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Finance Committee of the House of Representatives and 
Joint Committee on Legislative Services, General Assembly, 
State of Rhode Island and Providence Plantations: 
 
 
 I am pleased to submit the State’s Single Audit Report for the fiscal year ended 
June 30, 2003.  This audit was required by both state law (sections 22-13-4 and 35-7-10 
of the General Laws) and the federal Single Audit Act. 
 
 The Single Audit Report includes our reports on (1) the basic financial statements 
of the State of Rhode Island, (2) compliance and on internal control over financial 
reporting, and (3) compliance with requirements applicable to each major federal 
program and internal control over compliance.  A detailed Schedule of Expenditures of 
Federal Awards is also included as outlined in the Table of Contents on the next page.  
Findings and related recommendations that are required to be reported in the Single Audit 
Report are included in the Schedule of Findings and Questioned Costs.  A corrective 
action plan, which addresses each current year finding, has been prepared by the State 
and is included herein.  Additionally, the status of prior year findings has also been 
prepared by the State and is included herein.   
 
      Respectfully submitted, 
 

      Ernest A. Almonte, CPA, CFE 
      Auditor General          
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INDEPENDENT AUDITOR'S REPORT 
 
 
Finance Committee of the House of Representatives and  
Joint Committee on Legislative Services, General Assembly, 
State of Rhode Island and Providence Plantations: 
 
 

We have audited the accompanying financial statements of the governmental activities, 
the business-type activities, the aggregate discretely presented component units, each major fund, 
and the aggregate remaining fund information of the State of Rhode Island and Providence 
Plantations (the State) as of and for the year ended June 30, 2003 which collectively comprise 
the State’s basic financial statements as listed in the Table of Contents.  These financial 
statements are the responsibility of the State's management.  Our responsibility is to express 
opinions on these financial statements based on our audit.  We did not audit the financial 
statements of: 

 
• certain component units which represent 4% of the assets and 1% of the revenues of the 

governmental activities and 1% of the assets and 9% of the revenues of the aggregate 
remaining fund information;    

• the Convention Center Authority, a major fund, which represents 47% of the assets and 
4% of the revenues of the business-type activities; and   

• certain component units which represent 100% of the assets and 99% of the revenues of 
the aggregate discretely presented component units.   

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

 

A-1 

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



Finance Committee of the House of Representatives 
Joint Committee on Legislative Services 
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A-2 

 
We were unable to obtain sufficient evidence regarding the completeness of the furniture 

and equipment, and building improvement categories of capital assets included in governmental 
activities at June 30, 2003.  Due to insufficient physical inventories of capital assets and 
weaknesses in accounting controls over the accumulation of capital asset acquisitions and 
disposals, we were unable to satisfy ourselves as to the carrying value of these categories of 
capital assets and the related depreciation expense by other auditing procedures.  The furniture 
and equipment, and building improvement capital asset categories represent $139 million or 13% 
of total recorded governmental activities capital assets of $1,086 million at June 30, 2003. 
 
  Management has not presented encumbrances outstanding at June 30, 2003 as a reserved 
component of fund balance within the State’s major governmental funds and other governmental 
funds or disclosed such amounts in the notes to the basic financial statements as required by 
generally accepted accounting principles.  The amount by which this departure would affect the 
reserved and unreserved components of fund balance of the governmental funds is not 
reasonably determinable. 
 
 In our opinion, except for the effect of such adjustments, if any, on the governmental 
activities included in the government-wide statement of net assets and the related statement of 
activities as might have been determined to be necessary had we been provided sufficient 
evidence regarding the carrying value of the furniture and equipment, and building improvement 
components of capital assets, and except for the omission of encumbrances outstanding at June 
30, 2003 as a component of reserved fund balance of the governmental funds, based on our audit 
and the reports of other auditors, the financial statements referred to above present fairly, in all 
material respects, the respective financial position of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund and the 
aggregate remaining fund information of the State as of June 30, 2003, and the respective 
changes in financial position and cash flows, where applicable, thereof for the year then ended in 
conformity with accounting principles generally accepted in the United States of America.  
 

As discussed in notes 1(R) and 17 to the basic financial statements, the Tobacco 
Settlement Financing Corporation, a blended component unit, early implemented guidance 
provided in GASB Technical Bulletin Tobacco Settlement Recognition and Financial Reporting 
Entity Issues.  As a result, the Tobacco Settlement Financing Corporation changed its method of 
accounting for its purchased interest in future tobacco settlement revenues and the State changed 
its presentation of the Corporation from a discretely presented component unit to a blended 
component unit.    

 
As provided by GASB Statement No. 34, Basic Financial Statements – and 

Management’s Discussion and Analysis–for State and Local Governments, the State has included 
only capital outlays for infrastructure since July 1, 2001 as capital assets within governmental 
activities on the government–wide statement of net assets.  Infrastructure outlays from prior 
years will be included in future financial statements.   
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In accordance with Government Auditing Standards, we will issue our report on our 
consideration of the State’s internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grants.  That report is an 
integral part of an audit performed in accordance with Government Auditing Standards and 
should be read in conjunction with this report in considering the results of our audit.  The report 
on internal control and compliance will be included in the State’s Single Audit Report. 
 

The management’s discussion and analysis and required supplementary information, 
listed in the accompanying table of contents, are not a required part of the basic financial 
statements but are supplementary information required by accounting principles generally 
accepted in the United States of America.  We have applied certain limited procedures, which 
consisted principally of inquiries of management regarding the methods of measurement and 
presentation of the required supplementary information.  However, we did not audit the 
information and express no opinion on it.   

 
Our audit was conducted for the purpose of forming opinions on the financial statements 

that collectively comprise the State’s basic financial statements.  The accompanying Schedule of 
Expenditures of Federal Awards is presented for purposes of additional analysis as required by 
U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, 
and Non-Profit Organizations, and is not a required part of the basic financial statements.  Such 
information has been subjected to the auditing procedures applied by us and the other auditors in 
the audit of the basic financial statements and, in our opinion, based on our audit and the reports 
of the other auditors, is fairly stated in all material respects, in relation to the basic financial 
statements taken as whole.  

 

      Ernest A. Almonte, CPA, CFE 
October 13, 2004    Auditor General 
 
 
 
 



Management’s Discussion and Analysis 

The following is a discussion and analysis of the financial activities of the State of Rhode Island 
and Providence Plantations (the State) for the fiscal year ended June 30, 2003.  Readers are 
encouraged to consider the information presented here in conjunction with the letter of 
transmittal, which can be found at the front of this report, and with the State's financial 
statements, which follow this section. 
 
Financial Highlights – Primary Government 
 
Government-wide Financial Statements 
 

• Net Assets  The total assets of the State exceeded total liabilities at fiscal year ended June 
30, 2003 by $82.3 million.  This amount is presented as "net assets" on the Statement of 
Net Assets for the Total Primary Government.  Of this amount, ($872.8) million was 
reported as unrestricted net assets, $557.5 million was restricted net assets, and $397.6 
million was invested in capital assets net of related debt.  Net assets of the governmental 
activities decreased by $549.4 million for the fiscal year ended June 30, 2003.  The 
primary reason for the decrease is the additional $651 million of debt reported in 
governmental activities due to the changes in presentation as listed below.  This decrease 
is reflected in the Changes in Net Assets in the line “Net assets-beginning, as restated.”  
The restatement is further detailed in Note 17. 

