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City of Manchester
Department of Finance

One City Hall Plaza
Manchester, NH 03101
Phone: (603) 624-6460
Fax: (603) 624-6549

March 27, 2012

To the Honorable Board of Mayor and Aldermen and
Citizens of the City of Manchester, New Hampshire

The Comprehensive Annual Financial Report (CAFR) for the City of Manchester (the City) for
the fiscal year ended June 30, 2011 is hereby submitted. The City's Finance Department prepared
this CAFR. The purpose of this report is to provide citizens, investors, grantor agencies, and
other interested parties with reliable financial information about the City. Responsibility for both
the accuracy of the data and the completeness and fairness of the presentation, including all
disclosures, rests with management. To the best of our knowledge and belief, the enclosed data is
accurate in all material respects and is reported in a manner that presents fairly the financial
position and changes in financial position of the various funds and component units of the City.
All disclosures necessary to enable the reader to gain an understanding of the City's activities
have been included.

The CAFR is presented in three sections: the introductory section, the financial section, and the
statistical section. The introductory section, which is unaudited, includes this letter of transmittal,
the City's organizational chart, and a listing of City officials. The financial section includes the
independent auditor's report, management’s discussion and analysis (MD&A), the basic financial
statements, notes to financial statements, required supplementary information, and the combining
and individual financial statements and schedules. The statistical section, which is unaudited,
includes pertinent financial and general information indicating trends for comparative basis fiscal
years. The MD&A is management’s opportunity to provide an overview and analysis of the
City’s financial operations. The MD&A should be read in partnership with this transmittal letter.

The City’s Charter requires an annual audit by an independent certified public accountant. The
City has engaged McGladrey & Pullen, LLP, Certified Public Accountants, to conduct the City's
audit for the fiscal year ended June 30, 2011. The auditor's report on the basic financial
statements is included in the financial section of this report. In addition to meeting the
requirements set forth in State statutes and the Charter, the audit was designed to meet the
requirements of the federal Single Audit Act and related OMB Circular 133. The auditor's
reports on internal controls and compliance can be found in a separately issued Single Audit
report.



The City's basic financial statements include all entities for which the City is financially
accountable and other organizations of the City for which the nature and significance of their
relationship with the City are such that exclusion would cause the City's financial statements to
be misleading or incomplete. The City’s financial statements include four discretely presented
component units — the Manchester School District (MSD), the Manchester Development
Corporation (MDC), the Manchester Public Television Service, Inc. (MPTS) and the Manchester
Transit Authority (MTA).

General — Manchester, the largest City north of Boston, is located on the Merrimack River in
south central New Hampshire. It is bordered by the towns of Hooksett, Bedford, Londonderry,
Goffstown, Auburn, Litchfield, and Merrimack. According to a 2010 report of the New
Hampshire Office of Energy and Planning, the City has a population of 109,565 and occupies a
land area of 33.0 square miles. The Manchester Metropolitan Area, with a ten mile radius, has a
population of over 400,000. The Manchester Metropolitan Area is an area that the City believes
to represent a key geographic region for the City’s economy.

The City provides general governmental services for the territory within its boundaries, including
police and fire protection, collection and disposal of garbage and rubbish, water and sewer
services, highways, and street and sidewalk maintenance, public health and welfare, and code
compliance. Public education is provided through the MSD for grades kindergarten through
twelve and vocational education is available in grades nine through twelve. In addition, the City
maintains 55 parks, two ice-skating coliseums, the Mclntyre Ski Area, the Derryfield Country
Club, four municipal pools, a minor league baseball stadium and a 10,000 seat civic arena. The
City also owns and operates the Manchester-Boston Regional Airport.

Government— The City operates with a strong mayor form of government. The Mayor is the
City’s full-time chief executive officer. The Mayor has appointment powers and budget line-item
veto authority. The City’s Charter, approved by the voters in 1996, includes an ethics policy, a
local initiative option, and calls for the formation of a Charter Review Committee every ten
years.

The City is governed by an elected Mayor and a fourteen member Board of Aldermen (BMA)
representing each of the city’s twelve wards and two aldermen elected at-large. The BMA
approves the City’s budget. The Finance Committee, consisting of the entire Board of Mayor and
Aldermen, approves labor contracts and also adopts monetary appropriations.

City financial management is the responsibility of the Finance Officer and the Department of
Finance. The Finance Officer is responsible for establishing and maintaining a system of controls
and financial reporting to ensure that the City’s assets are protected from loss, theft or misuse
and to ensure that adequate accounting data is compiled to allow for the preparation of financial
statements in conformity with law and generally accepted accounting principles (GAAP). The
Department of Finance also performs significant and ongoing monitoring of the financial
performance of the City’s departments and enterprise funds, including monthly and quarterly
interim reports and forecasted year-end revenue and expenditure/expense balances for all
departments.

As required by City ordinance and by the Charter, interim reports are submitted to the BMA.
Interim reports are reviewed with the Committee on Accounts, Enrollment and Revenue
Administration (COA). The COA is a five member standing committee of the Board of



Aldermen. The COA meets on a regular basis to review and to discuss financial matters. The
City has adopted debt policies and ordinances for the handling of one-time revenues, insurance
reserves and undesignated fund balances.

Internal Controls - Management of the City is responsible for establishing and maintaining a
system of internal controls over financial reporting to ensure that the assets of the government
are protected from loss, theft, or misuse and to ensure that adequate accounting data is compiled
to allow for the preparation of financial statements in conformity with GAAP. Controls are
designed to provide reasonable, but not absolute assurance regarding (1) the safeguarding of
assets against loss from unauthorized use; and (2) the reliability and accuracy of financial
statements. The concept of reasonable assurance recognizes that the cost of internal control
should not exceed the benefits likely to be derived; and that the evaluation of cost and benefits
requires estimates and judgment by management. The City believes that its internal accounting
controls adequately safeguard assets and provide reasonable assurance of proper recording of
financial transactions.

Independent City Auditor — The Charter requires an Independent City Auditor (IA). The IA is
responsible for the independent audit of the City’s CAFR as well as conducting investigations,
analyses and research. The existence of the IA provides for strong internal controls.

Appropriation Process and Budget Control - The Charter provides for the Mayor, and such
other officials as the Mayor shall select, to prepare a budget for consideration by the Board of
Aldermen. The Charter requires budget adoption by the second Tuesday of June. If the BMA
fails to adopt appropriation resolutions for the ensuing fiscal year, the Mayor's budget as
originally proposed shall prevail. The Charter also provides for supplemental appropriations,
reductions of appropriations, transfers of appropriations under certain limited circumstances and
allows for the adoption of biennial budgets.

The City maintains extensive budgetary controls. The objective of these controls is to ensure
compliance with legal provisions embodied in the annual appropriated budget approved by the
BMA. Activities of the general fund are included in the annual appropriated budget. Project-
length budgets are prepared for the special revenue and capital projects funds. The level of
budgetary control is the departmental level within each fund.

Cash Management - The City has an adopted Investment Policy. The Investment Policy
conveys the concept that the preservation of capital and the liquidity requirements are the two
primary factors considered in the structure of the portfolio. The Finance Officer reports on
investment performance to the Board of Mayor and Aldermen on a quarterly basis.

Excess cash is invested in U.S. Treasury Bills, certificates of deposit, repurchase agreements, and
the State of New Hampshire (the State) Investment Pool. The maturities of the investments range
from thirty days to three years, with the average maturity closer to the thirty-day range. Between
65% - 70% of the cash and investments held at fiscal year-end in the city-wide statements were
collateralized through Joint Custody Accounts at the Federal Reserve Bank of Boston or through
perfected collateral arrangements.

Risk Management - The City has a program of both self-insurance and policies for worker's
compensation, health, and general liability. Under this arrangement a third party administrator
manages the claims with the City Risk Manager.



Community Improvement Programs — As part of the budget process, the Finance Officer
provides the Mayor and Aldermanic CIP committee with a five year debt affordability forecast as
a basis for the development of the Mayor’s recommended CIP program/budget. The project
initiatives are envisioned over the ensuing fiscal period in accordance with the affordability
forecast.

Economy- As the State’s largest city and business center, Manchester enjoys a diversified
economic base. The combination of this diversified base along with the City’s investment in the
Manchester-Boston Regional Airport, the Verizon Wireless Arena and various Millyard
initiatives should help sustain the City during this challenging economic period. This effort has
led to the location of a broad array of businesses and industries within the City, and has provided
a base for future economic development. Much of this diversification was accomplished through
redevelopment projects, which required public and private cooperation.

The City’s current economy appears generally steady with property tax collections rates
remaining consistent with prior year. In addition, the Board of Mayor and Aldermen have
adopted policies and capital initiatives to further strengthen the City’s financial condition and the
local economy during this period of economic slowdown.

The labor force in the Manchester NH MetroNECTA numbers 98,200 at October 31, 2011 while
the unemployment rate is 4.8% at October 31, 2011.

Debt- The general debt limit of the City is 9.75% of base valuation', of which Water and Sewer
projects ordered by the State Water Supply and Pollution control commission, self-supporting
sewer debt, debt for urban redevelopment and housing purposes, and overlapping debt are
excluded from the measure of indebtedness. Other water projects are subject to a separate,
special debt limit of 10% of the City's base valuation. Borrowings authorized by special
legislative acts rather than the general municipal finance statutes are sometimes excluded from a
city or town's statutory debt limit.

