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INDEPENDENT AUDITOR’S REPORT
Mayor and City Council
City of Rigby
Righy, Idaho 83442

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component unit, each major fund, and the aggregate remaining fund information of City
of Rigby, Idaho, as of and for the year ended September 30, 2013, and the related notes to the financial statements,
which collectively comprise the City’s basic financial statements as listed in the table of contents,

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatemert, whether due to fraud or error.

Auditor’s Responsibitity

Our responsibility is to express opinions on these financial statements hased on our audit, We conducted owr audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessmenti of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers interna! control relevant to the entity’s preparation and fair presentation of the financial statements in
order o design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial staterments.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions,

Opinions

In our opinien, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the aggregate discretely presented
component unit, each major fund, and the aggregate remaining fund information of the City of Rigby, ldaho, as of
September 30, 2013, and the respective changes in financial position and, where applicable, cash flows thereof for the
year then ended in accordance with accounting principles aenerally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis and budgetary comparison information on pages 31 through 32 be presented to supplement the basic
i
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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 hasic 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 statements. 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 opinien or provide any assurance.

Qther Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
City of Rigby, Idaho’s financial statements. The introductory section, combining and individual nonmajor fund
financial statements are presented for purposes of additional anatysis and are not a required part of the financial
staternents.

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. Such information has been subjected to the auditing procedures applied in the audit of the basic 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 combining and individual nonmajor find financia! statements are fairly stated,
in all material respects, in relation to the basic financial statements as a whole.

The introductory section has not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on it.

Jensen Poulsen & Company, PLLC

JENSEN POULSEN & COMPANY, PLLC
Certified Public Accountants

[daho Falls, ID

March 6, 2014



City of Rigby
Management's Discussion and Analysis of Financial Statements
Fiscal Year Ending September 30, 2013

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, 2013.

FINANCIAL HIGHLIGHTS
The net assets of the City exceeded its liabilities at September 30, 2013 by $18,107,000.

¢ Of this amount, $2.398 million represents unrestricted net position and $1.731 million of
restricted assets which is available to meet the City’s ongoing obligations to citizens and
creditors.

e The City’s net position increased from $15.207 million to $18.107 million, an increase of $2.800
million as a result of this year's operations.

e At fiscal year end, the City’s governmental funds reported combined ending fund balances of
$5.436 million, an increase of $2.111 million. The business-type activities reported an ending
fund balance of $12.671 million, an increase of $789,000 from the prior year.

e The General Fund Balance was $716,331 at September 30, 2013 an increase of $214,190 over
the prior year ending balance. This represents 58.35% of the total General Fund expenditures
and fund transfers for the current year. This also represents 57.2% of the 2014 General Fund
budgeted expenditures.

¢ The net working capital for all funds increased from $6.548 million to $7.427 million, an increase
of $878,685 over the prior year net working capital.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the City of Righy’s basic financial
statements. The City of Righy’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 business-
like manner. These statements include all assets and liabilities using full accrual accounting, which is
similar to accounting used by most large businesses. Full accrual accounting reports all of the current
year’s revenues and expenses when they are obligated, regardless of whether or not cash has yet heen
received or paid out.

These statements distinguish functions that are principally supported by property taxes and
intergovernmental revenues (governmental activities) from functions that are supported by user fees
(business-like actives). Governmental activities include: general administration, public safety, streets
and roads, park & recreation, cultural (library), airport operation, capital projects and other special
revenue funds. The business-like activities include: water, sanitation and sewer revenue/wastewater
treatment.



The government-wide financial statements also include separately the financial information of the Righy
Urban Renewal Agency as a component unit.

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 net 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, regardless 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 (e.g., uncollected taxes and earned but unused vacation/sick leave}.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The City of Righby, 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 two categories: governmental
funds and proprietary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources as well as on balances of spendable resources available at
the end of the fiscal year. Such information may be usefut in evaluating a government’s near-term
financing requirements.

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

The City maintains fourteen individual governmental fund and three proprietary funds (water, sewer
and sanitation) and one internal service fund. The city does not have any fiduciary funds.

The basic governmental-wide and fund financial statements can be found on pages 7-15 and non-major
funds on pages 33-34.

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
can be found on pages 16-29 of the audit report.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net Position: For the years ended September 30, 2013 and September 30, 2012, Net Position changed
as follows:

Governmental Activities Business-type Activities All Activities
Net Position Sept 30, 2012 3,325,360 11,882,154 15,207,514
Increase in Net Position 2,111,297 788,938 2,900,235
Net Position Sept 30, 2013 5,436,657 12,671,092 18,107,745
Percent Change 63.5% 6.6% 19.1%

Following is the comparative statement of Net Position (2012 vs. 2013).

Government Activities Business-type Activities Total - All Activities Favorable/
(Unfavorabile}
2012 2012 2012 2013 2012 2013 Change
Current and other assets 1285812 1,553,335 7014383 7,237,145 8.280,205 5,790,480 510275
Capital Assets 2279318 4,086,837 17475314 17,628,130 19454632  21.714.967 2,260,335
Total Assals 3,545,130 5,640,172 24189,707 24,865,276 27,734,837 30,505,447 2770610
170,
Current Liabilities 136,664 136,644 1,594,587 1,056,184 1731251 4,192,828 538423
Long-term liabilities
g 35,1860 18,286 10,699,250 12,180,616 10,734,430 11,142,718 (405.288)
Other Liabiifes 47,826 48,585 13.716 13,568 61,642 62.153 (511)
Total Liabilities 219770 203,515 12,307,553 12,194,184 12,527,323 12,397,698 129,624
Net Assets:
Invested in capital assets, net
of debt 2228530 4,051,657 9384075 9,926,630 11,618,081 13,978,287 2,360,226
Restricted 503735 660,139 424085 1,070,884 1,017,800 1,731,033 713,233
Unrestricted 603,085 724,861 2.068,558 1,673,568 2571653 2398429 (173.224)
Total net assets 3325360 5,436,657 11,882,154 12,671,002 15,207,544 18,107,749 2,900,235

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 $18.1 million at September 30, 2013
compared to $15.2 million at September 30, 2012, an overall net increase of $2.9 million in net assets.
The increase represents the net change in the city’s addition in the sewer project less depreciation
charges and included prior years contribution of assets.

Outstanding Debt:
The debt owed on the government activities and business-type assets increased from $10.89 million to
$11.3 million as shown below.

Beginning Additions Retirement Ending
Government Vehicle Leasing 50,788 15,608 35,180
DEQ Wastewater Loan 6,586,109 516,497 7,102,608
USDA-RD Wastewater Loan 4,154,230 - 84,282 4,105,948
10,831,127 516,497 99,890 11,247,734
Compensated Absences 61,642 511 - 62,153
10,892,769 517,008 99,890 11,309,887



Working capital (current assets less current liabilities) has increased from $2.8 million at September 30,
2009 to $7.4 million at September 30, 2013, a net increase of $4.6 million.

Working Capital - All Funds 2009 2010 2011 2012 2013
Current/Other Assets 4,372,875 4,228,324 6,385,759 8,280,205 8,765,919
Current Liabifities 1,538,052 677,961 883,158 1,731,251 1,102,828

2,834,823 3,550,363 5,502,601 6,548,554 7,573,091
Year over Year % Increase 25% 55% 19% 16%

The city’s financial goal policy is to maintain committed fund balance equal to 25% or greater of the
succeeding year’s operating budget this allows for unforeseen emergencies, and to mitigate current and
future risks. The following schedule shows the funds achieving the financial goal and those that are
under achieving.

