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Honorable Mayor and City Council
City of Burlington
Burlington, Vermont 05401

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, the discretely presented component unit, each major fund
and the aggregate remaining fund information of the City of Burlington, Vermont as of and for
the year ended June 30, 2007, which collectively comprise the City of Burlington, Vermont’s
basic financial statements as listed in the Table of Contents. These financial statements are the
responsibility of the City of Burlington, Vermont’s management. Our responsibility is to express
opinions on these financial statements based on our audit. We did not audit the financial
statements of the Electric Department Fund which is a major fund and thirty-seven percent
(37%), forty-one percent (41%), and sixty-one percent (61%), respectively, of the assets, net
assets and revenues of the Business-type Activities. Those financial statements were audited by
other auditors whose report has been furnished to us, and our opinion, insofar as it relates to the
amounts included for the Electric Department Fund, is based on the report of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit and the report of other auditors
provide a reasonable basis for our opinions.

In our opinion, based on our audit and the report of other auditors, the financial
statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, the discretely presented
component unit, each major fund, and the aggregate remaining fund information of the City of
Burlington, Vermont, as of June 30, 2007, and the respective changes in financial position and
cash flows, where applicable, thereof and the respective budgetary comparison for the General
Fund and School General Fund for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Members of The American Institute and Vermont Saciety of Certified Public Accountants
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Information included under Management’s Discussion and Analysis is not a
required part of the basic financial statements but is supplementary information required by the
Governmental Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding methods of measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming our opinion on the financial
statements that collectively comprise the City of Burlington, Vermont’s basic financial
statements. The combining fund financial statements are presented for purposes of additional
analysis and are not a required part of the basic financial statements. These schedules have not
been subjected to the auditing procedures applied in the audit of the basic financial statements
and, accordingly, we express no opinion on them.

June 26, 2008 {
Montpelier, Vermont JLM | swey £ &

Vt Lic. #52-000180



CITY OF BURLINGTON, VERMONT

Management’s Discussion and Analysis

As management of the City of Burlington, Vermont (The City), we offer readers of the
City’s financial statements this narrative overview and analysis of its financial activities
for the fiscal year ended June 30, 2007. We encourage readers to consider the
information presented here in conjunction with additional information that we have
furnished in our letter of transmittal, which can be found at the beginning of this report.

Financial Highlights

Government-wide Statements (refer to Exhibits A and B)

The assets of the City exceeded its liabilities at the close of the most recent
fiscal year by $254,570,483 (total net assets). Of this amount, $20,245,815
(unrestricted net assets) may be used by the various funds of the City to meet its
ongoing obligations to its citizens and creditors

The City’s total net assets increased significantly over what we reported last
year. The increase of Governmental activities can be attributed in part to the
Local Sales Tax Option and collections in Gross Receipts.

The total net assets of a component unit of the City, the Burlington Community
Development Corporation amounted to $1,487,309 an increase of $398,344 for
the year.

Fund Financial Statements (refer to Exhibit C)

As of the close of the fiscal year ending June 30, 2007, the City’s governmental
funds reported combined ending fund balances of $5,935,950. This consists of a
fund balance in the General Fund of $6,101,428, in the School Fund of
$605,273, and a deficit of $770,751 in all other governmental funds.

The reserved portion of the governmental fund balance includes $865,941 for
inventories and prepaid expenditures and $4,005,116 set aside for other
restricted purposes.

Management has designated $2,376,564 of the fund balance for various
purposes. An amount of $96,625 has been designated in the School Fund for
education purposes. In addition to this, $1,013,881 has been designated in the
General Fund for various items pending the receipt of uncollected taxes,
penalties and interest. These are discussed in detail later in this report called
financial analysis of the Government’s Funds.

The undesignated fund balance of the General Fund component of the
governmental funds had a positive ending fund balance of $2,456,857, an
increase of $1,524,163 from the previous fiscal year. Most of the increase came
from additional income from local sales option tax and gross receipts.
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e The undesignated fund balance of the other governmental funds reported as a
group amounted to a shortfall of ($2,851.272), a decrease of $386,951. This
was due primarily to the timing of the receipt of state grants, federal grants, tax
increments, and reimbursements for capital projects and development projects.
Simply put, revenues for grants funds received 60 days or more after the end of
the fiscal year are deferred and counted in the period they are received as
required by GASB Statement #33.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City’s basic
financial statements. The City’s 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 in
addition to the basic financial statements themselves.

Government-wide financial statements

The government-wide financial statements are designed to provide readers with a broad
overview of the finances of the City of Burlington, in a manner similar to a private-sector
business.

The statement of net assets presents information on all of the City of Burlington’s assets
and liabilities, with the difference between the two reported as net assets. Over time,
increase or decreases in net assets may serve as a useful indicator of whether the financial
position of the City is improving or deteriorating.

The statement of activities presents information showing how the government’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Thus revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes
and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of
Burlington that are primarily supported by taxes and intergovernmental revenues
(governmental activities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business-type activities).
The governmental activities of the City of Burlington include general government, safety
services, public works, cultural and recreation activities, schools, traffic control and
parking, the operation of an outdoor mall in the downtown area, and community and
economic development. The business-type activities of the City include the operation of
the Airport, the Electric Utility, Water, and Wastewater Ultilities, Telecommunications
including cable television, internet access, and telephone service and the food services
operation and vocational educational programs administered by the School Department.
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The government-wide financial statements are designed to include not only the City of
Burlington itself (known as the primary government), but also any legally separate
entities for which it is financially accountable (known as component units). The City of
Burlington has one such unit, that being the Burlington Community Development
Corporation (BCDC) that is organized to carry out the industrial and economic
development of the City.

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

Fund Financial Statements.

A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The City of Burlington,
like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the City can be
divided into three categories: Governmental funds, proprietary funds, and fiduciary
funds.

Governmental funds.

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental fund financial statements focus
on near-term inflows and outflows of spendable resources, as well as on balances of
spendable resources available at the end of the fiscal year. Such information may be
useful in evaluating a 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 of Burlington maintains 27 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 school fund, which are considered to be major funds.

The City of Burlington adopts an annual appropriated budget for its General Fund and
School General Fund. A budgetary comparison statement has been provided for the
general fund and the School general fund to demonstrate compliance with its budget.

The basic governmental fund financial statements can be found in Exhibits C through F
of this report.
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Proprietary Funds.

The City of Burlington maintains one type of proprietary activities. Enterprise funds are
used to report the same functions presented in business-type activities in the government-
wide financial statements. The City uses enterprise funds to accounts for its operation of
the Airport Fund, the Electric Department, the Water Fund, the Wastewater Fund,
Burlington Telecom, and the School Department’s Food Services and Vocational
Education Funds.

Proprietary funds provide the same type of information as the government-wide financial
statements only in more detail. The proprietary fund financial statements provide
separate information for the Airport Fund, the Electric Fund, the Burlington Telecom
Fund, and the Wastewater Fund. The School Enterprise Funds and the Water Fund are
combined under Other Proprietary Funds.

The basic proprietary fund financial statements can be found in Exhibits G through I of
this report.

Fiduciary Funds.

Fiduciary funds are used to account for resources held for the benefit of parties outside
the government. Fiduciary funds are not reflected in the government-wide statements
because the resources of those funds are not available to support the City’s own
programs. The accounting used for fiduciary funds is much like that used for proprietary
funds.

The basic fiduciary fund financial statements can be found immediately following the
basic financial statements in this report in Exhibits J and K.

Notes to the Financial Statements.

The notes provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found immediately following the basic financial statements in
this report.
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Government-Wide Financial Analysis

CITY OF BURLINGTON NET ASSETS

(Refer to Exhibit A)
Governmental Business- Type Total
Activities Activities
2007 2007 2007
Current and other assets $ 25,850,658 $ 77,807,256 $ 103,657,914
Capital assets $ 164,781,053 $ 209,199,162 $ 373,980,215
Total Assets $ 190,631,711 $ 287,006,418 $ 477,638,129
Current Liabilities $ 10,443,604 $ 10,000,284 $ 20,443,888
Long-term liabilities outstanding $ 51,602,653 $ 151,021,105 $ 202,623,758
Total Liabilities $ 62,046,257 $ 161,021,389 $ 223,067,646
Net Assets
Investment in capital assets,
net of related debt $ 127,785,651 $ 68,493,396 $ 196,279,047
Restricted $ 9,735,281 $ 28,310,340 $ 38,045,621
Unrestricted $  (8,935,478) $ 29,181,293 $ 20,245,815
Total Net Assets $ 128,585,454 $ 125,985,029 $ 254,570,483

As noted earlier, net assets may serve over time to be a useful indicator of a
government’s financial position. In the case of the City of Burlington, assets exceeded
liabilities by $254,570,483 at the close of fiscal year 2007. This is an increase of
$13,814,960 over the amount reported at June 30, 2006.

By far, the largest portion of the City’s net assets (77% or $196,279,047) reflects its
investments in capital assets (e.g., land buildings, and equipment) less any related debt
used to acquire those assets that is still outstanding. The City uses these assets to provide
services to its 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.