As of June 30, 2011 the City has a total outstanding General Obligation debt of $239,791,559 for
various improvements, infrastructure improvements, and economic development projects. There
are no authorized, unissued debt obligations as of June 30, 2011.

The City currently retains the following credit ratings; FitchRatings ("Fitch”), Moody’s Investors
Service, Inc. (“Moody’s”) and Standard & Poor’s Ratings Services, a division of The McGraw-
Hill Companies, Inc. (“S&P”), have assigned the ratings of “AA+” “Aal” and “AA+
respectively. The MSD was assigned the following credit ratings; Fitch, Moody’s and S&P, have
assigned the ratings of “AA)” “Aa3,” and “AA,” respectively. The MWW was assigned the
following credit ratings; Fitch, Moody’s and S&P, have assigned the ratings of “AA,” “Aa3,”
and “AA,” respectively.

! Base valuation for debt limits is provided annually by the State of New Hampshire Department of Revenue
Administration as part of the calculations for equalized assessed valuations for each municipality, and amounted to
$822,217,000.
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As discussed in Note 12 of the financial statements, the net assets of the governmental activities, as of
June 30, 2010, has been restated. We audited the adjustments necessary to restate the 2010 financial
statements as disclosed in Note 12. In our opinion, such adjustments are appropriate and have been
properly applied. With respect to items addressed in note 12, the previously-issued auditors’ report dated
February 4, 2011 is not to be relied on because the previously-issued financial statements were materially
misstated as described in Note 12 and the previously-issued auditors’ report is replaced by the auditors’
report on the restated financial statements.

In accordance with “Government Auditing Standards,” we have also issued our report dated March 27,
2012 on our consideration of the City of Manchester, New Hampshire's internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with “Government Auditing Standards” and should be considered in
assessing the results of our audit.

The management discussion and analysis and the schedules of funding progress and employer
contributions is not a required part of the basic financial statements, but is supplementary information
required by accounting principles generally accepted in the United States of America. We and the other
auditors 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.

%d%//&f&%/ Lo

New Haven, Connecticut
March 27, 2012
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City of Manchester, New Hampshire
Management’s Discussion and Analysis
June 30, 2011

As management of the City of Manchester, New Hampshire (the City) we offer readers of the financial
statements this narrative overview and analysis of the financial activities of the City for the fiscal year ended
June 30, 2011. We encourage readers to consider the information presented herein along with additional
information we have furnished in our letter of transmittal, as well as the City’s basic financial statements that
follow this section.

Financial Highlights

¢ On a government-wide basis of the primary government, the assets of the City exceeded its
liabilities resulting in total net assets at the close of the fiscal year of $537.5 million. Total
net assets for Governmental Activities at fiscal year-end were $134.7 million and total net
assets for Business-Type Activities were $402.8 million.

¢ On a government-wide basis, during the fiscal year, the City’s net assets increased by $18.1
million or 3.4%, from $519.4 million to $537.5 million. Net assets increased by $7.8 million
for Governmental Activities and net assets increased by $10.3 million for Business-Type
Activities. Government-wide expenses were $253.9 million, while revenues were $272.0
million.

¢ At the close of the fiscal year, the City’s governmental funds reported, on a current financial
resource basis, combined ending fund balances of $95.0 million, an increase of $42.9 million
from the prior fiscal year. The increase is mainly due to proceeds from an issuance of
General Obligation Public Improvement Bonds on December 16, 2010. See Note 10 of this
report for further detail.

¢ At the end of the current fiscal year, the total fund balance for the General Fund was $23.0
million, an increase of $1.6 million from the prior fiscal year. As of June 30, 2011, the
general fund had an unassigned fund balance of $2.9 million which represents 1.7% of total
FY 11 General Fund expenditures and transfers ($165.2 million).

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements.
The basic financial statements are comprised of 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 as well as the basic financial statements.

11



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. All of the resources the City has at its disposal are
shown, including major assets such as buildings and infrastructure. A thorough accounting of the cost of
government is rendered because the statements present all costs, not just how much was collected and
disbursed. They provide both long-term and short-term information about the City’s overall financial status.

The statement of net assets presents information on all of the City’s assets and liabilities, with the difference
reported as net assets (deficits). Over time, increases or decreases in net assets (deficits) may serve as an
indicator of whether the financial position of the City is improving or deteriorating. It speaks to the question of
whether or not, the City, as a whole is better or worse off as a result of this year’s activities. Other non-
financial factors such as changes in the City’s property tax base and the condition of the City’s infrastructure
will need to be considered to assess the overall health of the City.

The statement of activities presents information showing how the government’s net assets (deficits) changed
during the most recent fiscal year. All of the current year’s revenues and expenses are taken into account
regardless of when cash is received or paid. Thus, revenues and expenses are reported in this statement for
some items that will only result in cash flow in some future fiscal period, uncollected taxes and earned but
unused vacation leave are examples.

Both of the government-wide financial statements distinguish functions of the City that are 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).

¢ Governmental activities of the City encompass most of the City’s basic services and include
governmental and community services, administration, public safety, health and sanitation,
highways and streets, welfare, and education and library as well as cemetery, and parks and
recreation. Property taxes, charges for services and state and federal grants finance most of
these activities.

¢ Business-type activities of the City consist of the Water Works, Environmental Protection
Division, Aviation, Recreation and the Parking Program. They are reported here, as the City
charges a user fee to customers to help cover all or most of the cost of operations.

¢ The government-wide financial statements include not only the City itself, but also four
legally separate component units, the Manchester School District (MSD), the Manchester
Transit Authority (MTA), and the Manchester Public Television Service, Inc. (MPTS) and
the Manchester Development Corporation (MDC).

The government-wide financial statements (statement of net assets and statement of activities) can be found on
pages 22-24 of this report.

12



Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control and accountability over resources that
have been segregated for specific activities or objectives. The City, like other state and local governments,
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements. The City
has three fund types:

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 government’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 government’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.

The City maintains eight 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 the Capital Projects which are considered to be major
funds. Data from the other governmental funds are combined into a single, aggregated presentation as Other
Governmental Funds. Non-major governmental funds for the City include the United States Department of
Housing and Urban Development (DHUD) Section 108 Fund, Community Development Block Grant Fund,
Other Grants Fund, Civic Center Fund, and the Revolving Loan Fund. Permanent Funds consist of the
Cemetery Fund and the Library Fund. Individual fund data for each of these non-major governmental funds is
provided in the combining balance sheets on pages 97-98 and in the combining statement of revenues,
expenditures and changes in fund balance on pages 99-100.

The City adopts an annual budget for its general fund. A budgetary comparison statement has been provided
for the general fund to demonstrate compliance with the authorized budget. The statement of revenues,
expenditures and changes in fund balance on a budgetary basis can be found on page 28.

The basic governmental fund financial statements (balance sheet and statement of revenues, expenditures and
changes in fund balance) can be found on pages 25-26 of this report.

Proprietary funds. The City maintains five proprietary funds. Enterprise funds are used to report the same
functions presented as business-type activities in the government-wide financial statements. The City uses
enterprise funds to account for its Water Works, Environmental Protection Division, Aviation, Recreation and
the Parking Funds. The proprietary fund financial statements provide separate information for the Water
Works, Environmental Protection Division and Aviation, which are considered to be major funds of the City.
Conversely, both of the remaining funds are combined into a single, aggregated presentation in the proprietary
fund financial statements. Individual fund data for the Recreation Fund and the Parking Fund is provided on
pages 101-102 in the form of combining statements elsewhere in this report.

Proprietary funds provide the same type of information as the government-wide financial statements, only in
more detail. The proprietary fund financial statements can be found on pages 29-30 of this report.
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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 statement because the
resources of those funds are not available to provide services to the City’s constituency. The City has two
pension trust funds and one agency fund. The accounting used for fiduciary funds is much like that used for
proprietary funds. The basic fiduciary fund financial statements can be found on pages 33-34 and 67-68 of this
report.

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 on pages
35-88 of this report.

The notes to this report also contain certain information concerning the City’s progress in funding its
obligation to provide pension benefits to its employees.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position and
an important determinant of its ability to finance services in the future. On a government-wide basis, the
City’s assets exceeded its liabilities by $537.5 and $519.4 million at June 30, 2011 and 2010, respectively.
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City of Manchester, New Hampshire
Net Assets ($000's)
Primary Government

June 30, 2011 June 30, 2010
Govern- Business Govern- Business
mental Type mental Type
Activities Activities Total Activities * Activities Total

Current and Other Assets  § 164,551 § 125726 § 290,277 § 163,160 $§ 116,058 § 279,218

Non-Current 55,851 2,871 58,722 13,194 3,361 16,555
Capital Assets 342,335 608,111 950,446 336,606 612,086 948,692
Total Assets 562,737 736,708 1,299,445 512,960 731,505 1,244,465
Current Liabilities 109,881 15,501 125,382 107,147 18,228 125,375
Long-term liabilities
outstanding 318,126 318,441 636,567 278,904 320,802 599,706
Total Liabilities 428,007 333,942 761,949 386,051 339,030 725,081
Net Assefts:
Invested in Capital
Assets, net of related debt 140,218 306,967 447,185 134,654 304,238 438,892
Restricted 18,991 63,087 82,078 19,466 59,496 78,962
Unrestricted (24,479) 32,712 8,233 (27,211) 28,741 1,530
Total Net Assets $ 134730 § 402,766 $ 53749 § 126909 § 392475 § 519,384

* Amount restated for OPEB accrual.