• Changes in Net Assets  In the Statement of Activities the State's total net assets changed 
by ($64.5) million in fiscal year 2003.  Net assets of governmental activities changed by 
$5.1 million, while net assets of the business-type activities changed by ($69.6) million.  
The primary reason for the difference in the change in governmental activities was the 
one-time influx of $544.2 million, during fiscal year 2002, from the Tobacco Settlement 
Finance Corporation that was reported as a special item.  The primary reason for the 
difference in the business-type activities was the increase in operating transfers out. 

 
Fund Financial Statements 
 

• State's governmental funds reported a combined ending fund balance of $458.1 million, a 
decrease of $55.9 million in comparison with the previous fiscal year. 

• The General Fund ended the current fiscal year with an unreserved, undesignated balance 
of $42.6 million, an increase of $11.6 million in comparison with the previous fiscal year. 

• The Budget Reserve Account ended the fiscal year with a balance of $83.6 million, an 
increase of $1.6 million in comparison with the previous fiscal year. 

• The Intermodal Surface Transportation Fund ended the fiscal year with an unreserved 
fund balance of $24.1 million, which was a decrease of $7.9 million from the previous 
year. 

• The R.I. Temporary Disability Insurance Fund ended the current fiscal year with a 21.4% 
increase of $20.1 million over last year. The fund balance at year end was $114.1 million. 

• The Rhode Island State Lottery transferred $249.1 million to the General Fund during the 
fiscal year, an increase of  $34.9 million in comparison with the previous fiscal year. 
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Management’s Discussion and Analysis 

 
 
Overview of the Financial Statements 
 
This discussion and analysis are intended to serve as an introduction to the State's basic financial 
statements.  The State's basic financial statements include three components: 
 

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

 
This report also contains other supplementary information in addition to the basic financial 
statements. 
 
Changes in Presentation 
 
The R.I. General Laws were amended giving the R.I. Underground Storage Tank Financial 
Responsibility Fund separate legal status; therefore, the fund was reclassified from a special 
revenue fund to a discretely presented component unit. 
 
The Tobacco Settlement Financing Corporation early implemented the GASB Technical Bulletin, 
Tobacco Settlement Recognition and Financial Reporting Entity Issues.  This bulletin made it clear 
that the corporation should be a blended component unit; therefore the corporation was reclassified 
from a discretely presented component unit to a special revenue fund. 
 
Government-wide Financial Statements 
 
The government-wide financial statements provide a broad view of the State's finances.  The 
statements provide both short-term and long-term information about the State's financial 
position, which assists in assessing the State's financial condition at the end of the year.  These 
financial statements are prepared using the accrual basis of accounting, which recognizes all 
revenues and grants when earned and expenses at the time the related liabilities are incurred. 
 

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

• The Statement of Activities presents information showing how the government's net 
assets changed during the fiscal year.  All changes in net assets are reported as soon as 
the underlying event giving rise to the change occurs, regardless of the timing of related 
cash flows.  Therefore, revenues and expenses are reported in this statement for some 
items that will not result in cash flows until future fiscal periods; for example, 
uncollected taxes and earned but unused vacation leave.  This statement also presents a 
comparison between direct expenses and program revenues for each function of the 
government. 
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Management’s Discussion and Analysis 

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

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

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

• Discretely Presented Component Units:  Component units are entities that are legally 
separate from the State, but for which the State is financially accountable.  The State has 
21 discretely presented component units.  Financial information for these entities is 
presented separately from the financial information presented for the primary 
government. 

 
Fund Financial Statements 
 
A fund is a grouping of related accounts that is used to maintain control over resources that have 
been segregated for specific activities or objectives.  The State uses fund accounting to ensure 
and demonstrate compliance with finance-related legal requirements.  The fund financial 
statements focus on the individual parts of the State government, and report the State's operations 
in more detail than the government-wide financial statements.  The State's funds are divided into 
three categories: governmental, proprietary and fiduciary. 
 

• Governmental funds:  Most of the State's basic services are financed through 
governmental funds.  Governmental funds are used to account for essentially the same 
functions reported as governmental activities in the government-wide financial 
statements.  However, unlike the governmental-wide financial statements, the 
governmental fund financial statements focus on near-term inflows and outflows of 
spendable resources, as well as on spendable resources available at the end of the fiscal 
year.  Such information helps determine whether there are more or fewer financial 
resources that can be spent in the near future to finance the State's programs. 
 
Because the focus of governmental funds is narrower than that of the government-wide 
financial statements, it is useful to compare the information presented for governmental 
funds with similar information presented for governmental activities in the government-
wide financial statements.  By doing so, readers may better understand the long-term 
impact of the State's near-term financial decisions.  Both the governmental fund balance 
sheet and the governmental fund statement of revenues, expenditures and changes in fund 
balances provide a reconciliation to facilitate this comparison between governmental 
funds and the governmental activities. 
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Management’s Discussion and Analysis 

Governmental funds include the general fund and special revenue, capital projects, debt 
service and permanent funds.  The State has several governmental funds, of which GASB 
Statement No. 34, Basic Financial Statements – and Management’s discussion and 
Analysis – for State and Local Governments defines the general fund as a major fund and 
management defines the Intermodal Surface Transportation Fund as a major fund.  The 
R.I. Temporary Disability Insurance Fund and the Bond Capital Fund are also major 
funds.  Each of the major funds is presented in a separate column in the governmental 
funds balance sheet and statement of revenues, expenditures and changes in fund 
balances.  The remaining governmental funds are combined in a single aggregated 
column on these financial statements.  Individual fund data for each of these nonmajor 
governmental funds can be found in the supplementary information section of this report. 
 

• Proprietary funds: Services for which the State charges customers a fee are generally 
reported in proprietary funds.  The State maintains two different types of proprietary 
funds, enterprise funds and internal service funds.  Enterprise funds report activities that 
provide supplies and services to the general public.  Internal service funds report 
activities that provide supplies and services for the State's other programs and activities.  
Like the government-wide statements, proprietary funds use the accrual basis of 
accounting.  The State has three enterprise funds, the Lottery Fund, Convention Center 
Authority Fund and the Employment Security Trust Fund.  These funds are each 
presented in separate columns on the basic proprietary fund financial statements.  The 
State's internal service funds are reported as governmental activities on the government-
wide statements, because the services they provide predominantly benefit governmental 
activities.  The State's 14 internal service funds are reported on the basic proprietary fund 
financial statements in a single combined column.  Individual fund data for these funds is 
provided in the form of combining statements and can be found in the supplementary 
information section of this report. 

