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Dear Members of the Board:
I am pleased to present the Fiscal Year 2015 Report on Rhode Island’s Local Government Debt. This is the final iteration of
the annual debt management report issued before the completion of the new statewide debt affordability study launched
earlier this year.
In June 2016 at the request of our office, the General Assembly approved legislation that strengthens Rhode Island’s debt
management, including changes to the Public Finance Management Board’s (PFMB’s) statutory charge. Specifically, the
2016 legislation contains reporting requirements that call for the PFMB to produce a debt affordability study, which will
include recommended limits of debt capacity for each issuer of debt in the State, including local governments, no less
frequently than every two years. This study will evaluate the capacity of state, regional, municipal, public and quasipublic corporations, fire districts and special districts that have the authority to issue revenue bonds, general obligation
bonds or notes, and lease participation certificates to issue such obligations.
The PFMB and Treasury staff have begun work on the debt affordability study, with a goal of completing the study in early
2017. This will be the first debt affordability study the state has undertaken since the 1990s and the first time that such a
study will include recommended debt affordability targets for all Rhode Island debt issuers. Going forward, it is likely that the
nature and scope of this annual report will change materially once the PFMB begins releasing its bi-annual debt affordability
study.
Among the highlights from this year’s report on Local Government Debt, which is based on public debt data at the close of
the FY 2015 fiscal year, include the following:
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•

The compound annual growth rate (CAGR) in local tax supported debt1 from FY10-15 was -1.72%,
compared to -1.84% CAGR in State net tax supported debt during the same period.

•

During the past year, accounting statement number 68 issued by the Government Accounting Standards
Board went into effect. As a result, municipalities now use a new method report their pension liabilities.2
Pursuant to these changes, the reported total long term obligations reported by Rhode Island municipalities
roughly doubled from fiscal year 2014 to fiscal year 2015 to $6.68 billion. It is important to note that this
change does not indicate that liabilities doubled during the course of the year, but rather that municipal
liabilities are being reported in a fuller and more rigorous manner.

Rhode Island has made steady progress in improving its fiscal condition over the past few years. Moreover, the recently
enacted debt management reform legislation will help bring Rhode Island closer in line with national best practices, and will
empower the PFMB to better fulfill its purpose of providing strong reporting and accountability for all public debt throughout
the state. This revised annual report and the upcoming debt affordability study, combined with the ongoing, expanded
efforts of Treasury’s Division of Debt Management, will further improve the State’s financial standing, allowing for more
efficient and robust investments in our local economy that will benefit all Rhode Islanders.
Sincerely,

Seth Magaziner
General Treasurer

Includes G.O. Debt and Capital Leases; does not include all other long-term debt.
The GASB 68 employer reporting requirement became effective for fiscal years beginning after June 15, 2014, and has changed financial reporting for public
retirement systems and participating employers. The GASB 68 pronouncement has required employers to separate the funding policies of plans for the accounting
pension expense. All employers are now required to record a net pension liability, which lists assets based on fair value and not actuarial value.
1
2
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Public Finance Management Board (“PFMB”)
Debt Report Update: Rhode Island’s Local Government Debt

In September 2016, the PFMB published its annual Report on Debt Management (“State Debt Report”).
This State Debt Report provides a comprehensive review of State, State Agency and Quasi-Public
Corporation debt. According to R.I.G.L. §42-10.1, the PFMB’s comprehensive annual debt review is to
also include an analysis of the State’s local governmental unit debt. This memorandum provides summary
analysis of the debt profiles of Rhode Island’s cities and towns.
Rhode Island’s relatively high level of State debt is partially the result of certain governmental functions
being assumed at the State level, which in other states might be delegated to the local or county
governmental level. Examples of this include the State’s convention center and correctional facilities. This
argument implies that Rhode Island’s local governments should be relieved of a significant debt burden
relative to municipalities in other states. This continues to be true for the majority of Rhode Island cities
and towns.
The principal findings of this report are summarized below:
Components of Total Long-Term Obligations
The definition of long-term obligations has been expanded in recent years to include unfunded judgments,
claims and accrued pension and other post-employment benefit liability, accrued vacations, absences and
deferred compensation along with G.O. bonds, loans and notes, and capital leases.
In past years, the largest single component of long-term obligations typically consisted of G.O. bonds, loans
and notes payable ($1.59 billion or 44.8% of total debt in FY 2014). However, in light of accounting changes
associated with statement number 68 issued by the Government Accounting Standards Board (GASB),
the long-term debt category that represents the highest proportion of overall outstanding municipal
obligations is now unfunded judgements, claims and accrued pension and other post-employment benefit
liabilities. For example, the table on page 2 compares FY 2014 and FY 2015 unfunded judgements,
claims and accrued pension and other post-employment benefit liabilities.
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Total FY 2014- FY 2015 Unfunded Judgements, Claims and Accrued Pension & OPEB Liability
FY 2014 unfunded
judgements, claims
and accrued pension
& OPEB liability
$1,018,755,331

