CITY OF BURLEY, IDAHO

Basic Financial Statements
With Supplemental Information

September 30, 2007




CITY OF BURLEY, IDAHO
BASIC FINANCIAL STATEMENTS
For the Year Ended September 30, 2007

TABLE OF CONTENTS

INTRODUCTORY SECTION
Title Page
Table of Contents

FINANCIAL SECTION

Independent Auditor's Report
Management's Discussion and Analysis
Basic Financial Statements:

Government-wide Financial Statements:
Statement of Net Assets
Statement of Activities

Fund Financial Statements:
Balance Sheet - Governmental Funds

Reconciliation of Total Governmental Fund Balances to the
Statement of Net Assets

Statement of Revenues, Expenditures and Changes in Fund Balance -

Governmental Funds

Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balances of Governmental Funds to the Statement of Activities

Statement of Revenues, Expenditures and Changes in Fund Balance -

Budget and Actual:
General Fund

Statement of Net Assets - Proprietary Funds

Staterment of Revenues, Expenses, and Changes in Fund Net Assets -

Proprietary Funds
Statement of Cash Flows - Proprietary Funds
Statement of Fiduciary Fund Assets and Liabilities
Statement of Changes in Fiduciary Fund Net Assets
Notes to the Financial Statements
Combining Financial Statements and Schedules:

Combining Balance Sheet - Nonmajor Governmental Funds

Page

4-5
6a - 6e

10
11

12

13
14

15
16
17
18
19 -32

33



CITY OF BURLEY, IDAHO
BASIC FINANCIAL STATEMENTS
For the Year Ended September 30, 2007
TABLE OF CONTENTS

Combining Statement of Revenues, Expenses and Changes in Fund

Balances - Nonmajor Governmental Funds 34
Combining Statement of Net Assets - Nonmajor Proprietary Funds 35
Combining Statement of Revenues, Expenses and Changes in Fund

Net Assets - Nonmajor Proprietary Funds 36
Combining Statement of Cash Flows - Nonmajor Proprietary Funds 37
Combining Statement of Net Assets - Internal Service Funds 38
Combining Statement of Revenues, Expenses and Changes in Fund

Net Assets - Internal Service Funds 39
Combining Statement of Cash Flows - Internal Service Funds 40

Government Auditing Standards and Single Audit Reports:
Independent Auditor's Report on Compliance and Internal Control 41-43

Independent Auditor's Report on Compliance with Requirements Applicable to
Major Programs, Internal Control Over Compliance in Accordance with OMB

Circular A-133 44 - 45
Schedule of Expenditure of Federal Awards 46
Schedule of Findings and Questioned Costs 47



R %‘ vans & Poulsen P.A.

Certified Public Accountants Members of the American Institule of CPA’s
and the ldaho Sociefy of CPA’s
Edward G. Evans, CPA

Jeffray D. Poulsen, CPA

INDEPENDENT AUDITOR’S REPORT

Mayor and City Council
City of Burley, Idaho

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, the aggregate remaining fund information and the discretely presented
component unit of City of Burley, Idaho (the City), as of and for the fiscal year ended September 30,
2007, which collectively comprise the City’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the City’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

— We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free 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 provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
the aggregate remaining fund information and the discretely presented component unit of the City of
Burley as of September 30, 2007, and the respective changes in financial position and cash flows, where
applicable, and the budgetary comparison for the general fund, for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated January 15,
2008, on our consideration of the City’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.
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The management’s discussion and analysis, pages 6a through 6e, are not a required part of the basic
financial statements but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of
required supplementary information. However, we did not audit the information and express no opinion
on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The combining and individual nonmajor fund financial
statements are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The accompanying Schedule of Expenditure of Federal Awards is presented for
purposes of additional analysis as required by U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations and is also not a required part of the
basic financial statements of City of Burley. The combining and individual nonmajor fund financial
statements and the schedule of expenditure of federal awards have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.
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EVANS & POULSEN, PA

January 15, 2008




City of Burley
Management Discussion and Analysis
Fiscal Year Ending - September 30, 2007

Management’s Discussion and Analysis Report

The management of the City of Burley, Idaho, (City) presents this narrative overview
and analysis of the financial activities of the City for the fiscal year ended September 30,
2007. This Management's Discussion and Analysis is based upon currently known facts,
decisions, and conditions that existed as of the date of the independent auditor’s report.

Government-wide Financial Analysis

The City is required to present its financial statements under the reporting mode! required
by the Governmental Accounting Standards Board Statement No. 34 (GASB

34) which also requires the management discussion and analysis.

Analysis of Net Assets

The City total for net assets for the fiscal year ended September 30, 2007, are $52,816,729
compared to $47,668,728 for September 30, 2006. The increase in net assets is due to an
increase of cash in the General Fund of $288,542 and an increase in cash in the enterprise
funds of $1,171,620. The remainder of the increase was primarily due to the completion of
the municipal wastewater plant and those assets being added to the values. The cash
portion of net assets (9/30/07) is $3,775,121 compared to $2,419,275 (9/30/06) this is an
increase of $1,355,846. A good portion of the increased cash will be spent on the
construction interest for the wastewater plant.