At the end of the current fiscal year, the City is able to report a positive balance in both its governmental and
proprietary activities.

A portion of the City’s net assets totaling $447.2 million reflects its investment in capital assets (e.g., land,
buildings, machinery and equipment), net any outstanding debt related to these assets. The City uses these
capital assets to provide services to citizens; consequently, these assets are not 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 themselves
cannot be used to liquidate these liabilities.

The portion of the City’s net assets that are restricted, $82.1 million, represents resources that are subject to
external restrictions on how they may be used. Unrestricted net assets of $8.2 million may not be used to meet
the government’s ongoing obligations to citizens and creditors, due to the negative balance in Governmental
activities. The primary reasons for that negative balance in governmental activities are due to the Old System
Pension Obligation Bond with an outstanding balance of $11.8 million, which was issued to properly fund the
unfunded amount, the Landfill Closure Project, which has an outstanding balance of $9.0 million, other
landfill closure and post-closure care costs estimated liability with an outstanding balance of $5.0 million,
Urban Renewal Related Projects with outstanding balances of $.8 million, long-term debt related to insurance
claims with an estimated outstanding balance of $4.8 million, as well as long-term debt related to compensated
absences with an estimated outstanding balance of $11.2 million at June 30, 2011. The increase in invested
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capital assets net of related debt is due to the recent General Obligation bond sale and the related unspent bond
proceeds.

City of Manchester, New Hampshire
Changes in Net Assets ($ 000's)
Primary government

June 30,2011 June 30,2010
Govern- Business Govern- Business
mental Type mental Type
Activities Activities Total Activities Activities Total
Revenues:

Program Revenues:
Charges for services $ 29953 § 90996 $ 120,949 $ 22402 $ 89,718 $§ 112,120
Operating grants and contributions 18,506 144 18,650 22653 1,872 24,525
Capital grants and contributions 4,507 13,043 17,550 1223 6,969 8,192

General Revenues:
Property taxes/auto/franchise fees 106,166 - 106,166 104828 - 104,828
Unrestricted investment eamings 1203 872 2,075 1,187 1,032 2,219
Transfers and other 8272 (1686) 6,586 9664 (2,460) 7,204
Total revenues 168,607 103369 271,976 161957 97,131 259,088

Expenses:

General government 43,126 - 43,126 44072 - 44,072
Public safety 61213 - 61,213 56344 - 56,344
Health and sanitation 5.868 - 5,868 5776 - 5,776
Highways and streets 29261 - 29,261 28612 - 28,612
Welfare 1,343 - 1,343 1478 - 1,478
Education and library 8,680 - 8,680 8319 - 8,319
Parks and recreation 5738 - 5,738 5,538 - 5,538
Cemetery Trust 36 - 36 79 - 79
Investment management fee 55 - 55 58 - 58
Interest expense 5466 12623 18,089 3895 14,651 18,546
Operations - 80455 80,455 - 82,162 82,162
Total Expenses 160,786 93,078 253,864 154,171 96,813 250,984
Change in net assets 7821 10291 18,112 7786 318 8,104
Net assets - beginning 126,909 392475 519,384 119,123 * 392,157 511,280
Net assets - ending $ 134730 $ 402766 $ 537,496 $ 126909 $ 392,475 $ 519,384

* As restated for OPEB accrual.

The City’s net assets increased by $18.1 million during the fiscal year, with net assets of Governmental
Activities increasing by $7.8 million, and net assets of Business-Type Activities increasing by $10.3 million.
The public safety incurred more expenditures in 2011 than 2010 related to investments in net assets.
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Business-Type Activities

Business-Type activities increased the City’s net assets by $10.3 million, which is an increase of $10.0 million
from an increase of $.3 million for last year. See next page for more detail.

¢ Water Works net assets increased by $2.4 million, up $1.9 million from the increase in net
assets of $.5 million last year. Capital contributions were $3.5 million for the current fiscal
year as compared to $1.0 million during the fiscal year ended June 30, 2010.

¢ EPD net assets increased by $7.3 million in FY 2011, compared to an increase of $7.4
million in FY 2010. This nearly identical increase was driven by slightly higher revenues,
offset by a similar increase in total expenditures. Capital Contributions were $.8 million for
the current fiscal year as compared to $1.1 million in the prior fiscal year.

¢ Aviation net assets increased by $1.6 million. Aviation fund capital contributions amounted
to $8.8 million, an increase from $4.1 million in the previous year. Manchester-Boston
Regional Airport experienced a decrease (5.0%) in passenger enplanements in FY2011, as
enplanements decreased by 69,366 from FY 2010.

Financial Analysis of the Fund Financial Statements

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

Governmental funds. The focus of the City’s governmental funds is to provide information on near-term
inflows, outflows, and balances of spendable resources. Such information is useful in assessing the City’s
financing requirements. In particular, unreserved fund balance may serve as a useful measure of a
government’s net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the City’s governmental funds reported combined ending fund
balances of $95.0 million, an increase from $52.1 million as reported on June 30, 2010. The increase of $42.9
million in fund balances is mainly due to the bond sale in December 2010 and related proceeds.
Approximately .6% of this total amount constitutes unassigned fund balance. The remainder of the fund
balance is considered either nonspendable, restricted, committed, or assigned as defined by the new GASB 54
fund balance definitions. These new fund balance definitions can be found in note 1 in the notes to the
financial statements.

The general fund is the chief operating fund of the City. At the end of the current fiscal year, the unassigned
fund balance of the general fund was $2.9 million while the total fund balance reached $23.0 million. As a
measure of the general fund’s liquidity, it may be useful to compare both unassigned fund balance and total
fund balance to total fund expenditures and operating transfers. Unassigned fund balance represents 2.2% of
total general fund expenditures of $130.4 million, while total fund balance represents 17.6% of that same
mount.

Proprietary funds. The City’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

Manchester-Boston Regional Airport experienced a decrease of (5.0%) in passenger enplanements in FY2011,
as enplanements decreased by 69,366 from FY2010. Manchester-Boston Regional Airport is not alone in this
decrease, as many airports in the small and medium hub categories experienced reductions in capacity, either
from the airlines substituting regional jets for mainline jets or by the airlines eliminating service all together.
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Operating loss increased from ($5,289,822) in FY2010 to ($5,992,723), an increase of 13% over FY2010.
The operating loss increase was due primarily to increased depreciation expense. Due to active airport

management the operating expenses for FY 2011 (net of depreciation expense) decreased by approximately
$325,566 or 1%.

Net assets of the proprietary fund consisting of the Water Works were $78.3 million, as compared to $75.9
million in the prior year. The unrestricted net asset balance of the Water Works was $3.8 million. The
restricted net assets increased from $13.0 million to $13.7 million. The Water Works experienced operating
revenues of $17.0 million from user fees. The total net loss for the Water Works was ($1.0) million before
capital contributions of $3.5 million. The change in net assets for the fiscal year ended June 30, 2011 was $2.4
million, due mainly to an increase in operating income and capital contributions from the prior year.

Total assets for Environmental Protection Division (EPD) increased from $165.1 million at June 30, 2010 to
$179.4 million at June 30, 2011, an increase of $14.3 million. The unrestricted net asset balance for EPD
increased by $7.8 million in fiscal year 2011 which was offset by an increase of $6.7 million in long-term debt
owed to the State of New Hampshire under the State Revolving Loan Fund.

Capital expenditures increased from $6.1 million in 2010 to $12.8 million in FY 2011, with construction
culminating on the Incinerator upgrade, continuing on Cohas Brook Interceptor (CBI), and beginning on
Sewer & Pump Station Infrastructure projects. Work on Combined Sewer Overflow to resume in the near to
intermediate future.

General Fund Budgetary Highlights

During the year, actual revenues and other financing sources on a budgetary basis were $129.3 million,
$1,286,274 more than the estimated revenues. Actual tax revenues were less than budgeted by $117,919.
Actual intergovernmental revenue was $149,585 over budgetary estimates. Investment income was $151,364
more than the $580,000 that had been budgeted. An additional positive outcome of $1,222,685 resulted from
an increase in auto registrations over the revised budgeted amount. Nonenterprise charges for sales and
services were $33,402 more than budgeted. Other revenues were $138,929 less than budgeted. Transfers in
were $13,914 less than budgeted estimates.

Actual expenditures on a budgetary basis and other financing uses totaled $129.2 million, $1,175,997 more
than budgeted. Highlights in expenditures variances include the following: General Government expenditures
were $1,668,825 more than budgeted primarily due to a MECRS prepayment of $1,208,899 for FY 2012
which was approved by the BMA and to increases in health insurance. Expenditures in Highway and Streets
ended in a positive variance of $115,994 resulting from decreases in actual salaries and contracts spent. Other
departments resulted in positive variances due to attrition and savings in effective budget maintenance. The
combined net difference of budgeted revenues and expenses on a budgetary basis resulted in a positive
variance of $110,277.

