25,401,000 6,754,366 5,754,500 2,086,717

2027-2031 12,507,000 2,696,559 5,476,400 1,250,007

2032-2036 6,708,000 679,776 4,904,100 317,247
Totals $ 78,270,000 22,964,247 § 21,545,100 $ 6,334,659
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F.

Changes in Long-Term Obligations (Continued)

1.

Summary of Changes (Continued)

Subsequent Issuances

The City issued $27,285,000 in Wastewater Treatment System Refunding Revenue Bonds with Rhode Island
Infrastructure Bank subsequent to year end.

The City of Cranston entered into a Financing Agreement with The Rhode Island Infrastructure Bank-Efficient
Building on July 8, 2016. The bond purchase agreement is for $2,240,000.

On November 3, 2016 the City of Cranston entered into a seven year lease-purchase agreement with Bank of
America Merrill Lynch in the amount of $3,200,000 to purchase the City’s street lights.

Compensated absences

The obligation represents the employee (vested and nonvested) compensated absences expected to be paid in
the future, aggregating approximately $12,525,000 as of June 30, 2016. This amount is recorded in the
government wide statements, and paid out of the General Fund.

Other Post Employment Obligation

GASB Statement No. 45 “Accounting and Financial Reporting by Employers for Postemployment Benefits
Other than Pensions” requires the City to accrue a net OPEB obligation. The amount at June 30, 2016 was
approximately $9,697,000. This amount is recorded in the government wide statements, and paid out of the
General Fund.
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F.

Changes in Long-Term Obligations (Continued)

2. Lease Commitment

The City is obligated under various operating leases to make the following aggregate annual lease payments.

Year Fnded June 30
2017 $ 1,070,766
2018 1,070,766
2019 1,070,766
2020 1,070,766
2021 1,065,000
2022-2025 5,325,000
2026-2032 4,171,250
Totals $ 14,844,314

Lease expenditures approximated $1,095,069 for fiscal year ended June 30, 2016.

3. Statutory Debt Limitations

Debt Limit

Except as explained below, under Rhode Island law the City may not, 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 outstanding debt of the City subject to the 3% debt limit. The
current 3% debt limit of the City is $219.1 million based on taxable property as of December 31, 2014, of
approximately $7.3 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, 2016, the City had $76,515,000 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.
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F.

Changes in L.ong-Term Obligations (Continued)

4.

3

In-Substance Defeasance — Prior Years

In prior years, the City has defeased various bond issues by creating separate irrevocable trust funds. New debt
has been issued and the proceeds have been used to purchase U.S. government securities that were placed in the
trust funds. The investments and fixed earnings from the investments are sufficient to fully service the defeased
debt until the debt is called or matures. For financial reporting purposes, the debt has been considered defeased
and therefore removed as a liability from the City’s Government-wide financial statements. As of June 30, 2016,
the in-substance defeased bonds, which remain outstanding was $40,935,000.

Authorized/Unissued Bonds

The amount of authorized, unissued bonds is as follows:

General purposes $ 32,955,022

Schools 17.946.228

TOTAL $ 50901250
Unearned Salary

Unearned 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 unearned, 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, 2016, there were 105 teachers eligible for the benefit, with an outstanding balance of $123,621.
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G.

Fund Balance

As stated in Note 1, Fund Balance may be classified as one of five categories: Nonspendable, Restricted, Committed,
Assigned, or Unassigned. Committed Fund Balance represents that amount of fund balance which can only be used
for specific purposes pursuant to constraints imposed by formal action of the City’s highest level of decision-making
authority. The City’s Council is considered to be the highest level of decision-making authority. In accordance with
the City Charter, the Council votes on the annual budget and on any resolutions proposed by the Committees. The
passage of the Council’s annual budget and proposed resolutions may result in the commitment of fund balance.

At June 30, 2016 Restricted Fund Balance consisted of the following:

To Fund Future Library Expenses $ 64,099
To Fund Education Expenses 306,328
To Fund Recreation Bond Exp enditures 584,541
To Fund Future Fire Expenses 194,240
To Fund Library Expenses 148,375
To Fund School Capital Projects 2,049,058
To Fund Police and Fire Capital Projects 770,827
To Fund Public Building Capital Projects 54,300
To Fund Highway Capital Projects 696,704
To Fund Storm Drain Projects 1,584,752
To Fund Neighborhood Infrastructure Capital Projects 1,801,368
To Fund Open Space 125,867
To Fund Future Community Development Exp enditures 1,541,353
To Fund Future Public Service Expenditures 684,230
To Fund Future Senior Services Expenditures 204,071
To Fund Future Ice Rink 17,035
To Fund Future Parks and Recreation Expenditures 1,744
Long-Term Receivable From Health Insurance Fund 3,760,549
To Fund Future Grant Expenditures 85,512
To Fund Future Capital Facilities Impact Expenditures 1,053,156
To Fund Future Cemetery Trust Expenditures 5,855
To Fund Future Historical Record Expenditures 760,794

Total Restricted Fund Balance $ 16,494,758

At June 30, 2016 Committed Fund Balance consisted of the following:

Capital and One-Time Expenditures $ 39,268
Self-Insurance Healthcare Reserve Fund 3,624
School Department Grants 5,571
Encumbrances for Education Supplies 1,894,520

Total Committed Fund Balance $ 1,942,983
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G.

Fund Balance (Continued)

At June 30, 2016 Nonspendable Fund Balance consisted of the following:

General Fund:

Advance Deposits-Hospitalization $ 207,000

School Department:

Prepaid balances 147,689
Total Nonspendable Fund Balance $ 354,689

The City of Cranston does not currently have a spending policy regarding the order in which restricted, committed,
assigned, and unassigned fund balances are spent when more than one amount is available for the expenditures
incurred. Accordingly, by default, the City is following the policy prescribed by GASB Statement No. 54 which
specifies that fund balance is reduced first by committed, then by assigned, then by unassigned when expenditures are
incurred for purposes for which any unrestricted fund balance could be used. In all situations, the City considers
restricted fund balance to be used first when available and when expenditures are incurred that meet the requirements
of the restricted fund balance.

1V. OTHER INFORMATION

A.

Risk Management

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 commercial coverage in any of the past three years, and there have 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, incurred approximately $33 million for fiscal year 2016 under this plan.
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1V. OTHER INFORMATION (CONTINUED)

A.

Risk Management (Continued)

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 unallocated claims adjustment expenses.

In order to avoid catastrophic losses, the City “reinsures” the program by purchasing insurance known as “stop-loss
insurance” from BC/BS 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/$225,000 of claims for individual employees
or dependents. Any charges accrued by an individual in excess of $200,000/$225,000 in a fiscal year are thereafter
reimbursed by BC/BS 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/$225,000).
The aggregate stop-loss limit is $2,000,000/$2,200,000 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.

Changes in the self-insurance liability for the fiscal years ended June 30, 2016 are as follows:

2016 2015

July 1 $ 2,751,985 $ 2,120,620
Add: incurred claims 33,200,111 31,333,578
Less: payments of claims attributable to events
of both the current and prior fiscal years:

Health and life 35,049,305 30,606,858

Other claims 51,954 95,355
June 30 $ 850,837 $ 2,751,985

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. The liability at
June 30, 2016 has been recorded on the statement of net position under the claims payable line, within the
Government-wide statements ($850,837).
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A.

Risk Management (Continued)

The School Department has chosen to participate in the Health Benefits Project provided by the West Bay
Community Health, an independent, non-profit organization. Deposits made to the Collaborative are treated as
expenditures when it is probable that a claim has been incurred, and include estimated amounts for claims that
have been incurred but not reported (IBNR). Claim liabilities are calculated considering the effects of inflation,
recent claim and health care trends, and other economic and social factors.

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, unearned 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, 2016, the balance of unearned revenue related to this was $11,520,000 which is comprised of a short-term
portion of $1,920,000 and a long-term portion of $9,600,000.

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 2016, the City paid service fees totaling $16 million. The
City also recognized 4% of the lease payment ($1,920,000) as revenue for the year ended June 30, 2016.

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 constitute 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.
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D.

Employee 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
muitiple 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. Financial information can be obtained for those plans by contacting the State of Rhode
Island.

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

a. Summary of Significant Accounting Policies and Plan Asset Matfers
(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. As of June 30, 2016, there are no
separate financial statements available for the PFERS plan.

(ii) Valuation of Investinents

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 June 30, 2015, the plans’ membership consists of:

Fire Police Total
Retirees, disability retirees and beneficiaries
receiving benefits 219 207 426
Active plan members vested 26 6 32
Totals 245 213 458

c. 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.
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D. Employee Retirement Systems (Continued)

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

¢. Benefit Provisions (Continued)

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. Funded Status and Funding Progress

The funded status of the plan as of June 30, 2015 (the date of the most recent actuarial valuation) was as

follows:

Actuarial accrued liability (AAL) $  (313,727,413)
Actuarial value of plan assets 67,867,957
Unfunded actuarial accrued liability (UAAL) $  (245,859,456)
Funded ratio (actuarial value of plan assets/AAL) -21.63%
Covered payroll (active plan members) $ 2,940,734
UAAL as a percentage of covered payroll -8360.48%

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions
about the probability of occurrence of events 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 multiyear trend information about whether the actuarial value of plan assets is increasing or
decreasing over time relative to the actuarial liabilities for benefits.

e. Schedule of Employer Contributions

Fiscal Annual Required Actual Percentage
Year Ended Contribution Contribution Contribution
6/30/2013 $ 25,705,110 $ 21,994,344 85.56%
6/30/2014 $ 21,006,057 $ 22,376,109 106.52%
6/30/2015 $ 22,353,591 $ 22,376,110 100.10%
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D. Employee Retirement Systems (Continued)

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

f

g.

i.

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 ..ottt JULY 1, 2016
ACTUARIAL COST METHOD........cecovreirircnne Attained age normal with the UAAL funded on a level

dollar basis over a closed period. For court approved plan provisions the closed period is through FYE
2042. For the opt out plan the closed period is through FYE 2037.

ASSET VALUATION METHOD .......coevvivirenannn. Market Value of Assets
ACTUARIAL ASSUMPTIONS:
Investment Rate of Return.......c..oooveveveviveeriiveennnnnn, 7.9%

PROJECTED SALARY INCREASES:

VAT it il i o S il e 3%

Cost-of-living adjustment ..........ccocvvvveerieeernenes 0%

11121 L) e el B R LSS YU A 3%

AMORTIZATION METHOD ......cccccooevvennen. LEVEL DOLLAR

OVER A CLOSED PERIOD

REMAINING AMORTIZATION PERIOD............ 24 YEARS
ADMINISTRATIVE EXPENSES ........ccooooviieinene PAID BY THE CITY
GASB 68 Information

Summary of Significant Accounting Policies

Method used to value investments. Investments are reported at fair value. Securities traded on a national
or international exchange are valued at the last reported sales price at current exchange rates. Real estate
assets are reported at fair value utilizing an income approach to valuation.
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D.

Employee Retirement Systems (Continued)

1.

8.

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

GASB 68 Information (Continued)

ii.

iii.

Plan Description

Plan Administration

The City of Cranston (City) administers the City of Cranston Fire Department and Police Department
Pension Plans (Plan), a defined benefit pension plan that provides pensions for all full-time firefighters and
policemen of the City. Employees hired after July 1, 1995 become members of the State plan and do not
participate in this plan.

Contributions

The City establishes contributions based on an actuarially determined contribution recommended
by an independent actuary. The actuarially determined contribution is the estimated amount
necessary to finance the costs of benefits earned by plan members during the year, with an
additional amount to finance any unfunded accrued liability. For the year ended June 30, 2015,
the City contributed $22,376,110 to the Plan, including $381,766 from the State.

Investments

Rate of Return

For the year ended June 30, 2015, the annual money-weighted rate of return on pension plan
investments, net of pension plan investment expense, was 4%. The money-weighted rate of return

expresses investment performance, net of investment expense, adjusted for the changing amounts
actually invested.
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D. Employee Retirement Systems (Continued)

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

g. GASB 68 Information (Continued)

iv.

Net Pension Liability

Components of Net Pension Liability

Total pension liability $ 313,727,413
Plan fiduciary net position (67,867,957)
Net pension liability $ 245,859,456
Plan fiduciary net position as a percentage of the

Total pension liability 21.63%

Actuarial Assumptions

The June 30, 2016 total pension liability was determined by rolling forward the June 30, 2015
valuation results, using the following actuarial assumptions, applied to all periods included in the
measurement:

Inflation 3.00%
Salary increases 3.00%

comprised on average inflation rate of 3%
Investment rate of retum 7.90% and a real rate of return 0£4.9%

Census data was collected as of July 1, 2016. Liabilities measured as of the census date were
projected to June 30, 2016 assuming no demographic gains or losses.