 
• Fiduciary funds: These funds are used to account resources held for the benefit of 

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

Scope Entire State government (except Activities of the State that are not Activities of the State that are Instances in which the State is the
fiduciary funds) and the State's proprietary or fiduciary operated similar to private trustee or agent for someone else's
component units businesses resources

Required Statement of net assets Balance sheet Statement of net assets Statement of net assets
financial Statement of activities Statement of revenues, Statement of revenues, expenses Statement of changes in fund
statements expenditures, and and changes in net assets net assets

changes in fund balances Statement of cash flows

Accounting basis Accrual accounting and Modified accrual Accrual accounting and Accrual accounting and
and measurement economic resources focus accounting and current economic resources focus economic resources focus
focus financial resources focus

Type of All assets and liabilities, both Only assets expected to be used All assets and liabilities, both All assets and liabilities, both
asset/liability financial and capital, and up and liabilities that come due financial and capital, and short-term and long-term
information short-term and long-term during the year or soon thereafter; short-term and long-term

no capital assets included

Type of All revenues and expenses during Revenues for which cash is All revenues and expenses All revenues and expenses
inflow/outflow the year, regardless of when received during or soon after during the year, regardless of during the year, regardless of 
information cash is received or paid the end of  the year end when cash is received or paid when cash is received or paid

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

Major Features of the Basic Financial Statements

Fiduciary Funds
Fund Financial StatementsGovernment-wide

Financial Statements Governmental Funds Proprietary Funds

 
 
Notes to the Financial Statements 
 
The notes provide additional information that is essential to a full understanding of the data 
provided in the government-wide and fund financial statements.  The notes to the financial 
statements can be found immediately following the component units' financial statements. 
 
Required Supplementary Information 
 
The basic financial statements and accompanying notes are followed by a section of required 
supplementary information, including information concerning the State's progress in funding its 
obligation to provide pension benefits to its employees.  This section also includes a budgetary 
comparison schedule for each of the State's major governmental funds that have a legally-
mandated budget. 
 
Other Supplementary Information 
 
Other supplementary information includes combining financial statements for nonmajor 
governmental, internal service and fiduciary funds.  These funds are added together, by fund 
type, and presented in single columns in the basic financial statements. 
 
Government-Wide Financial Analysis 
 
Net Assets 
 
As noted earlier, net assets may serve over time as a useful indicator of a government's financial 
position.  The State's combined net assets (governmental and business-type activities) totaled 
$82.3 million at the end of fiscal year 2003, compared to $701.3 million (before restatement) at 
the end of the prior fiscal year.  The primary reason for the change is the additional $651 million 
of debt reported in governmental activities due to the changes in presentation as listed above.  
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Management’s Discussion and Analysis 

This change is reflected in the Changes in Net Assets in the line “Net assets-beginning, as 
restated.”  The restatement is further detailed in Note 17. 
 
A portion of the State's net assets reflects its investment in capital assets such as land, buildings, 
equipment and infrastructure (roads, bridges, and other immovable assets) less any related debt 
outstanding that was needed to acquire or construct the assets.  The State uses these capital assets 
to provide services to its citizens; consequently, these assets are not available for future 
spending.  Although the State's investment in its capital assets is reported net of related debt, it 
should be noted that the resources needed to repay this debt must be provided from other 
sources. 
 

Current and other assets $ 967,379 $ 1,082,235 $ 312,155 $ 365,997 $ 1,279,534 $ 1,448,232
Capital assets 1,086,556 936,397 208,273 209,022 1,294,829 1,145,419

Total assets 2,053,935 2,018,632 520,428 575,019 2,574,363 2,593,651

Long-term liabilities outstanding 1,599,965 1,589,439 294,364 286,930 1,894,329 1,876,369
Other liabilities 559,261 539,639 38,471 30,836 597,732 570,475

Total liabilities 2,159,226 2,129,078 332,835 317,766 2,492,061 2,446,844

Net assets:
Invested in capital assets,

net of related debt 481,460 371,614 (83,896) (84,909) 397,564 286,705
Restricted 273,559 196,913 283,944 340,512 557,503 537,425
Unrestricted (860,310) (678,973) (12,455) 1,650 (872,765) (677,323)

Total net assets $ (105,291) $ (110,446) $ 187,593 $ 257,253 $ 82,302 $ 146,807

2003 2002

Activities Activities Government

2003 2002 2003 2002

PrimaryGovermental Business-Type

State of Rhode Island's Net Assets as of June 30, 2003
(Expressed in Thousands)

Total

 
An additional portion of the State's net assets represents resources that are subject to external 
restrictions on how they may be used. 
 
Changes in Net Assets 
 
The State's net assets decreased by ($64.5) million during the current fiscal year.  Total revenues 
of $6.0 billion (including special items) were less than expenses of $6.1 billion.  Approximately 
38.9% of the State's total revenue came from taxes, while 28.1% resulted from grants and 
contributions (including federal aid).  Charges for various goods and services provided 29.8% of 
the total revenues.  The State's expenses covered a range of services.  The largest expenses were 
for human services (37.0%) and intergovernmental (15.6%). In fiscal year 2003, governmental 
activity expenses exceeded program revenues, which resulted in the use of $2.73 billion in 
general revenues (mostly taxes).  On the other hand, net program revenues from business-type 
activities in 2003 exceeded expenses by $142.7 million. 
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Management’s Discussion and Analysis 

Revenues:
Program revenues:

Charges for services $ 313,733 $ 306,007 $ 1,473,723 $ 1,345,922 $ 1,787,456 $ 1,651,929
Operating grants and contributions 1,452,834 1,315,974 45,712 50,656 1,498,546 1,366,630
Capital grants and contributions 191,993 176,071 191,993 176,071

General revenues:
Taxes 2,335,329 2,187,342 2,335,329 2,187,342
Interest 7,668 10,005 17,336 21,134 25,004 31,139
Other 160,547 153,947 5,354 7,615 165,901 161,562

Total revenues 4,462,104 4,149,346 1,542,125 1,425,327 6,004,229 5,574,673
Program expenses:

General government 459,989 455,489 459,989 455,489
Human services 2,244,980 2,115,220 2,244,980 2,115,220
Education 103,476 339,455 103,476 339,455
Public safety 309,569 288,291 309,569 288,291
Natural resources 67,597 138,287 67,597 138,287
Transportation 170,082 192,824 170,082 192,824
Intergovernmental 947,792 896,512 947,792 896,512
Grants 291,208 287 291,208 287
Interest 98,831 79,381 98,831 79,381
Lottery 1,054,764 958,626 1,054,764 958,626
Convention Center 59,372 57,900 59,372 57,900
Employment insurance 262,585 231,665 262,585 231,665

4,693,524 4,505,746 1,376,721 1,248,191 6,070,245 5,753,937

Increase in net assets before transfers
and special items (231,420) (356,400) 165,404 177,136 (66,016) (179,264)

Transfers 235,064 198,969 (235,064) (198,969)
Special items 1,511 525,276 1,511 525,276

Change in net assets 5,155 367,845 (69,660) (21,833) (64,505) 346,012
Net assets - Beginning (110,446) 76,251 257,253 279,086 146,807 355,337
Cumulative effect of prior period adjustments (554,542) (554,542)

Net assets - Beginning, as restated (110,446) (478,291) 257,253 279,086 146,807 (199,205)

Net assets - Ending $ (105,291) $ (110,446) $ 187,593 $ 257,253 $ 82,302 $ 146,807

Business-TypeGovernmental

State of Rhode Island's Changes in Net Assets
For the Fiscal Year Ended June 30, 2003

(Expressed in Thousands)

Total

2002
Activities

2003 2003 2002
Primary Government

2003 2002
Activities

 
Financial Analysis of the State’s Funds 
 
As noted earlier, the State uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. 
 