FY 2014 total longterm debt

FY 2014 unfunded
FY 2015 unfunded
judgements, claims
judgements, claims
and accrued pension
and accrued pension
& OPEB liability share
& OPEB liability
of total long-term debt

$3,604,793,286

28.3%

$4,095,302,213

FY 2015 total longterm debt

FY 2015 unfunded
judgements, claims
and accrued pension
& OPEB liability share
of total long-term debt

$11,304,888,785

36.2%

The second largest category at 22.1 % of all long-term debt is G.O. Bonds payable. In FY 2015, Providence,
followed by Woonsocket, had the highest amount of G.O. Bonds payable at $461.4 million and $165.1
million respectively. At the lower end of the spectrum, Foster had no G.O. Bonds payable in FY 2015.
The next largest obligation for municipalities is enterprise fund debt, which typically is self-supporting, at
11.8 % ($789.5 million). Absences, vacations and deferred compensation, represent 2.4% of long-term
obligations, while leases represent 1.0 % of long-term debt, and “other” debt, which includes items such
as provisions for landfill closure costs, special purpose bonds and other instruments, represents 0.20 %
of long-term debt.

R.I. Cities & Towns Long Term Obligations
Fiscal Year 2015
G.O. Debt
23.3%
61.3%

1.0%
11.8%
0.2%
2.4%

Leases
Enterprise
Other
Absences
Pensions

Enterprise fund debt is not evenly distributed across issuers-- only a handful of cities and towns comprise
the majority of this type of issuance. By way of example, the City of Providence accounts for 16.2% of all
outstanding enterprise fund debt, and Newport has 16.0% of all enterprise fund debt.
Growth of Long-Term Obligations of RI Cities and Towns is Stabilizing
As shown in the following graph, total long-term obligations appear to have increased from $3.27 billion in
2010, to $6.68 billion in 2015, which represents an annual compound growth rate of 15.31%. However, this
growth rate is related to the change in accounting standards for pension obligations. Controlling for this
change in accounting practice, non-pension related debt actually decreased from FY14 to FY15. General
2

obligation (G.O.) debt and capital leases, which represent 24.3% of total long-term obligations,
decreased by $147.0 million from a total of $1.76 billion in 2010 to $1.62 billion in 2015. R.I. cities and
towns total G.O. debt and capital leases decreased at a compound annual growth rate of -1.72%. The
State’s net tax supported debt compound annual growth rate was -1.84%, compared to the 3.46%
growth rate of RI’s personal income over this period.
The local governments with the fastest compound annual debt growth rates since 2010 include Little
Compton (57.48%), Foster (29.13%), Newport (18.04%) and Richmond (16.86%). In terms of absolute
dollar growth, several cities and towns have added significantly to their outstanding debt in the last five
years. These include the following cities: Newport ($28.2 million), Westerly ($18.3 million), Coventry ($15.8
million), Little Compton ($10.4 million) and Pawtucket ($10.3 million). Over the same period, twenty five
municipalities have reduced outstanding debt, most notably, Providence (-$76.1 million) and Woonsocket
(-$28.6 million).