Mortality rates for health lives were based on the RP-2000 Combined Mortality Table with Blue
Collar Adjustment and improvements projected to 2025 with Scale AA. The same tables were
used for disabled lives but set forward three years.

The long-term expected rate of return on pension plan investments was determined using a
building-block method in which best-estimate ranges of expected future real rates of return
(expected returns, inflation) are developed for each major asset class. These ranges are combined
to produce the long-term expected rate of return and by adding expected inflation. Best estimates
of rates of return for each major asset class included in the pension plan’s target asset allocation
as of June 30, 2015 are summarized in the following table (note that the rates shown below
include the inflation component):
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Long-Term
Expected Targeted
Asset Class Rate of Return Allocation
Domestic Equity (large cap) 9.59% 40.00%
Domestic Equity (mid cap) 11.50% 5.00%
Domestic Equity (small cap) 11.53% 5.00%
International Equity 8.51% 20.00%
Fixed income 3.93% 25.00%
Real estate 5.92% 5.00%
100.00%

Discount Rate
The assumed discount rate used to measure liabilities for valuation purposes is 7.90%. The

projection of cash flows used to determine the discount rate for GASB 67 purposes assumed that
future City contributions will follow the contribution pattern of the most recent five years (see
table below), which results in an assumption that the City will contribute approximately 92% of
the actuarially determined contributions. Based on these assumptions, the pension plan’s fiduciary
net position is projected to fall short of meeting all future benefit obligations to current plan
members. From the point where assets are projected to be depleted, a municipal bond rate of
3.73%, based on the S&P Municipal Bond 20 Year High Grade Rate Index, was used in the
development of the blended GASB discount rate. The resulting blended rate of 7.74% was used

to measure the Plan’s total pension liability.

Fiscal Annual Percentage
Year Ending Required Actual of ARC
June 30 Contribution (ARC) Contribution Contributed
2013 A 25,705,110  § 21,994,344 85.56%
2014 $ 21,006,057 $ 22,376,109 106.52%
2015 $ 22,353,591 $ 22,376,110 100.10%

The ARC for the fiscal year ending June 30, 2015 was based on the results of the July 1, 2013
valuation, updated to reflect the benefit provisions of the Funding Improvement Plan. An
ordinance of such provision changes was passed by the City Council and signed into law by the

Mayor in April 2013.
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D.

Employee Retirement Systems (Continued)

1.

.

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

GASB 68 Information (Continued)

V.

Actuarial Assumptions (Continued)

Sensitivity of the net pension liability to changes in the discount rate

The following represents the net pension liability, calculated using the discount rate of 7.74%, as well
as what the City’s net pension liability would be if it were calculated using a discount rate that is 1-
percentage-point lower (6.74%) or 1-percentage-point higher (8.74%) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(6.74%) (7.74%) (8.74%)
Net Pension Liability $ 279,652,694 § 245,859,456 $ 217,533,785

Police and Fire units
Retirement eligibility and plan benefits — Effective July 1, 2012 the benefit accrual for all plans is 2.0% per
year based on the five-year average compensation, exclusive of overtime. Retirement age is 55 years old
with 25 years of total service or for members with five years of service but less than 25 years of service the
new retirement age will mirror the Social Security Normal Retirement Age not to exceed 67. Police officers
or firefighters who were at least 45 years old, had 10 or more years of contributing service and were eligible
to retire prior to age 52 under the law in effect on June 30, 2012, may retire at age 52. Police and fire
employees may retire with a reduced pension benefit if they have 20 years of service and are within five
years of their retirement eligibility. The actuarially reduced benefit is calculated based on how close the
member is to the eligibility date that is prescribed in the Rhode Island Retirement Security Act. Joint and
survivor retirement benefit options are available.
Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
Pensions
For the year ended June 30, 2016 the employer recognized pension expense of $7,428,793. The employer
reported deferred outflows and inflows of resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Contributions subject to measurement date $ 21,316,456
Changes in assumptions $ (8277,796)
Differences between expected and actual liability experience (2,386,467)
Differences between expected and actual earnings 1,121,739
Total $ 22438195 § (10,664,263)
Net Deferred
Outflows (Inflows)
Year Ending June 30, of Resources
2016 $ 10,876,541
2017 224,348
2018 224,348
2019 224348
2020 224,347
Total $ 11,773,932
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2

Municipal Employees’ Retirement System of the State of Rhode Island (“MERS”)

Plan Description

The Municipal Employees’ Retirement System (MERS) — an agent multiple-employer defined benefit pension
plan - provides certain retirement, disability and death benefits to plan members and beneficiaries. MERS was
established under Rhode Island General Law and placed under the management of the Employee’s Retirement
System of Rhode Island (ERSRI) Board to provide retirement allowances to employees of municipalities, housing
authorities, water and sewer districts, and municipal police and fire persons that have elected to participate.
Benefit provisions are subject to amendment by the General Assembly.

MERS issues a publicly available financial report that includes financial statements and required supplementary
information. This report may be obtained accessing the ERSRI website at www. ersri.org.

General Employee Units

Retirement eligibility and plan benefits - Service credits accrued at June 30, 2012 are protected under the Rhode
Island Retirement Security Act. Beginning July 1, 2012, members receive a benefit accrual of 1.0% per year.
Effective July 1, 2012 the retirement age mirrors the Social Security Normal Retirement Age not to exceed age
67. Benefits are based on the five-year average compensation multiplied by the accumulated service credit
percentage. Joint and survivor retirement benefit options are available.

Benefits Provided

For general employees prior to June 30, 2012 the plan provided retirement benefits equal to 2% of a member’s
final average salary multiplied by the number of years of total service up to a maximum of 75%. Such benefits
are available to members at least age 58 with 10 years of service or after 30 years of service at any age.
Benefits accrued at June 30, 2012 are protected under the Rhode Island Retirement Security Act until it is
exceeded by the member’s full years of service credit, including service after June 30, 2012, multiplied by the
average of five consecutive years of compensation. Effective July 1, 2012 the retirement age will mirror the
Social Security Normal Retirement Age not to exceed age 67. Members will receive a benefit accrual of 1.0%
per year based on the five-year average compensation.

Joint and survivor options are available as well as the Service Retirement Allowance (SRA) Plus option that
provides for the payment of a larger benefit before the attainment of age sixty-two (62) and a reduced amount
thereafter. The reduced amount is equal to the benefit before age sixty-two (62), including cost-of-living
increases, minus the member's estimated social security benefit payable at age sixty-two (62).

Prior to June 30, 2012 police and fire personnel may retire at age 55 if they have 10 years of service or after 25
years of service at any age. An option may be elected to provide a 20 year service pension with a benefit equal
to 2.5% for each year of service up to a maximum of 75% for police and fire personnel. Benefits are based on
the average of the highest three consecutive years' earnings, exclusive of overtime.
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2.

Municipal Employees’ Retirement System of the State of Rhode Island (“MERS”) (Continued)
Benefits Provided (Continued)

The new retirement age will be 55 years old with 25 years of total service or for members with five years of
service but less than 25 years of service the new retirement age will mirror the Social Security Normal
Retirement Age not to exceed 67. Police officers or firefighters, that are at least 45 years old, have 10 or more
years of contributing service and are eligible to retire prior to age 52 under the law in effect on June 30, 2012,
may retire at age 52.

As of June 30, 2012 members will continue to have a frozen benefit accrual of 2.0% per year for a standard 25
year with any age and out plan; 2.5% for a standard 20 year with any age and out plan. Effective July 1, 2012
the optional 20 and 25 year with retirement at any age plans have been eliminated. The benefit accrual for all
plans will be 2.0% per year based on the five-year average compensation, exclusive of overtime. Police and fire
employees may retire with a reduced pension benefit if they have 20 years of service and are within five years of
their retirement eligibility. The actuarially reduced benefit will be calculated based on how close the member is
to the eligibility date that is prescribed in the Rhode Island Retirement Security Act.

The plan also provides survivor's benefits; and certain lump sum death benefits. Plan members are vested after
five years of service.

An optional cost-of-living provision may be elected for police and fire personnel and general employees. The
Cost of Living Adjustment (COLA) has been suspended for any unit whose funding level is less than 80%. The
COLA provision can be reviewed in a five-year interval. When the funding level of a plan exceeds 80% funded
eligible retirees may receive a COLA annually effective on their date of retirement plus one month.

The COLA will be calculated as the five (5) year smoothed investment rate of return less 5.50%, with a 0.00%
floor and a 4.00% cap. For police and fire units, COLA will be delayed until the later of age 55 or three years
after retirement. For general employee units, COLA will be delayed until the later of the Social Security Normal
Retirement Age or three years after retirement. The COLA will be applied to the first $25,000 of benefits
indexed annually.

The plan also provides nonservice-connected disability benefits after 5 years of service; service-connected
disability pensions with no minimum service requirement.

General Employee Units

At the June 30, 2014 valuation date, the following employees were covered by the benefit terms:

From
Employer Specific
Valuation
Inactive, Nonretired Members 323
Retirees and Beneficiaries 569
Active Members 688
Total 1.580
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1V. OTHER INFORMATION (CONTINUED)

D. Employee Retirement Systems (Continued)

2.

Municipal Employees’ Retirement System of the State of Rhode Island (“MERS”) (Continued)

General Employee Units (Continued)

Contributions - The amount of employee and employer contributions have been established under Rhode Island
General Law Chapter 45-21. General employees with less than 20 years of service as of June 30, 2012 are
required to contribute 2% of their salaries. General employees with more than 20 years of service as of June 30,
2012 are required to contribute 9.25%. Public safety employees are required to contribute 10% of their salaries.
The City of Cranston contributes at a rate of covered employee payroll as determined by an independent actuary
on an annual basis. The General Assembly can amend the amount of these contribution requirements. The City
of Cranston contributed $2,479,865 in the year ended June 30, 2016 which was 10.26% of annual covered

payroll.

Net Pension Liability (Asset) - The total pension liability was determined by actuarial valuations performed as
of June 30, 2014 and rolled forward to June 30, 2015, using the following actuarial assumptions, applied to all
periods included in the measurement.

Summary of Actuarial Assumpfions Used in the Valuations to determine the Net Pension Liability af the
June 30,2015 measurement date (June 30, 2014 valuation rolled forward to June 30, 2015)

Actuarial Cost Method
Amortization Method

Actuarial Assumptions
Investment Rate of Retum
Projected Salary Increases

Inflation

Mortality

Cost of Living Adjustments

Entry Age Normal - the Individual Entry Age Actuarial Cost methodology is used.

Level Percent of Payroll - Closed

7.50%
General Employees - 3.50% to 7.50% ; Police & Fire Employees - 4.00% to 14.00%

275%

Male employees, MERS General and MERS P&F: 115% of RP-2000 Combined Healthy for Males with
White Collar adjustments, projected with Scale AA from 2000.

Female Employees, MERS General and MERS P&F: 95% of RP-2000 Combined Healthy for Females
with White Collar adjustments, projected with Scale AA from 2000.

A 2% COLA is assumed after January 1,2014.
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D.

Employee Retirement Systems (Continued)

2.

Municipal Employees’ Retirement System of the State of Rhode Island (“MERS”) (Continued)

General Employee Units (Continued)

The actuarial assumptions used in the June 30, 2014 valuation rolled forward to June 30, 2015 and the calculation
of the total pension liability at June 30, 2014 were consistent with the results of an actuarial experience study

performed as of June 30, 2013.

The long-term expected rate of return best-estimate on pension plan investments was determined by the actuary
using a building-block method. The actuary started by calculating best-estimate future expected real rates of
return (expected returns net of pension plan investment expense and inflation) for each major asset class, based on
a collective summary of capital market expectations from 23 sources. The June 30, 2015 expected arithmetic
returns over the long-term (20 years) by asset class are summarized in the following table:

Long-Term

Target Expected Real

Type of Investment Allocation Rate of Return
Global Equity 38% 7.92%
Private Equity % 9.99%
Equity Hedge Funds 8% 3.98%
Absolute Return Hedge 7% 3.98%
Real Return 11% 3.42%
Real Estate 8% 4.85%
Core Fixed 15% 2.18%
Infrastructure 3% 5.70%
Asset 3% 7.80%

100%

These return assumptions are then weighted by the target asset allocation percentage, factoring in correlation
effects, to develop the overall medium-term expected rate of return best-estimate on an arithmetic basis.