Liabilities for the City as a whole increased by $2,990,296 from September 30,2006 to
September 30, 2007. This is due to the long-term debt being incurred to build the
wastewater treatment plant. Long-term liabilities are debts for assets purchases. Other City
liabilities are vendor payables, employee leave payable. These assets were recognized
under the classification of General Governmental Activities.

The fund balance for General Governmental Funds increased by $225,237. The operating
income for the enterprise funds was $1,680,380 for fiscal year 9/30/2007 compared to
$907,819 for fiscal year 9/30/2006.

Net Assets, Liabilities, and Cash

mNet Assets g Liabiliies (JCash
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Funds analysis
What follows is an analysis of the difference in the ending fund balance of each of the
City’s major funds.

Governmental Funds — Total property taxes collected for FY 2006-2007 were
$1,870,334. These taxes fund the General Fund ($1,391,229), Library ($130,379) and the
General Obligation Bond Debt Payment ($348,726). Total revenues for the General Fund
was $5,000,597 compared to expenses of $4,775,641. Major revenues outside of the
General Fund include; Electric Sales $6,120,564, Water Sales $1,042,447, and Wastewater
revenues in an amount of $2,538,184. The General Fund needs to work diligently to
increase cash reserves as they have been depleted over the past several years.

State and Federal Grants Fund - A federal grant reimbursement was received for the
Dutchman project in the amount of $99,000. The Fire department received grants from
Homeland Security and FEMA in the amount of $78,075 for equipment and building
improvements. The Federal Aviation Administration funded the ongoing work on the new
airport in an amount of $37,193. The City received State Waterways grants for $49,965
for boat dock improvements. The City also received Community Development Block Grant
Funds and Rural Block Grant Funds for Pickett Equipment and Kodiak Northwest
improvements in an amount of $547,910. There was also $5,000 received for new trees.

General Government Revenues by Function

$652,142
$946,579 |
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‘ Expenditures By Function
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Total $16,333,410
Business Type Funds

Electric Fund — The Electric Fund Net assets increased $531,334 from September 30, 2006
to September 30, 2007. This was primarily due to new construction investment in the
electrical system. There are plans for future substation improvements. There were no
significant differences between budgeted revenue and expenditures and actual revenue
and expenditures.

Water Fund — The Water Fund Net Assets were virtually unchanged for the period from
September 30, 2006 to September 30, 2007. The City Council awarded a contract to
Contractors Northwest Incorporated to complete the storage tank and piping to bring well
7 online in 2008. Well 7 is certified for pumping 3500 gallons per minute. There were no
significant differences between budgeted revenue and expenditures and actual revenue
and expenditures.

Wastewater Fund - The Wastewater Fund Net Assets increased $2,264,612 from
September 30, 2006 to September 30, 2007. The increase is related to an increase in
operating revenues of $1,296,169 and grant revenues of approximately $1,000,000 offset
by increased liabilities in the form of future debt. The Wastewater fund cash will decrease
significantly in 2008 when the loan for the municipal plant is closed and the accumulated
interest paid. There were no significant differences between budgeted revenue and
expenditures and actual revenue and expenditures.
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Golf Fund — The Golf Fund had no significant change in Net Assets. As a closing item for
the audit the fund was balanced due to a deficit. To accomplish this there was an
additional $28,000 transfer made from the General Fund to the Golf Fund. We will
continue to monitor the fiscal instability of the Golf Fund and balance any deficit at each
fiscal year end.

Sanitation Fund — The Sanitation Fund had a decrease in net assets of $5,507. This
decrease was due to increased cost due to the volume in garbage transferred to the
landfill. As of November 15, 2007 the City terminated the transfer services provided by
Santos Recycling. The Sanitation fund had an increase in cash of $61,144 for the fiscal
year ended September 30, 2007.

Operating Revenues Compared to Operating
Expenses

$3,000,000

. $2.500,000
$2.000.000

$1,500,000

$1,000,000-

$500,000

$0-

Electric Water Wastewater Non-Major
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OUTSTANDING DEBT

As September 30, 2007 the City of Burley had $32,921,970 in short and long-term debt
and future interest compared to $34,936,558 for the prior year. Additional detailed
information on long-term obligations is available in note 6 to the financial statements.
Future debt may include a new ladder truck for the Fire Department and replacement of
garbage trucks, transfer equipment, and replacement of the oldest street sweeper.
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T 1

Short and Long Term Debt and Interest

$23,681,091
$5,592,662

$3,282,693

Fire Club House G.O.Bord Street Wastewater Water

Equipment Sweeper

There is also a future commitment to borrow for infrastructure development for the
completion of well 7 with the additional water storage tank that will incur cost in FY 2008-
2009. The remainder of the project is estimated to be $2,400,000. The $2,400,000 was
the estimated cost of the total project in the beginning but construction cost increases has
raised the cost of the storage tank and tie in to $2,400,000.