R.I. Cities & Towns - Total Long Term Debt
Obligations FY 2010 - 2015
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The local governments with the most G.O. and capital lease debt include Providence ($497.2 million),
Woonsocket ($165.2 million), Westerly ($86.0 million), Cranston (74.1 million) and Pawtucket ($61.2
million). The communities with the lowest debt levels outstanding include Foster ($0.08 million), Exeter
($0.9 million) and Hopkinton ($1.7 million).
Debt growth rates might appear to be high for certain cities or towns because they may have had minimal
amounts of G.O. debt and capital leases outstanding in 2010. The town of Foster, for example, had
outstanding G.O. debt and capital leases in 2010 of only $0.02 million (see Appendix B). An increase from
such a nominal level of debt outstanding would necessarily show a high rate of growth, but might not
necessarily be a significant increase in absolute dollars. For this reason, it is important to look at absolute
dollar growth, as well as the annual growth rate of debt.
Analysis of debt levels relative to population trends is also important. Estimates provided by the Rhode
Island Division of Statewide Planning for 2010 and 2015 indicate a decrease in the compound annual
growth rate of the state’s population of -0.12%.
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Tax-Supported Debt Ratios
The relative debt burden for cities and towns has been analyzed using ratios consistent with some of the
measures that the rating agencies use to measure debt burden, specifically (a) debt per capita, (b) debt as
a percentage of property value, and (c) debt as a percentage of personal income. The debt statistics used
in this section include general obligation debt and capital leases, which generally corresponds to the rating
agencies definition of net tax supported debt.
Summary financial data was obtained from the FY10-15 audited financial statements of each city and town.
The FY15 audited financial statements are the most current available for all cities and towns. Population
figures are based on the official 2010 census figures from the U. S. Census Bureau, Washington, D.C. and
the R.I. Division of Statewide Planning. Property valuations are based on the equalized weighted assessed
full valuations of each city and town, averaged from 2012 - 2014.
In general, population and property valuation data may lag actual conditions by several years. Despite the
lag in available data, it provides relevant information that allows for comparative debt ratio analysis.
Tax-Supported Debt Per Capita
As demonstrated by the table below, the Rhode Island average of overall net debt per capita is below the
Moody’s Medians for communities with a population between 50,000 and 100,000. Rhode Island cities
and towns with the highest debt per capita include New Shoreham ($16,044) and Woonsocket ($4,166),
and East Greenwich ($3,903) New Shoreham has the lowest population of all 39 municipalities,
Woonsocket has the 6th highest, and East Greenwich has the 26th highest. The communities with the
lowest debt per capita were Foster ($0), Exeter ($145) and Hopkinton ($208).3
Moody's Medians by Rating - US
Cities
(Population 50,000 - 100,000)
Overall Net Debt Per Capita
3,000
2,500
2,000
1,500
1,000
500
0

$2,604
$1,670

RI Cities
and
Towns

Aa

$2,032

$1,768

A

Baa

Moody's Medians by Rating - US
Cities
(Population < 50,000)
Overall Net Debt Per Capita
2,500
2,000
1,500
1,000
500
0

$2,351

$1,945

$2,271

$1,471

RI Cities
and
Towns

Aa

A

Baa

It should be noted that the Rhode Island debt per capita includes all school debt and does not reflect the reduction in debt
burden due to the State School Construction Aid. Some towns participate in regional school districts (Foster/Glocester,
Exeter/West Greenwich and Chariho) and share school debt with the other district communities.
3
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Tax Supported Debt as a Percent of Property Valuation
Debt as a percent of property valuation is a measure often cited by the rating agencies as an indication of
ability to incur indebtedness. Treasury has attempted to measure property wealth through the equalized
weighted assessed full valuation, averaged over a three-year period 2012 - 2014. In communities
with a population between 50,000-1000,000 individuals, Rhode Island cities and towns’ direct net debt
as a percentage of full value is above the Moody’s Median for Aa and A communities, but remains
below the Median for Baa communities. For communities with a population of less than 50,000
individuals, debt as a percent of full value for Rhode Island communities is below the 2016 Moody’s
Medians for A and Baa rated communities but slightly higher than the Aa rated communities.4
Woonsocket (12.55%), Providence (6.36%) and Central Falls (5.1%), carry the highest debt burden by
this measure. Foster (0.01%), Exeter (0.10%) and Hopkinton (0.20%) have the lowest ratios. The
equalized weighted assessed valuation is adjusted for the median family income in each city and town.
Moody's Medians by Rating - US
Cities
(Population 50,000 - 100,000)
Direct Net Debt as a Percentage
of Full Value
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Moody's Medians by Rating - US
Cities
(Population < 50,000)
Direct Net Debt as a Percentage
of Full Value
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Tax-Supported Debt as a Percent of Adjusted Gross Income is within PFMB Guideline Range
Personal income is often compared to debt as a measure of affordability. However, personal income is
tracked by the federal government by region, not by city or town. For this reason, the Rhode Island Division
of Taxation extracted information from the State taxation database to determine the level of reported
adjusted gross income by city and town.5 Treasury then computed the ratio of local debt to adjusted gross
income. The statewide average of debt as a percent of adjusted gross income was 5.75% in 2015. The
cities and towns with the highest ratios included New Shoreham (43.50%), Woonsocket (25.45%) and
Providence (14.42%). The cities and towns with the lowest ratios included Foster (0.05%), Exeter (0.45%)
and Hopkinton (0.76%).6

