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INDEPENDENT AUDITOR’S REPORT

Mayor and City Council
City of Rigby
Rigby, Idaho 83442

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City of Rigby, Idaho, as of and for the year
ended September 30, 2010, 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 of Rigby’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 comtained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards reguire 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, and the aggregate
remaining fund information of the City of Righy, Idaho, as of September 30, 2010, and the respective changes in
financial position and cash flows, where applicable thereof for the year then ended in conformity with accounting

principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated April 5, 2011, on our
consideration of the City of Rigby’s internal control over financial reporting and on 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 conirol 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.

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis and budgetary comparison information on pages 1 through 9 and 31 through 33 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s responses
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statemenis. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.
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City of Rigby
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Rigby’s basic financial statements. The combining and individual nonmajor fund financial statements
are the responsibility of management and were derived from and relate directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in refation to the financial statements as a whole. :

NSEN WSE/HJ ¢ C WW puLe
JENSEN POULSEN & COMPANY, PLLC

Certified Public Accountants

March 28, 2011
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City of Rigby
Management’s Discussion and Analysis of Financial Statements

As management of the City of Rigby, we offer the citizens of the City of Rigby’s
financial statements this narrative overview and analysis of the financial activities of the
City of Rigby for the fiscal year ended September 30, 2010. We encourage readers to
consider the information presented here in conjunction with additional information that
we have furnished in our letter of transmittal contained in this report.

The City of Rigby is a municipal corporation organized under statute of the State of
Idaho. The city’s mission is to provide governmental services — police protection, water,
sanitation, sewer, road infrastructure, and general public welfare. The city is by statute
required to operate within its existing and known resources resulting in a balanced
budget.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the City of
Rigby’s basic financial statements. The City of Rigby’s basic financial statements
comprise 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 statement themselves.

Government-wide financial statements. The governmental-wide financial statements are
designed to provide readers with a broad overview of the City of Rigby’s finances, in a
manner similar to a private-sector business.

The statement of net assets presents information on all of the City of Rigby’s assets and
liabilities, with the difference between the two reported as nef assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the City of Rigby 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, regardiess of the timing of the
related cash flow. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods (c.g., uncollected taxes
and earned but unused vacation/sick leave).

Both of the government-wide financial statements distinguish functions of the City of
Rigby that are principally 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 include: general government, public safety,
highways and streets, park and recreation and cultural. The business-type activities of



the City include three proprietary funds: water, sanitation, and sewer collection/
wastewater treatment.

Fund financial statements. A findis 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 Rigby, 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.

Govermmental 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 governmmental
Junds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The City maintains ten individual governmental fund types (general fund, building fund,
library, road, parks, capital improvement, sewer construction, water construction, LID
#7), and three proprietary funds (water, sewer and sanitation) and one internal service
fund. The city does not have any fiduciary funds.

Information is presented separately in the governmental fund balance sheet and in the
governmental fund statements of revenues, expenditures, and changes in fund balances
for the general fund.




Governmental-wide funds consist of the following funds:
* (eneral Fund
e Road Fund
s Sewer Const, Fund
¢ Non-major Funds
Non-major funds consist of the following funds:
¢ Non-major Funds
o Special Revenue Funds:
* Library Fund
= Park Fund
* Building Dept.
o Capital Project Funds:
* Capital Improvement Fund
*  Water Const. Fund
= LID #7
= Sewer Collection Project

The basic governmental wide and fund financial statements can be found on pages 10-15
and non-major fund statements on pages 35-36.

Proprietary funds. The city maintains three different types of proprietary funds with a
combining internal service fund. Proprietary funds are used to report the same functions
presented as business-type activities in the government-wide financial statements.

Proprietary funds (business-type activities) consist of the following funds:

e Water Revenue Fund

o Sanitation Fund

*  Sewer Fund
Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The basic proprietary fund financial statements can be
found on pages 16-18 of the report,

Notes to the financial statements. The notes provide additional information that is
essential to a full understanding of the data provided in the governmental-wide and fund
financial statements. The notes to the financial can be found on pages 19-30 of the
repoit,




Government-wide Financial Analysis

Clty of Rigby's Net Assets

Governmental Activilies Business-lype Adivities Total - All Activities

2010 2008 2010 2008 2010 2008
Current and
other assets 722314 751,909 3,506,010 3,620,966 4,228,324 4,372,875
Capital Assets 2,545,740 25560137 13,341,689 13,763,053 15,887,428 16,312,180
Tolal Assets 3,288,054 3,311,048 16,847,699 17,374,019 20,115,752 20,685,065
Current
Liahilities 123,929 554,032 1,142,495 677,961 1,538,052
Long-term
fiabilittes
culstanding 395,557 6,591,553 7,258,553 6,595,789 7,264,813
Other Liabilities 60,080 62,121 32,008 19.058 87,852 72,919
Total Liabilities 184,008 457,678 7,177,593 8,418,106 7,361,602 8,875,784
Net Assets:
Invested in
capital assets,
net of dabt 2,537,481 2,547,056 6,750,136 6,411,500 9,287,616 8,958,556
Restricted 343,994 249 817 220,595 343,994 470,412
Unrestricled 202 570 56,486 2.919.870 2,323,817 3,122 540 2.380,313
Total net assels 3,084,045 2,853,369 9,670,106 8,955,912 12,754,151 11,808,281

As noted above, net assets may serve over time as a useful indicator of government’s
financial position. In the case of the City of Rigby, assets exceeded liabilities by $12.7
million at September 30, 2010 vs. $11.8 million at September 30, 2009.

The largest portion of the city’s net assets (82% as of Sept. 30, 2010 vs. 70% as of Sept.
30, 2009) reflects its investment in capital assets (e.g., land, building, vehicles, and
equipment); less any related debt used to acquire those assets that is still outstanding.
At September 30, 2010 there was $8,259 owed on these capital assets vs. $12,081 at
September 30, 2009. The city uses these capital assets to provide services to its citizens;
consequently, these assets are not available for future spending.

The city’s business-type assets decreased from $17.3 million to $16.8 million. The
decrease of $200,000 represents the net change in the city’s wastewater treatment plant
and depreciation charges. The debt owed on the business-type assets decreased from $7.3
million to $6.6 million also from the wastewater treatment plant. The net change in
invested in capital assets — net of debt represents the retirement of the water revenue
bond.

Governmental activities. Governmental activities decreased the city’s net assets by
$13,397, while business-like activities increased the city’s net assets by $338,636 fora
net increase of $325,239. A summary of all activities follows.



Revenues:

Program Revenues:
Charge for service
Grants

General Revenues:
Property Tax
Interest Earning

Other Fees
Internal Service Charges

State Support

Total Ravenues {excivde
Trans)

Expenditures;

General Government
Public Safety
Highway/Streets

Parks & Recreation
Cuttural

Interest on Dabt

Internal Service Charges
Water

Sanitation
Sewer

Tolal Expandilures

Excess {Deficlency)Revenues
Over Expenditures

Other Financing Sources:
Transfers n (Qut)

Waslewater Grants

Capital Contributions
Other Financing Sources
Increase (Decrease)

In Net Assets

Fund Balance:
Beginning Balance
Prior Periog Adjusy

Ending Balance

City of Righy's Changes in Net Assets

Governmental Aclivities

2010

247,275
147,753

983,416
5,520
246,632

39,695

252,202

1,922,493

409,956
762,687
320,378
111,564
146,066
540
27,083

1,787,365

135,128

95,647

95,647

230,678

2,853,369

3,084,045

2009
243,816
156,516
525,681

22,331
75,631

253,869

1,877,844

431,753
771,347
390,862
204,701
207,217

833

2,008,713

(328,869)

{915,334)

(915,334)

{1,244,203)

4,087,571

2,853,369

Business-type Activities

2010

1,774,832
13,234

81,349
807

46,599

1,917,011

96,457
31,767
368,002
169,298

444,756

1,107 272

809,739

(95.547)

(95,547)

714,182

8,955,915

9,670,108

2009

1,788,681

48,000
22,636

1,859,307

21,814

320,011
143,012

417,173

930,196

881,018

915,334
1,433,059

2,374,672

3,255,650

10,721,460

{5,021,237)
8,955,913

2010

2,022,207
160,967

983,416
86,869
247,529
86,294

252,202

——tEl

3,839,504

409,956
762,687
329,379
111,564
146,085

97,097

58,810
368,002
169,298

441,758

2.884 637

944,867

944,867

11,609,284

12,754,151

Total - Al Activities
2009

2,032,397
156,518

925,681
70,421
88,267

253,869

3,537,151

431,753
771,347
390,862
204,704
207,217

22,644

320,011
193,052

417,173

2968,721

578,930

1,433,059

1,459,338

2,011,489

14,849,028

(5,021,237}
11,839,278



Highlight of selected revenues/expenditures are:
* Charges for all services decreased 0.5%.
* Property taxes increased 6%.
*  State revenues remained unchanged.
* All governmental activities decreased 11%.
* Business-type expenditures increased 16%.
*  Change in net assets for the governmental-type activities increased 119%,
* Change in net assets for business-type activities decreased 78%.