Ending 5% 2014
Reserves 2014 Budget Budget Excess Reserves

Genersl Fund 716,331 1,252,125 213,031 403,300
Library Fund 2,473 149,225 37,306 {34,833}
Parks/Recreation 78,407 99,125 24,781 £3,626
Roads 78,347 332,750 83,188 (4,841)
Capital improvement 100,962 477,800 119,450 (18,488])
Water Revenue 1,062,600 542,000 135,500 927,100
Sanitation 499,406 235,500 58,875 440,531
Sewer Ravenue 2,708,884 1,378,875 344,715 2,364,165
Sewer Debt Service 1,070,894 635000 158,750 912,144

GENERAL FUND BUDGETARY HIGHLIGHT

The general fund is the primary operating funds of the city. Atyear end its unreserved, undesignated
fund balance was $716,331 vs. $482,830 for the prior year. As a measure of liquidity the fund balance of
$716,331 represents a reserve of 208 days of its 2014 budgeted expenditures.

The mayor and council adopt annual operating budgets for all funds - governmental 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.

Annual budgets are published prior to adoption and public hearings are heid. 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. On September 17, 2013 the
city amended its original budget to account for increase revenues and expenditures incurred but not
included in the original budget for the general fund, library, park and road funds. Totalincrease in
unanticipated revenues and expenditures for all funds totaled $64,500. The mayor and council are
required not to allow expenditures exceed their authorized spending amount. All funds remained within
their authorized budgets for the year ending September 30, 2013.

4



PROPERTY TAX ASSESSMENT -
The city assessed $1.1 million from property taxes. The following pie chart shows the allocation of the
tax to the various funds.

21,052
108,391

68,519
m General Fund -72%

w Library - 10%
1 Park/Recreation - 6%
m Roads - 10%

= Capital Improvement - 2%

GENERAL FUND BUDGETED EXPENDITURES
The following pie chart summarizes the budgeted expenditures of $1.1 million to the various
departments within the general fund.

40,000
64,775

45,700

m Mayor - 3.7%

m City Hall - 3.1%

i Administration - 14.3%

m Professional Fees/Service - 18.3%
m Police-52.1%

= Planning/Zoning - 5.2%

1 Other -3.2%




CITY-WIDE REVENUES
Total city-wide revenues totaled $4.546 million. The following chart shows the source of revenues.

122,377 131,284

21,310

®m Water Revenue - 541,836
280,119

234,317 m Sanitation Fees - 234,317

m Sewer Revenue - 1,436,210

m Property Taxes - 1,116,081

m State Shared Revenues - 304,019

= Grants - Other - 358,720

1 Other Fees - 280,119

i Internal Fund Charges - 122,377
Interest Earnings (Net) - 21,310

= Miscellaneous - 131,284

CITY-WIDE EXPENDITURES
Total city-wide expenditures totaled $4.756 million. The following chart shows the allocation
expenditures by fund.

131,176 _ 16,954 81,715
) , : 398,885
145,448 K

—_—

189,143 m Water Revenue - 398,885

®m Sanitation Fees - 189,143

m Sewer Revenue - 733,382

m Sewer Debt Service - 283,767
® General Fund - 1,102,116

= Roads - 289,801

283,767

11 Sewer Const - 1,384,538

o Library - 145,448

289,801 Park & Rodeo - 131,176

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, Righy, ID 83442.

David Swager, CPA
City Clerk/Treasurer
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ASSETS

Cash and cash equivalents..........cccovieinnnns
Investments. ..o
Receivables (Met).....oooviiciniieccie,
Prepaid eXpenses......cooniiininninisenenns
Capital assets, net of depreciation...................
Capital assets, non-depreciable...................

Total a58et5....vvvvieeveeeiee e

LIABILITIES
Current liabilities

Accounts payable......nens
Other payable.......cocoiriiein
Salaries & benefits payable......................
Water deposits....oovvvvs e,
Current portion of leng term debt..................

Total current liabilities
Long-term liabilities

Debt portion due in more than cne year........

Interim DEQ financing

Compensated absences........ooevvvininniiinicnnns
Total liabilities....ooocvrreiccriciiiis

NET POSITION
[nvested in capital assets, net of related debt
Restricted for:

Capital profects. ..o
Debt SErvICe. ..ooveneei e,

Community development

and improvement projects..................

Unrestrictad

Total Net 2888, . .vvvieeir i iierrreeresirnrreresiniss

CITY OF RIGBY
Statement of Net Position

September 39, 2013
Governmental  Business-Type Component
Activities Activities Total Unit
o $ 833,765 § 2,516,283 § 3350,048 § 1,049,578
399,130 4,475,918 4,875,048 -
297,411 242,244 539,655 985
23,029 2,700 25,729 -
3,678,178 16,639,736 20,317,914 -
408,659 588,394 1,397,053 -
b 5,640,172 § 24865275 § 30,505,447 § 1,050,563
3 78,562 % 116,364 § 194,926 3§ 244
11,288 819,558 830,846 4,886
29,901 8,412 38,313 -
- 23,729 23,729 -
16,894 88,121 105,015 -
136,644 1,056,184 1,192,828 5,130
18,286 7,613,579 7,631,665 -
- 3,511,053 3,511,033 -
48,585 13,568 62,153 -
203,515 12,194,184 12,397,699 5,130
4,051,657 9,926,630 13,978,287 -
563,436 - 563,436 -
- 1,070,894 1,070,894 -
96,703 - 96,703 -
724,861 1,673,568 2,398,429 1,045,433
I 5,436,657 § 12,671,092 8 18,107,749 § 1,045433

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

Balance Sheet
Governmental Funds
September 30, 2013
Non Total
General Road Major Governmental

ASSETS Fund Fund Funds Funds
CAS oo ettt 495,179 48169 § 278,509 % 821,857
TOVESHIEIES .ovev i1 eeierereveceeeeeresin e besesne e ranencens 123,190 - 275,939 399,129
Taxes recelvable. ..o 55,153 6,911 13,859 75,923
Other receivables. ..o ccirsienaes 103,016 43,720 74,754 221,490
Interfund receivable.....ciicinrinns - - - -
Prepaid eXpenses. ..o 21,373 1,656 - 23,029

TOta] BSSELS.cuiarviesereenreemierrernremesrenmesseesees 797,511 100,456 § 643,061 § 1,541,428
LIABILITIES AND FUND BALANCE
LIABILITIES:
CURRENT LIABILITIES
Accounts payable... 12,816 14,605 % 48217 $ 75,638
Other payable..s e - - 11,227 11,227
Payroll Habilities. ..o v - - - -
Salaries payable/Benefits... ..o, 20,572 1,481 7,848 29,901
Deferred reVenlle.....coooovevvviiiemeicinieeininnnsnee e 48,192 6,023 12,075 66,290
Deferred expenditires......cooeeeivirin s - - - -
Interfind payable. ... - - - -

Total current labilities. oo, 81,580 22,109 79,367 183,056
FUND BALANCE

RESHICE. ..vivivvsresee e e - 78,347 433,355 511,702

COMIMIEE . cveiriiererreec s - - 44,459 44459

ASSIENE.. .ot - - 85,880 85,880

Unassigned.....oovi e 716,331 - - 716,331

Total fund balance......comenn 716,331 78,347 563,694 1,358,372

Total liabilities and fund balance................ 797,911 100,456 $ 643,061 § 1541428

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

Page 9 of 45



CITY OF RIGBY
Reconciliation of the Governmental Funds
Balance Sheet to the Statement of Net Position
September 30, 2013

Total fund balances - governmental funds § 1,358372

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 Position 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 lives (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 $ 6,147,079
Depreciation expense to date (2,060,240) 4,086,839

Property taxes received that are not available to pay for current period
expenditures are deferred in the funds. 66,290

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

Compensated absences payable (48,585}
Capital lease payable (33,180)
Bonds payable - L.1.D. - {83,763)

Internal service funds are used by management to charge the costs of
certain activities to individual funds. The assets and liabilities of certain
internal service funds are included in governmental activites in the

statement of net position 8,021
Total net assets for governmental activities $ 5,436,657