An additional portion of the City’s net assets (15% or $38,045,621) represents resources
that are subject to external restriction as to how they may be used. The remaining balance
of unrestricted net assets (8% or $20,245,815) is to be used to meet the government’s
ongoing obligations to citizens and creditors. Included in unrestricted net assets are
amounts that management has designated for particular purposes, such as capital reserve
funds, reserves for encumbrances, and reserves for expenditures in subsequent fiscal
years.
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Again, at the end of fiscal year 2007, the City is able to report positive balances in two of
the three categories of net assets for the government activities, and for all of its separate
business-type activities. The governmental activities area reports a positive balance of
$127,785,651 of investments in capital assets; net of related debt and a positive balance
$9,735,281 in net assets that are subject to external restriction. However, there is a
negative balance of ($8,935,478) in the governmental activities unrestricted net assets
section. This is primarily due to an increase in the change in reporting of liabilities
formerly reported in the general long-term debt account group such as insurance reserves,
compensated absences, landfill post-closure costs, and early retirement costs in the City’s
School Department.

The negative unrestricted net assets from Governmental Activities includes major items
such as $2,988,000 of insurance reserves that are funded annually as incurred;
approximately $4,600,000 in compensated absences for the City and Schools,
approximately $2,200,000 in debt which was not offset by a physical asset, $1,827,000 of
unfunded City obligation to the Retirement Fund known as the Net Pension Obligation,
$108,000 for outstanding landfill closure costs, and $101,000 of school liabilities for post
retirement issues.

Governmental Activities. The Net Assets resulting from Government activities
amounted to $128,585,454 at year end. The major factor contributing to this increase
was capital grants received during the fiscal year. Please refer to Exhibits D and E for a
list of other changes in net assets of governmental activities.

Expense & Program Revenues

Governmental Activities B FY2007 EXPENSES

[l FY2007 REVENUES
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The above graph illustrates the expenses associated with the various functions of
governmental activities and the revenues that are directly associated with or generated by
these functions. The expenses of these functions are also funded with general revenues,
such as property taxes, gross receipts taxes, payments in lieu of taxes, local sales tax
option and franchise fees that are collected centrally. These general revenues are not
program revenues and are not included in the above graph.
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The chart below is a one page presentation of Exhibit B that illustrates the components of
the revenue sources and expenditure areas of the government wide Statement of

Activities.
CITY OF BURLINGTON REVENUE AND EXPENSES
Governmental Business-Type Total
Activities Activities 2007
2007 2007
Revenues
Program revenues
Charges for services 17,322,158 73,287,011 90,609,169
Operating Grants and Contributions 49,344,678 57,344 49,402,022
Capital Grants and Contributions 5,599,034 10,421,524 16,020,558
General revenues
Property Taxes 24,620,306 0 24,620,306
Rooms and Meals Taxes 2,077,741 0 2,077,741
Local Sales Option Tax 1,785,068 0 1,785,068
Payments in lieu of Taxes 1,682,472 0 1,682,472
Franchise Fees 1,906,418 0 1,906,418
Impact Fees 457,645 0 457,645
Interest & Penalties on Delinquent Taxes 363,515 0 363,515
Addition to Permanent Funds 23,050 0 23,050
Unrestricted Investment Earnings 695,021 2,497,135 3,192,156
Other Revenues 1,800 425,468 427,268
Total Revenues 105,878,906 86,688,482 192,567,388
Expenses
Government Activities
General Government 7,545,288 0 7,545,288
Public Safety 19,894,557 0 19,894,557
Public Works 10,673,896 0 10,673,896
Community Development 4,820,282 0 4,820,282
Culture and Recreation 8,529,244 0 8,529,244
Education 48,509,636 0 48,509,636
Interest on long-term debt 1,900,299 0 1,900,299
Business Type Activities 0
Electric Utility 0 46,479,941 46,479,941
Airport 0 13,791,063 13,791,063
Water 0 4,396,235 4,396,235
Wastewater 0 5,061,186 5,061,186
Telecom 0 5,290,332 5,290,332
School Enterprise 0 1,860,469 1,860,469
Total Expenses 101,873,202 76,879,226 178,752,428
Changes in net assets before transfers 4,005,704 9,809,256 13,814,960
Transfers 2,066,217 (2,066,217) 0
Change in net assets 6,071,921 7,743,039 13,814,960
Net Assets - Beginning of Year 122,513,533 118,241,990 240,755,523

Net Assets - End of Year 128,585,454 125,985,029 254,570,483
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The table below shows the percentages of revenue by each type of revenue of
governmental activities. The largest sources are property taxes (23% of total), operating
grants (47%), and charges for services (16%).

Revenue by Source - Governmental Activities

29%2%1%

2%
o

2%

[ Property Taxes
B Operating Grants
16% [] Charges for Services

[] Capital Grants

M Franchise fees

[ Gross Receipts Taxes

M Local Sales Option Tax
[ Payments in lieu of taxes

B Other Revenue

Business-type activities. Net assets for business-type activates amounted to
$125,985,029. Key factors which contribute to this amount are as follows:

e Operating Income for all Business-type activities amounted to $3,962,988.
Total Operating Revenues amounted to $69,324,023, with the major operating
revenue source being charges for services at $69,590,186. Operating Expenses
amounted to $69,324,023. Burlington Electric produced operating income of
$6,961,703, but the Airport, Telecom, and Wastewater produced losses of
$790,630, $2,866,866, and $427,529 respectively. All other proprietary funds,
consisting of Water Resources at $890,531 and School funds, generated
$195,799 for a total of $1,086,330. Costs at the airport associated with the
opening of a new section of the terminal, and the continuing capital cost to
Burlington Telecom contributed to losses in each of those funds.

e Included in the operating expenses is depreciation in the amount of $9,700,980
for all business-type activities.
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e There was a positive change in net assets for all proprietary funds except for
Burlington Telecom and Wastewater as shown in the table below:

Change in
Fund Net Assets
Electric Utility $4,996.281
Airport 5,901,571
Telecom (3,716,580)
Wastewater ( 156,188)
Other Proprietary Funds 717,955
Total $ 7,743,039
Expenses and Program Revenues
Business-type Activities [ EXPENSES
[l REVENUES
$60,000,000
$50,000,000
$40,000,000 1
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Program revenues for business-type activities amounted to $83,765,879 for the year. A
large share (88%) of the program revenues for business-type activities comes from
charges for services. $10,478,868 comes from capital grants and contributions for the
business activities.

Financial Analysis of the Government’s Funds

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

e At the end of the current fiscal year, the City’s governmental funds reported
combined ending fund balances of $5,935,950 an increase of $1,771,298 from the
previous fiscal year. Most of the increase can be attributed to the General Fund
Revenue collections.

o The City has designated $1,362,683 of the general fund balance for various purposes
after subtracting $1,013,881 of uncollected taxes. The general fund designated
portion of the governmental fund balance include Gosse Court/Leddy Park Capital
Funds of $499,337, Conservation Legacy Tax of $313,983, Tax Increments for
Lakeview Garage of $245,149, Parks and Capital Street Program dedicated tax of
$84,165 Employee benefits of $495,116, Insurance reserve of $284,824, and several
others amounting to $453,990.

e The reserved portion of the governmental fund balance includes $865,941 for
inventories and prepaid expenditures and $4,005,116 set aside for other restricted
purposes such as capital and grant-funded projects. The undesignated, unreserved
fund balance of all governmental funds amounts to $1,064,893. The General Fund
balance component had a positive undesignated fund balance of $2,456,857, an
increase of 163.4% from the previous fiscal year.

e The undesignated balance/(deficit) in the other governmental funds reported as a
group amounted to ($2,754,647). As stated previously in the Financial Highlights,
this was due primarily to the timing of the receipt of state grants, federal grants, tax
increments, and reimbursements for capital projects and development projects.
Simply put, revenues for grants funds received 60 days or more after the end of the
fiscal year are deferred and counted in the period they are received as required by
GASB Statement #33.

The fund balance of the City’s general fund was $6,101,428 an increase of $2,975,323 or
95.27% during this reporting period. Reasons for this increase are further discussed in
the budgetary highlights of this discussion.

The School’s Fund balance decreased this year to $605,273 from $1,485,375 in the prior
year. The financial activities for the FY2007 fiscal year resulted in a positive ending
fund balance for the School General Fund of $605,273, which included a net ending fund
balance decrease of $880,102 based upon the results of current operations. Total actual
revenues are $48,743,066. The positive revenue variance was primarily due to an
increase in tuition, interest, and special education intensive and extraordinary
reimbursement revenues. Total actual expenditures are $49,623,168 which resulted in
increased spending of 4.5% in various functional areas in the budget with major increases
in the special education and facilities maintenance categories.
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Proprietary Funds.