Financial Analysis of the City’s Funds

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

Governmental funds. The focus of the city’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing the City of Rigby’s financing requirements. In
particular, unreserved fund balance may serve as a useful measure of a government’s net
resources avatlable for spending at the end of the fiscal year. At the end of the current
fiscal year, the City of Rigby’s governmental funds reported combined fund balance of
$523,317 (pagel14) vs. $305,288 at the end of last fiscal year, an increase of $218,029.
As a percent of ending fund balance to actual expenditures, $523,317 represents a 26%
reserve ratio vs. 16% for the prior year. This translates to an increase in working capital
from 22 days to 93 days.

General Fund Budgetary Highlights

The general fund is the primary operating funds of the city. At year end its unreserved,
undesignated fund balance was $194,301 vs. $70,148 for the prior year. As a measure of
liquidity the fund balance of $194,301 represents a reserve of 64 days of its 2010 actual
spending activities vs. 22 days for 2009. For 2008 the reserve balance of $777,058
represented a spending reserve of 231 days.

The mayor and council adopt annual operating budgets for all funds — governmental,
special assessment and proprietary funds. The city measures its success of achieving its
goals through implementation of the budget process. Revenues and expenditures are
recorded in the financial statements on the modified accrual basis of accounting and
budgets on a cash basis of accounting. All funds remained within their authorized
budgets for the year ended September 30, 2010,

Annual budgets are published prior to adoption and public hearings are held. Budgets
may be amended during the year. Whenever budgets are raised over the authorized
budget statues require public hearing and re-publication of the prior budget, increase and
revised budget. The mayor and council are required not to allow expenditures exceed
their authorized spending amount. The city has remained within their authorized budgets
funded in Jarge part by interfund transfers and existing cash reserves.



Detailed statements of actual to budget for the general, road fund, and sewer construction
fund are presented on pages 31-33 of this report. Other non-major funds balance sheet
and statement of revenues, expenditures and changes in fund balances are shown on page
35 and 36,

Proprietary Funds Highlights

The proprietary funds statement of net assets, statement of revenues, expenses and
changes in fund net assets and statement of cash flows are presented on page 16-18 of
this report. A summary of statement of revenues, expenses, and changes in fund balance
is presented below.

Statement of Revenues, Expenses, and Changes in Fund Balance -

Proprietary
Funds
Water Sanitation Sewer Combining Total

2010 2009 2010 2008 2010 2009 2010 2003
Operating
Revenues: 571,350 587,281 212,001 221,332 994,978 1,002,601 1,778,329 1,811,214
Operating
Expenses; 368,002 320,011 169.298 183,012 441,758 417,173 879,058 930,196
Net Cperating
Income 203,347 267,270 42703 28,320 553,221 585,428 799,271 881,018
Non-operating
Ingome
{Expense):
Wastewater
Grant 10,734 1,433,059 10,734 1,433,059
Interest Income 30,683 12,472 3,388 6,828 28,688 28,790 62,759 48,090
Debt Interest (96,457} (21,811} {96,457) (21,811)
Gain{Loss)
Invest 18,580 18,590 -
Operating
Transfer (26,601) 37,086 {19,311 (46,636) 878,248 {95,548) 915,334
Changes in net
assets 129,563 295,017 26,781 35,148 543,008 2,825,525 699,350 3,255,680
Net Assets:
Beginning 2,632,229 2337211 471,230 436,081 5,852,456 7,948,167 10,721,459
Prior Period
Adjust (2811 2611 (5,021,237) (5,021,237)
Internat Service
Portion 14,841
Ending 2,759,181 2,632,228 498,011 471,229 6,398,073 5,852,455 714,192 8,855,912



For the proprietary funds (water, sewer, sanitation) the combined beginning assets totaled
$17.374 million, with $ 8.418 million in liabilities and fund balances of $8.956 million.
The proprietary funds ended the year with assets totaling $16.831 million, liabilities of
$7.175 million and ending fund equity of $9.655 million.

Cash and cash investments for the governmental funds decreased from $534,896 to
$496,103 for a net decrease of $38,793. The proprietary funds decreased their cash and
cash investments by $977,967. $541,000 of the decrease came with the retirement of the
water revenue bond. Overall for all funds and fund types the cash and cash investment of
the city decreased from $3.412 million to $3.327 million for a net decrease of $84,282.

Economic Factors and Next Year’s Budgets

For the past years budgets have been prepared and adopted using the city’s known
revenues and existing cash balances. Expenditures have been within their authorized
amount, For the year ended September 30, 2010, the city increased its general fund cash
carryover balance by $46,865. At September 30, 2010 the general fund’s cash carryover
fund balance (net of liabilities) is $194,301, The road fund ended the year with a fund
balance of $3,895, and the sewer construction fund ending fund balance increased from a
negative $50,748 to $2,659.

The city does not have any general obligation bonds either outstanding or pending, The
city retired the outstanding water revenue bond during the year, and issued a new
wastewater facility bond for $6.6 million. The city is planning on issuing a wastewater
facility bond in the coming year in the amount of $3.4 million payable over 20 to 30
years,

In addition, the City obtained judicial review to increase city indebtedness by $6 million
to upgrade, construct and improve the City’s sewer collection system.

No major financial obligation was incurred during the year but the City obtained
authorization to begin construction, upgrade and construct the City’s sewer collection
system. It is estimated work will begin the summer of 2011 and be completed sometime
in 2012,

Three funds that were of concern during the preceding year: general fund, road, and the
library fund. The general fund was of concern due to lack of cash reserves. Its cash
reserves increased over the year ended and currently have a balance of $194,301 up from
$70,148. The road fund continues to lack revenues to maintain its required operation at
the minimum level. Library fund due to restrictions on the ability to raise support from
property taxes, continue to be limited on the amount of services provided the publie.

The goal of future periods is to rebuild cash reserves in all funds. The goal of the general
fund is fo have a cash reserve equal to 180 days of the current year’s actual expenditures



current cash reserve is at 64 days. The goal of the road fund is to build cash reserves to a
30 day reserve or $22,500.

The goal for the three enterprise funds is to continue to maintain each fund for its
operational activities, debt service obligation and future capital improvements. This
rebuilding phase will be accomplished by adopting budgets that operate on known
resources — current revenues — without utilizing cash balance reserves to fund the
activities.

Internal controls of the city have been reviewed. Prior deficiencies regarding segregation
of duties in payroll processing and reconciling subsidiary ledgers to the general ledger
have been addressed but were not met due to the elimination of one full time clerical
position. Plans are being reviewed to hire a part time employee who will have oversight
supervision thereby eliminating a major internal control deficiency.

All subsidiary ledgers (account payable) were not reconciled to the general ledger due in
part to a computer software failure. That error has been corrected and monthly
reconciliation will begin.

The deficiency regarding financial protocol has been addressed with a new procedure
whereby management must approve the expenditures in excess of $5,000. However,
written purchase orders will be issued over verbal notification.

Request for Information

This financial report is designed to provide a general overview of the City of Rigby’s
finances for all those with an interest in the government’s finances. Questions
concerning any of the information provided in this report or request for additional
financial information should be directed to the city clerk/treasurer at 158 West Fremont,
Rigby, ID 83442,

David Swager, CPA
City Clerk/Treasurer

March 30, 2011



BASIC FINANCIAL STATEMENTS



CITY OF RIGBY
Statement of Net Assets

September 30, 2010
Governmental Business-Type
Activities Activities Total
ASSETS
Cash and cash equivalents......cceceiiiienini e $ 324,111 g 1,974,121 $ 2,298,232
IVESIMENES. .. vttt b st 118,510 911,026 1,029,536
Receivables (Net)...iiiiiiiie et ev v sereee e 268,009 617,090 885,099
Prepaid EXPENSES. . oceeernreerereeret et rasa e rsres et 11,684 3,773 15,457
Capital assets, net of depreciation.......ooi e v virens e 2,137,081 13,320,535 15,457,615
Capital assets, non-depreciable..... s 408,659 21,154 429 813
T OtA] BS5BES 1 uiitriereiiisi et ts e cereeetn et e s b es b ssssssbseatsarerananne $ 3,268,054 $ 16,847,699 $ 20,115,752
LIABILITIES
Current liabilities
ACCOUNTS PAYADIE. .o e B 87,520 $ 80,008 $ 167,528
Other Payable... i et s e 10,000 384,787 394,787
Salaries & benefits payable.......oovcoreorcnincoe e 22,386 6,895 29,281
Waater AEPOSIES o ieeriiriririvrserrirrersasseraesseseesemesseeneeeeeeseeercessesas - 82,342 82,342
Current portion of long term debto..ivimm i 4,023 - 4,023
Total current Habilities $ 123,929 3 554,032 % 677,961
Long-termn Habilities
Debt portion due in more than One Year......cevvnvcniniinns 4,236 6,591,553 6,595,789
Compensated abSEICes. .. v errriers e 55,844 32,008 87,852
Total Habilities....cvvrccnrrecrini e, 184,009 7,177,593 7,361,602
NET ASSETS
Invested in capital assets, net of related debt....ccovrrviiiniinnns 2,537,481 6,750,136 9,287,616
Restricted for:
Capital ProjectS.. e 302,710 - 302,710
DEbE SBFVICE. .. iciiririiiirvriee s sie e s e s ebrnian s e nee s b ems s i pesenn - - -
Community development and improvement projests........... 41,284 - 41,284
LTt {375 T S OSSO YD U TP 202,570 2,919,970 3,122,540
TOtA] BT AS5RES. v ivviviivercvercrerrersteeseern e e saearne e s rresreenresmranscan $ 3,084,045 $ 9,670,106 § 12,754,151

The notes to the financial statements are an integral part of this statement.