Governmental Funds 
 
The focus of the State's governmental funds is to provide information on near-term inflows, 
outflows, and balances of spendable resources.  Such information is useful in assessing the 
State's financing requirements.  In particular, unreserved fund balance may serve as a useful 
measure of the State's net resources available for spending at the end of the fiscal year.  At the 
end of the current fiscal year, the State's governmental funds reported a combined ending fund 
balance of $458.1 million, a decrease of $55.9 million.  Reserved fund balances are not available 
for new spending because they have already been committed as follows: (1) $83.6 million for a 
"rainy day" account, (2) $45.5 million for continuing appropriations, (3) $74.4 million 
principally for liquidating debt, (4) $114.0 million for employment insurance programs and (5) 
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$1.4 million for other restricted purposes.  Approximately 30.3% ($139.0 million) of the ending 
fund balance is designated by the State’s management consistent with the limitations of each 
fund. 
 
The major governmental funds of the primary government are: 
 
 General Fund.  The General Fund is the chief operating fund of the State.  At the end of the 
current fiscal year, the unreserved fund balance of the General Fund was $42.6 million, while 
total fund balance was $171.8 million.  As a measurement of the General Fund's liquidity, it may 
be useful to compare both unreserved fund balance and total fund balance to total fund 
expenditures.  Unreserved fund balance represent 1.0% of total General Fund expenditures, 
while total fund balance represent 3.9% of the same amount. 
 
The General Fund's unreserved fund balance increased from $31.0 million to $42.6 million, an 
increase of $11.6 million during the current fiscal year.  This is primarily attributed to the 
revenue increases for taxes, licenses, fines and services.  
 
Intermodal Surface Transportation Fund.  The Intermodal Surface Transportation Fund 
(ISTEA) accounts for the collection of gasoline tax, federal grants, and bond proceeds that are 
used in maintenance, upgrading, and construction of the State's highway system.  At the end of 
the current fiscal year, unreserved fund balance of the ISTEA fund was $24.1 million, while the 
total fund balance was $25.5 million.  Total fund balance of the ISTEA fund decreased by  $7.9 
million during the current fiscal year. 
 
R.I. Temporary Disability Insurance Fund.  This fund is responsible to account for the 
employee tax on wages which are levied to pay benefits to covered workers who are absent due 
to non job-related illnesses. The ending fund balance for the current fiscal year was $114.1 
million. It represents an increase of $20.1 million or 21.4% over last year. This was mainly 
attributed to the increase in the wage limit used for the employee contribution. 
 
Bond Capital Fund. The Bond Capital Fund tracks the proceeds from the bonds issued and the 
related capital expenditures not required to be disclosed in another capital projects fund. At fiscal 
year end, the balance at June 30, 2003 was $57.6 million for a decrease of $.8 million. 
 
General Fund Budgetary Highlights 
 
According to the State’s Constitution, general revenue appropriations in the general fund cannot 
exceed 98% of available general revenue sources, which consist of the current fiscal year’s 
budgeted general revenue plus the general fund undesignated fund balance from the prior fiscal 
year.  The budgets for the components of the current fiscal year’s general revenue estimates are 
established by the State’s revenue estimating conference.  If actual general revenue is less than 
the projection, appropriations have to be reduced or additional revenues must be imposed.  
Certain agencies have federal programs that are entitlements which must continue to receive the 
federal funds.  Agencies may get additional appropriations providing a need is established.  
Adjustments to general revenue receipt estimates resulted in an increase of $42.7 million 
(1.58%) between the original budget and the final budget.  In addition, general revenue 
appropriations increased from the original budget by $26.6 million (1.00%).   Some significant 
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changes between the estimated general revenue receipts and general revenue appropriations are 
listed below. 
 

• Personal income tax decreased by $ 17.5 million (2%) 
• Business corporation tax increased by $17.9 million (39%) 
• Public gross earnings tax decreased by $20.8 million (22%) 
• Insurance companies tax increased by $14.0 million (39%) 
• Inheritance and gift tax increased by $8.0 million (36%) 
• Departmental general revenue increased by $17.7 million (7%) 
• Gas tax transfer increased by $14.2 million (134%) 
• General revenue appropriations increased in the Departments of Administration, 

Corrections and Elementary and Secondary Education increased by $13.2 million, $6.9 
million and  $4.1 million, respectively 

 
Capital Assets and Debt Administration 
 
Capital Assets 
 
The State's investment in capital assets for its governmental and business-type activities as of 
June 30, 2003, amounts to $1,295 million, net of accumulated depreciation of $432 million.  This 
investment in capital assets includes land, buildings, improvements, equipment, infrastructure, 
and construction in progress.  The total increase in the State's investment in capital assets for the 
current fiscal year was about 14.0% in terms of net book value. 
 
Actual expenditures to purchase or construct capital assets were $198.8 million for the year.  Of 
this amount, $106.2 million was used to construct or reconstruct roads.  Depreciation charges for 
the year totaled $47.4 million. 

Capital assets not being depreciated
Land $ 382,579 $ 373,186 $ 38,032 $ 38,032 $ 420,611 $ 411,218
Construction in progress 102,881 52,193 1,336 102,881 53,529

Total capital assets not being depreciated 485,460 425,379 38,032 39,368 523,492 464,747

Capital assets being depreciated
Land improvements 3,601 3,209 3,601 3,209

Buildings 374,127 369,453 229,748 227,336 603,875 596,789
Buildings improvements 198,449 195,860 198,449 195,860
Equipment 148,924 137,163 23,571 18,466 172,495 155,629
Infrastructure 224,490 118,311 224,490 118,311

949,591 823,996 253,319 245,802 1,202,910 1,069,798

Less: Accumulated depreciation (348,495) (312,978) (83,078) (76,148) (431,573) (389,126)

Total capital assets being depreciated 601,096 511,018 170,241 169,654 771,337 680,672

Total capital assets (net) $ 1,086,556 $ 936,397 $ 208,273 $ 209,022 $ 1,294,829 $ 1,145,419

State of Rhode Island's Capital Assets as of June 30, 2003
(Expressed in Thousands)

Total

2003 2002

Governmental Activities Business-Type Activities Primary Government

2003 2002 2003 2002
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Additional information on the State's capital assets can be found in the notes to the financial 
statements of this report. 
 