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

Net assets for the Electric Utility fund amounted to $51,895,540 those for the Airport
fund amounted to $59,296,955, those for the Wastewater fund amounted to $12,489,071,
those for the School Enterprise Funds and Water amounted to $9,800,293, and those for
the Telecom Fund amounted to a deficit of $7,496,830. The Telecom deficit is due to
costs associated with the startup and operation of the municipal network. Costs
associated with Phase III, the City-wide service for Cable television, internet, and
telephone service for the citizens within Burlington which began in FY 2005 will be
offset as customers come on line and purchase these services in the periods to follow.
The first customers came on line in February, 2006. The net assets of the Electric Utility
Fund increased by $4,996,281, the Airport by $5,901,571, School and Water Resources
by $717,955, and the net assets of the Telecom Fund decreased by $3,716,580 and
Wastewater by $156,188. The Airport increase is again due to grants for construction
projects and the Water is due to a reduction in debt service expense. Other factors
concerning the finances of these funds have already been addressed in the discussion of
the City’s business-type activities.

General Fund Budgetary Highlights

Differences between budgeted amounts and actual amounts can be briefly summarized as
follows:

Revenues:

FY 2007 revenue were generally consistent with the amounts anticipated in the budget,
but there were several sources that exceed expectations this year, These were permit fees
collected by building trades permits ($325,000 over), rooms & meals taxes ($325,000
above anticipated) and the local sales option tax generated $1,785,068.  The City
intentionally budgeted only $800,000 of the local option sales tax with the intent that the
additional funds would increase the undesignated funds of the fund balance. There were
other one-time revenues collected which are to be used for specific purposes. One of
these is impact fees of $457,645 which will be used for allowed capital needs of the
Police, Parks, Library, Traffic and Fire Departments.

Expenditures:

FY 2007 expenditures were generally within budget for the year. The only Department
which deviated significantly from budget was the Fire Department which exceeded its
budget by about $338,549. City-wide health benefits costs rose to $6,225,602 which was
an increase of $590,800 over FY 2006 or 10.4%. This category was over its budget by
$170,602.
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The net assets of the Retirement Fund increased by $19,386,050 to $127,790,809
primarily due to a 17% return on investments including the appreciation of assets, interest
and dividends and excess contributions to the system. At June 30, 2007, the actuarial
value of assets and accrued liabilities were $119,785,835 and $150,002,528, respectively.
Thus, the unfunded liability as a net of assets and liabilities was $30,216,693. This
represented a decline in unfunded liability of $2,055,154 compared to the unfunded
liability on June 30, 2006 of $32,271,847.

The City recorded a Net pension Obligation of $1,596,290 in fiscal year 2005 and another
Net Pension Obligation in fiscal year 2006 of $756,403, however, reduced it to a
cumulative amount of $1,986,857 due to excess contributions in 2007.

The amount of the annual contribution by the City through the tax rate and utility fees has
increased significantly over the past five years. The City is continuing its efforts to
moderate the burden of the system. The City recently adopted several changes to the
retirement benefits and the City now requires all eligible employees to contribute to the
plan. Please refer to the audit footnotes in the Financial Statement for additional
information regarding this issue.

Capital Assets and Debt Administration

Capital assets. The City of Burlington’s investment in capital assets for its
governmental and business-type activities as of June 30, 2007, amounted to $373,980,215
(net of accumulated depreciation). This investment in capital assets includes land,
buildings and improvements, vehicles and equipment, water and wastewater distribution
systems, electric generating and transmissions capital assets and land, land improvements
and buildings at the Burlington International Airport.

In the governmental area, the total amounted to $164,781,053 and the capital assets of the
City’s business-type activities netted to $209,199,162.

Expenditures in the Capital Projects funds were as follows:

2007
AMOUNT
PROJECT EXPENDED
SOUTHERN CONNECTOR $ 483,439
SOUTH END & DOWNTOWN TRANSIT CENTER 56,319
FUEL DEPORT 1,121,654
STREET IMPROVEMENT PROJECTS 560,836
RIVERSIDE AVE & NORTH ST PROJECTS 141,343
DPW FACILITY, MORAN BLDG & HEATING UPGRADS 31,885
DOWNTOWN PLANNING & QUEEN CITY BRIDGE 131,727
ENGLESBY BROOK & BARGE CANAL 11,038
N WINOOSKI STREETSCAPE & BATTERY ST 258,449
FIREHOUSE CENTER 11,713
OTHER CAPITAL PROJECTS 128,945
LAKEVIEW & COLLEGE ST GARAGES & WESTLAKE PROJECT 575,635
SCHOOLD BOND CAPITAL PROJECTS 6,191,688

TOTAL $ 9,704,671
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e Equipment purchased via capital lease for the general fund included the following
items:

Police Department — Six Police Vehicles and computer equipment at a cost of
$213,924.

Department of Public Works - Heavy Equipment for the Street Division at a cost
of $318,514.

Clerk & Treasurer’s Office — Copy Machine in the amount of $9,764
Payroll Department Front End Time System, Kronos in the amount of $146,536
Parks Department Truck and Mower in the amount of $101,940
Public Buildings sweeper in the amount of $6,797
e General Street and sidewalk repaving and reconstruction, including curbs, catch

basins and median upgrades in the amount of $1,886,968 funded primarily with
the dedicated Street property tax.

A table that shows the values of the City’s capital assets for two fiscal years, prior to
depreciation is as follows:

Governmental Activities Business Type Activities Totals

2007 2006 2007 2006 2007 2006
Land $ 15,653,889 § 15,540,526 $ 19418572 § 18,827,405 $ 35072461 S 34,367,931
Construction in Progress 32,336,349 38,403,689 4,668,719 9,634,369 37,005,068 48,038,058
Antiques and Works of Art 52,000 52,000 - - 52,000 52,000
Land Impovements 2,304,844 1,889,844 26,616,527 28,266,920 28,921,371 30,156,764
Buildings and Building Improvements 68,327,594 59,879,967 75,672,140 64,998,645 143,999,734 124,878,612
Vehicles, Machiner, Equipment and Furniture 19,861,032 19,330,876 18,031,230 17,563,948 37,892,262 36,894,824
Book Collections 3,932,030 3,092,542 - - 3.932,030 3,092,542
Infrastructure 89,674,198 81,598,958 - - 89,674,198 81,598,958
Distribution and Collection Systems - 206,414,331 193,922,981 206,414,331 193,922,981

$ 232,141,936 $ 219,788,402 $ 350,821,519 § 333,214,268 $ 582,963,455 $ 553,002,670

Additional information on the City of Burlington’s net assets can be found in note IV.F.
of the notes to the financial statements.

Long-term Debt.

At the end of the current year, the City of Burlington had total bonds, notes, and capital
leases payable of $208,060,407. Of this, $41,911,854 applies to governmental activities
and $166,148,553 (prior to unamortized premiums, discounts, and deferred loss on
refunding) applies to business-type activities. ~The following table presents the
components of this category for the current and past fiscal years:
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Governmental Activities Business Type Activities Totals
2007 2006 2007 2006 2007 2006

General Obligation Bonds $ 18,762,305 § 15,980,000 $ 29,798,954 § 28,157,730 $ 48,561,259 § 44,137,730
Revenue Bonds - - 114,315,000 122,760,000 114,315,000 122,760,000
Bond/Revenue anticipation & Notes Payable 20,343,259 21,311,544 - - 20,343,259 21,311,544
Obligations Under Capital Leases 2,806,290 2,656,258 22,034,599 22,693,644 24,840,889 25,349,902

Totals 41,911,854 39,947,802 166,148,553 173,611,374 208,060,407 213,559,176

The City’s total bonds, notes, and capital leases decreased by $5,498,769 during the year.
General obligation bonds outstanding had a net increase of 4,423,529 to $48,561,259.
There were also several new General Obligation bonds issued including a  $1,000,000
General Obligation Bond for small capital and working capital for the City. A $750,000
small capital and working capital bond for the Schools, and a $1,000,000 General
Obligation Bond for Burlington Electric. School Department has a new General
Obligation bond of $3,615,000 for their Athletic Field. The predominant use of the City
funds was $250,000 to repair and upgrade the Gosse Court Armory and the Leddy Park
Arena, $50,000 for the Zoning Ordinance Rewrite program, $75,000 for repair of the
Firehouse Roof, $200,000 additional funding for Capital Street Program and various
other projects. Moody’s Investor Services provides a bond rating each time a bond issue
is offered to the investing public. The City’s Aa3 rating was reconfirmed in September,
2007.

There were no new revenue bonds issued during the year. However, the outstanding
amount of revenue bonds decreased by $8,445,000 to $114,315,000 for repayments of
principal.

The balances due for the various revenue bonds at June 30, 2007 (exclusive of
unamortized discounts, premiums, and deferred losses on refunding) were as follows:

Electric Department $ 61,315,000
Water Resources 7,065,000
Airport 45,935,000
Total Revenue Bonds $114,315,000

Annually, the City issues a master lease that combines the needs of the various
departments into one borrowing. This year’s lease amounted to $1,000,000 and funded
some heavy equipment for public works, six Police vehicles, police computers, Parks and
Public Building equipment as well as Payroll front end time keeper Kronos and a copier
for the Clerk & Treasurer’s office.