Page 10 0f 42
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ASSETS

Taxes receivable.....cvvviciiens
Other receivables.....ooveceeeceeeeceenesen,

Prepaid expenses......ooeeeeeeeienvisisesninns
Total A8SEES. o

LIABILITIES AND FUND BALANCE
LIABILITIES:
Current Liabilities:
Cash overdrafl ..o
Accounts payable......c.ccoenererniniiin
Other payable.......cooeceieniun e

Benefits payable...........ccocoiccninnciins 7

Salaries payable......ooovcrvieececies.

Deferred revenue. .o seiseeseees
Interfund payable......ooccoeeinccccmrnccnriinirenn,
Total current Habilities......cooovvseveecseenen.

FUND BALANCE:
Reserved for:

Capital Projects....ivercreiniveneneceerereenn,
Community development.......oovvvievvvnnens

Unreserved fund balance.....ooooeeveeevcevvcveeeenn,
Total fund balance.....cooveververivcniinninnn.

CITY OF RIGBY
Balance Sheet
Governmental Funds

September 30, 2010
Sewer Non Total
General Road Construction Major Governmental
Fund Fund Fund Funds Funds
$ 27623 % - 3 2,659 £ 347311 § 377,593
118,510 - - - 118,510
62,016 2,795 - 10,887 75,699
104,874 44,954 - 3,032 152,860
8,000 12,250 - 19,200 39,450
4,059 2,017 - 5,608 11,684
$ 325083 § 62,017 % 2,659 § 386,038 § 775,796
5 - $ 47636 % - 3 20,105 $ 67,741
26,298 6,102 - 11,015 43,415
- - - 15,080 15,080
635 - - - 635
16,982 2,083 - 644 19,769
55,415 2,301 - 8,733 66,448
31,450 - - 8,000 39,450
130,780 58,122 - 63,577 252,479
- - 3,895 - - 3,895
- - 2,659 298,900 301,559
- - - 23,562 23,562
194,301 - - - 194,301
194,301 3,805 2,659 322,462 523,317
§ 325083 % 62017 § 2,659 § 386,038 § 775,796

The notes to the financial statements are an integral part of this statement,
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CITY OF RIGBY
Reconciliation of the Governmental Funds
Balance Sheef to the Statement of Net Assets
September 30, 2010

Total fund balances - governmental funds $ 523,317

The cost of capital assets (land, buildings, furniture, and equipment)
purchased or constructed is reported as an expenditure in governmental
funds. The Statement of Net Assets includes those capital assets among
the assets of the City as a whole. The cost of those capital assets is
allocated over their estimated useful Hves (as depreciation expense) to the

various programs reported as governmental activities in the Statement
of Activities. Because depreciation expense does not affect financial

resources, it is not reported in governmental funds.

Cost of capital assets $ 4,280,639
Depreciation expense to date (1,734,899} 2,545,740

Property taxes received that are not available to pay for current period

expenditures are deferred in the funds. 66,448

Long-term liabilities are not due and payable in the current period and
therefore are not reported in the funds.

Compensated absences payable {55,844)
Bonds payable - L.LD. (8,259 (64,103)

Internal service funds are used by management to charge the costs of
equipment usage to individuat funds. The net revenue {expense) of
certain activities of internal service funds is reported with governmental

activities. 12,643
Total net assets for governmental activities. $ 3,084,045

The notes to the financial statements are an integral part of this statement.
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CITY OF RIGBY
Statement of Revenues, Expenditures and
Changes in Fund Balances - Governmental Funds

September 38, 2010
Sewer Non Total
General Road Construction Major Governmental
REVENUES Fund Fund Fund Funds Funds
Local Revenue;
Property taxes. .o ieveereeeeeeerararons § 778866 § 43,644 § - $ 135219 § 957,729
Earnings on investments.................. 2,898 1 3 2,618 5,520
Fees and fines......covvveiisinicorinenns 41,439 - - - 41,439
Charges for services....oocivvvenniniies 40,696 70,693 20,875 86,053 218,317
Miscellaneous and other revenue..... 88,793 30,372 403,036 21,269 543,471
S1A1C IEVENUES. ..o iv e eee s 234,733 121,051 - 13,736 369,520
163 12111 C TSR 21,621 . - 8,815 30,436
Total revenue.......ovcvveeeivsirennn. 1,209,045 265,761 423914 267,709 2,166,430
EXPENDITURES
General government.........coocoovvevrinnn. 435,173 - - - 435,173
Public safety..uvveccreccnncniin, 636,743 - - - 636,743
Street and public improvement.......... - 272,462 - 23,380 295,842
Parks and recreation..........ccvvreeeeennn, - - - 53,673 53,673
Cultural.. o - - - 135,135 135,135
Capital outlay.......oooovveveeesirve s 40,606 1,654 403,036 42,084 487,380
Contingent liability......ccoocooviiererran, - - - - -
Total expenditures........c.coocovrvnnnn, 1,112,523 274,116 403,036 254,272 2,043,947
Excess (deficiency) of revenue
over exXperdiures......covveviieinnnns 96,522 (8,355) 20,878 13,437 122,483
OTHER FINANCING SOURCES (USES)
Transfers.....cvciiniiinn 27,632 12,250 32,529 23,136 95,547
Net change in fund balances.............. 124,154 3,895 53,408 36,573 218,030
Fund Balance - Beginning.........cco...... 70,147 - {50,748) 285,888 305,287
Fund Balance - Ending.......cccocvvinnnnn. $ 194301 8§ 3,895 & 2659 § 322462 § 523,317

The notes to the financial statements are an integral part of this statement.
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CITY OF RIGBY
Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For the Year Ended September 30, 2010

Net Change in fund balances-total governmental funds
Amounts reported for governmental activities in the Statement of Activities
are different because:

Governmental funds report capital outlays as expenditures while
governmental activities report depreciation expense to allocate those
expenditures over the life of the asset. This is the amount by which
capital outlays exceeded depreciation in the current period.

Capitalized assets § 24,499
Depreciation expense (145,738)

Tax revenues are deferred and not recognized in the funds until they are
available to pay for current period expenditures, In the Statement of
Activities, however, they are recognized when levied. This is the
difference between the amount deferred at the beginning and end of
the current period.

Deferred revenue - 2010 66,448

Deferred revenue - 2009 (54,886)

Payments of bonds is an expenditure in the governmental funds,
but the payments reduce long term debt in the Statement of
Activities. )

Bonds payable

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.

Compensated absences - 2010 (55,844)
Compensated absences - 2009 53,861

Gain on disposal of capital assets

Income recognized on the sale of assets in governmental funds not reported
in the Statement of Activities,

A parcel of land was donated to the City during the year to be used as a park.

The donation was treated as contributed capital.
Internal service funds are used by management to charge the costs of

equipment usage to individual funds. The net revenue (expense) of certain
activities of internal service funds is reported with governmental activities.

Change in Net Assets of Governmental Activities

The notes to the financial statements are an integral part of this statement,
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CITY OF RIGBY
Siatement of Net Assets

Proprietary Funds
September 30, 2010
Water Sewer Internal
Fund Sanitation Fund Total Service Funds
ASSETS
L0713 | OOV OVEVOU OO § 491,350 % 282233 § 1,183,798 § 1,957,381 § 30,999
Cash - restricted for bond......ooovveveceen, - - - - -
TRVESIERLS . evcvivivt ittt eeensans 360,822 - 550,204 911,026 -
Other receivables. ..o 74,366 24,685 518,039 617,090 -
Capital assets, net of depreciation..............ouevnen.. 1,952,276 204,496 11,163,762 13,320,535 288,166
Capital assets, non-depreciable........ccccoorrorrnnnnn. 20,254 - 9060 21,154 -
Prepait eXPenSes. .ot eseesee . 714 2,155 904 3,773 -
TOA] 55815..c.vvrriieeic e $ 2,899,782 § 513,570  $ 13,417,607 § 16,830,958 § 319,165
LIABILITIES
Current Liabilities:
ACCOUNES PAYADIE.c.ovevirveccirire e s eaas $ 32,873 % 4,658 3% 40,639 % 78,170 % 3,404
Other Payable.. oo 11,546 - 373,241 384,787 -
WaLer dePOSIIS ... sese s 82,342 - - 82,342 -
Salaries PaYable... i esesesesessssereeens 2,330 2,251 2,253 6,835 111
Total current Habilities.......c.coouiirecreerrcverereerenns 129,091 6,909 416,134 552,134 3,515
Nencurrent liabilities:
Bond payable - long term....uvcinnnenennn, - - 6,591,553 6,591,553 -
Compensated absences payable.......coovvveeeeennes, 11,510 8.650 11,848 32,008 -
Total Habilities. ..ovvviiiiiicirie s sereereresnensens 140,601 15,560 7,019,534 7,175,695 3,515
NET ASSETS
Invested in capital assets, net of related debt......... 1,972,530 204,496 4,573,109 6,750,136 288,166
Restricted for debt service..ooooovnimmnreresrrerennins - - - - -
Net as5ets - WIHESHICE i eeeererseserens 786,651 293,515 1,824,963 2,905,129 27,484
Total Net 85SE1S. v $ 2,759,181 § 498,011 $ 6398073 § 9,655265 § 315,650
Some amounts reported for business-type activities
in the statement of net assets are different because
certain internal service fund assets and liabilities
are included with business-type activities, 14,841
Net assets of business-type activities $ 9,670,106

The notes to the financial statements are an integral part of this statement,
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CITY OF RIGBY

Statement of Revenues, Expenses, and Changes in Fund Net Assets

OPERATING REVENUE
Consumer charges......
OLREF FEVERUC.....ovvece s ireresrmesssssesse s sssrcssecressan
Other Services.........