Debt Administration 
 
Under the State's Constitution, the General Assembly has no power to incur State debts in excess 
of $50,000 without the consent of the people (voters), except in the case of war, insurrection or 
invasion, or to pledge the faith of the State to the payment of obligations of others without such 
consent.  At the end of the current fiscal year, the State’s governmental activities had total 
bonded debt outstanding of $1,498 million of which $739 million is general obligation debt and 
$759 million is debt of the blended component units. The State's total bonded debt increased by 
$23.7 million during the current fiscal year. This increase is the net of a $48.5 million increase in 
general obligation debt and a decrease of $24.8 million in the blended component units. 
Additionally, the State has extended its credit through contractual agreements of a long-term 
nature, which are subject to annual appropriations. 
 
During the current fiscal year, the State issued $77.1 million of general obligation bonds and 
$62.7 of general obligation refunding bonds.  These bonds have been assigned ratings by Fitch, 
Inc. (Fitch), Moody's Investors Service (Moody's) and Standard and Poor's Rating Services 
(Standard and Poor's). 
 
The State does not have any debt limitation.  Bonds authorized by the voters, that remain 
unissued as of the end of the current fiscal year, amounted to $238.5 million. Additional 
information on the State's long-term debt can be found in the notes to the financial statements of 
this report. 
 
Economic Factors 
 
The State's economy weathered the national recession of 2001 better than it did the recession of 
the early 1990s.  According to the U.S. Bureau of Labor Statistics, Rhode Island experienced a 
decline in non-farm employment of 17,300 jobs in FY 1992 vs. a decline in non-farm 
employment of 1,300 jobs in FY 2002.  On a calendar year basis, Rhode Island did even better 
experiencing an increase in employment of 1,700 jobs in CY 2001 vs. a loss of 29,700 jobs in 
CY 1991.  In FY 2003, Rhode Island added 3,100 total jobs.  On a calendar year basis, the State 
increased its non-farm employment by 4,200 in 2003. 
 
According to Economy.com’s August 2004 Forecast Report: U.S., New England, and Rhode 
Island, Rhode Island’s recent job gains have begun to decelerate causing the State to fall “behind 
the nation in terms of year-over-year job growth in the last couple of months for the first time in 
three years.”  The slowdown in Rhode Island’s employment growth can be attributed to a 
decrease in employment in the construction industry.  Again according to Economy.com 
(8/2004), “From July 2002 to February 2004, the Rhode Island construction industry added 3,600 
jobs, an increase of nearly 19%.”  The State’s strong housing market and an increase in 
government spending on several large public works and road improvement projects fueled this 
hiring.  Since February, construction employment has fallen. 
 
Rhode Island personal income growth has performed similarly to Rhode Island employment 
growth in the current recession.  In CY 1992, Rhode Island personal income growth was more 
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than two percentage points less than that of the U.S. (4.3% vs. 6.6% respectively) reflecting the 
deeper decline in Rhode Island’s economy vis-à-vis the U.S. economy during this period.  In CY 
2002, however, Rhode Island personal income growth was more than a full percentage point 
better than that of the U.S. as a whole (3.4% vs. 2.3% respectively) reflecting the reversal in the 
State’s fortunes during the 2001 national recession. 
 
Interestingly, Rhode Island has been able to maintain the positive differential between its 
personal income growth rate and the U.S. personal income growth rate in spite of the fact that 
Rhode Island’s employment growth performance has begun to lag that of the nation as a whole.  
In FY 2003, Rhode Island personal income growth was 3.7% vs. 2.6% for the U.S.  On a 
calendar year basis, Rhode Island personal income growth was 4.4% in 2003 vs. 2003 personal 
income growth of 3.4% for the United States. 
 
According to Economy.com (8/2004), the near term outlook for Rhode Island’s economy is 
“generally favorable” with payroll growth expected “to strengthen in the second half of 2004 and 
employment to rise a solid 1.9% in 2005.”  One of the catalysts for this growth is rising national 
defense spending.  Economy.com (8/2004) notes that “Electric Boat continues to win federal 
contracts to retrofit submarines for use in special operations and surveillance.”  In addition, 
“Raytheon is also enjoying more business from a larger defense budget given its emphasis on 
surveillance and control systems.”  Finally, the national defense build-up is moving the State’s 
manufacturing sector into a much better position to support growth in the Rhode Island 
economy.  With the assistance of the Rhode Island Manufacturing Extension Services, “area 
businesses with little history of defense work” anticipate capturing a significant part of the U.S. 
Department of Defense’s increased spending. 
 
The biotechnology industry cluster that has begun to emerge in Rhode Island should positively 
impact the State’s long term economic performance.  In 2002, the Brown University Medical 
School won $90 million in research grants from the National Institutes of Health.  A referendum 
is being put before the voters in November 2004 seeking approval of $50 million in general 
obligation bonds for the construction of a Center for Biotechnology and Life Sciences at the 
University of Rhode Island.  Finally, Amgen has invested $1.5 billion in the State since 2001 
building the largest biopharmaceutical manufacturing facility in the U.S. for the production of its 
blockbuster rheumatoid arthritis drug Enbrel®.  The final phase of the plant is expected to open 
in 2005 adding anywhere from 300 to 500 jobs. 
 
Requests for Information 
 
This financial report is designed to provide a general overview of Rhode Island's finances for all 
those with an interest in the State's finances.  Questions concerning any of the information 
provided in this report or requests for additional information should be sent to 
finreport@mail.state.ri.us.   As of fiscal year 1999, the State’s Comprehensive Annual Financial 
Report may be found on the State Controller’s home page, http://controller.doa.state.ri.us.  
Requests for additional information related to component units should be addressed as listed in 
Note 1 of the financial statements. 
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Assets
Current assets:

Cash and cash equivalents $ 350,738 $ 23,179 $ 373,917 $ 751,479
Funds on deposit with fiscal agent 11,529 222,960 234,489
Investments 101,020 294 101,314 886,257
Receivables (net) 281,817 44,890 326,707 1,135,626
Due from primary government 4,240
Due from component units 17,498 17,498
Internal balances 4,885 (4,885)
Due from other governments and agencies 144,615 1,338 145,953 7,870
Inventories 2,058 1,155 3,213 7,512
Other assets 18,416 1,204 19,620 17,625

Total current assets 932,576 290,135 1,222,711 2,810,609

Noncurrent assets:
Investments 17,219 17,219 88,487
Receivables (net) 668 668 1,107,524
Due from component units 25,753 25,753
Capital assets - nondepreciable 485,460 38,032 523,492 275,217
Capital assets - depreciable (net) 601,096 170,241 771,337 966,648
Lease receivable 5,555
Other assets 8,382 4,801 13,183 141,517

Total noncurrent assets 1,121,359 230,293 1,351,652 2,584,948
Total assets 2,053,935 520,428 2,574,363 5,395,557

Liabilities
Current Liabilities:

Cash overdraft 26,634 26,634 215
Accounts payable 317,764 16,440 334,204 76,972
Due to primary government 5,035
Due to component units 8,536 8,536
Due to other governments and agencies 1,671 1,671 659
Accrued expenses 58,911 4,413 63,324 63,746
Deferred revenue 1,769 1,769 16,889
Other current liabilities 34,312 334 34,646 8,694
Current portion of long-term debt 113,104 7,838 120,942 302,906
Obligation for unpaid prize awards 6,006 6,006

Total current liabilities 559,261 38,471 597,732 475,116

Noncurrent Liabilities:
Due to other governments and agencies 5,442 5,442 4,217
Accrued liabilities 33,516
Deferred revenue 11,875 11,875 3,960
Notes payable 4,151
Loans payable 131,007
Obligations under capital lease 102,885 102,885 43,747
Compensated absences 15,604 15,604 23,901
Bonds payable 1,445,547 282,444 1,727,991 2,905,829
Other liabilities 30,487 45 30,532 290,489

Total noncurrent liabilities 1,599,965 294,364 1,894,329 3,440,817

Total liabilities 2,159,226 332,835 2,492,061 3,915,933
Net Assets

Invested in capital assets, net of related debt 481,460 (83,896) 397,564 718,560
Restricted for:

Budget Reserve 83,648 83,648
State infrastructure bank 1,354 1,354
Debt 74,363 24,522 98,885 573,571
Self-insurance 100 100
Employment Insurance Programs 114,094 259,422 373,516

Unrestricted (860,310) (12,455) (872,765) 187,493
Total net assets $ (105,291) $ 187,593 $ 82,302 $ 1,479,624

Units

Primary Government

activities
Business - Type

Activities Totals

State of Rhode Island and Providence Plantations
Statement of Net Assets

June 30, 2003

Governmental Component

(Expressed in Thousands)

A-15



Primary government:
Governmental activities:

General government $ 459,989 $ 108,369 $ 68,994 $ 164 $ (282,462) $ $ (282,462) $
Human services 2,244,980 113,247 1,203,908 100 (927,725) (927,725)
Education 103,476 2,877 132,003 31,404 31,404
Public safety 309,569 60,341 24,516 945 (223,767) (223,767)
Natural resources 67,597 25,807 14,680 20,175 (6,935) (6,935)
Transportation 170,082 3,092 8,733 170,609 12,352 12,352
Intergovernmental 947,792 (947,792) (947,792)
Grants 291,208 (291,208) (291,208)
Interest and other charges 98,831 (98,831) (98,831)
Capital outlays

Total governmental activities 4,693,524 313,733 1,452,834 191,993 (2,734,964) (2,734,964)
Business-type activities:

State lottery 1,054,764 1,290,406 235,642 235,642
Convention Center 59,372 39,610 (19,762) (19,762)
Employment security 262,585 143,707 45,712 (73,166) (73,166)

Total business-type activities 1,376,721 1,473,723 45,712 142,714 142,714

Total primary government $ 6,070,245 $ 1,787,456 $ 1,498,546 $ 191,993 (2,734,964) 142,714 (2,592,250)

Component units $ 991,267 $ 931,981 $ 37,929 $ 53,731 32,374

General Revenues:
Taxes 2,335,329 2,335,329
Interest and investment earnings 7,668 17,336 25,004 49,119
Miscellaneous 160,547 5,354 165,901 (815)

Special items 1,511 1,511
Transfers 235,064 (235,064)

Total general revenues, special items, and transfers 2,740,119 (212,374) 2,527,745 48,304

Change in net assets 5,155 (69,660) (64,505) 80,678
Net assets - beginning, as restated (110,446) 257,253 146,807 1,398,946

Net assets - ending $ (105,291) $ 187,593 $ 82,302 $ 1,479,624

Program Revenues Primary Government

Activitiescontributions

State of Rhode Island and Providence Plantations
Statement of Activities

For the Year Ended June 30, 2003
(Expressed in Thousands)

Net (Expense) Revenue and Changes in Net Assets

ServicesFunctions/Programs Expenses
Charges for

CapitalOperating

Totals
Governmental Componentgrants and grants and

Unitsactivitiescontributions
Business-type
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Assets
Cash and cash equivalents $ 164,446 $ 9,951 $ 66,402 $ 90,214 $ 14,175 $ 345,188
Funds on deposit with fiscal agent 11,529 11,529
Investments 101,020 101,020
Receivables (net) 213,185 12,372 49,086 9 274,652
Due from other funds 65,000 10,586 2 7,955 3 83,546
Due from component units 14,517 647 15,164
Due from other governments

and agencies 104,360 37,959 2,299 144,618
Loans to other funds 120 120
Other assets 16,240 1,485 17,725

        Total assets 577,868 71,515 115,490 100,468 128,221 993,562
Liabilities and Fund Balances
Liabilities

Cash overdraft 21,011 4,337 25,348
Accounts payable 277,598 20,896 76 1,351 947 300,868
Due to other funds 20,519 7,146 1,320 20,437 30,815 80,237
Due to component units 6,146 2,389 8,535
Loans from other funds 20 20
Accrued expenses 44,473 44,473
Deferred revenue 27,188 15,140 66 42,394
Other liabilities 30,105 490 57 2,892 33,544

        Total liabilities 406,029 46,061 1,396 42,922 39,011 535,419
Fund Balances

Reserved for:
Budget reserve 83,648 83,648
Appropriations carried forward 45,557 45,557
Debt 74,363 74,363
Self-insurance 100 100
State infrastructure bank 1,354 1,354
Employment Insurance Programs 114,094 114,094

Unreserved, reported in:
General fund 42,634 42,634
Special revenue funds 24,100 1,303 25,403
Capital projects funds 57,546 12,607 70,153
Permanent fund 837 837

Total fund balances 171,839 25,454 114,094 57,546 89,210 458,143

Total liabilities and fund balances $ 577,868 $ 71,515 $ 115,490 $ 100,468 $ 128,221 $ 993,562

Funds

Total
Governmental

Funds

(Expressed in Thousands)

Other
Governmental

R.I.
Temporary

State of Rhode Island and Providence Plantations
Balance Sheet

Governmental Funds
June 30, 2003

General

Intermodal

CapitalDisabilityTransportation
BondSurface

A-17



Fund Balance of Governmental Funds $ 458,143

Amounts reported for governmental activities in the Statement of Net Assets are different
because:

Capital Assets used in the governmental activities are not financial resources and therefore are 1,082,623
not reported in the funds.