Discount rate - The discount rate used to measure the total pension liability of the plans was 7.5 percent. The
projection of cash flows used to determine the discount rate assumed that contributions from plan members will
be made at the current contribution rate and that contributions from the employers will be made at statutorily
required rates, actuarially determined. Based on those assumptions, the pension plan’s fiduciary net position was
projected to be available to make all projected future benefit payments of current plan members. Therefore, the
long-term expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.
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D. Employvee Retirement Systems (Continued)

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

General Employee Units (Continued)

Changes in the Net Pension Liability (Asset)

Increase
(Decrease) Net Pension
Total Plan Fiduciary Liability
Pension Liability Net Position Asset
Balances as of June 30, 2014 $ 136,010,293  § 135,280,321
Changes for the Year
Service cost 2,346,927
Interest on the total pension liability 9,977,843
Changes in benefits 2,581,501
Difference between expected and actual (2,865,321)
experience
Changes in assumptions
Employer contributions 2,479,865
Employee contributions 488,592
Net investment income 3,119,891
Benefit payments, including employee (8,291,699) (8,291,699)
refunds
Administrative expense (124,435)
Other changes 176,372
Net changes 3,749,251 (2,151,414)
Balances as of June 30, 2015 $ 139,759,544  $ 133,128,907 $ 6,630,637

Sensitivity of the Net Pension Liability to changes in the discount rate. The following presents the net
pension liability (asset) of the employers calculated using the discount rate of 7.5 percent, as well as what the
employers’ net pension liability (asset) would be if it were calculated using a discount rate that is 1-percentage-

point lower or 1-percentage-point higher than the current rate.

1% Decrease Current Discount 1% Increase
(6.5%) Rate (7.5%) T (8.5%)

$ 21,472,426 $ 6,630,637 $ (5,517,693)

Pension plan fiduciary net position - detailed information about the pension plan’s fiduciary net position is
available in the separately issued ERSRI financial report.
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D. Employee Retirement Systems (Continued)

2

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

General Employee Units (Continued)

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to

Pensions

For the year ended June 30, 2016 the employer recognized pension expense of $3,308,775. The employer
reported deferred outflows and inflows of resources related to pensions from the following sources:

Contributions subsequent to the measurement date
Difference in Experience
Differences in Assumptions

Excess (Deficit) Investment Returns

Total

Deferred Outflows Deferred Inflows

of Resources of Resources
$ 2,182,984
$ (2,136,528)
123,628
5,462,767 (5,401,560)
3 7,769,379  $ (7,538,088)

Amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in pension

expense as follows:

Net Deferred
Outflows/(Inflows)
Year Ending June 30, of Resources
2017 $ 1,074,367
2018 (1,108,617)
2019 (1,100,150)
2020 1,365,691
2021 -
Total $ 231,291
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D.

Employee Retirement Systems (Continued)

2.

Municipal Employees’ Retirement System of the State of Rhode Island (“MERS”) (Continued)

General Employee (Non-Certified) Defined Contribution Pension Plan

Certain employees participating in the defined benefit plan, as described above, may also participate in a
defined contribution plan authorized by General Law Chapter 36-10.3. The defined contribution plan is
established under IRS section 401(a) and is administered by TIAA-CREF. Employees may choose among
various investment options available to plan participants. Employees with less than 20 years of service
contribute 5% of their annual covered salary. Employers contribute 1.25% for employees with at least 10
years of service but less than 15 years of service as of June 30, 2012 of annual covered salary. Employers
contribute 1.50% for employees with at least 15 years of service but less than 20 years of service as of June
30, 2012 of annual covered salary. Employee contributions are immediately vested while employer
contributions and any investment earnings thereon are vested after three years of contributory service. Benefit
terms and contributions required under the plan by both the employee and employer are established by the
General Laws, which are subject to amendment by the General Assembly.

Amounts in the defined contribution plan are available to participants in accordance with Internal Revenue
Service guidelines for such plans.

The City of Cranston recognized pension expense of $166,503 for the fiscal year ended June 30, 2016.

The System issues a publicly available financial report that includes financial statements and required
supplementary information for plans administered by the system. The report may be obtained at
http://www.ersri.org.

Police Units

At the June 30, 2014 valuation date, the following employees were covered by the benefit terms:

From
Employer
Specific Valuation
Inactive, Nonretired Members 8
Retirees and Beneficiaries 15!
Active Members 138
Total e === |59

Contributions - The amount of employee and employer contributions have been established under Rhode Island
General Law Chapter 45-21. General employees are required to contribute 2% of their salaries. Public safety
employees are required to contribute 10% of their salaries. The City contributes at a rate of covered employee
payroll as determined by an independent actuary on an annual basis. The General Assembly can amend the
amount of these contribution requirements. The City contributed $857,531 in the year ended June 30, 2016
which was 10.69% of annual covered payroll.

Net Pension Liability (Asset) - The total pension liability was determined by actuarial valuations performed as

of June 30, 2014 and rolled forward to June 30, 2015, using the following actuarial assumptions, applied to all
periods included in the measurement.
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D. Employee Retirement Systems (Continued)

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

Police Units (Continued)

Summary of Actuarial Assumptions Used in the Valuations to determine the Net Pension Liability at the
June 30,2015 measurement date (June 30,2014 valuation rolled forward to June 30,2015)

Actuarial Cost Method Entry Age Normal - the Individual Entry Age Actuarial Cost methodology is used.
Amortization Method Level Percent of Payroll - Closed

Actuarial Assumptions

Investment Rate of Retum 7.50%

Projected Salary Increases General Employees - 3.50% to 7.50% ; Police & Fire Employees - 4.00% to 14.00%
Inflation 275%

Male employees, MERS General and MERS P&F: 115% of RP-2000 Combined Healthy for Males with
Mortality White Collar adjustments, projected with Scale AA from 2000.

Female Employees, MERS General and MERS P&F: 95% of RP-2000 Combined Heaithy for Females

with White Collar adjustments, projected with Scale AA from 2000.

Cost of Living Adjustments A 2% COLA is assumed after January 1, 2014.

The actuarial assumptions used in the June 30, 2014 valuation rolled forward to June 30, 2015 and the
calculation of the total pension liability at June 30, 2014 were consistent with the results of an actuarial
experience study performed as of June 30, 2013.
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D. Employee Retirement Systems (Continued)

Z

Municipal Employees’ Retirement System of the State of Rhode Island (‘MERS”) (Continued)

Police Units (Continued)

The long-term expected rate of return best-estimate on pension plan investments was determined by the actuary
using a building-block method. The actuary started by calculating best-estimate future expected real rates of
return (expected returns net of pension plan investment expense and inflation) for each major asset class, based on
a collective summary of capital market expectations from 23 sources. The June 30, 2015 expected arithmetic
returns over the long-term (20 years) by asset class are summarized in the following table:

Long-Term

Target Expected Real

Type of Investment Allocation Rate of Retum
Global Equity 38% 7.92%
Private Equity 7% 9.99%%
Equity Hedge funds 8% 3.98%
Absolute return hedge 7% 3.98%
Real Return 11% 3.42%
Infrastructure 3% 5.70%
Real Estate 8% 4.85%
Core Fixed 15% 2.18%
Asset 3% 7.80%

100%

These return assumptions are then weighted by the target asset allocation percentage, factoring in correlation
effects, to develop the overall medium-term expected rate of return best-estimate on an arithmetic basis.

Discount rate - The discount rate used to measure the total pension liability of the plans was 7.5 percent. The
projection of cash flows used to determine the discount rate assumed that contributions from plan members will
be made at the current contribution rate and that contributions from the employers will be made at statutorily
required rates, actuarially determined. Based on those assumptions, the pension plan’s fiduciary net position was
projected to be available to make all projected future benefit payments of current plan members. Therefore, the
long-term expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.
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D. Employee Retirement Systems (Continued)

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

Police Units (Continued)

Changes in the Net Pension Liability (Asset)

Increase
(Decrease) Net Pension
Total Plan Fiduciary Liability
Pension Liability Net Position (Asset)

Balances as of June 30, 2014 $ 29987413 $ 30,930,926
Changes for the Year

Service cost 1,375,751

Interest on the total pension liability 2,278,196

Changes in benefits 2,566,626

Difference between expected and actual 386,791

experience

Changes in assumptions

Employer contributions 857,531

Enmployee contributions 641,751

Net investment income 763,454

Benefit payments, including employee (598,672) (598,672)

refunds

Administrative expense (30,599

Other changes 13,001
Net changes 6,008,692 1,646,466
Balances as of June 30, 2015 $ 35,996,105 $ 32,577392 % 3,418,713

Sensitivity of the Net Pension Liability to changes in the discount rate. The following presents the net
pension liability (asset) of the employers calculated using the discount rate of 7.5 percent, as well as what the
employers’ net pension liability (asset) would be if it were calculated using a discount rate that is 1-percentage-
point lower or 1-percentage-point higher than the current rate.

1% Decrease Current Discount 1% Increase
(6.5%) Rate (7.5%) (8.5%)
$ 7,078,610 $ 3,418,713 $ 424,315

Pension plan fiduciary net position - detailed information about the pension plan’s fiduciary net position is
available in the separately issued ERSRI financial report.
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D. Employee Retirement Systems (Continued)

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

Police Units (Continued)

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
Pensions

For the year ended June 30, 2016 the employer recognized pension expense of $3,109,207. The employer
reported deferred outflows and inflows of resources related to pensions from the following sources:

Deferred Outflows  Deferred Inflows

of Resources of Resources
Contributions subsequent to the measurement date $ 1,114,188
Difference in Experience 352,764
Differences in Assumptions $ (530,065)
Excess (Deficit) Investment Returns 1,271,582 (1,280,753)
Total $ 2,738,534 $ (1,810,818)

Amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in pension

expense as follows:
Net Deferred
Outflows (Inflows)
Year Ending June 30 of Resources
2017 $ 979,907
2018 (134,281)
2019 (134,280)
2020 292,635
2021 (25,259)
Thereafter (51,006)
Total $ 927,716
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D.

Employee Retirement Systems (Continued)

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

Police Units (Continued)
Defined Contribution Plan Description:

Certain employees participating in the defined benefit plan, as described above, may also patticipate in a defined
contribution plan authorized by General Law Chapter 36-10.3. The defined contribution plan is established under
IRS section 401(a) and is administered by TIAA-CREF. Employees may choose among various investment
options available to plan participants. Employees contribute 3% of their annual covered salary and employers
contribute 3% of annual covered salary. Employee contributions are immediately vested while employer
contributions and any investment earnings thereon are vested after three years of contributory service. Benefit
terms and contributions required under the plan by both the employee and employer are established by the
General Laws, which are subject to amendment by the General Assembly.

Amounts in the defined contribution plan are available to participants in accordance with Internal Revenue
Service guidelines for such plans.

The City recognized pension expense of $312,666 for the fiscal year ended June 30, 2016.

The System issues a publicly available financial report that includes financial statements and required
supplementary information for plans administered by the system. The report may be obtained at
http://www.ersri.org.

Fire Units

At the June 30, 2014 valuation date, the following employees were covered by the benefit terms:

From
Employer Specific
Valuation
Inactive, Nonretired Members 2
Retirees and Beneficiaries 13
Active Members 159
Total 174

Contributions - The amount of employee and employer contributions have been established under Rhode Island
General Law Chapter 45-21. General employees are required to contribute 2% of their salaries. Public safety
employees are required to contribute 10% of their salaries. The City contributes at a rate of covered employee
payroll as determined by an independent actuary on an annual basis. The General Assembly can amend the
amount of these contribution requirements. The City contributed $1,226,727 in the year ended June 30, 2016
which was 10.44% of annual covered payroll.

Net Pension Liability (Asset) - The total pension liability was determined by actuarial valuations performed as

of June 30, 2014 and rolled forward to June 30, 2015, using the following actuarial assumptions, applied to all
periods included in the measurement.
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D. Emplovee Retirement Systems (Continued)

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

Fire Units (Continued)

Summary of Actuarial Assumptions Used in the Valuations to determine the Net Pension Liability at the
June 30, 2015 measurement date (June 30,2014 valuation rolled forward to June 30, 2015)

Actuarial Cost Method Entry Age Normal - the Individual Entry Age Actuarial Cost methodology is used.
Amortization Method Level Percent of Payroll - Closed

Actuarial Assumptions

Investment Rate of Retum 750%
Projected Salary Increases General Enployees - 3.50% to 7.50% ; Police & Fire Employees - 4.00% to 14.00%
Inflation 2.75%

Male employees, MERS General and MERS P&F: 115% of RP-2000 Combined Healthy for Males with
Mortality White Collar adjustments, projected with Scale AA from 2000.

Female Employees, MERS General and MERS P&F: 95% of RP-2000 Combined Healthy for Females

with White Collar adjustments, projected with Scale AA from 2000,

Cost of Living Adjustments A 2% COLA is assumed after January 1, 2014.

The actuarial assumptions used in the June 30, 2014 valuation rolled forward to June 30, 2015 and the
calculation of the total pension liability at June 30, 2014 were consistent with the results of an actuarial
experience study performed as of June 30, 2013.

90



CITY OF CRANSTON, RHODE ISLAND

EXHIBIT K

NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2016

IV. OTHER INFORMATION (CONTINUED)

D.