Total operating revenue. . nnmerrrerierans

OPERATING EXPENSES
SAlAIIES et

Payrol 1aXes ..o
Insurance - emMpioyee.....oo.oevcieeinenirmninisriesionns
Retirement - employee....concsecerminnns
Municipat shop building ....
UHEHES. cvcsrivscnsecsintiens e cesecmsnessseesseeeecamperacaes
Office supplies and postage......cooveeeeveeeeercneriniens
Maintenance and repairs
Training and ravel......c....covieneenieenen
Supplies.........

Depreciation...
Miscellaneous eXpense. .. v wievnrenriane

IrFigation ASSESSMENTS.. .. iessesesennens
Total operating expense....oooeeeieeeenecnecenne

Operating incoms (foss)

NONOPERATING REVENUE (EXPENSE}
Wastewater project grant 100me. ....ooccercveerrinens
[Rterest IMCOME. .o ercns e

Interest expense.
Gain (loss) on investments

Reserve for debt service

Total nonoperating revenue (€Xpense).....
Income (loss) before contributions

and Hansfers...... i

Capital contributions

Operating transfers. ... ecrivcrsrerccciinn

Changes i1 Net 485818, cmrcrrcrmimmmrnsiesrnecsernes
NET ASSETS
Total net assets - beginning....mnomimmeann

Prior years adjustment

Total net assets - ending.....cimmmmen.

Proprietary Funds
September 30, 2010
Water Sewer Internal
Fund Sanitation Fund Total Service Funds
§ 567933 § 212,001 § 994978 % 1,774,932 $ -
3,397 - - 3,397 -
- - - .- 86,204
571,350 212,001 994,978 1,778,329 86,294
54,791 46,817 134,729 236,337 10,439
6,501 4,327 11,220 22,048 775
11,348 16,256 17,346 44,950 1,110
7,912 5,401 12,604 25,916 946
3,213 3,213 2,624 9,050 5,572
98,655 - 68,336 166,991 -
3,552 2,864 3,393 9,809 -
73,087 33,107 68,604 174,798 9,057
715 5 2,369 3,100 -
1,229 1,078 13,813 16,120 3,282
1,346 3,958 2,559 7,863 27,154
78,605 36,355 73,291 188,251 65,283
21,290 15,907 30,869 68,066 475
5,758 - - 5,758 -
368,002 169,298 441,758 979,058 124,093
203,347 42,703 353,221 799,271 (37,799)
. - 10,734 10,734 -
30,683 3,388 28,638 62,759 -
(96,457) - - (96,457 -
18,590 - - 18,580 -
(47,183) 3,388 39,422 (4,374) -
156,164 46,092 592,642 794,898 (37,799)
(26,601) (19,311 {49,636) (95,548) -
129,563 26,781 543,006 699,350 (37,799
2,632,229 471,230 5,852,456 353,449
(2,611) - 2,611 -
$ 2,759,181 3 498011 § 6,398,073 $ 315,650
Some amounts reported for business-type activities
in the statement of activities are different because
the nel revenue of certain internal service funds
is reported with business-type activities, 14,841

Change in net assets of business-type activities $

The notes to the financial statements are an infegral part of this statement.
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CITY OF RIGBY
Statement of Cash Flows
Proprietary Funds

September 30, 2010
Water Sewer Internal
Fund Sanitation Fund Totals Service Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from CUSIOMErS..uvoeieecicvvsireiiscesrennee. 601,223 § 214,737 $ 1,027,051  § 1,840,011 $ 86,294
Payments to suppliers and employees......ovveovvinereenns {268,571) (132,888) {487,398) {888,857) (55,295)
Cash provided by customer deposits..., 5,620 - - 5,620 -
Net cash provided (used) by operatmg actwmes .......... 338,272 78,849 539,653 956,774 30,999
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfer from (10) general fund.......o.oveeeeeeeerevess s {26,601) (19,31H (49,636) (95,548) -
Net cash provided (used) by noncapital
fINAancing aCtVIIES.....ocvvicr e ereseere e verersesaees (26,601) {19,311) (49,636) {95,348) -
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Cash received for wastewater project (net of expenses)... - - 384,292 384,292 -
Cash paid for JRWWS grant {net of revenue).......ovnea, - - - - -
Cash paid for construction and equipment..........c..ooon... (17,124) - 240,238 223,114 -
Principle payments on capital l€ase.....coe.cverrvrvnvrsnrisenes - - - - -
Bond principle payments.... (750,000) - - (750,000) -
Interest paid on bonds and Eeases (96,457} - - (96,457} -
Net cash provided (used} by capllat and :’eiated -
financing activities... (863,581) - 624,530 {239,051} -
CASH FLOWS FROM INVESTING ACTIVITIES
Interest income.. 49,273 3,388 28,688 81,349 -
Purchase of i mves!ments (36,159) - (508,282) {544.,441) -
Net cash provided (used) from uwestmg actwnt:es ..... 13,114 3,388 (479,594) {463,092) -
Net increase (decrease) in cash and cash equivalents............ (538,796) 62,928 {135,514) (611,383) 30,999
Cash and cash equivalents-beginning of year.......corvvrie. 1,030,146 219,305 1,319,312 2,568,763 -
Cash and cash equivalents-end 0f Year oo 8 491,350 $ 282,233 8 1,183,798 § 1,957,381 $ 30,999

Reconciliation of operating income to net cash provided by
operating activities

Operating iNCOME.. e 3 203,347 8 42,703 § 553,221 8 799271 §  (37,799)

Adjustiments to reconcile operating income to net cash
provided by operating activities:

DI EPreCiation...ccucvrvrs s rt et eer e essebeneen s 78,605 36,355 73,291 188,251 65,283
(Increase) decrease in consumer accounts receivable............ 29,873 (264) 32,073 61,682 -
Increase {decrease) in customer deposits..mrorrrerernnine. 5,620 - - 5,620 -
{Increase) decrease in customer prepaids...c.....coeorerennsienen. (292) (1,789) (291) (2,372) -
Increase (decrease) in accounts payable.......uvireereesneone. 21,118 1,844 (118,641) (95,679} 3,515
Net cash provided by operating activities......vcvcmere. $ 338272 § 78840 $ 539653  § 956,774 § 30,999

The notes to the financial statements are an integral part of this statement.
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NOTE 1

CITY OF RIGBY

Notes to the Financial Statements
September 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. REPORTING ENTITY
The City of Rigby consists of patrons from Jefferson County.

This report includes all of the funds/accounts of the City. It includes all activities considered to be
part of the City under GASB Statement #2100, Defining the Governmental Reporting Entity,
Activities include areas in which the City can assert its authority either directly or indirectly by
financial means. The City has an urban renewal agency within its fegal jurisdiction. The agencies
follow Idaho Code in their operations. The agencies boards, which must include one of the
members of the City Council, are approved by the City Council. The agencies adopt their own
budgets based on revenues prescribed by Idaho Code. The City does not have any authority over
the urban renewal agency either directly or indirectly.

The City is organized and operates under the provisions of the Idaho Constitution and the
accounting policies and practices of the City conform to generally accepted accounting principles
as applied to governments. The city’s reporting entity applies all relevant Govermmental
Accounting Standards Boards (GASB) pronouncements. Proprietary funds and similar component
units apply Financial Accounting Standards Board’s (FASB) pronouncements and Accounting
Principal Board (APB) opinions issued on or after November 30, 1989,

In the evaluation of how to define the City for the financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in
the reporting entity was made using criteria set forth in the accounting principles generally
accepted in the United States of America. All funds and activities of the City of Rigby are
included in the basic financial statements. Using the above criteria, the City has no component
units,

B. BASIS OF PRESENTATION, BASIS OF ACCOUNTING

Basis of Presentation

Government-wide Statements: The statement of net assets and the statement of activities display
information about the primary government (the City). These statements include the financial
activities of the overall government. Eliminations have been made to minimize the double-
counting of internal balances and transfers. 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 the different business-type activities of the City and for each function of the City’s
governmental activities. Direct expenses are those that are specifically associated with a program
or function and, therefore, are clearly identifiable to a particular function. Indirect expense
allocations that have been made in the funds have been reversed for the statement of activities.
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CITY OF RIGBY

Notes to the Financial Statements
September 30, 2010

B. BASIS OF PRESENTATION, BASIS OF ACCOUNTING, Continued

Basis of Presentation, continued

Program revenues include (a) fees, fines and 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.  Separate statements for each fund category—governmental and proprietary—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.

Proprietary fund operafing 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. Nonoperating revenues, such as
subsidies and investment earnings, result from nonexchange transactions or anciltlary activities,

The City reports 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.

Road Fund. This fund is responsible for the operation, maintenance and development of roads
within the City’s jurisdiction.

Sewer Construction Fund, The purpose of this fund is to expand the City’s sewer system. The
find is financed through sewer hook-up fees.