Capital Asset and Debt Administration

Capital assets. The City’s investment in capital assets for its governmental and business type activities as of
June 30, 2011, amounts to $950 million, net of accumulated depreciation. This investment in capital assets
includes land, building and system improvements, machinery and equipment, park facilities, roads, sewers and
bridges. The total increase in the City’s investment in capital assets for the current fiscal year was $1.8 million
or .1%.
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City of Manchester, New Hampshire
Capital Assets (net of depreciation) (000's)
June 30,2011 and 2010

Primary Government

2011 2010
Govern- Business- Govern- Business-
mental Type mental Type
Activities Activities Total Activities Activities Total Change
Land 14386 50,118 64,504 14338 50,007 64,345  $ 159
Buildings and improvements 241872 470,664 712,536 234,708 484386 719,094 (6,558)
Infrastructure 62910 - 62910 60316 - 60,316 2,594
Interceptors - 55817 55817 - 50256 50,256 5,561
Equipment and vehicles 15,008 17,701 32,709 13,785 14970 28,755 3,954
Construction in progress 8,159 13811 21970 13459 12,467 25,926 (3,956)
Total § 342335 § 608111 $ 950446 $ 336,606 $ 612,086 $ 948,692 S 1,754

Major capital asset events during the current fiscal year included the following:
¢ Improvements and renovations to school facilities.
Continued rehabilitation of playgrounds and athletic fields.
Infrastructure improvements including roads, bridges, and sanitary and sewer projects.
Replacement of emergency and rescue equipment and purchase of police vehicles.
New Municipal Complex project.
Aviation capital improvements and buildings.
Water Works buildings and structures.
EPD capital improvements and infrastructure.

* & & & & o o o

Recreation capital improvements.

Information on the City’s capital assets can be found in Note 8 on pages 57-60 of this report.
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City of Manchester, New Hampshire
Outstanding Debt
General Obligation and Revenue Bonds (000's) in thousands
June 30, 2011 and 2010

2011 2010
Business- Business-
Governmental Type Govemmental Type
Activities Activities Total Activities Activities Total
General Obligation Bonds 205802 49,922 $ 255,724 150,689 42,191 $ 192,880
Revenue Bonds, net of

premiums and discounts 82810 257,295 340,105 101,292 265,683 366,975
Totals $ 288612 $ 307,217 $ 595,829 $ 251,981 $ 307,874 $ 559,855

Long-term debt. At the end of the current fiscal year, the City had total debt service requirements including
interest payments, on bonded debt outstanding, of $873.5 million. General obligation debt is backed by the full
faith and credit of the City government.

As of December 31, 2011, the City was assigned the following credit ratings, Fitch Ratings, Moody’s
Investors Service, Inc. and Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies,
Inc., have assigned the ratings of “AA+,” “Aal,” and “AA+,” respectively.

The general debt limit of the City is 9.75% of base valuation. Base valuation ($8,432,994,000) is determined
by adding the amount of taxable property lost to the City as a result of the enactment of the State Business
Profit Tax Law to the “equalize assessed valuation.” Not more than 7% of the base valuation may be incurred
for school purposes. Water and sewer projects ordered by the State Water Supply and Pollution Control
Commission, self-supporting sewer debt, debt for urban redevelopment and housing purposes, and
overlapping debt are excluded from the measure of indebtedness. Other water projects are subject to a
separate, special debt limit of 10% of the City’s base valuation. Borrowings authorized by legislative acts
rather than the general municipal finance statutes are sometimes excluded from the city’s debt limit. The Total
Equalized Valuation figure includes Utility Valuation and Railroad Monies Reimbursements. Total bonded
debt for the general government includes the MSD portion. As of June 30, 2011, the City recorded long-term
debt of $288.6 million related to Governmental Activities, $120.6 million related to the MSD and $307.2
million related to Business-Type Activities, well below its statutory debt limit. Information on the City’s long-
term debt can be found in Note 10 on pages 62-66 of this report.

Requests for Information

The financial report is designed to provide a general overview of the City’s finances for all those with an
interest in government’s finances. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to the Finance Officer at One City Hall
Plaza, Manchester, NH 03101.
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CITY OF MANCHESTER, NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

Note 1. Summary of Significant Accounting Policies

Reporting entity

The City of Manchester, New Hampshire, (the City) was incorporated in June of 1846 and
operates as a municipal corporation governed by an elected mayor and a fourteen (14) member
aldermanic board. Accounting principles generally accepted in the United States of America
require that the reporting entity include (1) the primary government, (2) organizations for which
the primary government is financially accountable and (4) other organizations for which the
nature and significance of their relationship with the primary government are such that exclusion
would cause the reporting entity's financial statements to be misleading or incomplete. The
criteria provided in Government Accounting Standards Board Codification Section 2100 have
been considered and as a result, the component units discussed below are included in the City's
reporting entities because of their operational significance and financial relationship with the
City.

Discretely presented component units

Manchester Development Corporation ( MDC ) - The MDC was created by the Board of Mayor
and Aldermen ( BMA ) as a public corporation for the purpose of developing economic
opportunities for the City. The MDC Board of Directors is comprised of twelve (12) members,
all of whom shall be nominated by the Mayor and confirmed by the Board of Aldermen of the
City. Separate audited financial statements are not availablee MDC is presented as a
governmental fund type.

Manchester Public Television Service, Inc. (MPTS) - The MPTS was created by the Board of
Mayor and Aldermen (BMA) as a nonprofit organization whose mission is to develop, promote
and facilitate, access and training for any Manchester resident to create television programs and
have those programs cablecast throughout the City of Manchester. The MPTS Board of
Directors is comprised of five (5) voting members. Three (3) directors shall be appointed by a
majority vote of the Aldermen; the other two (2) directors shall be nominated by the Mayor and
confirmed by a majority vote of the aldermen. Separate audited financial statements are not
available. MPTS is presented as a governmental fund type.

Manchester School District ( District or MSD ) - The MSD is responsible for elementary and
secondary education within the government's jurisdiction. The fourteen (14) members of the
school board are elected by the voters. However, the District is fiscally dependent upon the
government as the government's BMA approves the District's budget, levies taxes (if necessary)
and must approve any debt issuances. Other independent auditors audited the MSD, a June 30
year-end, and their report, dated March 12, 2012, and has been issued under separate cover. The
District is presented as a governmental fund type.

Manchester Transit Authority ( MTA ) - The MTA was created by the BMA to provide a public
transportation system for the citizens of the City. A five-member board appointed by the BMA
oversees the MTA. Other independent auditors audited the MTA, a June 30 year-end, and their
report, dated October 12, 2011, and has been issued under separate cover. The MTA is presented
as a proprietary fund type.
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CITY OF MANCHESTER, NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

Complete financial statements of the individual component units for MDC, MPTS, MSD and
MTA may be obtained directly from their administrative offices.

Manchester Development Corporation Manchester Public Television Service, Inc.
One City Hall Plaza 1045 Elm Street, 3™ Floor

Manchester NH 03101 - 4008 Manchester NH 03101

Manchester Transit Authority Manchester School District

110 Elm Street 195 McGregor St, Ste 201

Manchester NH 03101 - 2799 Manchester NH 03102

Blended Component Unit

City of Manchester Employees’ Contributory Retirement System (MECRS ) - The MECRS was
created by the BMA for the purpose of administering the assets of the employees’ contributory
retirement system. The MECRS’ Board of Trustees consists of seven members, as follows: the
City Finance Officer, the Mayor, one person appointed by the Board of Aldermen, two citizens
of the City - one appointed by the Mayor, one elected by the MECRS members and two MECRS
members also elected by the MECRS members. Other independent auditors audited the MECRS,
a December 31 year end, for the year ended December 31, 2010, and their report; dated June 24,
2011 has been issued under separate cover. MECRS is presented as a pension trust fund.

Complete financial statements of the component unit may be obtained directly from its
administrative office.

City of Manchester Employees’
Contributory Retirement System
1045 Elm Street — Suite 403
Manchester NH 03101-1824

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all of the non-fiduciary activities of the primary
government and its discretely presented component units. For the most part, the effect of
interfund activity has been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support.
Likewise, the primary government is reported separately from certain legally separate component
units, which the city is financially accountable for.

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
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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.

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. 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
revenue 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 government 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, pension and OPEB and
claims and judgments, are recorded when due (matured).

Property taxes when levied for, intergovernmental revenues when the eligibility requirements
have been met, licenses, charges for services and interest associated with the current fiscal period
are all considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. All other revenue items are considered to be measurable and available only
when cash is received by the government.

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 Capital Projects Fund accounts for financial resources to be used for capital
expenditures or for the acquisition or construction of capital facilities, improvements and/or
equipment. Most of the capital outlays are financed by the issuance of general obligation
bonds. Other sources include capital grants and low-interest state loans.
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The City reports the following major proprietary funds:

The Water Works Fund accounts for the operations of the City’s water service for residential,
commercial and industrial entities for the City and six surrounding communities. It is
independent in terms of its relationship to other City functions. Its operations are financed
from special assessments and direct charges to the users of the service.

The Environmental Protection Division (EPD) accounts for the operations of the City’s
wastewater treatment plant as well as all services related to the treatment of sewage for the
City and three surrounding communities. Its operations are financed from special
assessments and direct charges to the users of the service.

The Aviation Fund is used to account for the operations of the City’s airport, which is
operated by the Department of Aviation.

Additionally, the City reports the following fund types:

The Pension Trust Funds account for the activities of the City’s two defined benefit pension
plans, which accumulate resources for pension benefit payments to qualified employees.