Employee Retirement Systems (Continued)

2

Municipal Employees’ Retirement System of the State of Rhode Island (“MERS”) (Continued)

Fire Units (Continued)

The long-term expected rate of return best-estimate on pension plan investments was determined by the actuary
using a building-block method. The actuary started by calculating best-estimate future expected real rates of
return (expected returns net of pension plan investment expense and inflation) for each major asset class, based on
a collective summary of capital market expectations from 23 sources. The June 30, 2015 expected arithmetic
returns over the long-term (20 years) by asset class are summarized in the following table:

Long-Term

Target Expected Real

Type of Investment Allocation Rate of Return
Global Equity 38% 7.92%
Private Equity 7% 9.9%%
Equity Hedge Funds 8% 3.98%
Absolute Return Hedge 7% 3.98%
Real Return 11% 3.42%
Real Estate 8% 4.85%
Infrastructure 3% 5.70%
Core Fixed 15% 2.18%
Asset 3% 7.80%

100%

These return assumptions are then weighted by the target asset allocation percentage, factoring in correlation
effects, to develop the overall long-term expected rate of return best-estimate on an arithmetic basis.

Discount rate - The discount rate used to measure the total pension liability of the plans was 7.5 percent. The
projection of cash flows used to determine the discount rate assumed that contributions from plan members will
be made at the current contribution rate and that contributions from the employers will be made at statutorily
required rates, actuarially determined. Based on those assumptions, the pension plan’s fiduciary net position was
projected to be available to make all projected future benefit payments of current plan members. Therefore, the
long-term expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.
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D. Employee Retirement Systems (Continued)

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

Changes in the Net Pension Liability (Asset)

Increase
(Decrease) Net Pension
Total Plan Fiduciary Liability
Pension Liability Net Position (Asset)

Balances as of June 30, 2014 $ 44990,329 $ 51,145,398
Changes for the Year:

Service cost 2,143,259

Interest on the total pension liability 3,436,541

Changes in benefits 1,629,797

Difference between expected and actual

experience (249,261)

Changes in assumptions

Employer contributions 1,226,727

Employee contributions 943,698

Net investment income 1,266,662

Benefit payments, including employee

refunds (482,813) (482,813)

Administrative expense (50,769)

Other changes 830
Net changes 6,477,523 2,904,335
Balances as of June 30, 2015 $ 52,199,926 $ 54,532,546  $ (2,332,620)

Sensitivity of the Net Pension Liability to changes in the discount rate. The following presents the net

pension liability (asset) of the employers calculated using the discount rate of 7.5 percent, as well as what the
employers’ net pension liability (asset) would be if it were calculated using a discount rate that is 1-percentage-
point lower or 1-percentage-point higher than the current rate.

1.00% Decrease
(6.5%)

Current Discount
Rate (7.5%)

1% Increase
(8.5%)

$ 2,611,555 $

(2,581,881) $ (6,830,635)

Pension plan fiduciary net position - detailed information about the pension plan’s fiduciary net position is
available in the separately issued ERSRI financial report.
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D. Employee Retirement Systems (Continued)

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

Fire Units (Continued)

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to

Pensions

For the year ended June 30, 2016 the employer recognized pension expense of $2,153,402. The employer
reported deferred outflows and inflows of resources related to pensions from the following sources:

Deferred Outflows  Deferred Inflows
of Resources of Resources

Contributions subsequent to the measurement date $ 999,841
Difference in Experience $ (224,316)
Difference in Assumptions (533,219)
Excess(deficit) Investment (2,124,886)

Retumns 2,104,525
Total $ 3,104,366 $ (2,882,421)

Amounts reported as deferred outflows and inflows of resources related to pensions will be recognized in pension

expense as follows:

Net Deferred
Outflows (Inflows)
Year Ending June 30, of Resources
2017 $ 734,723
2018 (265,118)
2019 (265,116)
2020 443,179
2021 (82,953)
Thereafter (342,770)
Total $ 221,945

Defined Contribution Plan Description:

Certain employees participating in the defined benefit plan, as described above, may also participate in a defined
contribution plan authorized by General Law Chapter 36-10.3. The defined contribution plan is established under
IRS section 401(a) and is administered by TIAA-CREF. Employees may choose among various investment
options available to plan participants. Employees contribute 3% of their annual covered salary and employers
contribute 3% of annual covered salary. Employee contributions are immediately vested while employer
contributions and any investment earnings thereon are vested after three years of contributory service. Benefit
terms and contributions required under the plan by both the employee and employer are established by the General

Laws, which are subject to amendment by the General Assembly.
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D.

Employee Retirement Systems (Continued)

2.

Municipal Employees’ Retirement System of the State of Rhode Island (“MERS”) (Continued)

Fire Units (Continued)
Defined Contribution Plan Description: (Continued)

Amounts in the defined contribution plan are available to participants in accordance with Internal Revenue
Service guidelines for such plans.

The City recognized pension expense of $332,789 for the fiscal year ended June 30, 2016.
The System issues a publicly available financial report that includes financial statements and required

supplementary information for plans administered by the system. The report may be obtained at
http://www.ersri.org.

Emplovees’ Retirement System of the State of Rhode Island (“ERS”)

Plan Description

Certain employees of the Cranston School District participate in a cost-sharing multiple-employer defined benefit
pension plan - the Employees’ Retirement System plan - administered by the Employees” Retirement System of
the State of Rhode Island (System). Under a cost-sharing plan, pension obligations for employees of all
employers are pooled and plan assets are available to pay the benefits of the employees of any participating
employer providing pension benefits through the plan, regardless of the status of the employers’ payment of its
pension obligation to the plan. The plan provides retirement and disability benefits and death benefits to plan
members and beneficiaries.

The System issues a publicly available financial report that includes financial statements and required
supplementary information for the plans. The report may be obtained at http://www.ersri.org.

Benefit provisions — The level of benefits provided to participants is established by Chapter 36-10 of the General
Laws, which is subject to amendment by the General Assembly. Member benefit provisions vary based on
service credits accumulated at dates specified in various amendments to the General Laws outlining minimum
retirement age, benefit accrual rates and maximum benefit provisions. In general, members accumulate service
credits for each year of service subject to maximum benefit accruals of 80% or 75%. For those hired after June
30, 2012, the benefit accrual rate is 1% per year with a maximum benefit accrual of 40%. Members eligible to
retire at September 30, 2009 may retire with 10 years of service at age 60 or after 28 years of service at any age.
The retirement eligibility age increases proportionately for other members reflecting years of service and other
factors until it aligns with the Social Security Normal Retirement Age, which applies to any member with less
than 5 years of service as of July 1,2012. Members are vested after 5 years of service.
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D.

Employee Retirement Systems (Continued)

3.

Employees’ Retirement System of the State of Rhode Island (“ERS”) (Continued)
Plan Description (Confinued)

The plan provides for survivor’s benefits for service connected death and certain lump sum death benefits. Joint
and survivor benefit provision options are available to members.

Cost of living adjustments are provided but are currently suspended until the collective plans administered by
ERSRI reach a funded status of 80%. Until the plans reach an 80% funded status, interim cost of living
adjustments are provided at four-year intervals commencing with the plan year ending June 30, 2016.

The plan also provides nonservice-connected disability benefits after five years of service and service-connected
disability benefits with no minimum service requirement.

Contributions - The funding policy, as set forth in the General Laws, Section 16-16-22, provides for actuarially
determined periodic contributions to the plan. For fiscal 2015, Cranston School District teachers were required to
contribute 3.75% of their annual covered salary, except for teachers with twenty or more years of service as of
Tune 30, 2012 must contribute 11% of their annual covered salary. The state and the Cranston School District are
required to contribute at an actuarially determined rate, 40% of which is to be paid by the state and the remaining
60% is to be paid by Cranston School Department; the rates were 9.41% and 13.73% of annual covered payroll
for the fiscal year ended June 30, 2016 for the state and Cranston School Department, respectively. The Cranston
School District contributed $8,971,511, $10,096,904 and $9,073,904 for the fiscal years ended June 30, 2016,
2015 and 2014, respectively, equal to 100% of the required contributions for each year.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources

At June 30, 2016, the Cranston School District reported a liability of $124,172,981 for its proportionate share of
the net pension liability that reflected a reduction for contributions made by the state. The amount recogpized by
the Cranston School District as its proportionate share of the net pension liability, the related state support and the
total portion of the net pension liability that was associated with the Cranston School District were as follows:

Cranston School District proprionate share of net

pension liability: $ 124,172,981
State's proportionate share of the net pension liability

associated with the Cranston District 84,831,083
Total net pension liability $ 209,004,064

The net pension liability was measured as of June 30, 2015, the measurement date, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of June 30, 2014 rolled
forward to June 30, 2015. The Cranston School District proportion of the net pension liability was based on a
projection of the Cranston School District long-term share of contributions to the pension plan relative to the
projected contributions of all participating employers and the state, actuarially determined. At June 30, 2015 the
Cranston School District’s proportion was 4.51045621%.
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3. Emplovees’ Retirement System of the State of Rhode Island (“ERS”) (Continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of

Resources (Continued)

For the year ended June 30, 2016 the Cranston School District recognized gross pension expense of $25,386,698
and revenue of $10,300,802 for support provided by the State. At June 30, 2016 the Cranston School District
reported deferred outflows of resources and deferred inflows of resources related to pensions from the following

sources:

Deferred outflows of resources
Contributions subsequent to the measurement date:
Net difference between projected and actual earnings on
pension plan investments:
Total

Deferred inflows ofresources
Difference between expected and actual experience:
Changes of assumptions

Changes in proportion and differences between employer

contributions and proportionate share of contributions:

Net difference between projected and actual
earnings on pension plan investments:
Total
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6,996,541

15,968,052

(808,536)
(3,338,193)

(187,459)

(7,090,216)
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D.

Employee Retirement Systems (Continued)

3. Employees’ Retirement System of the State of Rhode Island (“ERS”) (Continued)

Funding Policy

$8,971,511 reported as deferred outflows of resources related to pensions resulting from the Cranston School
District contributions in fiscal year 2015 subsequent to the measurement date will be recognized as a reduction of
the net pension liability for the year ended June 30, 2016. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions will be recognized in pension expense as follows:

Year Ending June 30,

2017 $ 7,652,702
2018 (1,318,809)
2019 (1,318,809)
2020 1,044,596
2021 (704,539)
Thereafter (811,493)
Total $ 4,543,648

Actuarial Assumptions - the total pension liability was determined using the following actuarial assumptions,
applied to all periods included in the measurement:

Inflation 2.75%
Salary increases 3.50% to 13.50%
Investment rate of return 7.50%

Mortality — male and female teachers: 97% and 92%, respectively of rates in a GRS table based on male and
female teacher experience, projected with Scale AA from 2000.

The actuarial assumptions used in the June 30, 2014 valuation rolled forward to June 30, 2015 and the calculation
of the total pension liability at June 30, 2015 were consistent with the results of an actuarial experience study
performed as of June 30, 2013.
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Ss

Emplovyees’ Retirement System of the State of Rhode Island (“ERS”) (Continued)

Funding Policy (Confinued)

The long-term expected rate of return best-estimate on pension plan investments was determined by the actuary
using a building-block method. The actuary started by calculating best-estimate future expected real rates of
return (expected returns net of pension plan investment expense and inflation) for each major asset class, based on
a collective summary of capital market expectations from 23 sources. The June 30, 2015 expected arithmetic
returns over the long-term (20 years) by asset class are summarized in the following table:

Long-Term

Target Expected Real

Type of Investment Allocation Rate of Return
Global Equity 38% 7.92%
Private Equity 7% 9.99%
Equity Hedge Funds 8% 3.98%
Absolute Return Hedge 7% 3.98%
Real Return 11% 3.42%
Real Estate 8% 4.85%
Infrastructure 3% 5.70%
Core Fixed 15% 2.18%
Asset 3% 7.80%

100%

These return assumptions are then weighted by the target asset allocation percentage, factoring in correlation
effects, to develop the overall medium-term expected rate of return best-estimate on an arithmetic basis.

Discount rate - the discount rate used to measure the total pension liability was 7.5 percent. The projection of
cash flows used to determine the discount rate assumed that contributions from plan members will be made at the
current contribution rate and that contributions from the employers will be made at statutorily required rates,
actuarially determined. Based on those assumptions, the pension plan’s fiduciary net position was projected to be
available to make all projected future benefit payments of current plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.
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3.

Employees’ Retirement System of the State of Rhode Island (“ERS”) (Continued)

Funding Policy (Continued)

Sensitivity of the net pension liability (asset) to changes in the discount rate - the following presents the net
pension liability (asset) calculated using the discount rate of 7.5 percent as well as what the net pension liability
(asset) would be if it were calculated using a discount rate that is 1-percentage-point lower or 1-percentage-point
higher than the current rate.

1.00% Decrease Current Discout 1% Increase
(6.5%) Rate (7.5%) (8.5%)
$ 155,711,920 $ 124,172,981 $ 98,353,895

Pension plan fiduciary net position - detailed information about the pension plan’s fiduciary net position is
available in the separately issued ERSRI financial report.