The City issued $11,750,000 in tax anticipation notes during the year, all of which were
paid in full by June 30, 2007. The Burlington Electric Department issued $2,000,000 in

revenue anticipation notes during the year, all of which was paid in full by June 30, 2007.

Additional Information on the City of Burlington’s long-term debt can be found in note
IV.J. of the notes to the financial statements.

1\
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Economic Factors Future Budgets and Rates

Listed below are some of the factors involved in formulating the budget for fiscal year
2007:
e The City Tax Rate was set at 67 cents per hundred dollars of value in FY 2007.

e The tax rate increase of 4 cents provided for full funding of the City’s annual
contribution to the Burlington Employees Retirement System (BERS)

e Once again, wage increases are a major driver of the City’s overall FY 07 Budget
as $700,000 has been set aside for this purpose. The contracts for both the
AFSCME and Police Unions were settled during FY 2006 and negotiations with
the Fire Union was concluded at the close of FY 2007. The negotiations with the
Electrical Worker’s Union (IBEW) continued into FY 2008.

e Employee Benefit costs increased for FY 2007 by about 17% from its FY 2006
budget, primarily due to the addition of Burlington Telecom employees and
increases in health, dental and life insurances.

e In January 2006, the City Council also created a "Super Committee" to study the
City's financial needs and problems. The Committee recommendations were
adopted by the City Council and include the following policy goals for future
budgets:

a. Limit the growth of the operating budget to 3% a year;

b. Reduce the cost of personnel benefits as a percent of wages;

c. Reduce the costs of salaries, wages and benefits as a percent of the
budget; &

d. Maintain the Fund Balance at 5% of annual operating expenses.

The achievement of these goals was a the predominant theme of the FY 2007
budget.

Fiscal Year 2008 City Budget

The City of Burlington approved a general fund budget for fiscal year 2008 in the amount
of $45,585,305. This represented a decrease of 1.0% over the amended budget of the
previous fiscal year. In the fall of 2005, Mayor Clavelle advised citizens that Burlington
faced a shortfall for the FY 2007 budget unless the City generated a significant new
source of revenue. In response to this problem, The Mayor and City Council proposed the
adoption of a 1% Sales and Use tax for the City which was approved by the voters in
March 2006. In FY2007 this 1% generated over $1,785,000 in additional revenue.

The FY 2008 Budget again reflected the City Council goals adopted in 2006 including
the following policy goals for future budgets:

Limit the growth of the operating budget to 3% a year;

Reduce the cost of personnel benefits as a percent of wages;

Reduce the costs of salaries, wages and benefits as a percent of the budget;
Maintain the Fund Balance at 5% of annual operating expenses.

Lalbel N e
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The budget for FY 2008 provided for full funding of the annual contribution to the
Burlington Employees Retirement System. With the implementation of the Sales and Use
Tax, half the projected new revenue was set aside to strengthen the City's reserves. The
changes in the tax rates are shown in the table below:

Revenue Neutral
Rates:
General City 0.2329 0.2329 0.0000
Police/Fire 0.0807 0.0807 0.0000
Housing Trust 0.0054 0.0054 0.0000
Open Space 0.0054 0.0054 0.0000
Streets 0.0417 0.0417 0.0000
Fixed Rates:
Parks 0.0250 0.0250 0.0000
Highway 0.0312 0.0312 0.0000
Library 0.0050 0.0050 0.0000
Budget Driven Rates:
CCTA 0.0335 0.0325 -0.0010
County Tax 0.0051 0.0050 -0.0001
Retirement 0.1491 0.1431 -0.0060
Debt Service 0.0550 0.0621 0.0071
Total 0.6700 0.6700 0.0000
2008 School Budget

The budgeting process for FY2008 led to the adoption of a budget of $41,574,566, which
represents an increase of $3,461,241 or 9.1% over the FY2007 budget of $38,113,325.
The revenue budget includes a $400,000 fund balance carry forward from the prior year.
The same level of services is being provided for in the FY2008 budget and also includes
additional funding to cover some of the reductions in federal grant appropriations. The
actual homestead tax rate changed from $0.9920 in FY2007 to $1.0217 in FY2008 or a
2.97 cent increase over the previous year. The income cap percentage for education
property tax if eligible changed from 2.08% in FY2007 to 2.09% in FY2008 or an
increase of 0.01%. The district spending adjustment which is a key factor in determining
the property tax rate increased slightly from 115.442% in FY2007 to 115.851% in
FY2008 and is the amount per equalized pupil percentage spending over the state wide
base education rate for education of $7,330 in FY2007 and $7,736 in FY2008.
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2008 Budget for Utility Funds

The Water and Wastewater Ultility rates were constant in 2007. Effective April 1, 2006,
the Electric Department rates were increased by 22.3% primarily to cover the increased
costs of purchased power and overhead. There were no other significant increases in
charges and fees this year. A budget has been included in FY2008 for the operation of
Burlington Telecom. The budget provides for operating costs of the municipal network
as well as the build up and initial operation of the cable, telephone and internet services
to customers in Burlington. Further information regarding the budget and operations for
Burlington Electric can be found in the Management’s Discussion and Analysis section
of the Department’s separate audit report. Questions concerning any information of the
Electric Department may be directed to Daryl J. Santerre, Chief Financial Officer at 585
Pine Street, Burlington, Vermont, 05401.

This financial report is designed to provide a general overview of the City of Burlington,
Vermont’s financial condition. Questions concerning any of the information provided in
this report or requests for additional information should be addressed to the Office of the
Clerk\Treasurer, City of Burlington, City Hall, 149 Church Street, Burlington, VT
05401.



CITY OF BURLINGTON, VERMONT
STATEMENT OF NET ASSETS —
JUNE 30, 2007

ASSETS

Cash and Cash Equivalents
Investments
Receivables (Net of Allowance for
Uncollectibles):
Notes and Loans Receivable
Accrued Interest Receivable
Estimated Unbilled Revenues
Inventories
Other Current Assets
Interfund Loans Receivable/Payable
Due from Component Unit
Restricted Investments
Investments in Associated Companies
Assets Held for Resale
Other Long-Term Assets, Net of
Accumulated Amortization
Capital Assets
Land
Construction in Progress
Antiques and Works of Art
Other Capital Assets, (Net of
Accumulated Depreciation)

Total Assets
LIABILITIES

Accounts Payable
Accrued Payroll and Benefits Payable
Due to Fiduciary Funds
Accrued Interest Payable
Deferred Revenue
Payable from Restricted Assets
Due to Primary Government
Noncurrent Liabilities:
Due within One Year
Due in More than One Year

Total Liabilities
NET ASSETS

Invested in Capital Assets, Net of Related Debt
Restricted for:
Education
Traffic
Community Development
Perpetual Care
Debt Service/Renewal and Replacements/Capital Projects
Other Purposes
Unrestricted/(Deficit):

Total Net Assets

The accompanying notes are an integral part of this financial statement.
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Exhibit A

Primary Government Component Unit

Burlington

Community
Governmental Business-type Development
Activities Activities Total Corporation
10,102,339 $ 6485517 $ 16,587,856 $ 224,850
652,435 20,000 672,435 0
7,276,454 14,880,551 22,157,005 0
4,618,416 1,800,000 6,418,416 1,368,187
411,561 0 411,561 7,941

0 3,168,847 3,168,847 0

373,257 4,477,812 4,851,069 0
1,135,655 510,665 1,646,320 0
(446,303) 446,303 0 0
810,000 1,348,118 2,158,118 0

0 19,863,967 19,863,967 0

0 5,070,526 5,070,526 0

549,352 0 549,352 816,750
367,492 19,734,950 20,102,442 0
15,653,889 19,418,572 35,072,461 1,155,249
32,336,349 4,668,719 37,005,068 0
52,000 0 52,000 0
116,738,815 185,111,871 301,850,686 5,439,928
190,631,711 287,006,418 477,638,129 9,012,905
4,055,070 6,245,644 10,300,714 69,381
4,858,447 486,714 5,345,161 0
7,289 9,842 17,131 0
261,489 1,295,695 1,557,184 7,941
1,261,309 156,613 1,417,922 0