The Agency Fund accounts for monies held as a custodian for outside groups and agencies.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule are charges between the enterprise funds and
various other functions of the government. Elimination of these charges would distort the direct
costs and program revenues reported for the various functions concerned.

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

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.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues of the
proprietary funds are charges to customers for services. Operating expenses for the proprietary
funds include the cost of operations and maintenance and depreciation on capital assets. All
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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.

Accounting estimates

The preparation of 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 and disclosures of
contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Cash equivalents

The City’s cash equivalents represent short term investments with an initial maturity of three
months or less.

Investments

Investments are stated at fair value using quoted market prices except for alternative investments
as discussed below. The MECRS values its alternative investments based upon the fair values as
determined in good faith by the funds’ managers or underlying investments’ general partners.
These values may not reflect the amount that would be realized upon an immediate sale due to
lack of liquidity or other market conditions. Due to the uncertainty of valuation, the investment
manager’s estimated values may differ from the values that would have been used had a ready
market existed for the fund’s investments, and the difference could be material.

The calculation of realized gains and losses is independent of a calculation of the net change in
the fair value of investments. Realized gains and losses on investments that have been held in
more than one fiscal year sold in the current year may have recognized as an increase or decrease
in the fair value of investments reported in the prior year. Gains and losses on the sale of
investments are computed using the specific identification method of determining cost. The net
appreciation (depreciation) in the fair value of investments held by the Retirement System is
based on the valuation of investments as of the date of the Statements of Net Assets Available
for Benefits.

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 and proprietary fund financial statements.
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CITY OF MANCHESTER, NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

Long-term obligations

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

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, and debt
principal payments are reported as debt service expenditures.

Pension accounting

Pension Trust Funds:

Employee contributions are recognized in the period in which the contributions are due.
Employer contributions to the plan are recognized when due and the City has made a formal
commitment to provide the contributions. Benefits and refunds are recognized when due and
payable in accordance with the terms of each plan.

Government-wide Statements:

The net pension obligation (asset), the cumulative difference between annual pension cost
and the City's contributions to the plans since 1986, is calculated on an actuarial basis
consistent with the requirements of Government Accounting Standards Board Statement No.
27 and is recognized in the government wide financial statements. Expenditures are
recognized when due and payable.

Funding Policy:

The City makes annual contributions based upon annual actuarial determinations.

OPEB accounting

Governmental funds/activities:

In governmental funds, expenditures are recognized when they are paid or are expected to be
paid with current available resources. In governmental activities, expense is recognized
based on actuarially required contributions. The net OPEB obligation, the cumulative
difference between annual OPEB cost and the City’s contributions to the plan since 7/1/07, is
calculated on an actuarial basis consistent with the requirements of Government Accounting
Standards Board Statement No. 45. The OPEB obligation (OPEB) is recorded as a
noncurrent liability in the government-wide financial statements.
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Funding policy:
The City makes contributions on a pay-as-you-go basis.
Encumbrances

Encumbrances represent commitments related to unperformed contracts for goods or services.
Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditure of resources are recorded to reserve that portion of the applicable appropriation, is
utilized in the governmental funds. Encumbrances outstanding at year-end are reported as a
reservation of fund balance as they do not constitute either expenditures or liabilities.

Inventory

Inventory is stated at the lower of cost using the moving average method or market.

Fund Equity and Net Assets

In the Government-Wide Financial Statements, net assets are classified in the following
categories:

Invested in Capital Assets, Net of Related Debt — This category groups all capital assets,
including infrastructure, into one component of net assets. Accumulated depreciation and the
outstanding balances of debt that are attributable to the acquisition, construction or
improvement of these assets reduce this category.

Restricted Net Assets — This category presents external restrictions imposed by creditors,
grantors, contributors or laws or regulations of other governments and restrictions imposed
by law through constitutional provisions or enabling legislation.

Unrestricted Net Assets or Deficits — This category represents the net assets of the City,
which are not restricted for any project or other purpose. Deficits require future funding.

In the government fund financial statements, the City classified fund balances as follows:

Nonspendable Fund Balance — Amounts which cannot be spent either because they are in a
nonspendable form or because they are legally or contractually required to be maintained
intact.

Restricted Fund Balance — These amounts are restricted to specific purposes when
constraints placed on the use of resources are either (a) externally imposed by creditors (such
as debt covenants), grantors, contributors, or laws or regulations of other governments; or (b)
imposed by law through constitutional provisions or enabling legislations.
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Committed Fund Balance — This represents amounts constrained prior to year-end for a
specific purpose by a government using its highest level of decision-making authority (Board
of Mayor and Aldermen).

Assigned Fund Balance — Amounts constrained for the intent to be used for a specific
purpose by a governing board or a body or official that has been delegated authority to assign
amounts.

Unassigned Fund Balance — The residual amount not allocated to any other fund balance
category in the General Fund and any residual deficit balance of any other governmental
funds.

Note 2. Reconciliation of Government-Wide and Fund Financial Statements

Explanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net assets

The governmental fund balance sheet includes reconciliation between fund balance — total
governmental funds and net assets — governmental activities are reported in the government-wide
statement of net assets. One element of that reconciliation explains that “other long-term assets
are not available to pay for current period expenditures, and therefore, are not reported in the
funds.” The details of the difference consisting of current assets are as follows:

Other long term assets that are not available to pay for current period

expenditures and, therefore are deferred in the funds $ 656,707
Deferred charges:
Cost of Debt Issuance Fees 2,550,302

Another element of that reconciliation explains that “long-term liabilities, including bonds
payable, are not due and payable in the current period and therefore are not reported in the
funds.” The details of the $317,369,448 difference consisting of long-term debt are as follows:

Bonds payable $ 272,679,045

Less: Deferred loss on refunding (to be amortized as
interest expense) (574,721)
Deferred loss on Refunding Series 2010 F (3,145,023)

Add: Net bond premium 19,652,943
Capital lease 213,748
Compensated absences 11,217,262
OPEB payable 7,489,734
Insurance claims 4,848,721
Landfill closure and post-closure care 4,987,739

Net adjustment to reduce fund balance — total governmental funds
to arrive at net assets — governmental activities $ 317,369,448
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The details of the $1,952,668 difference consisting of current accruals are as follows:

Accrued interest $ 2,882,335
Due from School District (929,667)
Net adjustment to decrease fund balance — total governmental funds

to arrive at net assets — governmental activities $ 1,952,668

Explanation of certain differences between the governmental fund statement of revenues,
expenditures. and changes in fund balances and the government-wide statement of activities

The governmental fund statement of revenues, expenditures, and changes in fund balances
includes reconciliation between net changes in fund balances — total governmental funds and
changes in net assets of governmental activities as reported in the government-wide statement of
activities. One element of that reconciliation explains that “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.” The details of
this $5,728,473 difference are as follows:

Capital outlay $ 21,059,904
Asset transfer, net from Recreation Enterprise 2,272,735
Asset retirements (49,102)
Depreciation expense (17,555,064)

Net adjustment to increase net changes in fund balances -
total governmental funds to arrive at changes in net assets
of governmental activities $ 5,728,473

Another element of that reconciliation states that "the issuance of long-term debt (e.g., bonds,
leases) provides current financial resources to governmental funds, while the repayment of the
principal of long-term debt consumes the current financial resources of governmental funds.
Neither transaction, however, has any effect on net assets. Also, governmental funds report the
effect of issuance costs, premiums, discounts, and similar items when debt is first issued,
whereas these amounts are deferred and amortized in the statement of activities."
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The detail of this $35,927,785 difference is as follows:

Long-term liabilities issued or incurred:

Proceeds from General Obligation Bond $ (49,360,000)
Proceeds from Refunding Bond (31,584,742)
Capital lease (213,748)
Series 2010 C, D & E premium (1,427,505)
Refunding premium on Series 2010 F (3,156,993)
Liability transfer from Recreation Enterprise (2,013,311)
Principal repayments:

General obligation debt-City portion 9,330,350

General obligation debt-MSD portion reimbursed 6,162,664

Payment to Escrow on Refunding 34,440,529
Series 2010 discounts and COI 933,463
Bond discounts, COI and premiums amortization 961,508

Net adjustment to decrease net changes in fund balances -
total governmental funds to arrive at changes in net assets
of governmental activities $ (35,927,785)

Another element of that reconciliation states that "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." The details of this $4,884,189 difference are as follows:

Prepaid Pension Asset $ 1,246,750
Deferred Professional Fees 123,267
OPEB 1,948,860
Risk reserve 14,724
Landfill reserve 421,221
Compensated absences (2,112)
Accrued interest 1,235,998
Interest receivable from MSD on bonds payable (104,519)

Net adjustment to decrease net changes in fund balances -
total governmental funds to arrive at changes in net assets
of governmental activities $ 4,884,189
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Note 3. Stewardship, Compliance and Accountability

Budgets and budgetary accounting

Pursuant to the City’s Charter, Section 6.01, the City adopts an annual budget for all General
Fund functions and certain enterprise functions (the Water Works enterprise fund operates on a
non-appropriated budgetary basis). The legal level of budgetary control is the department level.
The special revenue and capital project funds are appropriated through a five-year capital
improvement plan.