Defined Contribution Plan Description:

Employees participating in the defined benefit plan with less than 20 years of service as of June 30, 2012, as
described above, also participate in a defined contribution plan authorized by General Law Chapter 36-10.3. The
defined contribution plan is established under IRS section 401(a) and is administered by TIAA-CREF.
Employees may choose among various investment options available to plan participants. Employees contribute
5% of their annual covered salary and employers contribute between 1% and 1.5% of annual covered salary
depending on the employee’s total years of service as of June 30, 2012. Employee contributions are immediately
vested while employer contributions and any investment earnings thereon are vested after three years of
contributory service. Benefit terms and contributions required under the plan by both the employee and employer
are established by the General Laws, which are subject to amendment by the General Assembly.
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Employee Retirement Systems (Continued)

3;

Employees’ Retirement System of the State of Rhode Island (“ERS”) (Continued)

Defined Contribution Plan Description: (Continued)

Amounts in the defined contribution plan are available to participants in accordance with Internal Revenue
Service guidelines for such plans.

The City of Cranston recognized pension expense of $2,037,220 for the fiscal year ended June 30, 2016.
The System issues a publicly available financial report that includes financial statements and required

supplementary information for plans administered by the system. The report may be obtained at
http://www.ersri.org.

Teacher’s Survivors Benefits of the State of Rhode Island (“TSB”)

Plan Description - Certain employees of the Cranston School Department participate in a cost-sharing multiple-
employer defined benefit pension plan - the Teachers’ Survivors Benefit plan - administered by the Employees’
Retirement System of the State of Rhode Island (System). Under a cost-sharing plan, pension obligations for
employees of all employers are pooled and plan assets are available to pay the benefits of the employees of any
participating employer providing pension benefits through the plan, regardless of the status of the employers’
payment of its pension obligation to the plan. The plan provides a survivor benefit to public school teachers in
lieu of Social Security since not all school districts participate in Social Security.

The System issues a publicly available financial report that includes financial statements and required
supplementary information for the plans. The report may be obtained at http://www.ersri.org.

Eligibility and plan benefits - The plan provides a survivor benefit to public school teachers in lieu of Social
Security since not all school districts participate in the plan. Specific eligibility criteria and the amount of the
benefit is subject to the provisions of Chapter 16-16 of the Rhode Island General Laws which are subject to
amendment by the General Assembly. Spouse, parents, family and children’s benefits are payable following the
death of a member. A spouse shall be entitled to benefits upon attaining the age of sixty (60) years. Children’s
benefits are payable to the child, including a stepchild or adopted child of a deceased member if the child is
unmarried and under the age of eighteen (18) years or twenty-three (23) years and a full time student, and was
dependent upon the member at the time of the member’s death. Family benefits are provided if at the time of the
member’s death the surviving spouse has in his or her care a child of the deceased member entitled to child
benefits. Parents benefits are payable to the parent or parents of a deceased member if the member did not leave
a widow, widower, or child who could ever qualify for monthly benefits on the member’s wages and the parent
has reached the age of 60 years, has not remarried, and received support from the member.

In January, a yearly cost-of-living adjustment for spouse’s benefits is paid and based on the annual social security
adjustment.
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D. Employee Retirement Systems (Continued)

4.

Teacher’s Survivors Benefits of the State of Rhode Island (“TSB”) (Continued)

Survivors are eligible for benefits if the member has made contributions for at least six months prior to death or
retirement.

The TSB plan provides benefits based on the highest salary at the time of retirement of the teacher. Benefits are
payable in accordance with the following table:

Basic Monthly
Highest Annual Salary: Spouse’s Benefit:
$17,000 or less $ 750
$17,001 to $25,000 $ 875
$25,001 to $33,000 $ 1,000
$33,001 to $40,000 $ 1,125
$40,001 and over $ 1,250

Benefits payable to children and families are equal to the spousal benefit multiplied by the percentage below:

Two  Three or more Dependent
Children

et sk T Cikl Parent and 2 or  One Child

more Children Alone Children
e —— Alone m Parent
150% 175% 75% 150% 175% 100%

Contributions - The contribution requirements of active employees and the participating school districts were
established under Chapter 16-16 of the Rhode Island General Laws, which may be amended by the General
Assembly. The cost of the benefits provided by the plan are two percent (2%) of the member’s annual salary up
to but not exceeding an annual salary of $9,600; one-half (1/2) of the cost is contributed by the member by
deductions from his or her salary, and the other half (1/2) is contributed and paid by the respective school district
by which the member is employed. These contributions are in addition to the contributions required for regular
pension benefits.

The Cranston School District contributed $100,039, $97,925 and $98,293 for the fiscal years ended June 30,
2016, 2015 and 2014, respectively, equal to 100% of the required contributions for each year.
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Employee Retirement Systems (Continued)

4.

Teacher’s Survivors Benefits of the State of Rhode Island (“TSB”)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources

At June 30, 2016 the Cranston School District reported an asset of $14,863,013 for its proportionate share of the
net pension asset related to its participation in TSB. The net pension asset was measured as of June 30, 2015, the
measurement date, and the total pension liability used to calculate the net pension asset was determined by an
actuarial valuation as of June 30, 2014 rolled forward to June 30, 2015. The Cranston School District proportion
of the net pension asset was based on its share of contributions to the TSB for fiscal year 2015 relative to the total
contributions of all participating employers for that fiscal year. At June 30, 2015 the Cranston School District
proportion was 15.92085818%.

For the year ended June 30, 2016 the Cranston School District recognized pension expense of $919,760 — an
increase in the net pension asset. At June 30, 2016 the Cranston School District reported deferred outflows of
resources and deferred inflows of resources related to pensions from the following sources:

Deferred outflows of resources
Contributions subsequent to the measurement date:  $ 100,039
Difference between expected and actual experience: 3,436,317
Net difference between projected and actual
earnings on pension plan investments: 1,888,578
Changes in proportion and differences between

employer contributions and proportionate share

of contributions: 219,558
Total $ 5,644,492

Deferred inflows ofresources

Net difference between projected and actual
earnings on pension plan investments: $  (1,942,748)
Total $ (1,942,748)

Funding Policy

$100,039 reported as deferred outflows of resources related to pensions resulting from the Cranston School
District contributions in fiscal year 2015 subsequent to the measurement date will be recognized as an addition to
the net pension asset for the year ended June 30, 2016. Other amounts reported as deferred inflows of resources
related to pensions will be recognized in pension expense as follows:

Year Ending June 30,
2017 $ 369,825
2018 269,786
2019 269,786
2020 917,369
2021 445224
Thereafter 1,429,754
Total $ 3,701,744
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4.

Teacher’s Survivors Benefits of the State of Rhode Island (“TSB”)

Funding Policy (Continued)

Actuarial Assumptions - the total pension liability was determined using the following actuarial assumptions,
applied to all periods included in the measurement:

Inflation 2.75%
Salary increases 3.50% to 13.50%
Investment rate of return 7.50%

Mortality rates for male and female teachers were based on 97% (males) and 92% (females) of rates in a GRS
table based on male and female teacher experience, projected with scale AA from 2000.

Cost of living adjustment — eligible survivors receive a yearly cost of living adjustment based on the annual social
security adjustment — for valuation purposes, a 2.75% cost of living adjustment is assumed.

The actuarial assumptions used in the June 30, 2014 valuation rolled forward to June 30, 2015 and the calculation
of the total pension liability at June 30, 2015 were consistent with the results of an actuarial experience study
performed as of June 30, 2013.

The long-term expected rate of return best-estimate on pension plan investments was determined by the actuary
using a building-block method. The actuary started by calculating best-estimate future expected real rates of
return (expected returns net of pension plan investment expense and inflation) for each major asset class, based on
a collective summary of capital market expectations from 23 sources. The June 30, 2015 expected arithmetic
returns over the long-term (20 years) by asset class are summarized in the following table:

Type of Target Long-Term Expected

Investment Allocation Real Rate of Retum
Global Equity 38% 7.92%
Private Equity 7% 9.99%
Equity Hedge funds 8% 3.98%
Absolute return hedge 7% 3.98%
Real Retum 11% 3.42%
Real Estate 8% 4.85%
Infrasturcture 3% 5.70%
Core Fixed 15% 2.18%
Asset 3% 7.80%

100%
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4.

Teacher’s Survivors Benefits of the State of Rhode Island (“TSB”)

Funding Policy (Continued)

These return assumptions are then weighted by the target asset allocation percentage, factoring in correlation
effects, to develop the overall long-term expected rate of return best-estimate on an arithmetic basis.

Discount rate - the discount rate used to measure the total pension liability was 7.5 percent. The projection of
cash flows used to determine the discount rate assumed that contributions from plan members will be made at the
current contribution rate and that contributions from the employers will be made at statutorily required rates,
actuarially determined. Based on those assumptions, the pension plan’s fiduciary net position was projected to be
available to make all projected future benefit payments of current plan members. Therefore, the long-term
expected rate of return on pension plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.

Sensitivity of the net pension liability (asset) fo changes in the discount rate - the following presents the net
pension liability (asset) calculated using the discount rate of 7.5 percent as well as what the net pension lability
(asset) would be if it were calculated using a discount rate that is 1-percentage-point lower or 1-percentage-point
higher than the current rate.

1.00% Decrease (6.5%) Current Discount Rate (7.5%) 1% Increase (8.5%)
$ (11,542,267) $ (14,863,013) $ (17,580,584)

Pension plan fiduciary net position - detailed information about the pension plan’s fiduciary net position is
available in the separately issued ERSRI financial report.

National (Industrial) Pension Plan

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 thereafter 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.
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5. National (Industrial) Pension Plan (Continued)

Funding Policy

Covered employees are not required to contribute to the Plan. For Fiscal Year ended June 30, 2016 the City was
required to contribute $1.70 per hour, and the School Department was required to contribute $.90 per hour for
each hour worked by the employees to the Plan.

Contributions

Contributions for the past three years were as follows:

Fiscal Annual
Year Required Actual Percentage
Ended Contribution Contribution Contribution
City
6/30/2014 $ 209,545 $ 209,545 100%
6/30/2015 $ 238153 $ 238,153 100%
6/30/2016 $ 259,382 $ 259382 100%
School
Department
6/30/2014 $ 93,145 $ 93,145 100%
6/30/2015 $ 115,668 $ 115,668 100%
6/30/2016 $ 124272 $ 124272 100%

6. New England Teamsters & Trucking Industry Pension Plan

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 & Trucking Industry Pension Fund, 1 Wall
Street, Burlington, MA 01803.

Funding Policy

Covered employees are currently not required to contribute to the Plan. For the Fiscal Year ended June 30,
2016, the City was required to contribute $1.25 per hour for each hour worked by the employees to the Plan.
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6. New England Teamsters & Trucking Industry Pension Plan (Continued)
Contributions
Fiscal Annual
Year Required Actual Percentage
Ended Contribution Contribution Contribution
6/30/2014 $ 273,003 $ 273,003 100%
6/30/2015 $ 276354 $ 276354 100%
6/30/2016 $ 296,407 $ 296,407 100%

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

1.

Plan Description

The City maintains and administers a single-employer OPEB 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 OPEB trust fund in the City’s financial statements. As of June 30, 2015,
there are no separate financial statements available for the Public Safety Employees OPEB plan.

Summary of Significant Accounting Policies and Plan Asset Matters

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.

Valuation 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.
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2

3.

Summary of Significant Accounting Policies and Plan Asset Matters (Continued)

Classes of Employees Covered

As of July 1, 2016 (date of the last actuarial valuation) membership data was as follows:

Active employees 334

Inactive employees

Retirees 178

Spouses 139

Retiree (Life only) 166
Total plan members 817

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, Police retirees are entitled to a City paid life insurance benefit of
$17,000 if they retired after July 1, 1982. Firemen retiring after July 1, 1981 are eligible for the $17,000 benefit.
Fire retirees retired between July 1, 2002 and June 30, 2007 are entitled to a City paid life insurance benefit of
$20,000 and if a firemen retirees after July 1, 2007, a $25,000 life insurance benefit is payable. In addition to the
above, firefighters who retire with an occupational injury or illness receive a City paid life insurance benefit of
$50,000 if death occurs within 3 years of his/her retirement date.