0 1,805,776 1,805,776 0

0 0 0 2,158,118

7,017,280 11,189,857 18,207,137 185,837
44,585,373 139,831,248 184,416,621 5,104,319
62,046,257 161,021,389 223,067,646 7,525,596
127,785,651 68,493,396 196,279,047 1,331,840
508,648 0 508,648 0
751,429 0 751,429 0
5,819,417 0 5,819,417 0
987,230 0 987,230 0
57,484 28,310,340 28,367,824 0
1,611,073 0 1,611,073 0
(8,935,478) 29,181,293 20,245,815 155,469
128,585,454 $ 125,985,029 $ 254,570,483 $ 1,487,309
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CITY OF BURLINGTON, VERMONT Exhibit B
STATEMENT OF ACTIVITIES —
FOR THE YEAR ENDED JUNE 30, 2007
Net (Expense) Revenue and
Changes in Net Assets
Component
Program Revenues Primary Government Unit
Burlington
Operating Capital Community
Charges for Grants and Grants and Governmental Business-Type Development
Expenses Services Contributions  Contributions Activities Activities Total Corporation
Functions/Programs
Primary Government:
Governmental Activities:
General Government $ 7545288 § 853,361 § 175,074  $ 0 $ (6516853) §$ 0 3 (6,516,853) § 0
Public Safety 19,894,557 4,132,554 220,275 0 (15,541,728) 0 (15,541,728) 0
Public Works 10,673,896 4,876,828 284,963 0 (5,512,105) 0 (5,512,105) 0
Community Development 4,820,282 981,702 3,039,136 0 (799,444) 0 (799,444) 0
Culture and Recreation 8,529,244 3,209,126 808,402 0 (4,511,716) 0 (4,511,716) 0
Education 48,509,636 2,804,186 44,816,828 0 (888,622) 0 (888,622) 0
Interest on Long-Term Debt 1,900,299 0 0 0 (1,900,299) 0 (1,900,299) 0
Capital Outlay 0 464,401 0 5,599,034 6,063,435 0 6,063,435 0
Total Governmental Activities 101,873,202 17,322,158 49,344,678 5,599,034 (29,607,332) 0 (29,607,332) 0
Business-Type Activities:
Electric 46,479,941 49,119,804 0 1,620,127 0 4,259,990 4,259,990 0
Airport 13,791,063 10,579,049 57,344 8,635,557 0 5,480,887 5,480,887 0
Telecom 5,290,332 1,101,180 0 0 0 (4,189,152) (4,189,152) 0
Wastewater 5,061,186 5,338,678 0 165,840 0 443,332 443,332 0
Water 4,396,235 5,092,032 0 0 0 695,797 695,797 0
School 1,860,469 2,056,268 0 0 0 195,799 195,799 0
Total Business-Type Activities 76,879,226 73,287,011 57,344 10,421,524 0 6,886,653 6,886,653 0
Total Primary Government ~ § 178,752,428 $§ 90,609,169 $ 49,402,022 $ 16,020,558 (29,607,332) 6,886,653 (22,720,679) 0
Component Unit:
Burlington Community Development
Corporation $ 806,886 $ 530,593 § 110,129  § 120,000 0 0 0 (46,164)
General Revenues:
Property Taxes 24,620,306 0 24,620,306 0
Gross Receipts Taxes 2,077,741 0 2,077,741 0
Local Option Sales Taxes 1,785,068 0 1,785,068 0
Payment in Lieu of Taxes 1,682,472 0 1,682,472 0
Franchise Fees 1,906,418 0 1,906,418 0
Impact Fees 457,645 0 457,645 0
Interest and Penalties on Delinquent Taxes 363,515 (1] 363,515 0
Addition to Permanent Funds 23,050 0 23,050 0
Unrestricted Investment Earnings 695,021 2,497,135 3,192,156 446
Other Revenues 0 425,468 425,468 0
Gain on Sale of Equipment 1,800 0 1,800 444,062
Transfers 2,066,217 (2,066,217) 0 0
Total General Revenues and Transfers 35,679,253 856,386 36,535,639 444,508
Change in Net Assets 6,071,921 7,743,039 13,814,960 398,344
Net Assets, July 1, 2006 122,513,533 118,241,990 240,755,523 1,088,965
Net Assets, June 30, 2007 $ 128,585,454  $ 125985,029 § = 254,570,483 § 1,487,309

The accompanying notes are an integral part of this financial statement.




CITY OF BURLINGTON, VERMONT
BALANCE SHEET — GOVERNMENTAL FUNDS
JUNE 30, 2007

ASSETS

Cash

Investments

Receivables (Net of Allowance for
Uncollectibles)

Loans Receivable

Accrued Interest Receivable
Inventories

Prepaid Expenses

Other Current Assets

Due From Component Unit
Land Held for Resale

Total Assets
LIABILITIES

Liabilities:
Accounts Payable
Accrued Payroll and Benefits Payable
Due to Other Funds
Interfund Loans Payable
Deferred Revenue
Insurance Reserves - Funded

Total Liabilities

Fund Balances/(Deficit):
Reserved for
Inventories and Prepaid
Expenses
Other Purposes
Unreserved, Reported In
General Fund
Special Revenue Funds
Capital Project Funds

Total Fund Balances/(Deficit)

Total Liabilities and Fund Balances

General

Fund

$ 5,896,967
0

4,153,876
0

0

191,397
492,684
642,971
0

0

$ 11,377,895

2,689,176
672,449

0

0
1,610,842

304,000

5,276,467

684,081
1,597,807

3,819,540
0
0

6,101,428

$ 11,377,895

2007 ANNUAL FINANCIAL REPORT

Amounts Reported for Governmental Activities in the Statement of Net Assets are Different Because:

Capital Assets Used in Governmental Activities are not Financial Resources and, Therefore, are not

Reported in the Funds.

Other Long-Term Assets are not Available to Pay for Current-Period Expenditures, and, Therefore,

are not Recognized in the Funds.

Long-Term and Accrued Liabilities, Including Bonds Payable, are not Due or Payable in the

Current Period and, Therefore, are Not Reported in the Funds.

Net Assets of Governmental Activities

The accompanying notes are an integral part of this financial statement.

Exhibit C
Other Total
School Governmental Governmental
Fund Funds Funds

$ 5,823,089 $ (1,617,717) $ 10,102,339

45,005 607,430 652,435

1,130,530 1,992,048 7,276,454

0 4,618,416 4,618,416

0 411,561 411,561

0 181,860 373,257

0 0 492,684

0 0 642,971

0 810,000 810,000

0 549,352 549,352

$ 6,998,624 $ 7,552,950 $ 25,929,469

493,810 872,084 4,055,070

4,126,500 59,498 4,858,447

0 7,289 7,289

0 446,303 446,303

1,773,041 6,938,527 10,322,410

0 0 304,000

6,393,351 8,323,701 19,993,519

0 181,860 865,941

508,648 1,898,661 4,005,116

0 0 3,819,540

96,625 (42,122) 54,503

0 (2,809,150) (2,809,150)

605,273 (770,751) 5,935,950
$ 6,998,624 $ 7,552,950

164,781,053

9,428,593

(51,560,142)

$ 128,585,454
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CITY OF BURLINGTON, VERMONT Exhibit D
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
GOVERNMENT FUNDS - FOR THE YEAR ENDED JUNE 30, 2007

Other Total
General School Governmental Governmental
Fund Fund Funds Funds
REVENUES:
Taxes $ 28,767,501 $ 0 $ 0 $ 28,767,501
Payments in Licu of Taxes 2,797,357 1,275,832 0 4,073,189
Intergovernmental Revenues 1,524,300 44,451,496 7,006,921 52,982,717
Charges for Services 8,174,021 2,298,375 3,974,239 14,446,635
Fines and Forfeits 1,881,930 0 0 1,881,930
Licenses and Permits 4,309,278 0 602,485 4911,763
Loan Repayments 0 0 472,396 472,396
Investment Income 277,379 203,140 221,061 701,580
Other Revenue 878,163 505,811 682,729 2,066,703
Total Revenues 48,609,929 48,734,654 12,959,831 110,304,414
EXPENDITURES:
General Government 7,989,597 0 0 7,989,597
Public Safety 19,795,590 0 0 19,795,590
Public Works 3,346,165 0 4,424,479 7,770,644
Community Development 0 0 5,057,894 5,057,894
Culture & Recreation 7,560,459 0 0 7,560,459
Education 0 47,892,485 3,288 47,895,773
Capital Outlay 2,716,710 753,432 8,746,193 12,216,335
Debt Service -
Bond and Note Principal Retirement 2,728,339 673,333 163,280 3,564,952
Lease Principal Retirement 836,172 0 37,381 873,553
Interest Charges 1,372,458 295,903 207,631 1,875,992
Bond Issue Costs 31,531 8,015 54,770 94,316
Total Expenditures 46,377,021 49,623,168 18,694,916 114,695,105
Excess/(Deficiency) of Revenues
Over Expenditures 2,232,908 (888,514) (5,735,085) (4,390,691)
OTHER FINANCING SOURCES/(USES):
Transfers In 106,672 0 1,264,250 1,370,922
Transfers Out (1,323,135) 0 (372,287) (1,695,422)
Proceeds from Sale of Capital Assets 3,500 0 1,800 5,300
Proceeds of Long-Term Debt 1,923,390 0 4,465,195 6,388,585
Refunding Bonds Issued 1,454,867 614,105 0 2,068,972
Payment to Refunding Bond
Escrow Agent (1,445,000) (610,000) 0 (2,055,000)
Net Premium/(Discount) on Debt 22,121 4,307 52,204 78,632
Total Other Financing Sources 742,415 8,412 5,411,162 6,161,989
Net Change in Fund Balances 2,975,323 (880,102) (323,923) 1,771,298
Fund Balances/(Deficit), July 1, 2006 3,126,105 1,485,375 (446,828) 4,164,652
Fund Balances/(Deficit), June 30, 2007 $ 6,101,428 $ 605,273 $ (770,751) $ 5,935,950

The accompanying notes are an integral part of this financial statement.
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CITY OF BURLINGTON, VERMONT Exhibit E
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2007