The City reports the following major enterprise funds:

Water Fund. This fund accounts for the operation, maintenance and development of the City’s
water resources,

Sewer Fund, This fund accounts for the operation and maintenance of the City’s sewer system,

Sanitation Fund. This fund accounts for the operation and maintenance of the City’s sanitation
system.
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CITY OF RIGBY

Notes to the Financial Statements
September 30, 2010

B. BASIS OF PRESENTATION, BASIS OF ACCOUNTING, Continued

Measurement Focus, Basis of Accounting

Government-wide and Proprietary Fund Financial Statements, The government-wide and
proprietary fund financial statements are reported using the economic resources measurement
focus. The government-wide and proprietary fund financial statements are reported using the
accrual basis of accounting, Revenues are recorded when earned and expenses are recorded at the
time liabilities are incwired, regardless of when the related cash flows take place.

Nonexchange transactions, in which the City gives (or receives) value without directly receiving
(or giving} equal value in exchange, include property taxes, grants, entitlements, and donations.
On an accrual basis, revenue from property taxes is recognized in the fiscal year for which the
taxes are levied. Revenue from grants, entitlements, and donations is recognized in the fiscal year
in which all eligibility requirements have been satisfied,

Governmental Fund Financiel Statements. Governmental funds are reported using the current
financial resources measurement focus and the modified accrual basis of accounting. Under this
method, revenues are recognized when measurable and available. The City considers all revenues
reported in the governmental funds to be available if the revenues are collected within sixty days
after year-end. Property taxes, sales taxes, franchise taxes, licenses, and interest are considered to
be susceptible to accrual. Expenditures are recorded when the related fund liability is incurred,
except for principal and interest on general long-term debt, claims and judgments, and
compensated absences, which are recognized as expenditures to the extent they have matured.
General capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of
general long-term debt and acquisitions under capital leases are reported as other financing
sources.

Under the terms of grant agreements, the City funds certain programs by a combination of specific
cost-reimbursement grants, categorical block grants, and general revenues. Thus, when program
expenses are incurred, there are both restricted and unrestricted net assets available to finance the
program. It is the City’s policy to first apply cost-reimbursement grant resources to such
programs, followed by categorical block grants, and then by general revenues.

All governmental and business-type activities and enterprise funds of the City follow FASB
Statements and Interpretations issued on or after November 30, 1989, Accounting Principles
Board Opinions, and Accounting Research Bulletins, unless those pronouncements conflict with
GASB pronouncements.
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CITY OF RIGBY

Notes o the Financial Statements
September 30, 2010

C. ASSETS, LIABILITIES, AND EQUITY

Cash and Investments

The cash balances of substantially all funds are pooled and invested by the City Clerk for the
purpose of increasing earnings through investment activities, The pooled investments are reported
at fair value at September 30, 2010 based on market prices. Cash also includes funds held at the
Local Government Investment Pool. The cash at the Local Government Investment Pool earns
interest at a variable rate and is available upon demand. Eamings on the pooled funds are
apportioned and paid or credited to the funds based on the balance of each participating fund.

Cash and Cash Equivalents

The City considers cash and cash equivalents in the proprietary funds to be cash on hand and
demand deposits. Demand deposits include money market accounts and certificates of deposit, In
addition, because the Local Government Investment Pool is sufficiently liquid to permit
withdrawal of cash at any time without prior notice or penalty, equity in the pool is also deemed to
be a cash equivalent,

Receivables and Payables

All trade and property tax receivables are shown net of an allowance for uncollectibles. Because
property taxes attach as an enforceable lien after three years of delinquency, the City feels that all
receivables are collectible.

Property Tax Calendar

Property taxes are levied in November of each year and become payable on December 20, and
June 20, of the following year for real property and personal property.

Property taxes attach as an enforceable lien as of December 20 following the levy in August.
Therefore, no amount has been set aside for an allowance for doubtful accounts. Property taxes
collected after December 1, 2010 are classified as deferred revenue.

Inventories and Prepaid Ttems

The City does not have any inventory items at September 30, 2010.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded
as prepaid items. The City had the following prepaid items at the end of the fiscal year.

General Fund $ 4,059
Road Fund $ 2,017
Library Fund 5§ 871
Non-Major Funds $ 4,737
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NOTE 2

CITY OF RIGBY

Notes to the Financial Statements
September 30, 2010

C. ASSETS, LIABILITIES, AND EQUITY, Continued

Capifal Assets

Purchased or constructed capital assets are reported at cost or estimated historical cost. Donated
fixed assets are recorded at their estimated fair value at the date of donation. General
infrastructure assets acquired after July 1, 2001 are reported at cost or estimated historical cost.
The Standards did not require that we track and maintain general infrastructure assets acquired
prior to July 1, 2001 and also do not require us to retroactively restate these assets for financial
reporting purposes. The cost of normal mainfenance and repairs that do not add to the value of the
asset or materially extend the assets’ lives are not capitalized. The City has elected to capitalize
all assets acquisitions that exceed $3,000. Capital assets are depreciated using the straight-line
method over the following estimated useful lives:

Buildings and structures 10-40
Machinery and equipment 3-10
Industrial systems 30-40

Compensated Absences

The liability for compensated absences in the government-wide and proprietary fund statements
consists of unpaid, accumulated sick leave balances. The liability has been calculated using the
vesting method, in which leave amounts for both employees who currently are eligible to receive
termination payments and other employees who are expected to become eligible in the future to
receive such payments upon termination are included.

Fund Reservations

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use
for a specific purpose. Designations of fund balance represent tentative management plans that

are subject to change.
DEPOSITS AND INVESTMENTS

Following is a reconciliation of the City’s deposit and investment balances as of September 30,
2010:

Pooled Cash and
Invesinments

Demand Deposits $ 1,016,990
Certificates of Deposit 825,842
State Investment Pool 7,879
Investments 1,029,536
Money Market 444117

Total § 3324364

Cash Deposits
The following is a schedule illustrating the cash balances held by the City of Rigby that are
insured, collateralized, or uninsured as of September 30, 2010. The City does not have a deposit

policy.

Page 23 of 42



CITY OF RIGBY

Notes to the Financial Statements
September 30, 2010

NOTE2 DEPOSITS AND INVESTMENTS, Continued
Bank Book FDIC

Depository Institution Balance Balance Insured Collateralized Uninsured
Zions Bank $2,563,096 $2,034,966 $500,000 § 2,063,096 $ 0
Bank of Commerce 251,893 251,893 250,000 0 1,893
US Bank 210,339 0 210,339 0 0
State Invest. Pool 7,843 7,879 0 0 7.843
Petty Cash 0 90 0 0 o0
Money Market Accts:

Edward Jones 416,298 416,298 0 0 416,298

Key Investment 360,822 360,822 17,893 0 342,927

RBC Wealth Mgt. 252,416 252,416 Q 0 252416
Total $4,062,707 $3.324.364 $978,235 $.2063,096 § 1,021467

Custodial credit risk is the risk that, in the event of a bank failure, the government’s deposits may
not be returned to it. The government does not have a deposit policy for custodial credit risk. As
of September 30, 2010, $1,021,467 of the government’s bank balance of $4,062,707 was exposed
to custodial credit risk as can be seen in the previous table. The remaining $90 is petty cash on
hand.

Credit Risk: Per the Local Government Investment Pool management, the investment pool itself
does not have a credit rating.

Investments

The City’s investment policy, in compliance with state statutes, authorizes the Clerk to invest in
the following:

e Corporate Bonds

e Federal Agency Obligations

s Mortgaged Backed Securities

s  Mutual Funds
As of September 30, 2010, the City has the following investments. All investments are reported at

their fair market value.

Investment Maturify Fair Value
Money Market n/a 18,087
Federal Agency Obligations
Federal National Mort. Assoc Various 394
Federal Home Loan Mortgage Various 116,802
Federal Farm Assoctation Various 227,390
Mortgage Backed Securities
Structured Asset Secs. Corp ‘ July 25, 2024 629
Mutual Funds
Franklin Adjustable US Gov Sec n/a 179,121
Franklin US Gov Sec Fund CL C Wa 184,778
Goldman Sachs Ultra Short Fund n/a 14,364
Putnam Money Market na 35,555
Pimco Short Term Fund n/a 252416
Total Investments $1,029,536
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NOTE 2

NOTE 3

CITY OF RIGBY

Notes to the Financial Statements
September 30, 2010

DEPOSITS AND INVESTMENTS, Continued
Investments, continued
Concentration Credit Risk is the risk that the City has invested more than 5% of their total

investment in any one issuer. Currently, the City of Rigby holds the following individual issues in
an amount greater than 5% of their total investments:

Individual Issuey % of Total Investment
Pimco Short Term Fund 25%
Federal Farm Association 22%
Franklin US Gov Sec Fund CL C 18%
Franklin Adjustable US Gov Sec 17%
Federal Home Loan Mortgage 11%

Credit Risk: The City's investments are rated by the two nationally recognized statistical rating
organizations—Standard & Poor’s and Moody’s Investment Services. Investments in US

Government Agencies, Corporate Bonds, and Mutual Funds are rated AAA and Aaa, respectively.