It should be noted that the debt includes all school debt and does not reflect the reduction in debt burden due to the State
School Construction Aid.
5 2013 Adjusted Gross Income data was the only data set available from the Division of Taxation at time of publication.
6
It should be noted that the debt includes all school debt and does not reflect the reduction in debt burden due to the State
School Construction Aid.
4
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Comparing Debt Burdens of Cities and Towns
From the data obtained, all Rhode Island cities and towns were analyzed based on six debt factors (see
comparisons in Appendix A). Three of the factors were based on FY15 financial statements and
three were based on growth from FY10-15. Please see Appendix A. The debt factors include:
Net Debt Growth by Net Dollar Change - examines the increase or decrease in the total longterm debt on an absolute basis.
Net Debt Compound Annual Growth Rate - examines the rate of increase or decrease in
the amount of long-term debt on a percentage basis.
Debt as a Percentage of Equalized Weighted Assessed Valuations - ranks long-term debt as
a percentage of the assessed property values. Because property valuation is not standardized
across the State, a three-year average from 2011 to 2013 was used.
Dollar Change in Debt per Capita - examines the increase or decrease in the amount of debt for
each city or town divided by the population.
Debt as a Percentage of Adjusted Gross Income - determines debt affordability based on the
income of tax paying residents.
Debt per Capita - total long-term debt of each city or town divided by the population.
Economic growth typically requires added public investment in the form of debt for infrastructure
improvements. Also, certain cities and towns may be infrequent borrowers, which might serve to spike
the results upward, if compared within a limited time frame and the city or town in question has
recently financed a major project (between 2010 and 2015, for example). In addition, special
circumstances not explained by the rankings would include bonds issued for tax synchronization or
school bonds subject to state reimbursement.
Conclusion
Similar to annual reports in recent years, the average debt per capita for Rhode Island’s cities and towns
remains below the median across AA, A and Baa rated US Cities according to the most recent report
from Moody’s. However, it should be noted that (1) other long-term obligations, including pension and
OPEB liabilities, are having an increasingly significant financial impact on Rhode Island’s cities and
towns; (2) debt growth rates are not uniform across Rhode Island local governments. These factors
should be of continuing interest to the Board, as the financial condition of cities and towns has a
substantial, if indirect, impact on the State government.
While this year’s report conforms to the structure and form of previous municipal debt reports, Treasury’s
debt management division plans substantial enhancements to future iterations of this report. The PFMB
and Treasury staff have begun work on the debt affordability study, with a goal of completing the study in
early 2017. This will be the first debt affordability study the state has undertaken since the 1990s and the
first time that such a study will include recommended debt affordability targets for all Rhode Island debt
issuers. Going forward, it is likely that the nature and scope of this annual report will change materially
once the PFMB begins releasing its bi-annual debt affordability study.
6

Treasury welcomes public input to this process and encourages interested parties to submit comments,
suggestions, and observations related to this report at http://treasury.ri.gov/contact.
Treasury extends its thanks to the Division of Taxation, the Division of Municipal Finance, the Division of
Statewide Planning and the State’s financial adviser, Public Resources Advisory Group, for their help in
gathering the statistical data used to compile this report.
Attachments:
Appendix A
Appendix B
Appendix C
Appendix D
Appendix E
Appendix F
Appendix G

Ranking of RI Municipalities Based on Six Debt Factors
City and Town Financial Data
Description of RI Property Valuation Methodology
General Obligation Medians for Municipalities: Update as Of Oct. 9, 2015
RI Municipal Credit Ratings, October 2015
Summary of Debt Issuances
Moody’s 2014 US Local Government Medians, March 2016
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