Amounts reported for governmental activities in the statement of activities (Exhibit B) are
different because:

Net change in fund balances - total government funds (Exhibit D) $ 1,771,298

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. This is the amount by which capital
outlays exceeded depreciation in the current period. 6,726,949

In the Statement of Activities, the gain/loss on the disposition/sale of capital assets
is reported whereas in the Governmental Funds, the disposition of capital assets
is not reflected and the proceeds of assets sold increases other financial
resources. Thus, the change in net assets differs from the changes in fund
balances by the gain/loss on the disposition of capital assets (11,905)

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds. (26,838)

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. This amount, is the net effect of these differences in the
treatment of long-term debt and related items. (1,975,255)

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. (412,328)

Change in net assets of governmental activities (Exhibit B) $ 6,071,921

The accompanying notes are an integral part of this financial statement.
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2007 ANNUAL FINANCIAL REPORT

CITY OF BURLINGTON, VERMONT Exhibit G
STATEMENT OF NET ASSETS — PROPRIETARY FUNDS page 1 of 2
JUNE 30, 2007

Electric Other
Utility Airport Telecom Wastewater Proprietary
Fund Fund Fund Fund Funds Total
ASSETS
Current Assets:
Cash $ 3,205,061 $ 8,541,988 $ (5,159,653) $ (640,861) $ 538,982 § 6,485,517
Investments 0 20,000 0 0 0 20,000
Restricted Investments 1,632,120 0 0 0 1,218,656 2,850,776
Receivables (Net of Allowance for
Uncollectible Accounts) 4,475,828 8,828,141 250,435 565,713 760,434 14,880,551
Notes Receivable - Current 60,000 0 0 0 0 60,000
Due From Burlington Community
Development Corporation - Current 0 53,460 0 0 0 53,460
Interfund Receivables - Current 46,626 0 0 0 0 46,626
Estimated Unbilled Revenues 2,075,142 286,340 0 375,692 431,673 3,168,847
Inventories 3,934,481 245,479 0 121,461 176,391 4,477,812
Prepaid Pension 0 69,187 38,380 41,604 40,927 190,098
Other Current Assets 297,470 0 20,471 2,390 236 320,567
Total Current Assets 15,726,728 18,044,595 (4,850,367) 465,999 3,167,299 32,554,254
Noncurrent Assets:
Restricted Investments 15,741,964 1,111,227 0 0 160,000 17,013,191
Due From Burlington Community
Development Corporation 0 1,294,658 0 0 0 1,294,658
Notes Receivable - Long Term 1,740,000 0 0 0 0 1,740,000
Interfund Receivables - Long Term 399,677 0 0 0 0 399,677
Investment in Associated Companies 5,070,526 0 0 0 0 5,070,526
Other Long Term-Assets, Net of
Accumulated Amortization 18,030,141 1,478,089 128,717 0 98,003 19,734,950
Capital Assets
Land 572,185 17,789,385 157,800 847,952 51,250 19,418,572
Construction in Progress 886,925 3,307,191 474,603 0 0 4,668,719
Land Improvements 0 26,616,527 0 0 0 26,616,527
Buildings and Building Improvements 0 72,162,511 3,509,629 0 0 75,672,140
Vehicles, Machinery and Equipment 0 4,386,217 581,531 11,617,964 1,445,518 18,031,230
Production, General and Other Plant 56,622,496 0 0 0 0 56,622,496
Transmission and Distribution Plant 51,162,051 0 17,971,766 47,123,817 33,534,221 149,791,855
Less Accumulated Depreciation (58,992,546) (38,416,461) (1,876,595) (21,269,031) (21,067,744) (141,622,377)
Total Noncurrent Assets 91,233,419 89,729,344 20,947,451 38,320,702 14,221,248 254,452,164
Total Assets $ 106,960,147 $ 107,773,939 $ 16,097,084 $ 38,786,701 $ 17,388,547 $ 287,006,418

The accompanying notes are an integral part of this financial statement.



CITY OF BURLINGTON, VERMONT

CITY OF BURLINGTON, VERMONT Exhibit G
STATEMENT OF NET ASSETS — PROPRIETARY FUNDS page 2 of 2
JUNE 30, 2007

Electric Other
Utility Airport Telecom Wastewater Proprietary
Fund Fund Fund Fund Funds Total
LIABILITIES
Current Liabilities:
Accounts and Contracts Payable $ 3,407,547 $ 996,460 $ 1,723,278  $ 85,042 $ 33,317 $ 6,245,644
Accrued Payroll and Benefits Payable 408,704 22,066 23,178 13,929 18,837 486,714
Accrued Interest Payable 21,555 1,126,980 147,160 0 0 1,295,695
Due to Other Funds 0 1,668 1,736 3312 3,126 9,842
Deferred Revenue 0 0 98,650 0 57,963 156,613
Payable from Restricted Assets -
Accrued Interest Payable 1,632,120 0 0 0 173,656 1,805,776
General Obligation Bonds
Payable - Current Portion 309,870 0 0 639,517 0 949,387
Revenue Notes and Bonds Payable -
Current Portion 5,765,000 2,065,000 0 0 1,045,000 8,875,000
Capital Leases Payable - Current Portion 23,398 0 1,233,281 0 108,791 1,365,470
Total Current Liabilities 11,568,194 4,212,174 3,227,283 741,300 1,440,690 21,190,141
Noncurrent Liabilities:
General Obligation Bonds Payable 3,346,125 0 0 25,486,742 0 28,832,867
Revenue Bonds Payable 39,109,532 44,113,225 0 0 5,812,753 89,035,510
Capital Leases Payable 52,547 0 20,333,994 0 203,838 20,590,379
Accrued Compensated Absences Payable 789,108 151,585 32,637 69,088 130,973 1,173,391
Other Noncurrent Liabilities 31,514 0 0 0 0 31,514
Net Pension Obligation 159,241 0 0 0 0 159,241
Deferred Credit 8,346 0 0 0 0 8,346
Total Noncurrent Liabilities 43,496,413 44,264,810 20,366,631 25,555,830 6,147,564 139,831,248
Total Liabilities 55,064,607 48,476,984 23,593,914 26,297,630 7,588,254 161,021,389
NET ASSETS
Investment in Capital Assets, Net of
Related Debt 8,053,930 41,354,157 0 12,194,443 6,890,866 68,493,396
Restricted - Debt Service/Renewal
and Replacements/Capital Projects 17,633,932 9,471,408 0 0 1,205,000 28,310,340
Unrestricted/(Deficit) 26,207,678 8,471,390 (7,496,830) 294,628 1,704,427 29,181,293
Total Net Assets/(Deficit) 51,895,540 59,296,955 (7,496,830) 12,489,071 9,800,293 125,985,029
Total Liabilities and Net Assets $ 106,960,147 $ 107,773,939 $ 16,097,084 § 38,786,701 $ 17,388,547 § 287,006,418

The accompanying notes are an integral part of this financial statement.



2007 ANNUAL FINANCIAL REPORT

CITY OF BURLINGTON, VERMONT Exhibit H
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS — PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

Electric Other
Utility Airport Telecom Wastewater Proprietary
Fund Fund Fund Fund Funds Total
OPERATING REVENUES:
Charges for Services $ 45,585,241 $ 10,521,250 $ 1,101,180 $ 5,338,678 $ 7,043,837 $§ 69,590,186
Miscellaneous 3,534,563 57,799 0 0 104,463 3,696,825
Total Operating Revenues 49,119,804 10,579,049 1,101,180 5,338,678 7,148,300 73,287,011
OPERATING EXPENSES:
Operating, Maintenance, and General
and Administrative Expenses 36,066,386 8,088,000 2,762,931 3,484,271 5,124,437 55,526,025
Depreciation and Amortization 4,776,476 3,281,679 1,116,789 1,517,416 714,921 11,407,281
Payments in Lieu of Taxes 1,315,239 0 88,346 764,520 222,612 2,390,717
Total Operating Expenses 42,158,101 11,369,679 3,968,066 5,766,207 6,061,970 69,324,023
Operating Income/(Loss) 6,961,703 (790,630) (2,866,886) (427,529) 1,086,330 3,962,988
NONOPERATING REVENUES (EXPENSES):
Other Income/(Expense) - Net 419,555 5,913 0 0 0 425,468
Dividends from Associated Companies 582,438 0 0 0 0 582,438
Grant Income 0 57,344 0 0 0 57,344
Passenger Facility Charges 0 2,942,866 0 0 0 2,942,866
Investment Income 1,049,537 414,771 401,418 0 48,971 1,914,697
Interest Expense (3,469,224) (2,264,583) (1,405,277) (59,499) (397,745) (7,596,328)
Amortization of Bond Issue Costs (1,739,474) (97,751) (5,335) 0 (19,601) (1,862,161)
Gain/(Loss) on Sale/Disposal of
Capital Assets (428,381) 0 0 0 0 (428,381)
Grant Expense 0 (59,050) 0 0 0 (59,050)
Total Nonoperating Revenues (Expenses) (3,585,549) 999,510 (1,009,194) (59,499) (368,375) (4,023,107)
Income (Loss) Before Contributions and Transfers 3,376,154 208,880 (3,876,080) (487,028) 717,955 (60,119)
Capital Contributions 1,620,127 5,692,691 0 165,840 0 7,478,658
Transfers In 0 0 159,500 165,000 0 324,500
Change in Net Assets 4,996,281 5,901,571 (3,716,580) (156,188) 717,955 7,743,039
Net Assets/(Deficit), July 1, 2006 46,899,259 53,395,384 (3,780,250) 12,645,259 9,082,338 118,241,990
Net Assets/(Deficit), June 30, 2007 $ 51,895,540 $ 59,296,955 $§  (7,496,830) $ 12,489,071 $ 9,800,293 $ 125,985,029

The accompanying notes are an integral part of this financial statement.