RECEIVABLES

Receivables at year end consist of the following:

Street Other Enterprise Funds
General and Road Governmental
Fund Fund Funds Water Sewer Sanitation
Local Sources
Property Taxes $ 62016 § 2,795 $10,887 § 0 3 0 $ 0
Consumer Fees 0 0 0 71,866 24,685 72,416
Other 0 0 0 2.500 0 445,623
Total Local $.62016 $.2795 $10.887 § 74366 $.24,685 $518,039
State Sources
Other State Revenue $104.874 $44,954 3.032
Total State $104,874 $ 44,954 $3.032

NOTE 4

INTERFUND TRANSACTIONS

Interfund Receivable/Payable

During the course of its operations, the City had numerous transactions between funds to finance
operations, provide services, and construct assets and service debt. As of September 30, 2010

there are the following interfund receivables or payables:

Interfund Receivable Interfund Payable

Major Funds

General Fund $ 8,000 $ 31,450
Road Fund 12,250
Non Major Funds 19,200 8,000
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NOTE 4

NOTE 5

CITY OF RIGBY

Notes to the Financial Statements
September 30, 2010

INTERFUND TRANSACTIONS, Continued
Interfund Transfers

The following interfund operating transfers were made during the fiscal year:
Transfers To Transfers From

Major Funds

General Fund $ 27,632
Road Fund 12,250
Sewer Construction Fund 32,529
Water Fund 21,006
Sanitation 21,006
Sewer Fund 53,535
Non-Major Funds 23,136

Transfers between all major and nonmajor funds were made to cover expenditures from
operations.

LONG-TERM OBLIGATIONS

Water Revenue Bonds Issue;

On September 30, 2003 the City refinanced 31,150,000 of Water Revenue Bonds, which were
originally issued October 1, 1996, to fund the construction and upgrade of the City’s water storage
and supply system. These bonds constitute a special obligation of the City solely secured by a lien
and pledge of the net revenues of the water system and do not constitute an indebtedness of the
City within the meaning of any State Constitutional provision or statutory limitation, nor a charge
against the general credit or taxing powers of the City. The bonds are tax exempt under Internal
Revenue Code Section 103(a). The bonds are callable on or after October 1, 2014 for bond
maturing on or after October 1, 2013,

The City made the regularly scheduled principal payments of $85,000 on October 1, 2009 and
October 1, 2010 along with interest payments of $13,807.50 on October 1, 2009, and $12,532.50
on April I, 2010 and October 1, 2010. On October 19, 2010, the City entered into a bond
defeasance agreement with US Bank. $638,780 of cash reserves from the water bond fund were
used to repay the remaining bond principal of $580,000 and required interest payments and bond
fees.

Sewer Revenue Bond Issue:

On December 22, 2010, the City issued $3,000,000 in sewer revenue bonds. This fransaction is
discussed in Note 9-Subsequent Events.
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NOTE 5

CITY OF RIGBY

Notes to the Financial Statements
September 30, 2010

LONG-TERM OBLIGATIONS, Continued

Local Improvement District #7 Bond Issue:

On July 31, 2002 the City issued $40,455 of Local Improvement District (L.LD.) #7 Bonds to help
fund the construction of public improvements of the water lines along Ramona Avenue. The bond
is payable in annual instaliments of principal and interest, at 5.30%, in the amount of $4,461.
Installments are due July 31 beginning in the year 2003 and commence for 10 years. Bonds
outstanding at September 30, 2010 were $8,259.

Wastewater Project loans

During the fiscal year ended September 30, 2009, a loan from the Department of Environmental
Quality (DEQ) in the amount of $4,000,000 was secured for construction of the Waste-Water
Treatment project. Payments were not to begin until the project was complete.

During the fiscal year ended September 30, 2009, a loan from the United States Department of
Agriculture (USDA) in the amount of $2,591,553 was secured for construction of the Waste-
Water Treatment project. Payments were not to begin until the project was complete.

These loans were modified after the fiscal year end September 20, 2010, This modification is
discussed in Note 9—=Subsequent Events.

The following schedule recaps the changes in long-term obligation for the fiscal year ending
September 30, 2010:

Beginning Ending
Governmental-type activities Balance Additions  Subtractions Balance
L.L.D. #7 Bonds $ 12,080 $ 0 $ 381 § 8259
Compensated absences 53,861 1,983 0 55,844
Total governmental-lype 3 65941 3 1983 3 3821 8 64103
Business-type activities
Water Revenue Bonds $ 750,000 $ 0 § 750,000 $ 0
Sewer DEQ Loan 4,000,000 0 0 4,000,000
Sewer USDA Loan 2,591,553 0 0 2,591,553
Compensated absences 19,058 12,950 0 32,008
Total business-type activities 3 7360617 3 12930 3 750,000 86,623,561

The following schedule recaps the maturities of each obligation for the subsequent five years until
termination of the obligations:

Total 2011 2012
Governmental-type activifies
L.1.D. #7 Bonds 8,259 4,023 4.236
Total § 8259 $ 4023 §.4236
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NOTE 5

NOTE 6

CITY OF RIGBY

Notes to the Financial Statements
September 30, 2010

LONG-TERM OBLIGATIONS, Continued

Interest in the amount of $96,457 was paid out in the Water Fund on the Water Revenue Bonds.
Interest in the amount of $640 was paid out of the LID fund for the LID #7 Bonds.

CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2010, was as follows!

Governmental Activities
Non-depreciable Assets:
Work-in-progress
Land
Depreciable Assets;
Buildings/Sites
Equipment
Infrastructure

Total capital assels

Less: accumulated depreciation
Governmental activity capital assets, net

Business-type Activities
Non-depreciable Assets:
Work-in-progress
Land
Depreciable Assets:
Water Fund
Buildings & equipment

Less: accumulated depreciation
Water capital assets, net
Sanitation Fund
Buildings & equipment

Less: accumulated depreciation
Sanitation capital assets, net
Sewer
Buildings & equipment

Less: accumulated depreciation
Sewer capital assels, net

Business-type activities capital assets, nel

Depreciation expense was charged to functions as follows:

General government
Water fund
Sanitation fund
Sewer fund
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Sales/
Beginning Capital Other Ending
Balance Acquisitions Changes Balance

$ 0 8 0 8 0 s 0
293,659 115,000 0 408,659
$ 1,259017 § 10,662 % 0§ 1,269,679
1,252,657 - 13,837 26,035 1,239,839
1,362,463 0 0 1,362,463
4,167 196 138,499 26,053 4,280 640
1.608.056 145,739 18,897 1,734,898
§ 2358140 §_ (6240) § 7158 8 2545742
$10,417,573 S 200076 % 22,881 $ 10,414,768
21,154 1] 0 21,154
$ 2,852,846 $ 17,124 % 0 $ 2,869,970
839.089 78,603 0 917,694
14.455095 (41.405) 22,881 12, 388 198
469,211 0 0 469,211
228,359 36,356 0 264,713
240,852 (36,356} g 204,496
1,607,662 82,571 0 1,690,233
547,945 73.291 0 621.236
1,059,717 (9,280) 0 1,068,997
$ 13,753,054 54683477 8 ¢ 513661690

§ 145,739

78,605

36,355

__ 7329}

$1333.990



NOTE 7

NOTE 8

NOTE 9

NOTE 10

NOTE 11

CITY OF RIGBY

Notes to the Financial Statements
September 30, 2010

CONTINGENT LIABILITIES

As of the date of the financial statements, the City was involved in litigation with Peck-Ormsby,
the general contractor of the city’s wastewater treatment facility. Because the wastewater
treatment fiitration system does not meet Department of Environmental Quality standards, the City
has not paid the contract retainage of $368,000 owed to Peck-Ormsby. In response, the contractor
has filed a lawsuit against the City. The City has issued a countersuit for the cost and installation
of new filters, to be purchased from another party, as well as additional engineering costs incurred
to correct the filtration problems. Furthermore, the City incurred additional costs to complete final
punch-list items not addressed by the contractor. Legal counsel has indicated that once the new
filters have been installed and additional costs are satisfied, these amounts will be deducted from
the amount owed to Peck-Ormsby and the City will pay the balance due, if any.

RISK MANAGEMENT

The City is exposed to a considerable number of risks of loss including but not limited to a}
damage to and loss of property and contents; b) employee torts; ¢) professional liability, i.e. errors
and omissions; d) environmental damage; e) workers compensation, i.e. employee injuries and f)
medical insurance costs of its employees. Commercial insurance policies transferring the risk of
loss, but for a relatively small deductible amount, are purchased for property and content damage,
employees’ torts and professional liabilities. Settled claims resulting from these risks have not
exceeded the insurance deductible provided for in the last three years.

SUBSEQUENT EVENTS

The City filed a petition for judicial confirmation to allow them to receive additional loan funds of
$6,000,000 which would bring the debt limits approved by the patrons to $13,000,000, The
additional funds are to be used for repair and upgrade of wastewater infrastructure and collection
systems. The judicial confirmation was approved on December 6, 2010.

As a result, on December 22, 2010, the City issued $3,000,000 in sewer revenue bonds. The
bonds bear interest of 3.75% per annum and mature December 22, 2040. The first principal and
interest payment of $168,270 is due December 22, 201!, The remaining $10,000,000 of loan
funds will be provided the Department of Environmental Quality and will be interest free. These
loans cover existing debt incurred to construct the wastewater treatment plant as well as additional
funds for the repair and upgrade of the wastewater infrastructure and collection system. A
timeline for repayment has not been finalized.