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 30, 2013
Non Total
General Road Major Governmental
REVENUES Fund Fund Funds Funds
Local Revenue:
PrOPErtY tAXES. v vevrereienvevis s s § 825,040 108,485 213,501 % 1,147,026
Earnings on nvestments. ......c.ooocoeeeveeciiinrins (1,320} - 1,657 337
Fees and fines. .o 25,416 - - 25,416
Charges fOr SerVICeS....ovimrmrrireniniriie e, 35,804 65,376 42,097 143,277
Miscelianeous and other revenue........cocceveeeree 82,721 33,101 114,070 229892
SAtE TEVEIIES. v iivicreereceanrsienneeseesesrerresrnesssoneeses 271,905 149,065 22,071 443,041
GITATIES e vvees e sbemes eeene e ae s eme e seeeceenseeme st eseabe s 20,849 - 17,371 38,220
Total TeVEIIUS. ..o s 1,260,415 356,027 410,767 2,027,209
EXPENDITURES
General government.. .....ocu e rerneeees, 461,107 - 12,429 473,536
Public 8afety. ..o e 617,820 - 5,853 623,773
Street and public improvement...........ccoviniinnne - 289,801 1,200 261,001
Parks and recreation. ..o ieeearerscenreenines - - 129,423 129,423
CUltural. .ot vr e 14,000 - 155,448 169,448
Capital oUtlay . ... 0,189 - 126,992 136,181
Contingent Hability......ooeereverinisencieeeis - - - -
Total expenditlies. .oovvroncrinerreesee e, 1,102,116 289,801 431,445 1,823,362
Excess (deficiency) of revenue
over eXpendiflires......oovinininnniiereen: 158,299 66,226 (20,678) 203,847
OTHER FINANCING SOURCES (USES)
Other Financing SOUrCe......ooovvvevnneviimniceinnens - - - -
TTANSTEIS. ier e e s 55,891 - 8,609 64,500
Net change in find balances.......ooiiiniicies 214,150 66,226 {12,069) 268,347
Fund Ralance « Beginning.........ccoocoviiiinininnnn, 482,830 12,121 559,239 1,054,190
Prior Period Adjustment........cccocoioeiiniiiniinns 19,311 - 16,524 35,835
Fund Baiance - Ending........ccccceormvcevemeeccnininns $ 718331 § 73347 5 563,694 % 1,358,372

The notes to the financial statements are an integral part of this staternent.
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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, 2013

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 $ 145,316

Depreciation expense (194,821)

[n the statement of activities, only the gain on the sale of assests
are reported, whereas in the governmental funds, the proceeds

from the from the sale increase financial rescources. Thus, the 3 1,500

change in net position differs from the change in fund balance
by the cost of the asset sold.

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 - 2013 66,290

Deferred revenue - 2012 (89,367)

Debt payments are treated as an expenditure in the governmental
funds, but the payments reduce long term debt in the Statement of

Activities.

Capital lease payable 15,608

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 - 2013 (48,583)

Compensated absences - 2012 47,926

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 Position of Governmental Activities
The notes to the financial statements are ar integral part of this statement.
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Proprietary Funds
September 30, 2013
Sewer
Water Sewer Collection Internal
Fund Sanitation Fund Project Total Service Funds
OPERATING REVENUE
Consumer charges.......cooocvconiennn, $ 540413 § 234317 1,436,210 § - 2,210,940 3 -
Other reVenU. .o 1,423 - - - 1,423 -
Other ServiCes. .. .. ocveierimieniiiien - - - - - 122,379
Total operating revenue............... 541,836 234,317 1,436,210 - 2,212,363 122,379
OPERATING EXPENSES
SAlATIES ..o ier et 52,604 62,910 111,067 - 226,581 11,359
Payroll taxes.....cc.covvevvicvic e, 5,623 8,954 10,232 - 24,809 1,410
Insurance - employee.............cooee. 18,360 16,177 37,781 - 72,318 1,724
Retirement - employee..........c.ccoe 6,708 7,305 10,188 - 24,201 1,209
Legal fees..........o - - 39,209 - 39,209 -
Municipal shop building ................. 9,294 5,450 5,826 - 20,610 8,774
THIES .ot 364 - 66,769 - 67,133 .
Office supplies and postage.............. 4,106 3,493 4,313 - 11,912 -
Maintenance and repairs.................... 206,232 38,791 39,944 - 284,967 24,834
Training and travel........covvviins 1,164 235 633 - 2,032 -
SUPPlEs. .o e {225} 385 17,620 - 17,78C 7,353
FUEL ittt e 3,564 - 5,013 - 8,577 43,057
Depreciation. ..o ier e 63,170 27,166 425,532 - 515,888 39.010
Miscellaneous expense........cooooeeeeee, 19,165 18,237 43520 - 80,922 3
Irrigation assessments.....oooovvvveeenee. 8,756 - - - 8,756 -
Total operating expense................ 398,885 189,143 217,667 - 1,405,695 138,755
Operating income (1058).........ccocen 142,951 45,174 618,543 - 806,668 (16,376)
NONOPERATING REVENUE (EXPENSE)
Wastewater project grant income....... - - - 165,094 165,094 -
Wastewater project expenditures....... - - - - - -
Interest INCOME.neevivriereeeieeceeeneens 16,597 2,539 12,317 17,197 48,650 -
Interest eXPense. .., - - (115,200) - (115,260 -
Gain (1oss) on INVEStMENts. ..., (10,210} - (17,467) - (27,677 -
Reserve for debt service........c.voevenn. - - - - - -
Capital contribitions........coeeveeninnnn - - - - - -
Operating transfers..........oceerveenn.e. (25,939} {25,000) (24,061 - (73,000) 10,500
Changes in net position..............cc.... 123,399 22,713 474,132 182,291 802,535 (5,876)
NET POSITION
Total net position - beginning............ 2,707,506 565230 10,230,130 (1,913,874) 204,364
Prior years adjustment...............cce..... {76,790) - 76,790 - -
Total net position - ending................. $ 2754115 5 587943 § 10,781,052 § (1,731,583) $ 288,488
Some amounts reported for business-type activities
in: the statement of activities are different because
the net revenue of certain internal service funds
is reported with business-type activities. (13,597)
Change in net position of business-type activities 788,938