Bond, notes, certificates of participation accrued interest and other liablilites are not due and
payable in the current period and therefore are not recorded in the governmental funds. (1,706,890)

Long-term receivables from component units are not available to pay for current-period
expenditures and therefore are not recorded in the fund financial statements. 28,594

Revenues (expenses) in the Statement of Activities that do not provide (use) current financial
resources are not reported as revenues (expenditures) in the governmental funds. 20,577

Internal service funds are used by management to charge the costs of certain activities to
individual funds.  The net assets of the internal service funds is reported with
governmental activities. 11,662

Net Assets - Governmental Activities $ (105,291)

(Expressed in Thousands)

State of Rhode Island and Providence Plantations
Reconciliation of the Balance Sheet of the Governmental Funds

to Statement of Net Assets for Governmental Activities
June 30, 2003
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Revenues:
Taxes $ 2,012,372 $ 139,458 $ 178,246 $ $ $ 2,330,076
Licenses, fines, sales, and services 223,894 692 6,331 230,917
Departmental restricted revenue 75,726 2,400 78,126
Federal grants 1,433,410 153,197 10,938 1,597,545
Income from investments 201 936 1,452 5,219 7,808
Other revenues 66,336 4,306 47 52,948 123,637

Total operating revenues 3,811,738 300,254 179,229 12,390 64,498 4,368,109
Expenditures:

Current:
General government 283,618 157,749 655 3,475 445,497
Human services 2,232,252 2,232,252
Education 101,270 101,270
Public safety 297,070 297,070
Natural resources 53,170 37 53,207
Transportation 143,635 143,635

Capital outlays 42,999 114,062 164 19,999 18,387 195,611
Intergovernmental 937,237 1,549 8,881 124 947,791
Debt service:

Principal 58,161 58,161
Interest and other charges 52,998 47,630 100,628

Total operating expenditures 4,058,775 259,246 157,913 29,572 69,616 4,575,122

Excess (deficiency) of revenues
over (under) expenditures (247,037) 41,008 21,316 (17,182) (5,118) (207,013)

Nonoperating revenues (expenditures)
Bonds and notes issued 138,685 1,220 139,905
Proceeds from the sale of Certificates

of Participation 3,890 3,890
Premium and accrued interest 10,810 71 10,881
Operating transfers in 524,139 44,130 54,141 2,675 625,085
Operating transfers in from component units 18,578 192 18,770
Other 9,461 (471) 8,990
Payment to refunded bonds escrow agent (68,657) (16,701) (85,358)
Operating transfers out (77,386) (58,308) (1,225) (84,649) (166,783) (388,351)
Operating transfers out to component units (219,716) (34,741) (33,958) (2,793) (291,208)

Total nonoperating revenues (expenditures)
and other financing (uses) 255,076 (48,919) (1,225) 16,372 (178,700) 42,604

Special item 1,510 1,510

Change in fund balances 8,039 (7,911) 20,091 (810) (182,308) (162,899)

Fund balances - beginning, as restated 163,800 33,365 94,003 58,356 271,518 621,042

Fund balances - ending $ 171,839 $ 25,454 $ 114,094 $ 57,546 $ 89,210 $ 458,143

 

Funds
Bond

Capital

Other
Governmental

Funds

(Expressed in Thousands)

Intermodal
Temporary

State of Rhode Island and Providence Plantations
Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2003

Disability

Total
GovernmentalSurface

R.I.

General Transportation
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Change in Fund Balance - Governmental Funds $ (162,899)

Amounts reported for governmental activities in the Statement of Activities are different because:

Governmental funds report capital outlays 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.
Current year acquisitions are therefore deducted from expenses on the Statement of Activities, less 
current year depreciation expense and revenue resulting from current year disposals. 150,157

Bond, notes, and certificates of participation proceeds provide current financial resources to governmental
funds by issuing debt which increases long-term debt in the Statement of Net Assets.  Repayments of
bond principal is an expenditure in the governmental funds, but the repayment reduces long-term
liabilities in the Statement of Net Assets. (31,246)

Revenues (expenses) in the Statement of Activities that do not provide (use) current financial
resources are not reported as revenues (expenditures) in the governmental funds. 48,150

Internal service funds are used by management to charge the costs of certain activities to individual funds.
The change in net assets of the internal service funds is reported with governmental activities. 993

Change in Net Assets - Governmental Activities $ 5,155

(Expressed in Thousands)

State of Rhode Island and Providence Plantations
Reconciliation of the Statement of Revenues, Expenditures, and

Changes in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended June 30, 2003
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Assets
Current assets:

Cash and cash equivalents $ 10,417 $ 11,239 $ 1,523 $ 23,179 $ 5,549
Funds on deposit with fiscal agent 222,960 222,960
Investments 294 294
Receivables (net) 6,268 2,333 36,289 44,890 7,165
Due from other funds 19 19 3,242
Due from other governments and agencies 1,338 1,338
Inventories 1,155 1,155 2,058
Other assets 327 877 1,204 849

Total current assets 18,461 14,449 262,129 295,039 18,863

Noncurrent assets:
Investments 45 17,174 17,219
Capital assets - nondepreciable 38,032 38,032
Capital assets - depreciable (net) 1,838 168,403 170,241 3,764
Other assets 4,801 4,801 668

Total noncurrent assets 1,883 228,410 230,293 4,432
Total assets 20,344 242,859 262,129 525,332 23,295

Liabilities
Current Liabilities

Cash overdraft 1,285
Accounts payable 12,643 3,797 16,440 5,474
Due to other funds 940 2,928 1,036 4,904 1,666
Due to other governments and agencies 1,671 1,671
Loans from other funds 100
Accrued expenses 4,413 4,413
Deferred revenue 1,001 768 1,769
Other current liabilities 334 334 1,940
Notes payable 153 153
Bonds payable 7,685 7,685
Obligations under capital lease 400
Obligation for unpaid prize awards 6,006 6,006

Total current liabilities 20,924 19,744 2,707 43,375 10,865

Noncurrent Liabilities
Deferred contract revenue 11,875 11,875
Obligations under capital lease 767
Bonds payable 282,444 282,444
Obligation for unpaid prize awards 45 45

Total noncurrent liabilities 11,920 282,444 294,364 767

Total liabilities 32,844 302,188 2,707 337,739 11,632
Net Assets

Invested in capital assets, net of related deb (83,896) (83,896) 2,597
Restricted for:

Capital Projects
Debt 24,522 24,522
Employment Insurance Program 259,422 259,422

Unrestricted (12,500) 45 (12,455) 9,066
Total net assets $ (12,500) $ (59,329) $ 259,422 $ 187,593 $ 11,663

R.I.
Convention

Cener

Business-type Activities--

State of Rhode Island and Providence Plantations
Statement of Net Assets

June 30, 2003
(Expressed in Thousands)

Proprietary Funds

Governmental
ActivitiesEnterprise Funds

Lottery Security Totals Service Funds
R.I. State Employment Internal
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Operating revenues:
Charges for services $ 1,290,406 $ 39,000 $ 142,439 $ 1,471,845 $ 98,279
Grants 45,712 45,712
Miscellaneous 610 1,268 1,878

Total operating revenues 1,290,406 39,610 189,419 1,519,435 98,279

Operating expenses:
Personal services 3,476 15,150 18,626 13,945
Supplies, materials, and services 174,535 16,021 190,556 80,839
Prize awards 876,438 876,438
Depreciation 315 10,618 10,933 799
Benefits Paid 255,672 255,672