4. Annual OPEB 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 to the plan, and changes in the City’s net OPEB obligation.
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E. Other Post-Employment Benefits (OPEB) — Public Safety Employees (Continued)

4. Annual OPEB Cost and Net OPEB Obligation (Continued)

Annual required contribution $ 5,055,716
Interest on net OPEB obligation 170,801
Adjustment to annual required contribution (159,890)
Annual OPEB cost (expense) 5,066,627
Contributions made 4,748,610
Decrease in net OPEB obligation 318,017
Net OPEB obligation - July 1, 2015 2,162,040
Net OPEB obligation - June 30, 2016 $ 2,480,057

The City’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB
obligation for 2016 is as follows:

Fiscal Percentage of
Year Annual . Annual OPEB Net OPEB
Ended OPEB Cost Cost Contributed Asset/(Obligation)
6/30/2014 $ 5,137,893 106% $ (2,514,895)
6/30/2015 $ 4,763,264 107% $ (2,162,040)
6/30/2016 $ 5,066,627 94% $ (2,480,057)

5. Funded Status and Funding Progress

The required supplementary information, which follows the notes to the financial statements, presents multi-
year trend information about whether the actuarial value of plan assets is increasing or decreasing over time
relative to the actuarial accrued liability for benefits. Listed below are the details of the funding progress of
the OPEB — Public Safety Employees with a valuation date of July 1, 2016, which is the most recent report

available.

Actuarial accrued liability (A AL) $ (60,315,913)
Actuarial value of plan assets 4,546,812
Unfunded actuarial accrued liability (UAAL) $ (55,769,101)
Funded ratio (actuarial value of plan assets/AAL) -7.54%
Covered payroll (active plan members) $ 22,996,148
UAAL as a percentage of covered payroll 242.51%
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E. Other Post-Employment Benefits (OPEB) — Public Safety Employees (Continued)

5. Funded Status and Funding Progress (Continued)

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
multiyear trend information about whether the actuarjal value of plan assets is increasing or decreasing over time
relative to the actuarial liabilities for benefits.

6. Actuarial Methods and Assumptions

The accompanying schedules of employer contributions present trend information about the amounts contributed
to the plan 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, 2016 actuarial valuation. Actuarial assumptions
included a 7.5% investment rate of return (net of investment 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 medical and re-insurance inflation are growth of 7.25% for 2016 and declining by
0.25% per year until 5.0% is reached. The 5.0% growth is used on a go-forward basis. The UAAL will be
amortized over a closed thirty year period with 21 years remaining. Amortization amounts are assumed to
increase with overall salary increases of 3.75%. The actuarial assumption for CPI is 3% per year.

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

1.

Plan Description

The City maintains and administers a single-employer OPEB benefit plan that covers all School Department
employees. The plan provides health benefits and dental insurance benefits to eligible retired employees and
their beneficiaries. The plans provisions may be amended by the Cranston School Committee and the
Trustees of the plan. The OPEB activity is accounted for in the School Unrestricted Fund in the City’s
financial statements. As of June 30, 2015, there are no separate, audited GAAP-basis financial statements
available for the Board of Education Employees OPEB plan.
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JUNE 30, 2016

1V. OTHER INFORMATION (CONTINUED)

F. Other Post-Emplovment Benefits (OPEB) — School Department Emplovees

2.

Summary of Significant Accounting Policies and Plan Asset Matters

Basis of Accounting

The OPEB activity is accounted for 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. Administrative costs are generally financed through the School
Unrestricted Fund.

Valuation of Investinent

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 Employees Covered

As of July 1, 2016 (date of the last actuarial valuation) membership data was as follows:

Active employees 1,043
Inactive employees -

Retirees 83

Total plan members 1,126

Funding Policy

The School Department has not yet established a Trust to pre-fund OPEB liabilities. The amounts due for
these benefits are funded on a pay-as-you-go basis. The School Department pays 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) for the retirement period September 1, 2005 and August 31, 2009. Teachers retiring
between September 1, 2009 and August 31, 2011 are responsible for a 15% cost share of their benefits.
Teachers retiring on or after September 1, 2011 are responsible for a 20% cost share of their benefits.

Administrators retiring prior to July, 2005 have no cost share. Administrators retiring between July 1, 2005
and June 30, 2008 are responsible for a 10% cost share of their benefits. Administrators retiring between July
1, 2008 and June 30, 2010 are responsible for a 20% cost share of their benefits. Administrators retiring
between July 1, 2010 and June 30, 2011 are responsible for a 22% cost share of benefits. Administrators retiring
on or after July 1, 2010 are responsible for a 25% cost share of their benefits. No benefits are paid for
employees retiring prior to 1988.
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JUNE 30, 2016

EXHIBIT K

1V. OTHER INFORMATION (CONTINUED)

F. Other Post-Employment Benefits (OPEB) — School Department Employees (Continued)
3. Funding Policy (Continued)
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, 2016 were $344,744.
4. Annual OPEB Cost and Net OPEB Obligation
The Board of Education’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.
Total School Charter
Annual required contribution $1,492,569 $1,466,058 $26,511
Interest on net OPEB obligation 218,759 214,873 3,886
Amortization (400,133) (393,026) (7,107)
Annual OPEB cost (expense) 1,311,195 1,287,905 23,290
Contributions made 344,774 338,650 6,124
Increase in net OPEB obligation 966,421 949,255 17,166
Net OPEB obligation - 7/1/15 6,250,243 6,173,889 76,354
Net OPEB obligation - 6/30/16 $7,216,664 $7,123,144 $93,520

The City’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB

obligation for 2016 is as follows:

Fiscal Percentage of

Year Annual Annual OPEB Net OPEB

Ended OPEB Cost Cost Contributed Asset/(Obligation)
6/30/2014 $ 1,158,523 74% 3 5,550,897
6/30/2015 $ 1,146,559 38% $ 6,250,243
6/30/2016 $ 1,311,195 26% b 7,216,664
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V. OTHER INFORMATION (CONTINUED)

F.

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

5.

Funded Status and Funding Progress

The required supplementary information, which follows the notes to the financial statements presents multi-year
trend information about whether the actuarial value of plan assets is increasing or decreasing overtime relative to
the actuarial accrued liability for benefits. Listed below are the details of the funding progress of the OPEB —
Board of Education Employees with a valuation date of July 1, 2016, which is the most recent report available.

Actuarial accrued Liability (AAL) $ (12,118,108)
Actuarial value of plan assets 517,877
Unfunded actuarial accrued liability (UA AL) $ (11,600,231)
Funded ratio (actuarial value of plan assets/AAL) -4.27%
Covered payroll (active plan members) $ 79,517,965
UAAL as a percentage of covered payroll -14.59%

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
multiyear trend information about whether the actuarial value of plan assets is increasing or decreasing over time
relative to the actuarial liabilities for benefits.

Actuarial Methods and Assumptions

The accompanying schedules of employer contributions present trend information about the amounts contributed
to the plan 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 June 30, 2013 actuarial valuation. Actuarial assumptions
included a 3.50% 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 medical and re-insurance inflation are growth of 7.25% for 2016 and declining by 0.25% per year until 5.0%
is reached. The 5.0% growth is used on a go-forward basis. The UAAL will be amortized over a closed twenty
six year period. The actuarial assumption for dental inflation is 5% per year and the assumption used for CPI is
3% per year.
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V. OTHER INFORMATION (CONTINUED)

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

6. Actuarial Methods and Assumptions (Continued)

Per capita costs are adjusted to reflect the relative cost of health coverage based on a retiree’s age and sex.
Representative relative values, relative to a male aged 65 are presented in the table below:

Age Male Female
25 0.145 0.298
30 0.180 0.425
35 0.225 0.463
40 0.284 0.464
45 0.352 0.491
50 0.460 0.572
55 0.604 0.667
60 0.778 0.778
65 1.000 0.911

The age/sex health care cost relativities implemented in this valuation reflect associated differences in medical
costs are based on data from the recent study, “Health Care Costs — From Birth to Death” prepared by the actuary.

G. City of Cranston Defined Contribution Plan

1. Plan Description

The Plan name is “ City of Cranston Defined Contribution Plan , ID # is 05-6000110, Determination Letter
Form 5300 is filed with IRS, and ING Specimen Adoption Agreement for 401 A Defined Contribution Plan.
Defined Contribution Plan for the Teamsters Bargaining Union where the employee and the employer contribute
3% of earnings all stated in Form 5300 and the ING Plan Document. Plan based on approved enabling legislation
presented in January 2010 and approved in that session. Total employer contributions made to the plan during
June 30, 2016 were $41,954. Total employee contributions made to the plan during June 30, 2016 were $41,954.
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IV.

OTHER INFORMATION (CONTINUED)

H.

School Department Defined Contribution Plan

1. Plan Description

The Plan name is “Cranston Public Schools 401(a) Retirement Plan”. ID # is 801343, effective July 1, 2012.
Defined Contribution Plan for the Local Rhode Island 153 Bargaining Union where the employee and employer
contribute 3% of earnings all stated in the Security Benefit Plan Document. Total employer contributions made to
the plan during the fiscal year ending June 30, 2016 was $15,357. Total employee contributions made to the plan
during the fiscal year ending June 30, 2016 was $15,357.

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 $6,859,907.

Restatement
The Government-wide financial statements were restated for an overstatement of property tax revenue in the fiscal

year ending June 30, 2015. The restatement was in the amount of $8,019,155 which affected property tax revenue
and deferred revenue.
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CITY OF CRANSTON, RHODE ISLAND

REQUIRED SUPPLEMENTARY INFORMATION

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE-BUDGETARY BASIS

BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2016

RSI-1

ORIGINAL FINAL FAVORABLE /
BUDGET BUDGET ACTUAL (UNFAVORABLE)
REVENUES:
General property taxes $ 184,313,794 $ 184,313,794 $ 184,814,710 $ 500,916
Intergovernmental 15,837,979 15,837,979 13,375,262 (2,462,717)
Charges for Services:
Licenses and Permits. ......o..occvecomiiicimuirmiuinnenanenns 3,069,286 3,069,286 3,000,261 (69,025)
Fines and forfeitures 1,675,000 1,675,000 1,511,019 (163,981)
Depar l....... 7,161,672 7,161,672 8,200,078 1,038,406
Investment income 75,000 75,000 116,870 41,870
52,998,677 52,866,399 52,866,399 -
2,171,450 2,171,450 1,336,915 (834,535)
TOTALREVENUES.......cmcmeecccsssosansaaissssssssssanssssssssasssinssssoats shmermos: 267,302,858 267,170,580 265,221,514 (1,949,066)
EXPENDITURES:
Current:
Executive............. SRR SR 533,521 533,521 512,361 21,160
City Council.. 283,468 283,468 229,610 53,858
Law..... 480,500 480,500 697,974 (217,474)
Personnel. 50,600 50,600 53,608 (3,008)
City Clerk... 1,170,626 1,170,626 1,161,637 8,989
Probate Court 19,339 19,339 19,334 5
Municipal Court... 236,197 236,197 312,503 (76,306)
Board of Canvassers.... 230,461 230,461 219,602 10,859
City P} 0 it e e e s m e S T S S S ek 1,265,400 1,265,400 410,788 854,612
E ic Develop et S A S B i 173,896 173,896 156,432 17,464
TRSPECHIOMS. ..o vveeetcniierene e i viaeionererastenssetanseatraasesaeseneenrnanans 915,474 915,474 892,514 22,960
Finance... = R 4,369,709 4,369,709 4,275,469 94,240
Bl s St e 30,149,941 30,149,941 29,037,547 1,112,394
Rescue Fund.. 2,173,000 2,173,000 1,234,833 938,167
21,301,755 21,301,755 22,558,069 (1,256,314)
Long-Term Debt... 24,946,920 24,946,920 24,946,920 -
Public works....... 15,168,618 15,168,618 15,555,096 (386,478)
Parks and recreation. 2,369,899 2,369,899 2,518,976 (149,077)
Public BDrarmes. ......oououvremiciimci e riirs et en e can s e eae 3,150,510 3,150,510 3,150,510 -
SeniOr SEIVICES. . .euvnreeemereearnaeerreeennrennns 3,021,001 3,021,001 2,786,823 234,178
Municipal Debt...... 10,384,735 10,384,735 9,971,826 412,909
Education 144,681,329 144,549,051 144,549,051 -
Community Grants. . 156,000 156,000 156,000 -
Boards and Commissions................ 19,189 19,189 17,782 1,407
Harbor Master............. 5,770 5,770 10,267 (4,497)
Transfers to Other Funds. - - 17,889 (17.889)
TOTAL EXPENDITURES.. ...ttt mcencenenaresacnesnan. 267,257,858 267,125,580 265,453,421 1,672,159
EXCESS (DEFICIENCY) OF BUDGETED REVENUES OVER EXPENDITURE, 45,000 45,000 (231,907) {276,907)
NET CHANGE IN FUND BALANCE.........ccooouuiiiiiiiiiiiinienicnieceniceaneennen $ 45,000 $ 45,000 (231,907) $ (276,907)
FUND BALANCE = JULY 1, 2015....ccutiiiiniiimiaiieniimecee e ieneaisae s aanes 20,367,796

EUND BALANGCE'- JUNE!30, 2016.. .cosmumusunsesesserssssussnusosnsssssssnesssuusonnsess
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RSI-2
CITY OF CRANSTON, RHODE ISLAND