All portions of the annual City budget and the MSD budget are prepared under the direction of
the Mayor. The Mayor establishes the procedures applicable to the preparation and adoption of
the annual budget. Budgets include all proposed expenditures and the proposed use of all
anticipated revenues. All departments, agencies, and officers submit detailed statements of
departmental budget requests to the Mayor per established procedures.

The Mayor develops budget recommendations on appropriations and revenues and submits the
recommendations to the BMA on or before the last day of March of each year. Departmental
appropriations are made on a bottom-line basis. Benefits and non-departmental items are
appropriated apart from the departmental budgets.

The Finance Committee of the BMA reviews the proposed budget recommendations presented
by the Mayor. The BMA may increase, reduce or reject any item in the budget submitted by the
Mayor. A public hearing is required to be conducted. A majority vote of the BMA is required to
adopt the budget appropriation resolutions and is to be completed no later than the second
Tuesday in June. The Mayor has line item veto authority.

If the BMA fail to adopt appropriation resolutions, the budget, as originally submitted by the
Mayor, shall become the budget.

If during the fiscal year the Mayor certifies, after consultation with and verification by the
Finance Officer, that there are available for appropriation revenues in excess of those estimated
in the budget, the BMA may make supplemental appropriations for the year up to the amount of
such excess, after observing the budget procedures set forth in section 6.04 of the City Charter.
There were no additional appropriations during the year.

If at any time during the fiscal year it appears probable to the Mayor, after consultation with and
verification by the Finance Officer, that the revenues or fund balances available will be
insufficient to finance the expenditures for which appropriations have been authorized, the
Mayor shall report to the BMA without delay, indicating the estimated amount of the deficit, any
remedial action taken by the Mayor and recommendations as to any other steps to be taken. The
BMA shall then take such further action as it deems necessary to prevent or reduce any deficit
and for that purpose it may reduce one or more appropriations.

Pursuant to the state level requirements, the budgetary level of control is established by object
categories within the departmental budgets. Departmental budget transfers from one object
category to another must be approved by the Finance Officer prior to approval of the BMA. The

46



CITY OF MANCHESTER, NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

Finance Officer is responsible for establishing controls related to the management and
monitoring of the budget to prevent expenditures from exceeding budgeted appropriations.

Encumbrance accounting is employed in governmental funds. On the GAAP basis,
encumbrances (e.g. purchase orders, contracts) outstanding at year end are reported as
reservations of fund balances and do not constitute expenditures or liabilities because the
commitments will be re-appropriated and honored during the subsequent year.

The City employs certain accounting principles for budgetary reporting purposes that differ from
a GAAP basis. The Statements of Revenues and Expenditures - Budgetary Basis, presents the
“actual” results to provide a comparison with the budgets.

The major differences between the budgetary basis and the GAAP basis are:

(a) Tax revenues are recorded when invoiced (budgetary), as opposed to when susceptible
to accrual (GAAP).

(b) Encumbrances outstanding at year-end do not represent GAAP expenditures or
liabilities but represent budgetary accounting controls. Governmental fund budgets are
maintained on the modified accrual basis of accounting except that budgetary basis
expenditures include purchase orders and contracts (encumbrances) issued for goods
or services not received at year end. Encumbrances are recorded to reserve a portion of
fund balance in the governmental fund types for commitments for which no firm
liability exists.

(c) State retirement contributions are paid by the State on behalf of the City and represent
differences for both revenues and expenditures. The MECRS prepayment is a
budgetary prepayment for FY 2012 which was approved by the BMA.

The following departments overspent its budget:

Non-departmental $2,080,571
Debt service — Principal retirement ~ $180,350
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Budget/GAAP reconciliation

Reconciliation of the reported revenues and expenditures of the general fund between the
budgetary basis and the GAAP basis are presented below:

Statement of revenues and expenditures -
budgetary basis

Central Business District

Transfer to Special Revenue Fund

Adjustment to project

State retirement contributions

Tax revenues of 2010 recognized in 2011

Tax revenues of 2011 deferred until 2012

Payment - Refunded Debt Escrow Agent

Underwriter's Discount & Reimbursement of COI

Proceeds of Refunding Debt

Premium on Bonds Payable

Health Insurance Fund Transfer

MECRS prepayment for FY 2012

Current year encumbrances

Prior years & balance sheet encumbrances

Expenditures of cash projects

Reimbursement for aggregation program - MWW

Expenditures of prior year encumbrances

Statement of revenues and expenditures
(in conformity with GAAP)

Revenues Expenditures Transfers In Transfers Out ~ Net Change
$ 127,083427 $§ 129,171411 § 2,198261 $ - § 110277
258,000 257,801 - - 199
- - - 25,000 (25,000)
- - 1,299 - 1,299
1,975,023 1,975,023 - - -
2,591,222 - - - 2,591,222
(2,527,992) - - - (2,527,992)
- 34,440,529 - - (34,440,529)
- 292,322 - - (292,322)
31,584,742 - - - 31,584,742
3,156,993 - - - 3,156,993
- - 467,999 - 467,999
- (1,208,899) - - 1,208,899
- (374,845) - - 374,845
- 161,243 - - (161,243)
- 70,917 - - (70,917)
- - 20,690 - 20,690
- 348,915 - - (348,915)
§ 164121415 $§ 165,134417 § 2,688,249 $ 25,000 $ 1,650,247
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Note 4. Cash, cash equivalents and investments

Deposits: The City has a policy that deposits can include demand and savings accounts and
certificates of deposits. The City follows the state of New Hampshire’s guideline which requires
that each depository maintain segregated collateral in an amount equal to a defined percentage of
its public deposits based upon the bank’s risk based capital ratio.

At times the MECRS maintains cash balances in excess of the amount insured by FDIC. The
MECRS has not experienced any losses in such accounts and cannot avoid at least temporary
exposure to such risk when it holds cash deposits in anticipation of monthly annuity payroll
obligations. The MECRS believes it is not exposed to any significant risk with respect to these
accounts. At any given time, only the $250,000 limit specified by the FDIC is guaranteed
against loss.

Investments: The City’s policy for investments other than pension plan investments, Municipal
Revenue Bond Investments under the provisions of Chapter 33-B, and certain other Trust Fund
investments follow the provisions of New Hampshire Revised Statutes Annotated (RSA) Chapter
48:16 (RSA 48:16). The City policy allows investments in the following: (1) U.S. Treasury
securities maturing in less than one year; (2) fully insured or collateralized certificates of deposit
at commercial banks and savings and loan associations (collateral limited to U.S. government
obligations); and (3) repurchase agreements collateralized by U.S. government obligations.

The City’s policy for Municipal Revenue Bonds Investments follows Chapter 33-B of the
RSA’s. The investments under this chapter are governed by a resolution and/or by a trust or
security agreement between the municipality and a corporate trustee which restricts the types of
securities in which the applicable revenue bond proceeds can be invested. Generally these
agreements allow for investments in obligations of the United States government, and certain
marketable securities.

The City’s policy for investments under the custodianship of the Trustees of Trust Funds include
Cemetery Trust Funds RSA 31:25, Capital Reserve Funds RSA 34:5 and the Old System Pension
Trust Chapter 98:4 of the Laws of 1999 follow the prudent investor guidelines which allows for
various investments as long as these investments would be acquired by prudent persons of
discretion and intelligence in investment matters, who are seeking a reasonable income and the
preservation of capital.

The MECRS does not have a written policy in place to address custodial credit risk on
investments but in practice, it minimizes such risk by holding its investments in the MECRS’
name and not in the name of the custodian for benefit of the MECRS.

Interest Rate Risk: The City limits its exposure to fair value losses arising from changes in
interest rates by structuring the investment portfolio so that securities mature to meet cash
requirements for ongoing operations, thereby avoiding the need to sell securities on the open
market prior to maturity, and investing operating funds primarily in shorter-term securities,
certificates of deposits, and repurchase agreements.
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Interest rate risk associated with an adverse affect of changes in the fair market value of fixed
income securities is not addressed in policy by the MECRS. While policies do exist to limit the
percentage of market value in a single issue at any one time and of the total percentage held of
any issuer’s debt instrument, the duration of the remaining life of individual securities is not
subject to any limitations and may therefore introduce a measure of Interest Rate Risk.

Concentrations: The City’s policy is to maintain a diversified portfolio to minimize the risk of
loss resulting from over concentration of assets in a specific entity.

The MECRS’ Statement of Investment Objectives, Policies and Guidelines prohibit more than
5% at cost of any security as a percentage of any funds held by the MECRS. In addition, no
more than 5% of the outstanding shares of any one corporation can be held by the MECRS.
Taken together, these guidelines mitigate the magnitude of risk and loss attributable to a single
issuer.

The following represents the fair value of investments held that represent 5% or more of the
City's investments:

MECRS Pension Trust
Income Research Mgt. (Core Bonds Fund) $ 15,111,558
Loomis Sayles (Fixed Income Fund) 9,673,405
Mellon Capital EB (Global Tactical Assets) 22,049,436
Sands Capital (US Large Cap Growth) 12,033,724
Pzena Management (US Large Cap Value Fund) 11,065,547
Rothschild (Smid Cap Equity Fund) 11,153,344
City of London (Emerging Market Fund) 8,035,683
Custodial credit risk:

Deposits: This is the risk that, in the event of failure of a depository financial institution, a
government will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. As of June 30, 2011, $12,135 of the
City's bank balance of $246,464,787 deposits total was uninsured and uncollateralized. The City
has steadfastly maintained sufficient collateralization of its funds to prevent losses that might be
attributable to failures at individual institutions.