CITY OF RIGBY
Statement of Revenues, Expenses, and Changes in Fund Net Position

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

Statement of Cash Flows
Proprietary Funds
September 30, 2013

Water Sewer Sewer Internal
Fund Sanitation Fund Collection Totals Service Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received Trom CUSLOMETS.....ovviciiinininreeseneas $ 537,599 § 236,125 § 1435222 § - § 2,208,946 % 118,122
Payments to suppliers and employees........cveeee (321,100)  (164,397) (458,2006) - (543,703) (103,034}
Cash provided by customer deposifs. ..o (78,846) - - - (78,846) -
Net cash provided (used)
by operating activities.........c.ov 137,653 71,728 977,016 - 1,186,397 15,088
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfer from (to) general fnd.....ovviiiiiiinns (25,939 (25,000) (24,061} - (75,000) (10,300}
Net cash provided (used) by noncapital
finaneing activIties... oo v irescie s (25,939) (25,000) (24,061) - {75,000) (10,500)
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Cash received for wastewater project (net)............. - - - 1,299,766 1,299,766 -
Cash paid for construction and equipment.............. {10,919} - (4,254)  (1,384,538)  (1,399,711) -
Rond principle payments.. ..t - - (84,283) - (84,283) -
Interest paid on bonds and leases.......coviiinnn, - - (115,200) - (115,200) -
Net cash provided (used) by capital and
related financing ActiVItiEs. ..o (10,919) - (203,737) (84,772) (299,428) -
CASH FLOWS FROM INVESTING ACTIVITILS
TALErest INCOINIE. .. veeeeeeeestrrsiriesemnee et 17,039 2,807 12,317 17,197 49 360 -
Purchase of INVESIMENIS. co.vowreeeee e iririseeseeene (14,979) (1,765) (459,938) (10,139} (486,821) -
Net cash provided {used)
from investing activities.......cooiveri s 2,060 1,042 {447,621) 7,058 (437,461) -
Net increase (decrease) in €ash o 102,855 47,770 301,597 (77,714) 374,508 4,588
Cash and cash equivalents-beginning of year........... 350,581 306,626 1,205,172 263,029 2,125,408 23,674
- Cash and cash equivalents-end of year.....ornnn. § 453,436 $ 334,396 § 1,506,769 185,315 § 2499916 3 28,262
Reconciliation of operating income to net cash provided by
operating activities
Operating MCOME....ueverrrievimereresier s § 142,951 § 45,174 § 618,543 - $  B0G,668 B (16,376)
Adjustments to reconcile operating ncome fo net cash
provided by operating activities:
DEPTECIALION. 1. cvveeecssersssreserseesinsra s s 63,170 27,166 425,552 - 515,888 39,010
(Increase) decrease int accounts receivable ... (3,209) 2,369 1,534 - 694 -
(Increase) decrease in investments..............ooveee (1,028) (561) {2,522) - (4,111)
Increase (decrease) i customer deposits.......covvnnn. {(78,846) - - - (78,846} -
(Increase) decrease In customer prepaids.....ooewees - 152 103 - 255 -
Increase (decrease) in accounts payable........oveeeen. 14,615 (2,572) (66,194) - (54,151) (7,546)
Net cash provided by operating activities.......oovuve. $ 137,653 $ 71,728 § 977,016 § - $ 1,186397 % 15,088

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, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

This report includes ail 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 indirzetly by
financial means. The City has an urban renewal agency within its legal 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 tevenues prescribed by [daho Code. The City does not have any authority over the urban renswal
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 Governmental 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 conformity with generaliy accepted accounting principles, the basic financial statements of Rigby
Urban Renewal Agency have been included in the financial reporting entity as & discretely presented
component unit. 1t is presented as a separate column within the basic financial statements. The City
appoints the governing body of the Agency. The Agency is comprised of volunteers who devote
their time to improving and enhancing the quaiity of life within the City of Rigby.

For financial reporting purposes on the government wide financial statements, the City has
capitalized improvement projects that the Agency has paid for and donated to the City for public use.

A copy of the Righy Urban Renewal Agency audit may be obtained at the City office.
B. BASIS OF PRESENTATION, BASIS OF ACCOUNTING

Basis of Presentation

Government-wide Statements: The staiement 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 ceneraily are financed through taxes,
intergovernmental revenues, and other nonexchange transactions. Business-type activities are
financed in whole or in part by fees charged to externai parties.

The statement of activities presents a comparison between direct expenses and program revenugs 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, 2013

B. BASIS OF PRESENTATION, BASIS OF ACCOUNTING, Continued
Basis of Presentation, confinued

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 capitai 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 aovernmental and enterprise funds are aggregated
and reported as nonmajor funds.

Proprietary fund operating revenues, such as charges for services, resuit 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 ancillary 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 fo 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.

The City reports the following major enterprise funds:

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

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

Sunitation Fund, This fund accounts for the operation and maintenance of the City’s sanitation
systemn,

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 labilities
are incurred, regardless of when the related cash flows take place.
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CITY OF RIGBY

Notes to the Financial Statements
September 30,2012

B. BASIS OF PRESENTATION, BASIS OF ACCOUNTING, Continued

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

Governmental Fund Financial Statements. Governmental funds are reported using the current
financial resources measurement focus and the modified acerual basis of accounting, Under this
method, revenues are recegnized when measurable and available. The City considers all revenues
reported in the governmental funds to be available if the revenues are collected within sixfy 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 matwed. General capital
assel 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
Opinicns, and Accounting Research Bulletins, unless those pronouncements conflict with GASB
pronouncements.

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 eamings through investment activities, The pooled investments are reported at
fair value at September 30, 2013 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 appertioned 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 Governmeni 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.
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CITY OF RIGBY

Notes to the Financial Statements
September 30, 2013

C. ASSETS, LIABILITIES, AND EQUITY, Continued

Receivables and Payables

All trade and property tax receivables are shown net of an aliowance for uncollectables. 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, 2013 are classified as deferred revenue.

Inventories and Prepaid Items

The City does not have any mventory items at September 30, 2015,

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 $21,373
Road Fund $ 1,656
Sanitation Fund $ 1,611
Sewer Fund $ 1,089
Non-Major Funds 3 0

The balances represent prepaid workman’s compensation insurance of $6,999, prepaid state
unemployment insurance of $18,730.

Capital 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 maintenance 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 ali 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 3040

Page 19 of 45



NOTE 2

CITY OF RIGBY

Notes to the Financial Statements
September 30, 2013

C. ASSETS, LIABILITIES, AND EQUITY, Continued

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 caiculated using the
vesting method, in which feave amounts for both employees who currently are eligible to receive
termination payments and other employees who are expected to become eligible in the fiture to
receive such payments upon termination are included.

Fund Balance Reserves

The five categories of fund balance are nonspendable, restricted, committed, assigned, and
unassigned. For the year ended September 30, 2013, the City had fund balances which were
restricted, committed, assigned, and unassigned of $522,705, $44,458, $94.266 and $693,089
respectively. Restricted funds are those which are constrained to being used for a specific purpose
by external parties, constitutional provisions, or enabling legislation, Committed funds are those
which are constrained to being used for a specific purpose by the City itself. Assigned Funds are
amounts intended to be used for specific purposes as expressed by the City’s management.
Unassigned funds are those which are available for any purpose.

DEPOSITS AND INVESTMENTS
Following is a reconciliation of the City’s deposit and investment balances as of September 30,

2013:
Pooled Cash and

Investments

Demand Deposits $ 2,158,474
Certificates of Deposit 0
State Investment Pool 7.916
Investments 4,875,048
Money Market 1,158.598
Total S  8.200.036

Cash Deposits
The follewing is a schedule illustrating the cash balances held by the City of Rigby that are insured,
collateralized, or uninsured as of September 30, 2013. The City does not have a deposit policy.

Depository Bank Book FDIC
Institution Balance Balance Insured Collateralized Uninsured
Zions Bank $3,262 067 $53,160,228  $ 230,000 % 1,138,596 $1,873,471
Banl of Commerce 77,168 77,081 77,168 0 0
Welis Fargo 8,931 8,931 3,931 0 0
US Bank 76,577 70,682 76,577 0 0
State [nvest, Poot 7,893 7,916 0 0 7,895
Petty Cash 0 150 0 0 150
[nvestment Accts:
Edward Jones 431,666 432,738 0 0 431,666
Key Investment 386,544 386,807 274,285 0 112,239
RBC Wealth 934,772 934,772 0 0 934,772
Contango 2,080,662 2,080,662 1,600,060 0 480,662
US Bank 1.020.069 1.020.069 175,060 0 845,069
Tota! $8.306.351 $8200.036 $2.461.961 $ 1.138.596 $4.705.944

Page 20 of 43



NOTE 2

CITY OF RIGBY

Notes to the Financial Statements
September 30, 2013

DEPOSITS AND INVESTMENTS, Continued

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 City does not have a deposit policy for custodial credit risk. As of September
30, 2013, $4,705,944 of the government’s cash and investments bank balance of $8,306,351 was

exposed to custodial credit risk.

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 — 1} Corporate Bonds, 2) Federal Agency Obligations, 3) Mortgage Backed Securities, and

4) Mutual Funds.

As of September 30, 2013, the City has the following investments.