REQUIRED SUPPLEMENTARY INFORMATION

SPECIAL REVENUE FUND - SCHOOL UNRESTRICTED
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE-BUDGETARY BASIS
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2016

ORIGINAL FINAL FAVORABLE /
BUDGET BUDGET ACTUAL (UNFAVORABLE)
REVENUES:
State aid... $ 50,237,971 $ 50,092,808 $ 50,092,808 $ -
Federal through State... I - — 1,200,000 1,200,000 1,447,994 247,994
T O et wkiomss st e e e e e e ey e e gasioaein 1,120,000 1,120,000 917,327 (202,673)
stccllaneous.............. 879,314 879,314 466,964 (412,350)
TORATLREVENUES. .. ... «copeoeima i s opmmeremermomt Ao amerst, e 558 S8 2% Sfemen 53,437,285 53,292,122 52,925,093 (367,029)
EXPENDITURES:
SAlANES v . 2 5 e e e 89,352,015 88,416,922 88,596,847 (179,925)
Employee beneﬁts . 34,524,445 34,721,590 32,835,414 1,886,176
Purchased services... ... .. 15,695,683 15,402,133 15,705,393 (303,260)
Supplies and materials... 4,430,967 4,431,543 4,523,730 (92,187)
Capital outlay............ .. 1,639,376 1,939,376 2,464,601 (525,225)
(L e S e (522,549) 63,210 74,217 (11,007)
TOTALEXPENDITURES. . 5. zormorermmmmts e soes efoss daeiss 145,119,937 144,974,774 144,200,202 774,572
EXCESS (DEFICIENCY) OF REVENUES OVER EXPENDITURES... (91,682,652) (91,682,652) (91,275,109) 407,543
OTHER FINANCING SOURCES:
Transfers in City of Cranston... - o T8 P 91,682,652 91,682,652 91,682,652 -
Transfers in City of Cranston - mlddle school sports S 426,723 426,723
Transfers out to capital reserve.. (500,000) (500,000)
91,682,652 91,682,652 91,609,375 (73,277)
NET CHANGE IN FUND BALANCE... ...... oo - $ - 3 - 334,266 $ 334,266
FUND BALANCE - JULY 1,2015. .. ittt it e e 2,052,077
FUND BALANCE - JUNE 30,2016... ... c0oco ot et e e e $ 2,386,343
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CITY OF CRANSTON, RHODE ISLAND

RSI-3
REQUIRED SUPPLEMENTARY INFORMATION
(10f2)
OTHER POST EMPLOYMENT BENEFITS PLAN
SCHEDULE OF FUNDING PROGRESS
PUBLIC SAFETY OPEB TRUST PLAN
A B (A-B) (A/B) G [(B-A)/C]
ACTUARIALLY
ACTUARIAL ACCRUED OVER OVER/UNDER
VALUATION ACTUARIAL LIABILITY (AAL) (UNDER) FUNDED FUNDED AAL AS
DATE VALUE OF PROJECTED UNIT FUNDED AAL COVERED A PERCENTAGE OF
JULYI, ASSETS CREDIT AAL RATIO PAYROLL COVERED PAYROL

2007 127,670 $ 47,222,807 $ 47,095,137 0.3% N/A N/A
2008 505,545 $ 52,191,492 $ 51,685,947 1.0% N/A N/A
2009 397,327 $ 50,533,441 $ 50,136,114 0.8% 4,638,936 1080.77%
2010 450,533 $ 50,765,110 $ 50,314,577 0.9% 4,099,268 1227.40%
2011 114,890 $ 52,934,184 $ 52,819,294 0.2% 19,993,085 264.19%
2012 255,153 $ 63,353,593 $ 63,098,440 0.4% 20,471,562 308.22%
2013 1,089,925 $ 60,059,536 $ 58,969,611 1.8% 21,576,605 273.30%
2014 2,918,296 $ 56,842,245 $ 53,923,949 5.1% 21,982,918 245.30%
2015 4,060,566 9 59,893,710 $  55833,144 6.8% 21,573,372 258.81%
2016 4,546,812 $ 60,315,913 $ 55,769,101 7.5% 22,996,148 242.51%
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CITY OF CRANSTON, RIHODE ISLAND

RSI-3
REQUIRED SUPPLEMENTARY INFORMATION
(2 0f 2)
OTHER POST EMPLOYMENT BENEFITS PLAN
SCHEDULE OF FUNDING PROGRESS

DEPARTMENT OF EDUCATION OPEB PLAN

A B (A-B) (A/B) C [(A-B)/C]
ACTUARIALLY
ACTUARIAL ACCRUED OVER OVER/UNDER
VALUATION ACTUARIAL LIABILITY (AAL) (UNDER) FUNDED FUNDED AAL AS
DATE VALUE OF PROJECTED UNIT FUNDED AAL COVERED A PERCENTAGE OF
JULYI, ASSETS CREDIT AAL RATIO PAYROLL COVERED PAYROLL

2007 0 $ 25,950,366 $  (25,950,366) 0.0% 68,573,674 -37.84%
2008 $ - $ 35,821,039 $ (35,821,039) 0.0% 69,144,049 -51.81%
2009 $ - $ 31,160,310 $ (31,160,310) 0.0% 70,733,606 -44.05%
2010 $ - $ 26,766,553 $  (26,766,553) 0.0% 72,135,074 -37.11%
2011 $ - $ 26,287,884 $  (26,287,884) 0.0% 73,686,949 -35.68%
2012 $ - $ 13,581,115 $ (13,581,115) 0.0% 88,453,767 -15.35%
2013 $ $ 11,653,717 $  (11,653,717) 0.0% 85,987,558 -13.55%
2014 $ - $ 13,331,812 $  (13,331,812) 0.0% 77,648,987 -17.17%
2015 $ = 3 13,331,812 $ (13,331,812) 0.0% 77,648,987 -17.17%
2016 $ 517,877 $ 12,118,108 $  (11,600,231) 4.3% 79,517,965 -14.59%

118



CITY OF CRANSTON, RHODEISLAND

REQUIRED SUPPLEMENTARY INFORMATION L
OTHER POST EMPLOYMENT BENEFITS PLAN
SCHEDULE OF EMPLOYER CONTRIBUTIONS
PUBLIC SAFETY OPEB TRUST PLAN
ANNUAL
YEAR REQUIRED % OF
ENDED CONTRIBUTION ACTUAL ARC
JUNE 30, (ARC) CONTRIBUTION CONTRIBUTED
2007 3 3,515,765 $ 3,692,176 105%
2008 $ 3,606,418 $ 3,700,648 103%
2009 $ 4,047,835 $ 3,273,843 81%
2010 5 4,092,301 $ 3,649,942 89%
2011 $ 4,089,059 3 3,500,000 86%
2012 $ 4,405,694 $ 4,420,103 100%
2013 3 5,412,191 $ 4,405,694 81%
2014 3 5,116,119 $ 5,412,191 106%
2015 3 4,748,610 $ 5,116,119 108%
2016 3 5,055,716 $ 4,748,610 94%
DEPARTMENT OF EDUCATION OPEB PLAN
ANNUAL
YEAR REQUIRED % OF
ENDED CONTRIBUTION ACTUAL ARC
JUNE 30, (ARC) CONTRIBUTION CONTRIBUTED
2008 $ 2,548,187 $ 2,122,221 83%
2009 3 3,504,375 $ 2,288,090 65%
2010 $ 3,119,950 $ 2,002,019 64%
2011 $ 2,837,968 $ 1,670,995 59%
2012 $ 2,858,098 3 1,377,509 48%
2013 $ 1,270,797 5 1,243,673 98%
2014 $ 1,293,254 5 855,388 66%
2015 3 1,391,038 $ 447,213 32%
2016 $ 1,492,569 3 344,774 23%

119



CITY OF CRANSTON, RHODE ISLAND
RSI-5
REQUIRED SUPPLEMENTARY INFORMATION

MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM - CITY
SCHEDULE OF CHANGES IN THE CITY OF CRANSTON'S NET PENSION
LIABILITY AND RELATED RATIOS

Year Ended June Year Ended June 30,

30, 2015 2014
A. Total pension liability
1. Service Cost $ 2,346,927 $ 2,376,369
2. Interest on the Total Pension Liability 9,977,843 9,687,460
3. Changes of benefit terms 2,581,501 -
4. Difference between expected and actual experience - -
of the Total Pension Liability
5. Changes of assumptions (2,865,321) 233,636
6. Benefit payments, including refunds
of employee contributions (8,291,699) (8,530,234)
7. Net change in total pension Liability 3,749,251 3,761,231
8. Total pension liability — beginning 136,010,293 132,243,062
9. Total pension liability — ending (a) $ 139,759,544 $ 136,010,293
B. Plan fiduciary net position
1. Contributions — employer $ 2,479,865 $ 2,276,531
2. Contributions — employee 488,592 478,002
3. Net investment income 3,119,891 18,017,830
4. Benefit payments, including refunds of employee contributions (8,291,699) (8,530,234)
5. Pension Plan Administrative Expense (124,435) (112,827)
6. Other 176,372 7,388
7. Net change in plan fiduciary net position (2,151,414) 12,136,690
8. Plan fiduciary net position — beginning 135,280,321 123,143,631
9. Plan fiduciary net position — ending (b) $ 133,128,907 $ 135,280,321
C. Net pension liability - ending (a) - (b) $ 6,630,637 $ 729,972
D. Plan fiduciary net position as a percentage of the total
pension liability 95.26% 99.46%
E. Covered employee payroll $ 24,170,205 $ 23,528,405
F. Net pension liability as a percentage of covered payroll 27.43% 3.10%

1.) Schedule is intended to show information for 10 years - additional years
will be displayed as they become available.
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CITY OF CRANSTON, RHODE ISLAND

RSI-5
REQUIRED SUPPLEMENTARY INFORMATION
(2 of 6)
MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM - POLICE
SCHEDULE OF CHANGES IN THE CITY OF CRANSTON'S NET PENSION
LIABILITY AND RELATED RATIOS
Year Ended June 30, Year Ended June
2015 30, 2014
A. Total pension liability
1. Service Cost $ 1,375,751 $ 1,316,743
2. Interest on the Total Pension Liability 2,278,196 2,112,199
3. Changes of benefit terms 2,566,626 -
4. Difference between expected and actual experience
of the Total Pension Liability 386,791 -
5. Changes of assumptions - (648,637)
6. Benefit payments, including refunds (598,672) (594,343)
of employee contributions
7. Net change in total pension liability 6,008,692 2,185,962
8. Total pension liability — beginning 29,987,413 27,801,451
9. Total pension liability — ending (a) $ 35,996,105 $ 29,987,413
B. Plan fiduciary net position
1. Contributions — employer 857,531 687,959
2. Contributions — employee 641,751 619,646
3. Net investment income 763,454 4,119,654
4. Benefit payments, including refunds of employee contributions (598,672) (594,343)
5. Pension Plan Administrative Expense (30,599) (25,797)
6. Other 13,001 -
7. Net change in plan fiduciary net position 1,646,466 4,807,119
8. Plan fiduciary net position — beginning 30,930,926 26,123,807
9. Plan fiduciary net position — ending (b) $ 32,577,392 $ 30,930,926
C. Net pension asset - ending (a) - (b) $ 3,418,713 $ (943,513)
D. Plan fiduciary net position as a percentage of the total pension liability 90.50% 103.15%
E. Covered employee payroll $ 8,021,870 $ 7,745,546
F. Net pension liability as a percentage of covered payroll 42.62% -12.18%

1.) Schedule is intended to show information for 10 years - additional years will be
displayed as they become available.
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CITY OF CRANSTON, RHODE ISLAND

RSI-5
REQUIRED SUPPLEMENTARY INFORMATION
(3 of 6)
MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM - FIRE
SCHEDULE OF CHANGES IN THE CITY OF CRANSTON'S NET PENSION
LIABILITY AND RELATED RATIOS
Year Ended June Year Ended June
30,2015 30,2014
A. Total pension liability
1. Service Cost $ 2,143,259 $ 2,109,017
2. Interest on the Total Pension Liability 3,436,541 3,126,099
3. Changes of benefit terms 1,629,797 -
4. Difference between expected and actual experience
of the Total Pension Liability (249,261) -
5. Changes of assumptions (649,235)
6. Benefit payments, including refunds (428,813) (444,721)
of employee contributions
7. Net change in total pension liability 6,477,523 4,141,160
8. Total pension liability — beginning 44,990,329 40,849,169
9. Total pension liability — ending (a) $ 51,467,852 $ 44,990,329
B. Plan fiduciary net position
1. Contributions — employer $ 1,226,727 $ 1,006,080
2. Contributions — employee 943,698 933,528
3. Net investment income 1,266,662 6,811,997
4. Benefit payments, including refunds of employee contributions (482,813) (444,721)
5. Pension Plan Administrative Expense (50,779) (42,657)
6. Other 830 727
7. Net change in plan fiduciary net position 2,904,325 8,264,954
8. Plan fiduciary net position — beginning 51,145,398 42,880,444
9. Plan fiduciary net position — ending (b) $ 54,049,723 $ 51,145,398
C. Net pension asset - ending (a) - (b) $ (2,581,871) $ (6,155,069)
D. Plan fiduciary net position as a percentage of the total pension liability 105.02% 113.68%
E. Covered employee payroll $ 11,750,323 $ 11,626,334
F. Net pension liability as a percentage of covered payroll -21.97% -52.94%

1.) Schedule is intended to show information for 10 years - additional years will be
displayed as they become available.
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CITY OF CRANSTON, RHODE ISLAND

RSI-5
REQUIRED SUPPLEMENTARY INFORMATION
(4 of 6)
EMPLOYEES' RETIREMENT SYSTEM COST- SHARING PLAN
SCHEDULE OF CRANSTON'S PROPORTIONATE SHARE OF THE
NET PENSION LIABILITY
2016 2015
Employer's proportion of the net pension liability 4.51045621% 4.51838480%
Employer's proportionate share of the net pension liability $ 124,172,981 $ 109,977,503
State's proportionate share of the net pension liability associated with the school district 84,831,083 75,416,640
Total $ 209,004,064 $ 185,394,143
Employer's covered employee payroll $ 65,342,396 $ 75,293,840
Employer's proportionate share of the net pension liability
as a percentage of its covered employee payroll 190.03% 146.06%
Plan fiduciary net position as a percentage of the total pension liability 57.55% 61.40%

Notes:

1.) The amounts presented for each fiscal year were determined as of 6/30 measurement date prior to the fiscal year-end.