RELATED PARTY TRANSACTIONS

The City has not been involved in any related party transactions that would violate the Idaho Code
or applicable federal regulations,

PENSION ACTIVITY—EMPLOYER REPORTING

Public Employee Retirement System of Idaho — The Public Employee Retirement System of Idaho
(PERSI), a cost sharing multiple-employer public retirement system, was created by the Idaho
State Legislature. It is a defined benefit plan requiring that both the member and the employer
contribute.  The plan provides benefits based on member's years of service, age, and
compensation, In addition, benefits are provided for disability,
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NOTE H

NOTE 12

NOTE 13

NOTE 14

CITY OF RIGBY

Notes to the Financial Statements
September 30, 2010

PENSION ACTIVITY—EMPLOYER REPORTING, Continued

death and survivors of eligible members or beneficiaries. The authority to establish and

amend benefit provisions is established in the Idaho Code. Designed as a mandatory system for
eligible state and school district employees, the legislation provides for other political subdivisions
to participate by contractual agreement with PERSL Financial reports for the plan are available
from PERSI upon request.

After five years of credited service, members become filly vested in retirement benefits earned to
date. Members are eligible for retirement benefits upon attainment of ages specified for their
employment classification. For each month of credited service, the annual service retirement
allowance is 2.0% (2.3% police/firefighter) of the average monthly salary for the highest
consecutive 42 months.

PERSI issues publicly available stand alone financial reports that inchude audited financial
statemends and required supplementary information. These reports may be obtained from PERSI’s
website www.persi.idaho.gov.

The contribution requirements of the City of Rigby and its employees are established and may be
amended by the PERSI Board of Trustees. For the year ended September 30, 2010, the required
coniribution rate as a percentage of covered payroll for members was 6.23% for general members
and 7.65% for police/firefighters.

The employer rate as a percentage of covered payroll was 10.39% to 10.74% for general members
and 10.74% for police/firefighters. The City of Rigby’s contributions required and paid were
111,337, $105,882 and $91,256 for the three years ended September 30, 2010, 2009, and 2008,
respectively.

EXCESS OF EXPENDITURES OVER APPROPRIATIONS

At September 30, 2010 the following fund has excess expenditures over appropriation;

Budgeted Actual Excess
Fund Expenditures Expenditures Expenditures
Building Fund $ 17,580 $ 18919 $ 1,339
Capital Improvement Fund 21,438 42,084 20,646
Lid #7 4,167 4,461 294

DEFICIT FUND BALANCE

At September 30, 2010 the following fund had a deficit fund balance:
Library Fund 3,945

PRIOR PERIOD ADJUSTMENT

A prior period adjustment of $2,6 11 was made to move accumulated depreciation which was
reported in an incorrect fund in a prior period.
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CITY OF RIGBY
Budget to Actual Comparison Schedule
General Fund
For Year Ended September 30, 2010

Variance with

Budgeted Amounts Actual Final Budget
REVENUES Original Final Amounts Positive (Negative)
Local Sources:
Local Revenue:
PrOPEIty taXeS. eucuriririeeeeeeeeeer v sens e § 796870 $ 796870 % 778,866 % (18,004)
Earnings on investments............... - - 2,898 2,898
Fees and fINes.... o se v 44,800 44,800 41,439 (3,361)
Charges for SErviCeS. ..o, 45,500 45,500 40,696 (4,804)
Miscellaneous and other revenue............... 81,550 81,550 88,793 7,243
SHALe TEVEIULS.....vevecreeee s ves e seeeee e 227,823 227,823 234,733 6,910
€123 T 12,000 12,060 21,621 9,621
Total revenue.......ovvveeceeveeeees e, 1,208,543 1,208,543 1,209,045 502
EXPENDITURES
General gOVEMMEN ..o eeeans 505,278 505,278 435,173 70,105
Public 5afety......covviiiiiseeeesseseessesnensn 643,813 643,813 636,743 7,670
Capial OUKY. o eeescess e reres e, 40,000 40,000 40,606 (606)
Total expenditires.....o.ooocvevereveveniinns 1,189,091 1,189,001 1,112,523 76,568
Excess (deficiency) of revenue
OVEE eXPENAITUIES. .cvvvivvevseee e v ernsisis 19,452 19,452 96,522 77,070
OTHER FINANCING SOURCES (USES) .
TLANSTRIS. .ottt (5,814) (5,814) 27,632 33,446
Net change in fund balances..........oeeer...... 13,638 13,638 124,154 10,516
Fund Balance - Beginning........couevvvveveen., 70,147 70,147 70,147 -
Fund Balance - Ending......o.veevereveeceecrirn, $ 83,785 8 83,785 $ 194,301 $ 110,516

The notes to the financial statements are an integral part of this statement.
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CITY OF RIGBY
Budget to Actual Comparison Schedule
Road Fund
For Year Ended September 30, 2010

Variance with

Budgeted Amounts Actual Final Budget
REVENUES Original Final Amounts Positive (Negative)
Local Sources:
Local Revenue;
PrOPerty taXes...cccovevevreeivmrervsieserse e ieeee i $ 37376 $§ 37376 $ 43,644 § 6,268
Earnings on investments..............ccceevereeennn, - - 1 ]
Charges for SEIVICeS.....vvvvverereriresieeereressnans 67,000 67,000 70,693 3,693
Miscellaneous and other revenue......oovvvnnn. 9,300 9,300 30,372 21,072
StALE TEVENUES. . v sessesesrsssranas 120,638 120,638 121,051 413
Total revenue. ... 234314 234,314 265,761 31,447
EXPENDITURES
Street and public improvement............oovunoen. 291,210 291,210 272,462 18,748
Capital outlay......cocrniiiieiecc e - - 1,654 {1,654)
Total expenditures.......ccoeecervvvveir s 291,210 291,210 274,116 17,094
Excess (deficiency) of revenue
over eXpendifures. ... (56,8906) (56,396) (8,355) 48,541
OTHER FINANCING SOURCES (USES)
FANSTEIS..c.cucc v 56,896 56,896 12,250 {44,646}
Net change in fund balances.....cooovvevnverenees - - 3,895 3,895
FUND BALANCES
Beginning of the year.....c....ccoevevevevnvcccinnn, - - - -
End of the year ..o $ - 3 - 5 389 § 3,895

The notes to the financial statements are an integral part of this statement.

Page 32 of 42



CITY OF RIGBY

Budget to Actual Comparison Schedule
Sewer Construction Fund
For Year Ended September 30, 2010

Variance with

Budgeted Amounts Actual Final Budget
REVENUES Original Final Amounts Positive (Negative)
Local Revenue:
Earnings on investments..........cocecvcvviiennns - - 3 3
Charges fOor ServiCeS. i, 12,500 12,500 20,875 8,375
Miscellaneous and other revenue.,..... 500,000 500,000 403,036 (96,964}
Total FeVeRUL...oovveeccicvve e 512,500 512,500 423,914 8,378
EXPENDITURES
Streetn and public improvement............ - - - -
Capital outlay......cooveivinimiini e 500,000 500,000 403,036 96,964
Total expenditures.......c.ccocvveereeeeeieevennns + 500,000 500,000 403,036 96,964
OTHER FINANCING SOURCES (USES)
TransferS. e e e - - 32,529 32,529
Net change in fund balance.......coeveveriren, 12,500 12,500 53,408 137,872
FUND BALANCES
Beginning of the year........o.vccvevivevrinrenecens {50,748) (50,748) (50,748) -
End of the Year.........covvvvimveesvirvrenrvirionnns $ (38,248) §  (38,248) § 2,659 § 137,872

The notes to the financial statements are an integral part of this statement.
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NOTE |

CITY OF RIGBY

Notes to the Required Supplementary Information
September 30, 2010

BUDGETS AND BUDGETARY ACCOUNTING

The Idaho Constitution and the Idaho State Tax Commission prescribe the budget process and
procedures for governmental subdivisions. The City has satisfied the basic requirements
prescribed in the following particulars:

D Formulation of subsequent year budget requirements by City officials
and personnel.

2) Perusal of formulated budgets by City officials.

3) Presentation of preliminary and final budget requirements in formal

news media of the City.
4) Open hearings to permit taxpayer input before such budgets are

formally adopted.

Subsequent control of budgets following adoption is accomplished through a budget-expenditures
control system with interim status accounting and reporting made available to officials and
employees for management purposes. Budgets are adopted on a basis consistent with generally
accepted accounting principles (GAAP).  All annual appropriations lapse at the end of the fiscal

year.
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Combining Balance Sheet - Non Major Funds

CITY OF RIGBY

September 30, 2010

Special Revenue

Capital Projects

Building Sewer
Library Park Department Capital Water Collection
Fund Fund Fund Improvement Construction LID#7  Project Totals
ASSETS

Casthnevivriieerreine, $ - $ 21,384 $ 12516 $ 62,313 $ 246544 $ 4554 § - 8 347,311
Taxes receivable..... 5,199 4,288 - 1,400 - - - 10,887
Other receivables 1,464 1,177 - 32 - - - 3,032
Interfund receivable.............cooviviieen.s 19,200 - - - - - - 19,200
Prepaid expenses.......oovveveevrne e, 871 237 - - - - 4,500 5,608

Total assets......ovoecrerieionreceesrseseenes $ 26734 8 27085 § 12516 § 64,105 $ 246,544 § 4,554 § 4,500 % 386,038
LIABILITIES AND FUND BALANCE
LIABILITIES:
Cash Overdraft..........ccoeeei i, $ 20,105 % - $ - $ - $ - 5 - 8 - $ 20,105
ACCOUNS PAYEDIE........ccever e 4,477 1,440 - 598 - - 4,500 § 11,015
Salaries payable......coveicniecennnenn. - 644 - - - - - $ 644
Interfund payable.....ocoviieeiiccnriinnnrns - - 8,000 . - - “ $ 8,000
Deferred Expenditures.........ooeevinennenn. 1,991 - 3,089 10,600 - - - $ 15080
Deferred revenue..... 4,106 3,476 - 1,151 - - - $ 8733