CITY OF BURLINGTON, VERMONT

CITY OF BURLINGTON, VERMONT Exhibit |
STATEMENT OF CASH FLOWS — PROPRIETARY FUNDS page 1 of 2
FOR THE YEAR ENDED JUNE 30, 2007
Electric Other
Utility Airport Telecom Wastewater Proprietary
Fund Fund Fund Fund Funds Total
Cash Flows From Operating Activities:
Receipts from Customers and Users $ 45,752,017 $ 10,222,973 § 1,036,955 $ 5,288,424 6,729,952 $ 69,030,321
Receipts for Interfund Services 0 0 0 0 153,588 153,588
Other Receipts 3,379,846 0 0 0 0 3,379,846
Payments to Suppliers (34,172,501) (4,720,944) (1,381,221) (1,979,108) (2,361,306) (44,615,080)
Payment in Lieu of Taxes (1,315,239) 0 (88,346) (764,520) (222,612) (2,390,717)
Payments for Wages and Benefits (2,171,457) (2,185,050) (1,363,721) (1,106,387)  (2,288,751) (9,115,366)
Payments for Interfund Services 0 (1,046,917) (115,689) (596,837) (554,989) (2,314,432)
Net Cash Provided/(Used) by Operating Activities 11,472,666 2,270,062 (1,912,022) 841,572 1,455,882 14,128,160
Cash Flows From Noncapital Financing Activities:
Operating Grant Income 0 57,344 0 0 0 57,344
Operating Grant Expenses 0 (59,050) 0 0 0 (59,050)
Other Income/Deductions, Net 419,555 6,170 (20,716) 0 0 405,009
Payments from BCDC on Loan Receivable 0 51,882 0 0 0 51,882
Receipt of Interfund Transfer 0 0 159,500 0 0 159,500
Interest Paid on Cash Deficit to General Fund 0 0 (316,343) (59,162) 0 (375,505)
Interest Paid on Revenue Anticipation Note (64,207) 0 0 0 0 (64,207)
Net Cash Provided/(Used) by Noncapital
Financing Activities 355,348 56,346 (177,559) (59,162) 0 174,973
Cash Flows From Capital and Related Financing Activities:
Proceeds from Bonds, Notes & Leases Payable 1,158,951 0 0 1,524,329 120,876 2,804,156
Proceeds from Sale of Equipment 137,694 0 0 0 0 137,694
Acquisition and Construction of Capital Assets (4,223,126) (7,320,894) (9,097,623) (77,895) (277,528) (20,997,066)
Capital Grants/Contributions 469,010 5,632,716 0 22,440 0 6,124,166
Passenger Facility Charges 0 3,007,298 0 0 0 3,007,298
Increase in Deferred Charges (33,951) 0 0 0 0 (33,951)
Principal Paid on:
General Obligation Bonds (433,333) 0 0 (452,400) 0 (885,733)
Revenue Bonds (5.470,000) (1,980,000) 0 0 (995,000) (8,445,000)
Capital Lease Obligations (15,793) 0 (684,749) (18,631) (94,022) (813,195)
Interest Paid on :
General Obligation Bonds (129,890) 0 0 0 0 (129,890)
Revenue Bonds (3,409,515) (2,294,638) 0 0 (370,446) (6,074,599)
Capital Lease Obligations 0 0 (1,171,970) (337) (8,983) (1,181,290)
Net Cash Provided/(Used) by Capital and
Related Financing Activities (11,949,953) (2,955,518) (10,954,342) 997,506 (1,625,103) (26,487,410)
Cash Flows From Investing Activities:
Net (Additions)/Reductions to Restricted Investments 2,396,955 3,808,005 11,951,028 0 (26,866) 18,129,122
Increase in Investment in Associated Companies (2,209,980) 0 0 0 0 (2,209,980)
Receipt of Interest & Dividends 1,250,663 403,628 401,418 0 48,441 2,104,150
Net Cash Provided by Investing Activities 1,437,638 4,211,633 12,352,446 0 21,575 18,023,292
Net Increase/(Decrease) in Cash 1,315,699 3,582,523 (691,477) 1,779,916 (147,646) 5,839,015
Cash - July 1, 2006 1,889,362 4,959,465 (4,468,176) (2,420,777) 686,628 646,502
Cash - June 30, 2007 N 3,205,061 $ 8,541,988 $ (5,159,653) $ (640,861) $ 538,982 § 6,485,517

The accompanying notes are an integral part of this financial statement.



2007 ANNUAL FINANCIAL REPORT

CITY OF BURLINGTON, VERMONT Exhibit |
STATEMENT OF CASH FLOWS — PROPRIETARY FUNDS page 2 of 2
FOR THE YEAR ENDED JUNE 30, 2007

Electric Other
Utility Airport Telecom Wastewater Proprietary
Fund Fund Fund Fund Funds Total
Adjustments to Reconcile Operating Income/(Loss) to Net Cash
Provided/(Used) by Operating Activities:
Operating Income/(Loss) $ 6,961,703 $ (790,630) $ (2,866,886) $ (427,529) $ 1,086,330 $ 3,962,988
Depreciation and Amortization 5,066,917 3,281,679 1,116,789 1,517,416 714,921 11,697,722
(Increase)/Decrease in Other Receivables (56,539) (394,416) (170,349) (46,747) (204,677) (872,728)
(Increase)/Decrease in Unbilled Revenues (248,529) 38,340 12,471 (3,507) (96,348) (297,573)
(Increase)/Decrease in Inventory (106,297) 66,673 0 (17,729) (23,939) (81,292)
Increase/(Decrease) in Accounts Payable (360,610) 138,239 (64,600) (146,973) (7,211) (441,155)
Increase/(Decrease) in Net Pension Obligation/Prepaid Pension 0 (91,621) (38,380) (50,688) (61,729) (242,418)
Increase/(Decrease) in Accrued Payroll And Benefits 0 21,798 2,601 18,332 10,017 52,748
Increase/(Decrease) in Other Operating Assets/Liabilities 216,021 0 96,332 (1,003) 38,518 349,868
Net Cash Provided/(Used) by Operating Activities $ 11,472,666 $ 2,270,062 $ (1,912,022) $ 841,572 $ 1,455,882 § 14,128,160

Non-Cash Financing Activities:

The Electric Utility Department recorded capital assets in the amount of $1,151,117 related to street lighting and underground conduits that were donated
to it by the State of Vermont.

The Electric Utility Department entered into a capital lease obligation for equipment in the amount of $33,274.

The Electric Utility Department recorded a stock dividend of VELCO Class B common stock at a par value of $32,000.

The Electric Department disposed of property, plant and equipment costing $1,745,589 with accumulated depreciation of $1,226,793.

The Airport Department disposed of fully depreciated property, plant and equipment costing $1,975,767.

The Water Department disposed of/traded property, plant and equipment costing $84,245 with accumulated depreciation of $76,245.

The Wastewater Department disposed of fully depreciated property, plant and equipment costing $8,952.

The Wastewater Department recorded capital assets in the amount of $165,000 related to a pump station and lines donated by the School Department.

The Wastewater Department had $143,400 of a State EPA loan forgiven during the year.

The accompanying notes are an integral part of this financial statement.