In accordance with Investment Policy, these funds are secured by third party perfected

arrangements and safekeeping procedures have been structured to assure prudence in protection
of the City principal.
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Foreign currency risk:

Risk associated with fluctuation in the exchange rate between U.S. dollars and the base currency
in other countries, while it exists, can be mitigated by policies which the MECRS has in place.
Forward purchase or sales of currencies, including cross currency hedges, are permitted to
protect or enhance the U.S. dollar value of the account. The use of derivative instruments such
as currency futures or options for currency is also permitted upon completion of any necessary
disclosure or other documentation. No speculative currency hedging is permitted.

Investment Policy:

The MECRS’ Board of Trustees investment objectives and risk tolerance are intended to achieve
a maximum total return with emphasis on preservation of capital in real terms. The investment
mix is designed to participate in rising markets, with defensive action expected to an even greater
degree in declining markets. Total return includes interest, dividends, and realized / unrealized
gains or losses from investments.

The Board’s investment policy permits fund assets to be invested in U.S. and non-U.S. equities,
U.S. and non-U.S. fixed income securities and equity real estate commingled funds. Asset
allocations among various classes are:

Policy Mix Current Mix Policy Mix Current Mix
GAA 12.00% 14.70%  Altematives 15.00% 10.20%
Domestic Equity 27.00% 27.50% Real Estate/Asset 10.00% 10.10%
Intemational Equity 13.00% 13.60% Cash 2.00% 3.20%
Fixed Income 21.00% 20.70%

Custodial Credit Risk:

This is the risk that in the event of the failure of the counterparty (e.g., broker-dealer) to a
transaction, a government will not be able to recover the value of its investment or collateral
securities that are in the possession of another party.
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Cash and investments of the City consist of the following at June 30, 2011:

Cash and Cash Equivalents

Dep osits with Financial Institutions $ 154,568,409
Municipal Backed Investment Fund 15,430,478
Repurchase Investments 86,832,985
CR Pension Cash 4,786,324
Total Cash and Cash Equivalents $ 261.618.196
General Fund Investments -
U.S. Government Agencies 561,943
Total General Fund Investments 561,943
Library Trust Funds:
U.S. Treasury Notes 389,425
U.S. Government Agencies 326,314
Corporate Bonds 426,513
Municipal Obligations 150,868
Common Stocks 1,169,360
Equity Mutual Funds 762,083
Total Library Trust Funds 3,224,563
Cemetery Trust Funds:
U.S. Treasury Notes 4,704,041
Corporate Bonds 399,516
Mutual Funds 11,579,358
Total Cemetery Trust Funds 16,682,915
Expendable Trust Funds:
U.S. Treasury Notes 1,581,510
Corporate Bonds 134318
Total Expendable Trust Funds 1,715,828
Old System Pension Trust Fund:
U.S. Treasury Notes 1,704,141
Corporate Bonds 3,255,365
Mortgage Backed 1,100,116
Mutual Funds 7,212,769
Total Old System Pension Trust Fund 13,272,391
City Retirement System Investments, at fair value
Equity funds 34,237,167
International equity 12,252,254
Altemative equity 1,378,749
Hed ge funds 14,024,450
Fixed income 30,992,758
Emergin g market funds 8,035,683
Real estate 2,753,968
Timber funds 5,256,850
Specialty investments 36,134,286
Total City Retirement System 145,066,165
Total Investments $ 180,523,805
Total Cash, Cash Equivalents and Investments $ 442,142,001

** Uninsured and unregistered, with securities held by the counterparty's agent in the City's name.

*#% Uninsured and unregistered, with securities held by the counterparty, or by its trust dep artment or agent

inthe City's name.
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Cash and investments are classified in the accompanying financial statements as follows:

Statement of Net Assets
Cash and cash equivalents $ 110,727,212
Restricted cash 145,949,252
Investments 561,943
Restricted Investments 21,623,306
278,861,713

Pension Trust Funds

Cash and cash equivalents 4,941,733
Investments 158,338,555
163,280,288
Total $ 442,142,001

Interest rate risk: This is the risk that changes in market interest rates will adversely affect the
fair value of an investment. Generally, the longer the maturity of an investment, the greater the
sensitivity of its fair value to changes in market interest rates. Information about the exposure of
the entity’s debt type investments to this risk using the segmented time distribution model is as
follows:

Investment Maturities (in Years)

Market Less Than 1-5 6-10 Over

Type of Investment Value 1 Year Years Years 10 Years
US Treasury Notes $ 8,379,117 $ - $ 4023288 $ 4355829 $ -
US Government Agencies $ 888,257 561,943 326,314 - -
Corporate Bonds $ 4215712 1,084,360 1,824,165 693,405 613,782
Municipal Obligations $ 150,868 - - 150,868 -
Mortgage Backed $ 1,100,116 - - - 1,100,116
Fixed Income Funds $ 30,992,758 - 21,319,353 9,673,405 -
Municipal Backed Investment Fund $ 15,430,478 15,430,478 - - -
Repurchase Investment $ 86,832,985 86,832,985 - - -

Total $ 147,990,291 $ 103,909,766 $ 27,493,120 $ 14,873,507 $ 1,713,898
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Credit Risk: Generally, credit risk is the risk that an issuer of a debt type investment will not
fulfill its obligation to the holder of the investment. This is measured by assignment of a rating
by a nationally recognized rating organization. U.S. government securities or obligations
explicitly guaranteed by the U.S. government are not considered to have credit risk exposure.
Presented below is the rating for each debt type investment.

Average  Corporate Mortgage Municipal Repurchase Municipal Backed Fixed

Rating Bonds Backed Obligations Investment  Investment Fund Income Funds
AAA $2,073896 § 003,825 § - $86832985 § 15430478 3§ -
AA 96,797 - 100,057 - - 15,111,558
AA+ 201,058 - - - - -
AA- 265,794 - - - - -
A+ 447,888 92,340 - - - -
A 929,449 - - - - -
A- 178,364 - - - - -
BBB+ - 165,011 - - - -
BBB- - - - - - 6,207,795
Unrated 22,466 178,940 50,811 - - 9,673,405

$ 4215712 $ 1,100,116 $ 150,868 $ 86,832,985 $ 15430478 §$ 30,992,758

Note 5. Taxes and Abatements

The principal tax of the City is the tax on real property. The State has no cap or limit as to the
rate or amount of tax a municipality may raise. The municipality’s annual property tax rate is
established by the Commissioner of the Department of Revenue Administration of the State,
based on reports filed with the State. A single tax is levied for general, county and school
purposes. The “assessment year” for taxing purposes runs from April 1 to March 31 of the
following year.

The City bills and collects its property taxes in two installments. The levy dates are June 1 and
November 1 and the due dates for these semi-annual tax billings are July 1 and December 1.
Property taxes are recorded as a receivable when billed, net of estimated allowance for
abatements.

Real property (land and buildings) is subject to a lien for the taxes assessed upon it (subject to
any paramount federal lien and subject to bankruptcy and insolvency laws). The City places a
lien on delinquent property taxes prior to May 1 of the following assessment year. From the date
of the tax lien, a two-year period of redemption is allowed the owner, during which time
payment of taxes, interest and costs will be accepted and the lien released.

Interest accrues on delinquent taxes at a rate of 12 percent per annum from the due date to the
date of payment. During the redemption period, 18 percent interest per annum is charged.
Beyond the two-year period of redemption the City has the right to foreclose on properties for
which taxes have not been paid. Properties are deeded to the City unless either the lien has been
sold by the City, or the City has notified the tax collector that it will not accept the deed because
acceptance could result in liability under environmental statutes imposing strict liability on
owners. Except for any paramount federal lien and subject to bankruptcy and insolvency laws,

54



CITY OF MANCHESTER, NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS
June 30, 2011

tax liens take precedence over all other liens, and tax collector’s deeds are free and clear of all
encumbrances.

In December 1997, the New Hampshire Supreme Court declared that the property tax to fund
education is a State tax, and therefore must be administered in a manner that is equal in valuation
and uniform in rate throughout the State.

Chapter 17 of the Laws of 1999 became effective in 1999. The law includes a definition of
“adequate education” for New Hampshire schools and establishes an “Education Trust Fund”
and a formula for providing state financial assistance to local school districts.

The primary means of State funding for the Education Trust fund is a uniform statewide property
tax under which some of the levies from more prosperous (“property rich” or “donor”)
communities will be collected by the State and redistributed to less affluent (“property poor” or
“recipient”) school districts. The law initially established a uniform tax rate of $6.60 per
thousand of total equalized value (not including utility property or local exemptions) but has
been adjusted to $2.19 for 2011. This state aid property tax is assessed and collected in virtually
the same manner in which property taxes have been administered in the past with one primary
exception, donor communities will be required to send amounts in excess of what is required
locally for an adequate education to the State for redistribution to recipient districts. The MSD is
a donor district.