Accounting for Assets

GASB 34 requires that public entities quantify the cost of existing assets and the
maintenance costs of those assets. To accomplish this task, the City Council approved a
contract to develop a geographic information system (GIS). When completed this system
will provide a mechanism to track the current and future physical assets of the City of
Burley. This system will provide the basis to assign values to curb, gutter, road
infrastructure and other governmental fixed assets that require this detail. Note 15 reflects
the first value added because of this change. The value adds $1,494,177 to net assets. As
the City of Burley accepts future public improvements it will not only increase net assets
shown on these financial statements but also commits the City to maintaining those
improvements. This may prove difficult, given the current street funding formulas and
mechanisms.

Requests for information

The City’s financial statements are designed to present the users with a general overview
of the City’s finances, and to demonstrate the city’s accountability. If you have questions
about the report or need additional financial information, please contact the City Clerk at
P.O. Box 1090, Burley, ID 83318, or email us at mhaynes@pmt.org.
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CITY OF BURLEY, IDAHO

Statement of Net Assets
September 30, 2007

ASSETS
Cash & Investments
Receivables {Net of Allowances):
Taxes
Accounts
Notes
Claims
Prepaid Expenses
Inventory - Note 3
Pue From Other Funds
Due From Other Governments
Restricted Assets:
Cash -
Capital Assets - Note 4:
Land
Other Capital Assets, Net of Depreciation

Total assets

LIABILITIES
Accounts Payable and Accrued Expenses
Customer Deposits Payabie
Compensated Absences Payable
Interest Payable
Due to Other Funds
Deferred Revenue
Long-Term Liabilities - Note 6:
Due Within Cne Year
Due in More Than One Year

Total liabilities

NET ASSETS

Invested in Capital Assets, net of related debt

Restricted for:
Capital Projects -
Unrestricted

Total Net Assets

Component
Primary Government Unit
Business Burley
Governmental Type Development
Activities Activities Totals Authority

$ 772,805 § 3002316 $ 3,775,121 $ 285722
108,882 - 108,882 -

8,949 592,259 601,208 -

5101 - 5,101 -

- 382,674 382,674 -

205,596 - 205,596 -
10,648,792 432,801 11,079,593 -
18,131,835 40,956,165 59,088,000 948,353
29,879,960 45,366,215 75,246 175 1,234,075
195,345 466,720 662,065 1,745
105,600 - 105,600 -

89,189 - 89,189 -

24971 894,604 919,575 -

252,255 326,593 578,848 -
3,946,349 16,127,820 20,074,169 1,185,410
4,613,709 17,815,737 22,429,446 1,187,155
24,580,023 24,934,553 49,514,576 (237,0657)
686,228 2,615,925 3,302,153 283,977

$ 252662561 § 27550478 $ 52,816,729 $ 46,920

See accompanying notes to the financial statements.
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CITY OF BURLEY, IDAHO

Balance Sheet
Governmental Funds
September 30, 2007

Other Total
Governmental Governmental
General Fund Funds Funds
ASSETS
Cash and investments $ 471,480 % 25473 3 496,953
Receivables (net of allowances):
Taxes 108,882 - 108,882
Accounts 8,949 - 8,949
Notes 5,101 - 5,101
Due from other funds - - -
Due from cther governments 186,292 19,304 205,596
Total assets $ 780,704 % 44777 % 825,481
LIABILITIES AND FUND EQUITY
Liabilities:
Vouchers payable and accrued liabilities $ 106,147 § 26,817 % 142,964
Utility custormer deposits 105,600 - 105,600
Due to other funds - - -
Deferred revenue 88,523 - 88,623
Total liabilities 300,270 36,817 337,087
Fund Balance:
Reserved for:
Capital projects - - -
Unreserved, reported in: -
General Fund 480,434 480,434
Library Fund 7.960 7,960
Construction Fund - -
Total fund balances 480,434 7,960 488,394
Total liabilities and fund balances % 780,704 $ 44777 % 825,481

See accompanying notes to the financial statements.




CITY OF BURLEY, IDAHO

Reconciliation of Total Governmental Fund Balances to
Net Assets of Governmental Activities
September 30, 2007

Total Governmental Fund Balances $ 488,394

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. 28,778,627

Other long-term assets are not available to pay for current-period
expenditures and therefore are deferred in the funds.
Property Taxes 88,523

Internal service funds are used by management to charge the costs

of insurance to individual funds. The assets and liabilities of the internal

service funds are included in governmental activities in the statement

of net assets. 223,471

Long-term fiabilities, including bonds payable and accrued interest
payable, are not due and payable in the current period and therefore
are not reported in the funds.

Compensated absences (89,189)
Note payable to DL Evans Bank - fire truck (7,609}
Note payable to DL Evans Bank - street sweeper (55,995)
General Obligation Bonds (GOB) payable (4,135,000
Accrued interest payable {24,971)
Net Assets of Governmental Activities $ 25,266,251

See accompanying notes to the financial statements.
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