Investment Maturitv Fair Value

Money Market nfa 548,014
Certificates of Deposit Various 1,775,000
Federal Agency Obligations Various 112,488
Mortgage Backed Securities nfa 1,155
Mutual Funds n/a 245 646
Bonds “Various 2.192.743
Total Investments $.4.875.046

Concentration Credis Risk is the risk that the City has invested more than 5% of their total
investment in any one issuer. Custently, the City of Rigby holds the following individual issues in
an amount greater than 5% of their fotal investments:

Individual Issuer %, of Total Investment
Czlvert FD Ultra Short — Fixed Income Fund 5.21%
Pimco Short Term Fund — Fixed Income Fund 5.36%
BMW Bank North  America Utah — Corporate Bond 5.24%
Loomis Sayles Limited Term 3.18%
GE Capital Retail BK-Draper UT 523%
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NOTE 2

NOTE 3

Local Sources
Property Taxes
Consutmer Fees
Other

Total f.ocal
State Sources

Other State Revenue $ 80.844 $ 35,

Total Receivable

NOTE 4

CITY OF RIGBY

Notes to the Financial Statemenis
September 30, 2013

DEPOSITS AND INVESTMENTS, Continued

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 fallowing:

Street Other Eunterprise Funds

General and Road Governmental Sewer
Fund Fund Funds Water Sewer Sanitation  Collection
$ 55,153 $ 6,911 £13839 § 0 3 0 b 0 g 0
0 0 0 58,110 157,400 24,669 0
22.171 8.608 68.837 0 2,067 0 0
§ 77324 §_ 153519 §82.696 § 58,110 § 159467 §_ 24.06%9 $ 0

2 $ 3915

5.11
£158.168 § 50,631 $ 88,611

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, 2013 there
are no interfund receivables or payables.

Interfund Transfers

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

Transfers To Transfers From

Major Funds

General Fund $ 5 53,861
Water Fund 25,939
Sanitation 25,000
Sewer Fund 24,061
Non-Major Funds 8,609
Internal service fund 10,500

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



NOTE 5

CITY OF RIGBY

Notes to the Financial Statements
September 30, 2013

LONG-TERM OBLIGATIONS

Police Vehicles

During fiscal year 2011, the City entered into a capital lease agreement with Government Vehicle
Leasing Company for the lease and subsequent purchase of 4 police vehicles. Payments are due in
five annual installments of $19,792, including interest at a rate of 8.2%. Principal due on the lease

payments as of September 30, 2013 is $35,180.

Sewer Revenue Bond Issue:

As of September 30, 2013 the City had 2 sewer revenue bonds outstanding. The first bonds bear
interest of 3.75% per annum and mature December 22, 2040, Annual payments of principal and
interest are due in December in the amount of $168,270. The total amount outstanding as of
September 30, 2013 was $2,886,369. The city has $1,223,579 in sewer revenue bonds at an interest
rate of 2.75%. The bonds have a 30 year term and annual payments of principai and interest will be
$61,738. Total outstanding sewer revenue boads are $4,109,948.

Wastewater Project Loans

The DEQ is providing loan funds to the City which are being used to finance the construction of the
wastewater treatment facility as well as improvements to the wastewater collection system. As of
September 30, 2013, the loan balance payable to the DEQ was $3,391,553 for the wastewater
treatment facility. The loan is interest free. As of the date of the financial statements, a repayment
schedule had not been finalized as the construction phase on the collection system was not complete.

As of September 30, 2013 the City owed $3,511,053 to the DEQ for the sewer cotlection project. A
timeline for repayment has not been finalized.
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CITY OF RIGBY

Notes to the Financial Statements
September 30, 2013

NOTE 5 LONG-TERM OBLIGATIONS, Continued

The following schedule recaps the changes in long-term obligations for the fiscal year ending
September 30, 2013:

Ending Ending
Governmental-type activities Balance Additions  Subtractions Balance
Government Vehicle Leasing Co. $ 30,788 % 0 $ 15,608 £ 35,180
Compensated absences 47.926 659 0 48,585
Total governmental-1pe § 98714 S 659 $  15.608 $ 83765
Business-type activifies
Sewer DEQ Loan $3,591,533 8§ 0 $ 0 $3,591,533
Waste Water Project DEQ Loan 2,994,536 516,497 0 3,511,033
Sewer USDA Loan 4,194,230 0 84,282 4,109,948
Compensated absences 13,716 0 148 13,568
Total business-type activities $10,794.055 § 516497 §_ 84430  511.226.127

Maturities of long-term obligations are as follows:

i

2014 $ 103,015
2013 109,430
2016 94,274
2017 97,512
2018 100,864
Thereatter 10.740.638
Total 11,247,733

Amounts payable to the DEQ on the sewer loan have been included in the “thereafter” portion of the
five year maturity schedule. A final repayment schedule has not provided to the City.

Page 24 of 45



NOTE 6

CITY OF RIGBY

Notes to the Financial Statements
September 30,2013

CAPITAL ASSETS

Capital asset activity for the year ended Septembe

Governmental Activities
Non-depreciable Assets:
Work-in-progress

Land

Depreciable Assets:
Buildings/Sites
Equipment
Infrastructure
Total capital asseis
Less: accurulated depreciation
Covernmental activily capital assels, net

Business-type Activities
Non-depreciable Assets:
Work-in-progress

Land

Depreciable Assets:
Water Fund
Buildings & equipment

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

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

Less: accumulated depreciation
Sewer capital asseis, net

Business-type activities capital assets, net

Internal Service Fund
Buildings & equipment

Less: accumulated depreciation
Internal Service capital assets, net

r 30, 2013, was as follows:

Sales/

Beginning Capital Other Ending

Balance Acquisitions Changes Balance
b 0 3 0 3 § 0
408,659 0 408,659
$ 1,149,142 $1,903,107 % 0§ 3,032,249
1,227,090 89,232 (13,584) 1,312,738
1.373.,430 0 0 1,373,430
4,158,312 2,002,339 (13,384) 6,147,076
{1,879,003) (194.821) 13.584  {2.060.240)
§ 2270318 § L807518 5 0 $4.086830
$ 0 $ 967240 § 0 $ 967240
21,154 0 0 21,134
$ 2,384,552 $ 10919 $ 0 2393471
{661.943) (63.169) 0 (725.112)
1,722,669 (32,250) 4 1,670.359
369,742 0 0 369,742
(254.039) {27,166) 0 {281.203)
113,703 (27 160} g 88,337
16,393,332 4,254 0 16,397,586
(1.337.381) {425.352) 0 (1.782.933)
13,035,931 (421,298) 0 14,614,653
$16.895,417 § 466526 & 0 $17.361.943

$ 094,966 § 25,300 § 72305 & 947961
{715.069} (39.010 72.305 (681.774)

§ 279,897 $ (13,710 $ 0 $§ 266187

Page 25 of 45




NOTE 6

NOTE 7

NOTE §

NOTE 9

CITY OF RIGBY

Naotes to the Financial Statements
September 30, 2013

CAPITAL ASSETS, Continued

Depreciation expense was charged to functions as follows:

General government § 194,821
Water fund 63,170
Sanitation fund 27,166
Sewer fund 425,532
internal Service 39,010

3 749.719

COMMITMENTS AND CONTINGENCIES

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
filtration system does not meet Department of Environmental Quality standards, the City has not
paid the contract retainage of $368,513 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 as well as additional costs incurred to correct the filtration problems. According to legal
representation, the City of Rigby has prevailed against the motion for summary judgment and the
motions to compel arbitration filed by Peck-Ormsby and Parkson Corporation, the manufacturer of
the faulty filtration system. Parkson appealed the district court’s decision to the Ninth Circuit Court
of Appeals. Currently, the case is on hold pending the Ninth Circuit decision on the motion to
compel. The attorney for the City has stated that, “inasmuch as neither Parkson nor Peck Ormsby
have any technical solution to the defective filters they installed, it is likely that a settlement will be
reached whereby they will pay costs involved in remedying their defective work”.