2.) Schedule is intended to show information for 10 years - additional years will be displayed as they become available.
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CITY OF CRANSTON, RHODE ISLAND

RSI-5
REQUIRED SUPPLEMENTARY INFORMATION
(5 of 6)
TEACHERS' SURVIVORS BENEFIT COST- SHARING PLAN
SCHEDULE OF CRANSTON'S PROPORTIONATE SHARE OF THE
NET PENSION LIABILITY (ASSET)
2016 2015
Employer's proportion of the net pension asset
15.92% 16.15%
Employer's proportionate share of the net pension asset
3 (14,863,013) $ (20,076,310)
Employer's covered employee payroll
$ 65,342,396 $ 75,293,840
Employer's proportionate share of the net pension asset
as a percentage of its covered employee payroll
-22.75% -26.66%
Plan fiduciary net position as a percentage of the total pension liability
146.60% 173.30%

Noftes:
1.) The amounts presented for each fiscal year were determined as of 6/30
measurement date prior to the fiscal year-end.

2.) Schedule is intended to show information for 10 years - additional years
will be displayed as they become available.
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CITY OF CRANSTON, RHODFE ISLAND

RSI-5
REQUIRED SUPPLEMENTARY INFORMATION
(6 of 6)
CRANSTON RETIREMENT SYSTEM - POLICE AND FIRE PENSION
SCHEDULE OF CHANGES IN THE CITY OF CRANSTON'S NET PENSION
LIABILITY AND RELATED RATIOS
Year Ended June Year Ended June 30,
30, 2015 2014
A. Total pension liability
1. Service Cost $ 696,010 $ 802,841
2. Interest on the Total Pension Liability 22,826,090 22,844,850
3. Changes of benefit terms = =
4. Difference between Expected and Actual Liability Experience (2,386,467) -
5. Changes of assumptions (8,277,796) -
6. Benefit payments (24,067,694) (23,747,994)
7. Net change in total pension liability (11,209.857) (100,303)
8. Total pension liability — beginning 324,937,270 325,037,573
9. Total pension lability — ending (a) $ 313,727,413 $ 324,937,270
B. Plan fiduciary net position
1. Contributions - employer 21,994,344 S 21,994,344
2. Contributions — employee 336,937 368,575
3. Net investment income 2,983,286 9,690,430
4. Benefit payments, including refunds of employee contributions (24,067,694) (23,747,994)
5. Pension Plan Administrative Expense (451,177) (629,880)
6. Other 429,963 381,765
7. Net change in plan fiduciary net position 1,225,659 8,057,240
8. Plan fiduciary net position — beginning 66,642,298 58,585,058
9. Plan fiduciary net position — ending (b) $ 67,867,957 S 66,642,298
C. Net pension liability - ending (a) - (b) 245,859,456 258,294,972
D. Plan fiduciary net position as a percentage of the total pension liability 21.63% 20.51%
E. Covered employee payroll $ 2,940,734 $ 2,905,865
F. Net pension liability as a percentage of covered payroll 8360.48% 8888.75%

1.) Schedule is intended to show information for 10 years - additional years will be
displayed as they become available.

2.) No benefit changes
3.) Changes of assumpations include:

The assumptions used in the valuation were based upon the recommendations from the August 25, 2015
experience report.

- For port-retirement mortality, the tables were changed as follows: For males, reflect 115% of the RP-2000 Combined Healthy for Males
mortality table with White Collar adjustments, projected generationally with Scale AA from 2000 for healthy retirees and beneficiaries..
For females, reflect 95% of the RP-2000 Combined Healthy for Females mortality table with White Collar adjustments, projected

generationally with Scale AA from 2000 for healthy retirees and beneficiaries.
- Increase the overall interest rate from 7.50% to 7.90%

- The Discount Rate was changed from 7.29% at June 30, 2014 to 7.74% at June 30, 2015 to reflect the change in the expected rate of

return on plan assets and the Municipal Bond Rate of 3.73% at that date as noted above.
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CITY OF CRANSTON. RHODE ISLAND

REQUIRED SUPPLEMENTARY INFORMATION Ve
MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM - CITY
SCHEDULE OF CITY OF CRANSTON'S CONTRIBUTIONS
2016 2015

Actuarially determined contribution 2,182,984 2,461,428
Contributions in relation to the actuarially determined contribution 2,182,984 2,461,428
Contribution deficiency (excess) - -
Covered-employee payroil 24,170,205 23,528,405
Contributions as a percentage of covered-employee payroll 9.03% 10.46%

Notes:

1.) Employers participating in the Municipal Employee's Retirement System
are required by RI General Laws, Section 45-21-42, to contribute an

actuarially determined contribution rate each year.

2.) Schedule is intended to show information for 10 years - additional years

will be displayed as they become available.
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CITY OF CRANSTON, RHODE ISLAND

RSI-6
REQUIRED SUPPLEMENTARY INFORMATION
(2 of 6)
MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM - POLICE
SCHEDULE OF CITY OF CRANSTON'S CONTRIBUTIONS
2016 2015

Actuarially determined contribution $ 1,114,188 $ 825,550
Contributions in relation to the actuarially determined contribution 1,114,188 825,550
Contribution deficiency (excess) $ - $ -
Covered-employee payroll $ 8,021,870 $ 7,745,546
Contributions as a percentage of covered-employee payroll 13.89% 10.66%
Notes:

1.) Employers participating in the Municipal Employee's Retirement System are
required by RI General Laws, Section 45-21-42, to contribute an actuarially
determined contribution rate each year.

2.) Schedule is intended to show information for 10 years - additional years
will be displayed as they become available.
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ITY OF T RHODE ISLAND

RSI-6
REQUIRED SUPPLEMENTARY INFORMATION
(3 0of6)
MUNICIPAL EMPLOYEES' RETIREMENT SYSTEM - FIRE
SCHEDULE OF CITY OF CRANSTON'S CONTRIBUTIONS
2016 2015
Actuarially determined contribution $ 999,841 $ 1,181,419
Contributions in relation to the actuarially determined contribution 999,841 1,181,419
Contribution deficiency (excess) $ - $ =
Covered-employee payroll $ 11,750,323 $11,626,334
Contributions as a percentage of covered-employee payroll 8.51% 10.16%
Notes:

1.) Employers participating in the Municipal Employee's Retirement System
are required by RI General Laws, Section 45-21-42, to contribute an
actuarially determined contribution rate each year.

2.) Schedule is intended to show information for 10 years - additional years
will be displayed as they become available.
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ITY OF DE

RSI-6
REQUIRED SUPPLEMENTARY INFORMATION
(4 of 6)
EMPLOYEES' RETIREMENT SYSTEM COST-SHARING PLAN
SCHEDULE OF CITY OF CRANSTON'S CONTRIBUTIONS
2016 2015

Actuarially determined contribution $ 8,971,511 $ 10,096,904
Contributions in relation to the actuarially determined contribution 8,971,511 10,096,904
Contribution deficiency (excess) $ - $ -
Covered-employee payroll $ 65,343,396 $ 75,293,840
Contributions as a percentage of covered- employee payroll 13.73% 13.41%
Notes:

1.) Employers participating in the State Employee’s Retirement System are required by Rl
General Laws, Section 36-10-2, to contribute an actuarially determined contribution rate each
year.

2.) Schedule is intended to show information for 10 years - additional years will be displayed as
they become available.
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CITY OF CRANSTON, RHODE ISLAND

RSI-6
REQUIRED SUPPLEMENTARY INFORMATION
(5 of 6)
TEACHERS' SURVIVORS BENEFIT COST-SHARING PLAN
SCHEDULE OF CITY OF CRANSTON'S CONTRIBUTIONS
2016 2015
Statutorily determined contribution $ 100,039 $ 97,925
Contributions in relation to the statutorily
determined contribution 100,039 97,925
Contribution deficiency (excess) $ - $ -
Covered-employee payroll $ 65,343,396 $ 75,293,840
Contributions as a percentage of covered-
employee payroll 0.15% 0.13%

Notes:
1.) Employers participating in the Teachers' Survivor's Benefit Plan contribute at a rate established
by the RI General Laws, Section 16-16-35.

2.) Schedule is intended to show information for 10 years - additional years will be displayed as they
become available.
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CITY OF CRANSTON, RHODE ISLAND

RSI-6
REQUIRED SUPPLEMENTARY INFORMATION
(6 of 6)
TEACHERS' SURVIVORS BENEFIT COST-SHARING PLAN
SCHEDULE OF CITY OF CRANSTON'S CONTRIBUTIONS
2016 2015 2014
Actuarially determined contribution $21,316,456 $21,353,591 $ 21,006,057
Contributions in relation to the actuarially determined contribution 21,316,456 22,376,110 22,376,109

Contribution deficiency (excess)
Covered-employee payroll
Contributions as a percentage of covered-employee payroll

Notes:

$ (1,022,519)

$ (1,370,052)

$ 2,663,974

800%

1.) Employers participating in the State Employee's Retirement System are required by RI
General Laws, Section 36-10-2, to contribute an actuarially determined contribution rate each

year.

2.) Schedule is intended to show information for 10 years - additional years will be displayed

as they become available.

3.) Actuarially determined contribution rates are caluclated as of July 1, in the following
fiscal year in which contributions are reported. That is, the contribution calculated as of July

1, 2015 will be made during the fiscal year ending June 30, 2017.
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CITY OF CRANSTON, RHODE ISLAND

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2016

RSI-7

GASB68

Municipal Employees’ Retirement System

Notes to Schedule

Actuarial cost method
Amortization method

Remaining amortization period

Inflation
Salary Increases

Investment rate of return
Retirement age

Mortality

Entry age normal-the Individual Entry Age Actuarial Cost
methodology is used.
Level percentage of payroll, closed

20 years

2.75%

General Employees - 3.50% to 7.50%

Police & Fire Employees - 4.00% to 14.00%
7.50%

Varies depending on Years of Service and Age

Male Employees, MERS General and MERS P&F: 115% of RP-
2000 Combined Healthy for Males with White Collar
adjustments, projected with Scale AA from 2000.

Female Employees, MERS General and MERS P&F: 95% of RP-
2000 Combined Healthy for Females with White Collar
adjustments, projected with Scale AA from 2000.

Employees’ Retirement System

Notes to Schedule
Actuarial cost method Entry age normal-the individual entry age actuarial cost methodology
Amortization method Level percentage of payroll, closed

Equivalent single remaining
amortization period

Inflation

Salary Increases

Investment rate of return

Cost of living adjustments

Mortality

21 years at June 30, 2014

2.75%

State Employees - 3.50% to 6.50%
Teachers - 3.50% to 13.50%

7.50%

COLA is equal to the average five-year fund asset performance (percent)
greater than 5.5% up to a maximum of 4%-the COLA is to be applied to the
first $25,000 of benefits, indexed over time. COLA is delayed until the latter
of Social Security eligibility age or 3 years after retirement.

Teachers: Male and Female teachers: 97% and 92%, respectively of rates in
a GRS table based on male and female teacher experience, projected with
Scale AA from 2000.
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CITY OF CRANSTON, RHODE ISLAND

RSI-7
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
JUNE 30, 2016
Fire and Police Benefit Plan

Notes to Schedule
Actuarial cost method Entry age normal, level percent of payroll
Amortization method Level dollar basis
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