Note 6. Receivables

Primary government

Nonmajor Nonmajor
General Water Works EPD Aviation go vernmental business type Total

Due from Property Taxes $ 11,878,976 $ - % - % - % - % - $  11,878976
Due from State of NH &

other local governments 455,791 - 1,297,569 124,462 124,453 - 2,002,275
Prior year tax liens 544,236 - - - - - 544 236
Tax titles 2,564,829 - - - - - 2,564,829
Due from federal

government - - 13,062 2,552,664 559,259 - 3,124,985
Accounts receivable-trade 2,370,745 3,014,539 6,280,366 3,569,718 46,300 186,871 15,468,539
Notes receivable - - - - 6,069,120 - 6,069,120
MSD Book Loan 2,531,358 2,531,358
Other 259,508 2,248,468 1,382,105 - 10,974 - 3,901,055
Total gross receivables 20,605,443 5,263,007 8,973,102 6,246,844 6,810,106 186,871 48,085,373
Allowance for

collection losses (2,012,456) - - - - - (2,012 ,456)
Total net receivables $ 18,592,987 $ 5,263,007 $ 8,973,102 $§ 6,246,844 $ 6,810,106 $ 186,871 $ 46,072,917
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On July 1, 2010, the Manchester School District (MSD) accepted a promissory note from the
City in the amount of $3,200,000, with an interest rate of 1%. The note will be repaid over a
period of eight years starting in fiscal year 2012. The note was issued for the purpose of
purchasing textbooks and classroom technology. The City will reimburse the MSD for eligible
expenditures as they are made. The balance of this receivable at June 30, 2011 was $2,531,358.

Note 7. Interfund Receivables, Payables and Transfers

Due from/to other funds consist of the following at June 30, 2011:

Receivable Fund Payable Fund Amount
General Fund Agency $ 2,430,678
Capital projects 1,313,668
Special Revenue:
Other grants 1,154,179
Enterprise Funds:
Water (142,224)
Aviation (191,364)
EPD (59.557)
Recreation 5,280,548
Parking 2,875
$ 9,788,803

The balance of $1,313,668 due from Capital Projects to the general fund is the result of a short-
term advance. The balance of $5,280,548 due from the Recreation Fund is a long-term advance
as it will not be paid to the General Fund in the short-term. The remaining outstanding balances
resulted from the time lag between the dates payments occur between funds for various
activities, and are expected to be collected within one year.

Interfund transfers during the year ended June 30, 2011 were as follows:

Transfers From Transfers To

Other Funds Other Funds
General Fund $ 26838249 $ 25,000
Other Funds 25,000 968,099
Water Fund - 20,690
Parking Fund - 1,699,460
Sub-totals $ 2713249 §$ 2,713,249

Transfers from the General Fund are used to account for unrestricted revenues collected mainly
in the general fund to finance various programs accounted for in other funds in accordance with
budget authorizations.
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Major interfund transfers include the following:

Transfer from the Parking Fund to the General Fund in the amount of $1,699,460 for the annual
dividend. Transfer from the Other Funds (Other Grant Fund) to the General Fund is to fund the
Health Insurance Reserve in the amount of $467,999. Transfer from the Cemetery Trust Fund to
the General Fund of $500,100 for the annual contribution into the general fund operating budget.

Note 8. Capital Assets

Governmental activities

Changes in the governmental capital assets for the year ended June 30, 2011, were as follows:

Balance Balance
June 30, 2010 Additions Retirements Transfers June 30, 2011
Capital assets,
not being depreciated
Land $ 14,337,955 48,075 § - - $ 14,386,030
Construction-in-Progress 13,458,994 11,237,481 - (16,537,103) 8,159,372
Total capital assets,
not being depreciated 27,796,949 11,285,556 - (16,537,103) 22,545,402
Capital assets,
being depreciated
Buildings 329,606,616 1,254,713 (817,129) 16,374,015 346,418,215
Improvements
other than buildings 25,724,712 1,169,172 - - 26,893,884
Equipment 12,231,705 3,775,036 (48,138) 163,088 16,121,691
Vehicles 24,249,231 2,193,083 (1.417,793) - 25,024,521
Infrastructure 93,668,372 6,228,191 - - 99,896,563
Total capital assets,
being depreciated 485,480,636 14,620,195 (2,283,060) 16,537,103 514,354,874
Less accumulated depreciation
Buildings 110,182,074 10,200,050 (808,951) - 119,573,173
Improvements
other than buildings 10,441,653 1,426,266 - - 11,867,919
Equipment 7311,225 2,977,631 (48,138) 10,240,718
Vehicles 15,384,670 1,888,857 (1,376,869) - 15,896,658
Infrastructure 33,351,536 3,635,372 - - 36,986,908
Total accumulated depreciation 176,671,158 20,128,176 (2,233,958) - 194,565,376
Governmental Activities
Capital Assets, Net $336,606,427 $ 5]777,575 $ (49,102) $ - $342.334,900
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Business-type activities

Changes in the business-type capital assets for the year ended June 30, 2011, were as follows:

Capital assets,
not being depreciated
Land
Construction-in-Progress
Total capital assets,

not being depreciated

Capital assets,
being depreciated
Buildings
Improvements
other than buildings
Interceptors
Equipment & vehicles
Total capital assets,
being depreciated

Less accumulated depreciation
Buildings
Improvements
other than buildings
Interceptors

Equipment & vehicles

Less total

accumulated depreciation

Business-type
Total Capital Assets, Net

Balance Balance
June 30,2010 Additions Retirements Transfers June 30, 2011

$ 50,007,165 $ 273,856 $ (163,075) $ - $ 50,117,946
12,466,941 26,756,912 - (25,413,251) 13,810,602
62,474,106 27,030,768 (163,075) (25,413,251) 63,928,548
413,081.823 1,293,677 (1306,316) 11,832,654 424,901,838
345,531,733 42,376 (1,150,017) 1,734,941 346,159,033
74,317,721 114,795 - 7,031,272 81,463,788
38,221,393 604,076 (3,508,279) 4,814,384 40,131,574
871,152,670 2,054,924 (5,964,612) 25,413,251 892,656,233
150,695,932 11,356,077 (183,810) - 161,868,199
123,532,544 15,458,326 461,875) - 138,528,995
24,061,567 1,585,239 - - 25,646,806
23,250,958 2,263,009 (3,083,947) - 22,430,020
321,541,001 30,662,651 (3,729632) - 348,474,020
$ 612085775 § (1,576,959) $ (2398,055) $ - $ 608,110,761

58



CITY OF MANCHESTER, NEW HAMPSHIRE

NOTES TO FINANCIAL STATEMENTS

June 30, 2011

Discretely reported component units

Capital assets activity in the School District at June 30, 2011, consisted of the following:

Capital assets, not being depreciated
Land
Total capital assets, not being depreciated

Capital assets, being depreciated
Portable classrooms
Improvements
Instruments
Other machinery & equipment

Total capital assets, being depreciated
Total all capital assets

Less accumulated depreciation
Portable classrooms
Improvements
Instruments
Other machinery & equipment

Less total accumulated depreciation

Total Capital Assets being depreciated, Net

Balance Balance
June 30,2010 Additions Disposals June 30, 2011
$ 169,400 $ $ -3 169,400

169,400 169,400
1,147,602 62,916 1,210,518
320,521 - (136,953) 183,568
248,671 28,682 - 277,353
16,114,891 1,006,837 (200,328) 16,921,400
17,831,685 1,098,435 (337.,281) 18,592,839
18,001,085 1,098,435 (337.,281) 18,762,239
348,564 40,969 - 389,533
32,128 8,037 4,251) 35914
64,070 15,910 - 79,980
11,790,786 1,597,566 (111,203) 13,277,149
12,235,548 1,662,482 (115,454) 13,782,576
$ 5,765,537 § (564,047) $ (221,827) $ 4,979,663

Capital asset activity in the MTA at June 30, 2011, consisted of the following:

Capital assets, not being depreciated
Land
Total capital assets,
not being depreciated

Capital assets, being depreciated
Buildings
Buses
Equipment
Total capital assets
being depreciated

Less accumulated depreciation
Total Capital Assets
being depreciated, Net

Balance Balance
June 30,2010  Additions Retirements  June 30, 2011
$ 129,109 - - $ 129,109

129,109 - - 129,109

1,807,598 73,421 - 1,881,019

9,349,327 68,050 (150,144) 9,267,233

1,776,139 71,918 (1,562) 1,846,495

12,933,064 213,389 (151,706) 12,994,747

8,296,469 1,041,123 (136,686) 9,200,906

$ 4,765,704

$ (827,734) $  (15,020) $ 3,922,950
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Capital asset activity in the MPTS at June 30, 2011, consisted of the following:

Balance Balance
June 30,2010  Additions Retirements  June 30, 2011

Capital assets, being depreciated

Equipment $ - 9 89,125 $ - 9 89,125

Improvements - 132,702 - 132,702
Total capital assets being depreciated - 221,827 - 221,827
Less accumulated depreciation

Equipment - 17,825 17,825

Improvements - 44,234 44,234
Less total accumulated depreciation - 62,059 - 62,059
Total Capital Assets

being depreciated, Net $ - $ 159768 $ - $ 159,768

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental Activities:
General
Public safety
Highways and streets
Health and welfare
Education and library
Parks

Total depreciation expense — govemmental activities

Business-type Activities:
Water Works
EPD
Aviation
Recreation
Parking

Total depreciation expense — business-type activitics
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$ 3,584,356
1,526,583
4,613,033

137,820
5.734,276
1,958,996

$ 17.555,064

$  3,485683
6,702,954
19,649,010
391,576
433428

$ 30.662.651


















































































































































































































































