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 lability, ie. errors and
omissions: d) environmental damage; €) 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 resuiting from these risks have not exceeded the
insurance deductible provided for in the last three years.

SUBSEQUENT EVENTS

The City entered into a lease purchase agreement to buy a Kubota tractor for the rodeo ground in the
amount of $25,400. It is a 3 year contract.

On December 18, 2013, the city resolved its dispute with Peck Ormsby as referenced in note 7. The
settlement agreement stated that the City would pay Peck Ormsby $220,313 to settle the contract
retainage payable. The City would retain $147,800 to repair defective cloth filtration equipment
supplied and installed by Peck Ormsby.
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NOTE 10

NOTE 11

NOTE 12

NOTE 13

CITY OF RIGBY

Notes to the Financial Statements
September 30, 2013

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, 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 fully vested in retirement benefits earned to
date. Members are eligible for retivement 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 standalone financial reports that include audited financial statements
and required supplementary information. These reports may be obtained from PERS[’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, 2013, the required
contribution rate as a percentage of covered payroil for members was 6.79% for general members
and 8.36% for police/firefighters.

The employer rate as a percentage of covered payroll was 10.39% to 11.32% for general members
and 11.66% for police/firefighters. The City of Rigby's contributions required and paid were
$95,041, $106,135, and $96,263for the three years ended September 30, 2013, 2012, and 2011,
respectively.

EXCESS OF EXPENDITURES OVER APPROPRIATIONS

At September 30, 2013 the following funds had excess expenditures over appropriation:

Budgeted Actual Excess
Fund Expenditures  Expenditures Expenditures
Library Fund 143,850 145,447 1,597

DEFICIT FUND BALANCE

At September 30, 2013 there were no funds with a deficic fund balance.
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NOTE 14

NOTE 13

NOTE 16

NOTE 17

CITY OF RIGBY

Notes to the Financial Statements
September 30, 2013

PRIOR PERIOD ADJUSTMENTS

A prior period adjustment of $19,31lwas made to the General Fund to record a workers’
compensation insurance dividend that was not previously recorded. An additional prior period
adjustment of $1,384,839 was made to the General Fund to capitalize assets from Rigby Urban
Renewal which had not been previously recorded.

A prior period adjustment of $26,524 was made to the Parks & Rodeo Fund to bring fund balance to
correct amount. The City failed to report cash balances at September 30, 2012 and the City retained
funds payable to the Jefferson Park/Rodeo Association.

A prior period adjustment of $10,000 was made to the Utility Assistance Trust Fund to correct the
treatment of prior year transfers and fund balance.

Prior period adjustments of $76,790 were made to the Water Fund and the Sewer Fund to correct
beginning of the year investment balances. The Water Fund was overstated and Sewer Fund was
understated at October 1, 2012,

POST RETIREMENT BENEFITS

The City of Rigby does not provide post-tetirement benefits to its employees and has no reporting
requirement under GASB #43.

RODEOQ AND AIRPORT FUNDS

The Jefferson Parl/Rodeo Association was taken under management by the City of Rigby as of May
1, 2012 by ordinance #2012-55. Accordingly, the Park and Rodeo Department has been included in
the Park Fund in these financial statements.

The Jefferson Rigby Airport has been included as its own separate and distinct fund. In 2012 it was
discovered that the Airport is the responsibility of the City of Rigby and therefore the transactions
for the year ended September 30, 2013 have been included as a separate special revenue fund titled
Ajrport Fund.

RIGBY URBAN RENEWAL

The Rigby Urban Renewal Agency (Agency) has been presented in the government-wide financial
statements as a discretely presented component unit of the City of Rigby due to its aperational and/or
financial relationship with the City. The agency is organized and operates under the idaho Urban

Renewal Law of 1965 (Chapter 20, Title 50, Idaho Code).

A. The accounting policies and practices of the Agency conform to generally accepted accounting
principles applied to governments.

B, Cash and investments for alt funds consist of the following at year end:

Cash — demand deposit (net of overdrafts) § 16,790
Cash — State [nvestment Pool 1,032,788
Total $1.049.578



CITY OF RIGBY

Notes to the Financial Statements
September 30, 2013

NOTE 17 RIGBY URBAN RENEWAL (continued}

B. Cash and investments (continued)

Deposits with financial institutions include bank demand deposits as authorized by ldaho

statutes. The carrying amounts and the bank bajance were
balance of $16,790 was covered by federal depository

$16,790 at year end. The entire bank
insurance. Cash held at the Local

Government Investment Poel is uninsured and uncollateralized.

The Agency follows the requirements of the Idaho Public Depository Law {Idaho Code Section:

Title 57-100) and applicable investment rights and restr
Title 67:67-1210.

C. Receivables at year end consist of the following:
Praperty Taxes 5983
D. Payabies at year end consist of the foliowing:

Accounts Payable b 244
Payable to Ashton Urban Renewal $ 4,886
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CITY OF RIGBY
Budget to Actual Comparison Schedule
General Fund
For Year Ended September 30, 2013

Variance with

Budgeted Amounts Actual Final Budget
REVENUES Original Final Amounts Positive (Negative)
Local Sources:
Local Revenue:
PrOperty taXES. .o vovsressseirnrerecmcaeescninens $ 797260 $ 801,760 § 825040 B 23,280
Earnings on Mvesiments. ..o e 2,000 (4,000} (1,320) 2,680
TFees and fINES...cciivrvreecrierreninsrissnereiennes 22,825 22,825 25,416 2,591
Charges for Services.......ocovmenicinininiens 37,500 31,500 35,804 4,304
Miscellaneous and other revenue............ 46,500 66,500 82,721 16,221
SEALE TEVEIIUSS cveeveireenrrsieesesensemanesssinerns 162,500 222,250 271,903 49,655
GEANES. e vveesirseeeeeeriesesisenscssssse s mniss sssarnnens - 20,000 20,849 849
Total TEVEIIUS. .o cvervic e 1,098,585 1,160,835 1,260,415 99,580
EXPENDITURES
General OVErnIment. ... creeessnneienes 513,450 557,050 461,222 95,828
Public safety... oo iniiii e 623,135 641,785 609,861 31,524
CUMUTAL e 14,000 14,000 14,000 -
Capital QUHAY.cocrvevemeris e 17,000 17,000 17,148 (148)
Total expenditires....oomr i 1,167,585 1,229,835 1,102,231 127,604
Excess (deficiency) of revenue
over expenditlures. .. ..o inseernnvnnnn, (69,000) (69,000) 158,184 227,184
OTHER FINANCING SOURCES (USES)
Other Financing SOUrce....oovoovviinsvennienns - - - -
TTANSTEIS .o v 69,000 69,000 55,891 (13,109)
Net change in fund balanees...........cooeee. - - 214,075 214,075
Fund Balance - Beginming.......ccooooveiiennnn 482,830 482,830 482,830 -
Prior Period Adjustment.. ..o 19,311
Fund Balance - Ending......cooooeeiieiiiinns $ 482,830 § 482,830 § 716216 _§ 214,075

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, 2013

Variance with

Budgeted Amounts Actual Final Budget
REVENUES Original Final Amounts Positive (Negative)
Local Sourees:
Local Revenue:
PrOPETTY LAXES. .. .ooevevniciiiiinisrrrsesniases e $ 107300 § 107,300 % 108485 § 1,185
Barnings on investmentS. ..vvinienennn, - - - -
Charges for Services. ..o 60,000 60,000 65,376 5,376
Miscellaneous and other revenue.........cocevnnn 39,300 36,300 33,101 (6,199}
SHALE TRVETIUCS cvat v tereeinreeeeeeireeseeeisbemeaaaannrneeeras 141,500 141,500 149,065 7,565
Total TEVENUE. ... 348,100 348,100 356,027 7,927
EXPENDITURES
Sireet and public improvement. ... 348,100 348,100 289,801 58,299
Capital QULIAY.....cooviiniiii e - - - -
Total expenditures. ... 348,100 348,100 289,801 58,200
Excess (deficiency) of revenue
over eXpPenaditures. oo - - 66,226 66,226
OTHER FINANCING SOURCES (USES)
TrABSTErS. oo s - - - -
Net change in fund balances..........c.ocooovivnnnnene - - 66,226 66,226
FUND BALANCES
Beginning of the year........oov i 12,121 12,121 12,121 -
Prior Period Adjustment........oovveveecenreinne - -
End of the year........ccovviriiirin e $ 12,121 $ 12,121 $ 78347 $ 66,226

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

Page 31 of 43



NOTE 1

NOTE 2

CITY OF RIGBY

Notes to the Required Supplementary Information
September 30, 2013

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:

1) 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 generaily
accepted accounting principles (GAAP). All annual appropriations lapse at the end of the fiscal
year,

The City amended their 2012-2013 budget on September 17, 2013. The General Fund and the Road

Fund budgets were both amended, however, only the General Fund changed in total. The Road
Fund budget did not change in total; only on a line item basis.