Total operating expenses 1,054,764 41,789 255,672 1,352,225 95,583

Operating income (loss) 235,642 (2,179) (66,253) 167,210 2,696

Nonoperating revenues (expenses):
Interest revenue 947 1,110 15,279 17,336 25
Other nonoperating revenue 5,354 5,354
Interest expense (17,583) (17,583) (61)
Other nonoperating expenses (6,913) (6,913)

Total nonoperating revenue (expenses) 947 (16,473) 13,720 (1,806) (36)

Net income (loss) before transfers 236,589 (18,652) (52,533) 165,404 2,660

Transfers in 17,351 1,622 18,973
Transfers out (249,124) (2,928) (1,985) (254,037) (1,668)

Change in net assets (12,535) (4,229) (52,896) (69,660) 992

Total net assets - beginning 35 (55,100) 312,318 257,253 10,671

Total net assets - ending $ (12,500) $ (59,329) $ 259,422 $ 187,593 $ 11,663

R.I.
Convention

Center
R.I. State
Lottery

State of Rhode Island and Providence Plantations
Statement of Revenues, Expenses and Changes in Fund Net Assets

Proprietary Funds
For the Year Ended June 30, 2003

(Expressed in Thousands)

Business-type Activities--
Enterprise Funds

Governmental
Activities

Internal
Service FundsSecurity

Employment
Totals
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Cash flows from operating activities:
Cash received from customers $ 1,297,212 $ 39,529 $ 140,973 $ 1,477,714 $ 100,110
Cash received from grants 45,712 45,712
Cash payments to suppliers for goods and services (3,977) (14,017) (17,994) (81,446)
Cash payments to employees for services (3,444) (14,758) (18,202) (14,050)
Cash payments to prize winners (880,724) (880,724)
Cash payments for commissions (167,312) (167,312)
Cash payments for benefits (255,279) (255,279)
Other operating revenue (expense) 1,268 1,268

Net cash provided by (used for) operating activities 241,755 10,754 (67,326) 185,183 4,614
Cash flows from noncapital financing activities:

Loans from other funds 2,050
Loans to other funds (714)
Repayment of loans to other funds (3,738)
Operating transfers in 18,619 1,686 20,305
Operating transfers out (250,326) (2,928) (917) (254,171)
Net transfers from (to) fiscal agent 66,664 66,664
Negative cash balance implicitly financed (212) (212) (337)
Other 12,500 12,500

Net cash provided by (used for) noncapital financing activities (238,038) 15,691 67,433 (154,914) (2,739)
Cash flows from capital and related financing activities:

Principal paid on capital obligations (7,621) (7,621) (416)
Interest paid on capital obligations (15,165) (15,165) (61)
Acquisition of capital assets (877) (8,923) (9,800) (326)
Proceeds from bonds 1,134 1,134

Net cash provided by (used for) capital and related financing activities (877) (30,575) (31,452) (803)
Cash flows from investing activities:

Proceeds from sale and maturity of investments 691 691
Interest on investments 286 1,123 1,409 25

Net cash provided by (used for) investing activities 977 1,123 2,100 25
Net increase (decrease) in cash and  cash equivalents 3,817 (3,007) 107 917 1,097

Cash and cash equivalents, July 1 6,600 14,246 1,416 22,262 4,452
Cash and cash equivalents, June 30 $ 10,417 $ 11,239 $ 1,523 $ 23,179 $ 5,549

Reconciliation of operating income (loss) to net cash
provided by (used for) operating activities:
Operating income (loss) 235,642 (2,179) (66,253) 167,210 2,695
Adjustments to reconcile operating income (loss)

to net cash provided by (used for) operating
activities:

Depreciation 315 10,618 10,933 799
Other revenue (expense) and operating transfer in (out) 1,246 1,246
Net changes in assets and liabilities:

Receivables, net 1,326 (123) (2,766) (1,563) (19,808)
Inventory (269) (269) 245
Prepaid items (10) (10) (373)
Other assets 117 117
Due to / due from transactions 447 447
Accounts and other payables 3,766 1,506 5,272 21,160
Accrued expenses (91) 861 770 (105)
Deferred revenue 219 71 290
Prize awards payable 740 740

Total adjustments 6,113 12,933 (1,073) 17,973 1,918
Net cash provided by (used for) operating activities $ 241,755 $ 10,754 $ (67,326) $ 185,183 $ 4,613

R.I.
Convention

Center

(Expressed in Thousands)

Business-type Activities-- Governmental
Enterprise Funds Activities

State of Rhode Island and Providence Plantations
Statement of Cash Flows

Proprietary Funds
For the Year Ended June 30, 2003

R.I. State Employment Internal
Lottery Security Totals Service Funds
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Assets

Cash and cash equivalents $ 3,427 $ 154 $ 18,541

Receivables
Contributions 21,224
Due from state for teachers 14,873
Miscellaneous 3,185

Total receivables 39,282

Investments, at fair value
Equity in Short-Term Investment Fund 2,091
Equity in Pooled Trust 5,361,720
Plan specific investments 22,850
Other investments 1,734 65,500

Total investments
before lending activities 5,386,661 1,734 65,500

Invested securities lending collateral 582,424

Property and equipment, at cost, net
of accumulated depreciation

Line of Business System in Development 15,115
Computer Equipment 302

Total Property and Equipment 15,417

Total assets 6,027,211 1,888 84,041

Liabilities

Securities lending liability 582,424
Accounts payable 4,511
Deposits held for others 84,041

Total liabilities 586,935 84,041

Net assets held in trust for pension
and other benefits $ 5,440,276 $ 1,888 $

Trust Synagogue Agency
Pension Touro Jewish

Private Purpose

State of Rhode Island and Providence Plantations
Statement of Net Assets

June 30, 2003
(Expressed in Thousands)

Fiduciary Funds
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Additions
Contributions

Member contributions $ 148,198 $
Employer contributions 112,683
State contributions for teachers 38,243
Interest on service credits purchased 1,389

Total contributions 300,513
Investment income

Net appreciation (depreciation) in fair value of investments 15,599 36
Interest 91,858 56
Dividends 44,783
Other investment income 16,653

168,893 92

Less investment expense 23,458
Net income from investing activities 145,435 92

Securities Lending
Securities lending income 7,495
Less securities lending expense 5,713

Net securities lending income 1,782
Total net investment income 147,217 92

Total additions 447,730 92
Deductions
Benefits

Retirement benefits 358,447
Cost of living adjustment 83,698
SRA Plus (option) 24,241
Supplemental benefits 1,007
Death benefits 2,743

Total benefits 470,136
Refund of contributions 6,570
Administrative expense 5,006
Distribution 166

Total deductions 481,712 166

Net increase (decrease) (33,982) (74)

Net assets held in trust for 
pension benefits

Net assets - beginning 5,474,258 1,962
Net assets - ending $ 5,440,276 $ 1,888

Private Purpose

Trust Synagogue
Touro JewishPension

State of Rhode Island and Providence Plantations
Statement of Changes in Fund Net Assets

For the Year Ended June 30, 2003
Fiduciary Funds

(Expressed in Thousands)
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