CITY OF BURLINGTON, VERMONT

CITY OF BURLINGTON, VERMONT Exhibit J
STATEMENT OF FIDUCIARY NET ASSETS — FIDUCIARY FUNDS
JUNE 30, 2007

Agency
Pension Private Fund -
Trust Purpose Student
Fund Trust Funds Activities
ASSETS
Cash $ 633,843 $ 31,363 $ 256,753
Investments 127,166,277 184,303 0
Accrued Interest Receivable 265,064 59 0
Due from Employees 109,669 0 0
Reimbursement Receivable 12,792 0 0
Due from Other Funds 17,131 0 0
Total Assets 128,204,776 215,725 256,753
LIABILITIES
Accounts Payable 88,033 0 0
Accrued Liabilities 317,665 0 0
Compensated Absences 8,269 0 0
Due to Student Organizations 0 0 256,753
Total Liabilities 413,967 0 256,753
NET ASSETS
Held in Trust For:
Employees' Pension Benefits 127,790,809 0 0
Individuals and Organizations 0 215,725 0
Total Net Assets $ 127,790,809 $ 215,725 $ 0

The accompanying notes are an integral part of this financial statement.
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CITY OF BURLINGTON, VERMONT Exhibit K
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS - FIDUCIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2007

Private
Pension Purpose
Trust Trust
Fund Funds
ADDITIONS:
Contributions:
Employer - Pension $ 6,228,710 $ 0
Employer - FICA 2,339,594 0
Plan Members 1,341,480 0
Other Contributions 0 6,600
Total Contributions 9,909,784 6,600
Investment Earnings:
Interest and Dividends 12,437,752 6,209
Net Increase in the Fair Value of Investments 6,644,764 0
Total Investment Earnings 19,082,516 6,209
Less Investment Expense (689,768) 0
Net Investment Earnings 18,392,748 6,209
Total Additions 28,302,532 12,809
DEDUCTIONS:
Benefits - Pension 6,243,027 0
Benefits - FICA 2,339,594 0
Benefits - Post Employment Health 68,449 0
Refunds of Contributions 61,361 0
Administrative Expenses 204,051 0
Other 0 3,029
Total Deductions 8,916,482 3,029
Change In Net Assets 19,386,050 9,780
Net Assets - July 1, 2006 108,404,759 205,945
Net Assets- June 30, 2007 $ 127,790,809 $ 215,725

The accompanying notes are an integral part of this financial statement.
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CITY OF BURLINGTON, VERMONT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

Incorporated in 1865, the City of Burlington operates under a tripartite system of government
with the Mayor serving as Chief Executive, the City Council as the legislative body and the
Commissioners as the primary policy makers within their respective departments. The City
Charter authorizes the provision for the following services for the residents of the City: general
administration, public safety, public works, human services, utilities and education.

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted by the City of Burlington (the “City”) conform to generally
accepted accounting principles (GAAP) as applicable to governmental entities.  The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing accounting and financial reporting principles. The following is a summary of the
more significant accounting policies employed in the preparation of these financial statements.

A. The Financial Reporting Entity

This report includes all of the funds of the City of Burlington, Vermont. The reporting entity
consists of the primary government; organizations for which the primary government is
financially accountable; and other organizations for which the nature and significance of their
relationship with the primary government are such that their exclusion would cause the reporting
entity’s financial statements to be misleading or incomplete. Component units are legally
separate organizations for which the elected officials of the primary government are financially
accountable. The primary government is financially accountable if it appoints a voting majority
of the organization’s governing body and it is able to impose its will on that organization or there
is a potential for the organization to provide specific financial benefits to or burdens on the
primary government. The primary government may be financially accountable if an organization
is fiscally dependent on the primary government. The Burlington Community Development
Corporation is the only entity that meets this definition and, as a discretely presented component
unit, is reported in a separate column in the government-wide financial statements to emphasize
that it is legally separate from the City. Excluded are organizations such as the Chittenden
County Transportation Authority, Burlington Housing Authority, Chittenden County
Government, the Winooski Valley Park District, the Burlington City Arts Foundation, Burlington
Schools Foundation, and the Chittenden Solid Waste District, since after considering all factors
related to oversight responsibility, the City has concluded they are not part of the reporting
entity.

The Burlington Community Development Corporation’s primary purpose is to carry out the
industrial and economic development of the City of Burlington, including specifically the
development of businesses located, or to be located, on lands owned by the City of Burlington at
the Burlington International Airport. As such, the purposes of the Corporation shall include
fostering, encouraging and assisting the physical location of business enterprises in the Greater
Burlington area and otherwise fulfilling the purposes of a “local development corporation”. The
Board of Directors of the Burlington Community Development Corporation must be members of
the City of Burlington’s Board of Finance.



2007 ANNUAL FINANCIAL REPORT

CITY OF BURLINGTON, VERMONT
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2007

B. Basis of Presentation

The accounts of the City are organized and operated on the basis of fund accounting. A fund is
an independent fiscal and accounting entity with a separate set of self-balancing accounts which
comprise its assets, liabilities, fund equity, revenues, and expenditures or expenses, as
appropriate. Government resources are allocated to and accounted for in individual funds based
upon the purposes for which they are spent and the means by which spending activities are
controlled.

The basic financial statements of the City include both government-wide statements and fund
financial statements. The focus of the government-wide statements is on reporting the operating
results and financial position of the City as a whole and present a longer-term view of the City’s
finances. The focus of the fund financial statements is on reporting on the operating results and
financial position of the most significant funds of the City and present a shorter-term view of
how operations were financed and what remains available for future spending.

Government-wide Statements: The statement of net assets and the statement of activities display
information about the primary government, the City, and its component unit, the Burlington
Community Development Corporation. These statements include the financial activities of the
overall government, except for fiduciary activities. Eliminations have been made to minimize
the double counting of activities between funds. These statements distinguish between the
governmental and business-type activities of the City. Governmental activities generally are
financed through taxes, intergovernmental revenues, and other nonexchange transactions.
Business-type activities are financed in whole or in part by fees charged to external parties.

The statement of activities presents a comparison between direct expenses and program revenues
for each function of the City’s governmental activities and for each segment of the City’s
business-type activities. Direct expenses are those that are specifically associated with a
program or function and, therefore, are clearly identifiable to a particular function. Program
revenues include (a) charges paid by the recipients of goods or services offered by the programs
and (b) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular program. Revenues that are not classified as program revenues,
including all taxes, are presented as general revenues.

Fund Financial Statements: The fund financial statements provide information about the City’s
funds, including fiduciary funds. Separate statements for each fund category — governmental,
proprietary, and fiduciary — are presented. The emphasis of fund financial statements is on major
governmental and enterprise funds, each displayed in a separate column. All remaining
governmental and enterprise funds are aggregated and reported as nonmajor funds.
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Proprictary fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are those in
which each party receives and gives up essentially equal values. Operating revenues consists of
sales of electricity, rents of electric property, fees to transmit electricity of others, rent of airport
terminal space and buildings, concessions, commissions, parking garage receipts, sales of water,
wastewater user charges, telephone, cable and internet access, hot lunch sales and other
miscellaneous fees for service. Nonoperating revenues result from certain nonexchange
transactions or ancillary activities. Non-operating revenues consist of investment earnings,
passenger facility charges, grant income, building rents from buildings purchased for future
expansion and rockledge income.

Operating expenses are defined as the ordinary costs and expenses for the operation,
maintenance and repairs of the electric plant, airport, water facility, wastewater facility,
telecommunications equipment and lines, and hot lunch programs. Operating expenses include
the cost of production, purchased power, maintenance of transmission and distribution systems,
administrative, and general expenses and depreciation and amortization. Operating expenses do
not include the principal and interest on bonds, notes or other evidences or indebtedness and
related costs.

The City reports on the following major governmental funds:
General Fund - This 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.

School Fund — This Fund accounts for all of the governmental activity of the Burlington
School Department.

The City reports on the following major proprietary funds:

Electric Utility Fund — This fund accounts for the operations of the Burlington Electric
Department.

Airport Fund — This fund accounts for the operations of the Burlington International Airport.
Telecom Fund — This fund accounts for the operations of the Telecommunications system.

Wastewater Fund — This fund accounts for the operations of the Department of Public
Works-Wastewater Division.
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Additionally, the City reports the following fund types:

Private-Purpose Trust Funds - These funds are used to report trust arrangements under
which resources are to be used for the benefit of firemen injured in the line of duty,
Christmas gifts for servicemen overseas, Christmas dinners for the destitute and student
educational expenses and scholarships. All investment earnings, and in some cases, the
principal of these funds may be used to support these activities.

Pension Trust Fund — This fund accounts for monies contributed by the City and its
employees and the income on investments expended for the pensions of retired City
employees. This fund is supported by a dedicated tax rate from the General Fund and
charges to non General Fund funds based on payroll. This Fund also pays for the FICA
costs for the City’s employer’s share of FICA.

Agency Fund — This fund accounts for monies maintained for various student groups at the
Burlington High School.

C. Measurement Focus

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus. Government-wide and proprietary fund financial statements are reported
using the economic resources measurement focus. This means that all assets and liabilities
associated with the operation of these funds (whether current or noncurrent) are included on the
balance sheet (or statement of net assets). Fund equity (i.e., net total assets) is segregated into
investment in capital assets, net of related debt; restricted net assets; and unrestricted net assets.
Operating statements present increases (i.e., revenues) and decreases (i.e., expenses) in net total
assets.

Governmental fund financial statements are reported using the current financial resources
measurement focus. This means that only current assets and current liabilities are generally
reported on their balance sheets. Their reported fund balances (net current assets) are considered
a measure of available spendable resources, and are segregated into reserved and unreserved
fund balances. Operating statements of these funds present increases (i.e., revenues and other
financing sources) and decreases (i.e., expenditures and other financing uses) in net current
assets. Accordingly, they are said to present a summary of sources and uses of available
spendable resources during a period.

D. Basis of Accounting
Basis of accounting refers to when revenues and expenditures or expenses are recognized in the

accounts and reported in the financial statements. Basis of accounting relates to the timing of the
measurements made, regardless of the measurement focus applied.