Total liabilities 30,679 5,559 11,089 11,749 - - 4,500 63,577
FUND BALANCE:
Reserved for:

Capital projects....ccvciieeeennnnnn. - - - 52,356 246,544 - - 298,900

Community development (3,943} 21,526 1,427 - - 4,554 - 23,562

Total fund balance.......cccvccnniinnnn (3,945) 21,526 1427 52,356 246,544 4,554 - 322,462

Total Habilities and fund balance........ $ 26734 § 27085 § 12516 § 64,105 $ 246,544 $ 4,554 § 4,500 $ 386,038

The notes to the financial statements are an integral part of this statement,
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CITY OF RIGBY
Combining Statement of Revenue, Expenditures and Changes
in Fund Balances - Nen Major Funds
September 30, 2010

Special Revenue Capital Projects
Building
Library Park Department  Capital Water LID
REVENUES Fund Fund Fund Improvements Construction #7 Total
Local Revenue:
Propenty taxes...ccvrmmmmonecmnne, 3 62,093 8§ 54879 3 - $§ 18247 §$ - - $ - $ 135219
Earnings on investments.......ocovvurvrenen,s - - - 542 2,066 10 8 2,618
Charges for services. .o 18,852 - 28,346 13,547 21,241 4,067 $ 86,053
Miscellaneous and other revenue........... 3,975 1,143 - 16,151 - - $ 21,269
SHATE TEVEIMUES. ..vveevir et sesseeseesseaeans 6,298 5,570 - 1,868 - - $ 13,736
GTaANS. e e vanaanens 8,815 - - - - - $ 8,815
Total revenue.....ieccveercessiesens 100,033 61,592 28,346 50,355 23,307 4.077 267,709
EXPENDITURES
Street and public improvement................ - - 18,919 - - 4,461 23,380
Parks and recreation........eveeveernevnrvrnes - 53,673 - - - - 53,673
1131 TR 135,135 - - - - - 135,135
Capital outlay.......ouverr s - - - 42,084 - - 42,084
Total expenditures.......ovnvineiiniinne 135,135 53,673 18,919 42 084 - 4,461 254,272
Excess (deficiency) of revenue
over expendifiures....o e, (35,102) 7,919 9,427 8,271 23,307 (384) 13,437
OTHER FINANCING SOURCES (US
TERNSTEES i 31,136 - (8,000) - - - 23,136
Net change in fund balances..............ou. (3,966) 7,819 1,427 8,271 23,307 (384) 36,573
FUND BALANCES
Beginning of the year.....cccveccrvinivvnrinns 21 13,607 - 44,085 223,237 49038 . 285,888
End of the year......ccocvmrvecminnvcnee. & (3,945) § 21,526 8 1,427 $ 52356 $ 246544 § 4,554 0§ 322,462

The notes to the financial statements are an integral part of this statement.
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JENSEN POULSEN & COMPANY, PLLC

CERTIFIED PUBLIC ACCOUNTANTS
P.C. BOX 50700
185 5. CAPITAL
IDAHO FALLS, IDAHO 8340%

TELEPHONE: {208) 522-2295
{208} 5221330

FAX: (208) 522-2297

(208) 523-5699

ERNEST M JENSEN, M.B.A, C.P.A,
ROBERT B. POULSEN, C.P.A.
SHERIL. POULSEN, C.P.A.

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Mayor and City Council
City of Rigby
Rigby, ID 83442

We have audited the financial statements of the governmental activities, the business type activities, each major
fund, and the aggregate remaining fund information of the City of Rigby, Idaho, as of and for the year ended
September 30, 2010, which collectively comprise the City of Righy’s basic financial statements and have issued our
report thereon dated March 28, 2011. 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 Goversment

Auditing Standards, issued by the Comptroller General of the United States.

Internal Control over Financial Reporting
In planning and performing our audit, we considered the City’s internal control over financial reporting as a basis for

designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the City’s internal control over financial reporting,
Accordingly, we do not express an opinion on the effectiveness of the City of Rigby’s internal control over financial

reporting,

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements will

not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over financial reporting
that might be deficiencies, significant deficiencies, or material weaknesses. We identified certain deficiencies in
internal control over financial reporting, described in the accompanying schedule of findings and questioned costs
that we consider to be significant deficiencies in internal control over financial reporting (#2010-01, 2010-02, and
2010-03). A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with governance.
However, of the significant deficiencies described above, we consider items #2010-02 and 2010-03 to be material

weaknesses.

Compliance and Other Maiters
As part of obtaining reasonable assurance about whether the City's financial statements are free of material

imisstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.
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Mayer and City Council
City of Rigby, Idaho
Page 2

We noted certain matters that we reported to management of the City of Rigby, in a separate letter dated April 6,
2011.

The City of Rigby’s response to the findings identified in our audit is described in the accompanying schedule of
audit findings and responses. We did not audit the City’s response and, accordingly, we eXPress no opinion on it,

This report is intended solely for the information and use of the Mayor and City Council, management and federal
awarding agencies and pass-through entities and is not intended to be and should not be used by anyone other than

these specified parties.

/’&’)@UQSM’L £ Corrp ) PLLO

JENSEN POULSEN & COMPANY, PLLC
Certified Public Accountants

Idaho Falls, Idaho
March 28, 2011
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CITY OF RIGBY

Schedule of Audit Findings and Responses
September 30, 2010

FINDINGS—FINANCIAL STATEMENT AUDIT

A. SIGNIFICANT DEFICIENCIES

2010-01 — Lack of adherence to financial protocol.

Condition;
The City is experiencing a lack of adherence to the existing financial protocol over the purchasing of goods and

services,

Criteria:
Inherent in an adequate internal control structure is adherence to existing financial protocol in order to monitor and
confrol the City’s expenditures.

Effect:
The lack of adherence to the existing financial protocol may increase the risk that inappropriate purchases would not

be detected and prevented in a timely manner and in the normal course of operations.

Cause:
The above noted situation is the result of a lack of enforcement of the City’s financial protocol by City management.

Recommendation:
It is requested that the City take note that this situation exists and devise a plan that will provide strict adherence to

the existing financial protocol set forth by the City.

Response:
The City recognizes the lack of adherence and has begun to make the changes necessary o ensure the existing

financial protocol is followed by al City persomnel.
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CITY OF RIGBY

Schedule of Audit Findings and Responses
September 30, 2010

FINDINGS—FINANCIAL STATEMENT AUDIT

A. SIGNIFICANT DEFICIENCIES, continued

2010-02 —- Failure to reconcile significant subsidiary accounts to the detailed general ledger.

Condition;

During the fiscal year, the information reported in the subsidiary accounts payable and accounts receivable ledgers
were not reconciled to the detail general ledger.

Criteria:

Inherent in an adequate internal control structure is the development and subsequent compliance with procedures
regarding the reconciliation of subsidiary account balances to the detailed general ledger in order to monitor and

control the City’s financial records.

Effect:

The lack of development and subsequent compliance with procedures regarding the reconciliation of subsidiary
account balances to the detailed general ledger may increase the risk that the City’s financial records are misstated
and the errors would not be detected and prevented in a timely manner and in the normal course of operations.

Cause:

Steps taken to correct the discrepancies between the subsidiary ledgers and the general ledger indicate a lack of
training and understanding of the accounting software system currently utilized by the City,

Recommendation:

It is requested that the City take note that this situation exists and devise a plan that will provide for the creation of
proper reconciliation procedures and further enforcement of those procedures. The general ledger control accounts
should be reconciled to the subsidiary journals on a monthly basis, We also recommend the City Clerk receive
training from the accounting software company sufficient to correct the situation should it occur in the future,

Response:

The City recognizes the lack of proper reconciliation procedures over the general ledger function and will make the
necessary changes.
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CITY OF RIGBY

Schedule of Audit Findings and Responses
September 30, 2010

FINDINGS---FINANCIAL STATEMENT AUDIT

A, SIGNIFICANT DEFICIENCIES, continued

2010-03 — Lack of segregation of duties in cash reconciliation, accounts payable processing, and payroll
processing.

Condition:

The City Clerk is responsible for the cash reconciliation, accounts payable processing and payroll processing
functions.

Criteria:

Inherent in an adequate internal control structure is the existence of segregation of duties with regards to the City’s
accounting functions so that no one person has access to both physical assets and the related accounting records or to

all phases of a transaction.

Effect:

The lack of segregation of duties results in the danger that intentional fraud or unintentional errors could occur and
not be detected in the normal course of operations.

Cause:

The above noted situation is the result of having only one employee responsible for the cash, accounts payable, and
payroll accounting functions.

Recommendation:

It is requested that the City take note that this situation exists and devise a plan that will provide for the proper
segregation of duties among personnel along with the consideration of adding additional personnel if necessary.

Response:

The City recognizes the lack of segregation of duties and will make the changes necessary to ensure proper
segregation of duties within the accounting functions,
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CITY OF RIGBY

Schedule of Prior Findings and Questioned Costs
September 30, 2010

Findings on Prior Findings:
FINDINGS—FINANCIAL STATEMENT AUDIT

A. SIGNIFICANT DEFICIENCIES

2009-01 — Lack of adherence to financial protocol.
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