EXCESS OF ACTUAL EXPENDITURES OVER BUDGET

Expenditures did not exceed budget amounts in any major funds during 2013.
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CITY OF RIGBY
Schedule of Expenditures
General Fund
For Year Ended September 390, 2013

Total
GENERAL GOVERNMENT Expendifures
Mayor & Council
Payroll related expenditures £ 38,482
Public relations 2,683
Other 961
Total Mayor & Council 5 42,128
City Hall
Payroll related expenditures $ 410
Utilities & telephone 9,052
Maintenance 4,323
Total City Hall s 13,787
Administration
Payroll related expenditures kS 113,213
Office expenditures 31,352
Bank fees 20,707
Other 168
Total Administration s 167,440
Non-departmental
Payroll related expenditures 5 71,278
Legal & professional 14,940
Bonds & insurance 98,865
Other 2,409
Total Non-departmental h 187,492
Planning & Zoning
Payroll related expenditures $ 36,827
Office expenditures 1,784
Engineering fees 9,926
Other 1,838
Total Planning & Zoning $ 50,375
TOTAL GENERAL GOVERNMENT EXPENDITURES $ 461,222
PUBLIC SAFETY
Payroll related expenditures § 493,901
Office expenditures 13,558
Utilities & telephone 15,538
Police expenditures 75,237
Maintenance & repairs 11,607
TOTAL PUBLIC SAFETY 5 609,861
CULTURAL
Museum, rodeo, & discretionary cultural expenditures $ 14,000
CAPITAL OUTLAY
City Hall $ -
Administration 4,545
Police 12,203
TOTAL CAPITAL OUTLAY $ 17,148
TOTAL GOVERNMENTAL EXPENDITURES $ 1,102,231

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

CERTIFIED PUBLIC ACCOUNTANTS
P.O. BOX 50700
185 5. CAPITAL
IDAHO FALLS, IDARO 83405

ERNEST M JENSEN, MB A, C.P.A, TELEPHONE: (208} 522-2295
ROBERT B. POULSEN. C.P.A. (208) 522-1330
SHER! L. PQULSEN, C.P.A, FAX: (208) 522-2297

{208} 523-5699

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 Righy
Rigby, 1D 83442

We have audited, in accordance with the 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, the financial statements of the governmental activiiies, the business-type activities, each
major fund, and the aggregate remaining fund information of City of Rigby, Idaho, as of and for the vear ended
September 30, 2013, and the related notes to the financial statements, which collectively comprise City of Rigby,
Idaho’s basic financial statements and have issued our report thereon dated March 6, 2074,

Internai Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City’s intemal control over
financial reporting {internal control) to determine the audit procedures that are appropriate in the circumstances for the
purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an opinicn on the
effectiveness of the City’s internal control. Accordingly, we do not express an opinien on the effectiveness of City of
Rigby, Idaho's internal contrel,

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies
and therefore, material weaknesses or significant deficiencies may exist that were not identified. However, as
described in the accompanying schedule of findings and questioned costs, we identified certain deficiencies in internal
control that we consider to be material weaknesses and significant deficiencies.

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 combination of deficiencies, in internal control such that
there is a reasonable possibility that a material misstatement of the City of Rigby’s financial statements will not be
prevented, or detected and corrected on a timely basis. We consider the deficiencies described in the accompanying
schedule of audit findings and responses to be material weaknesses (#2013-01, #2013-3, #2013-4).

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. We consider the
deficiency described in the accompanying schedule of audit findings and responses to be a significant deficiency
(#2013-02).
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Mayor and City Council
City of Rigby, ldaho
Page 2

Compliance and Other Matters

As part of obtaining reasonabie assurance about whether the City’s financial statements are free of material misstatement, 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
apinion 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 disciosed no instances of noncompliance that are required to be reporied under Government
Auditing Standards.

We noted certain matters that we reported to management of the City of Rigby, in a separate letter dated March 6,
2014,

City of Righy. Idaho’s Response to Findings.

City of Rigby, Idaho’s response to the findings identified in our audit is described in the accompanying schedule of
findings. City of Rigby, Idaho's response was not subjected to the auditing procedures applied in the audit of the
financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This repott is an integral part of an audit performed in accordance with Government Auditing Standards
in considering the entity’s internal control and compliance. Accordingly, this communication is not suitable for any
other purpose.

Jensen Poulsen & Company, PLLC

JENSEN POULSEN & COMPANY, PLLC
Certified Public Accountants

Idaho Falls, Idaho

March 6, 2014
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CITY OF RIGBY

Schedule of Andit Findings and Responses
September 30, 2013

FINDINGS—FINANCIAL STATEMENT AUDIT

A. SIGNIFICANT DEFICIENCIES

2013-01 — Ineffective review and approval of journal entries.

Condition:

The clerk records numerous journal entries which are to accompany the monthly financial statements. The entries
typically include revenue and expense accruals, interest eamings, and investment fair market value changes. Also
included are adjusting entries to reflect internal service fund activity. These entries are not reviewed and approved by
mayor and council.

Criteria:

The proper initiation, authorization, recording, and monitoring of standard and nonstandard journal entries helps guard
against the use of journal entries to manipulate financial infermation and obscure fraudulent financial reporting.
Furthermore, effective review of journal entries would help detect and prevent errors.

Effect:
The lack of proper controls over journal entries may increase the risk materially misstated financial information.

Cause:

The clerk records numercus journal entries which are to accompany the monthly financial statements. The entries
typically include revenue and expense accruals, interest earning, and investment fair market value changes. Also
included are adjusting entries to reflect internal service fund activity. These entries are not reviewed and approved by
mayor and council.

Recommendation:
We recommend the City improve the review and approval of journal entries. All journal entries should be
accompanied by full explanation and by reference to adequate supporting data.

Response:

The City recognizes the importance of reviewing journal entry activity but realizes the Clerl/Treasurer is the only
individual with the appropriate expertise in this area. Given the size of the City and limited budget resources, they
don’t have the ability to employ additional personnel who could effectively review this function.

2013-02 — Inadequate separation of duties in the cash function

Condition:

The duties of custody, recording, and approval of cash items, particutarly cash disbursements, are not sufficiently
separated to provide reasonable assurance that material missiatements of the financial statements due to error or fraud
would be detected and corrected in a timely manner.

Criteria:
While the Counci! and Mayor hold the power of approval, both the Clerk and the administrative assistant have custody
and recording duties and capabilities and are not sufficiently separated.

Effect:
The lack of proper separation of duties may increase the rislk or occwrence of materially misstated financial
information due to ervor or fraud.



CITY OF RIGBY

Schedule of Audit Findings and Responses
September 306, 2013

FINDINGS—FINANCIAL STATEMENT AUDIT (CONTINUED)

Recommendation:
We recommend that the duties of custody and recording be more distinctly separated between the clerk and the
assistant.

Response:
The City recognizes the lack of separation of duties and will attempt to further correct the situation as they are able,
considering the inherent limitations presented by limited personnel.

2013-03 — Lack of control over financial transactions of the Airport Fund

Condition:
The Airport maintains a separate checking account and accounting system.

Criteria:
All financial transactions of City funds should be inclusive in one accounting system. Cash transactions should be
accounted for by the City Clerk and approved by the City Council.

Effect:
The absence of conirol over the Afrport financial transactions increases the risk of material misstatement of financial
information due to error or fraud.

Cause:

The Jefferson Rigby Airport has been operating independently and maintaining a separate checking account since its
creation. Upon review of documents and Councit authority it has been determined that it is essentiaily owned by the
City of Rigby and should be accounted for with the City’s accounting system and included in the City's financial
statermenis.

Recommendation:

We recommend all cash funds be remitted to the City Clerk and all financial transactions be accounted for by the City.
While the Airport may maintain a separate managing board, the City Council must have the ultimate authority over the
financial transactions.

Response:

The City recognizes the lack of control over the maintenance of Airport Fund’s beokkeeping functicn and cash
accounts. Upon discussions with the members of the Airport Board, the City Councit decided to leave the contro! with
the managing Airport Board but required that all financial transactions be remitted to the City Clerk on a guarterly
basis.

2013-04 — Lack of control over financial transactions of the Rodeo Fund

Condition:
The City’s Park and Rodeo Department maintains a separate checking account

Criteria:
All financial transactions of City funds should be inclusive in one accounting system. Cash transactions should be
accounted for by the City Clerk and approved by the City Council.

Effect:
The absence of controi over the Park and Rodeo department financial transactions increases the risk of material
misstatement of financial information due to error or fraud.
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CITY OF RIGBY

Schedute of Audit Findings and Responses
September 30, 2013

FINDINGS—FINANCIAL STATEMENT AUDIT (CONTINUED)

Cause:

The Park and Rodeo department was created by Ordinance #2012-555 approved by City Council on May 1, 2012. The
ordinance refers to the department as an administrative division of the City of Rigby. At this point in time, all
financial transactions of the department should have been initiated, recorded and approved by the City of Rigby.

Recommendation:

We recommend all cash funds belonging to the City of Rigby—Rigby Park and Rodeo be remitted to the City Clerk
and all financial transactions be accounted for by the City. While the Park and Rodeo Department may maintain a
separate managing board, the City Council must have the ultimate authority over the financial transactions.

Response:
The City recognizes the lack of control over the maintenance of Rodeo Fund’s bookkeeping function and cash

accounts. They did not have success in consolidating these accounts during the fiscal year but will continue to work
with the Park and Rodeo managing board to bring these assets under City control,
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CITY OF RIGBY

Schedule of Prior Findings and Questioned Costs
September 30, 2013

Findings on Prior Findings:
FINDINGS—FINANCIAL STATEMENT AUDIT

A. SIGNIFICANT DEFICIENCIES

2012-01 — inadequate journal entry documentation.
Status: Still reporting finding at 2013-1 however, it has been retitled.

2012-02 — Inadequate retention of accounting data.
Status: Corected

2012-03 — Lack of contro! over financial transactions of the Airport Fund.
Status: Still reporting finding at 2013-2

2012-04 — Lack of control over financial transactions of the Redeo Fund.
Status: Siill reporting finding at 2013-3
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JENSEN POULSEN & COMPANY, PLLC

CERTIFIED PUBLIC ACCOUNTANTS
P.0. BOX 50700
185 5. CAPITAL

IDAHO FALLS, IDAHO 83405-0700

FRNEST M JENSEN, MB.A, CPA, TELEPHONME: [208) 522-2295
ROBERT 8. POULSEN, C.P.A. [208) 522-1330

SHERI L. POULSEN, CP A, FAX: [208) 522-2297
. [(208) 523-5499

REPORT ON COMPLIANCE WIiTH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133

Mayor and City Council
City of Righy
Rigby, Idaho 83442

Report on Compliance for Each Major Federal Program

We have audited City of Rigby, Idaho’s compliance with the types of compliance requirements described m the OMB
Cireular A-133 Compliance Supplement that could have a direct and material effect on the City of Rigby, Idaho’s
major federal programs for the year ended September 30, 2013. The City’s major federal programs ave identified in
the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and granis applicable
to its federa programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of City of Rigby, Idaho’s major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of compliance
in accordance auditing standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Govermment Auditing Standards, issued by the Comptroller General of the United States;
and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and
OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about the City of
Rigby, Idaho’s compliance with those requirements and performing such other procedures as we considered necessary
in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal program.
However, our audit does not provide a legal determination of the City of Righy’s compliance.

Opinion on Each Major Federal Program

In our opinion, the City of Rigby, complied, in all materia} respects, with the compliance requirements referred to
above that could have a direct and material effect on each of its major federal programs for the year ended September
30,2013,

Other Mutters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be reported in
accordance with OMB Circular A-133 and which are described in the accompanying schedule of findings as items
2013-01, 2013-02, 2013-03, and 2013-04. Qur opinien on each major federal program is not modified with respect
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Mayor and City Council
City of Rigby

Page 2

to these maitters.

City of Righy, Idaho’s response to the noncomptiance findings identified in our audit is described in the accompanying
schedule of findings. City of Rigby, Idaho’s response was not subjected to the auditing procedures applied in the audit
of compliance and, accordingly, we express no opinion on the response.

Report on Intemal Control Over Compliance

Management of the City of Rigby, ldaho, is responsible for establishing and maintaining effective internal contrel over
compliance with the types of compliance requirements referred to above. In planning and performing our audit of
compliance, we considered the City of Rigby’s internal control over compliance with the types of requirements that
could have a direct and material effect on a major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with OMB Circular A-133, but not
for the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do
not express an opinion on the effectiveness of the City of Rigby’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct noncompliance with a type of compliance requirement of a federal program on a timely basis. A
Material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis. A
significunt deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal
controi over compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal over compliance was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in nternal contro! over compliance that might be material
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that
we consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal
contral over compliance and the results of that testing based on the requirements of OMB Circular A-135.
Accordingly, this report is not suitable for any other purpose.

Jensen Poulsen & Company, PLLL

JENSEN POULSEN & COMPANY, PLLC
Certified Pubiic Accountants

ldaho Falls, ID
March 6, 2014
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CITY OF RIGBY

Summary of Auditor’s Results
September 30, 2013

Financial Statements
Internal Control over Financial Reporting:
o Type of auditor’s report issued —~ Unmeodified.
e  Material weakness identified—2013-1; 2013-3; 2013-4
e  Reportable conditions identified that are not considered to be material weaknesses—2013-2
Noncompliance Material to Financial Statements Noted-—None deemed to be material.
Federal Awards

Internal Control over Major Programs:

s Material weakness identified—2013-1.
«  Reportable condition identified that are not considered to be material weakness—2013-2.

Type of Auditor’s Report [ssued on Compliance for Major Programs: Unmodified.

Any audit findings disclosed that are required to be reported in accordance with Section 501(a)
of Circular A-133 are reported in the following federal awards audit findings schedule.

Identification of Major Programs

CFDA Number: Name of Federal Program:
#10.760 Water and Waste Disposal Systems for Rural Communities

Dollar Threshold Used to Distinguish Between Type 4 and Type B Programs: $300,000.

Auditee Qualified as Low Risk Auditee: No.
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CITY OF RIGBY

Schedule of Expenditures of Federal Awards
For the year ended September 30,2013

Pass Through Entitlement/Grants

Federal Accrued Grant
CFDA and Loan
No. Disbursements

United States Department of Agriculture
Water and Waste Disposal Systems for Rural Communities 10.760 $ 677,190
United States Department of Commerce

Community Development Block Grant 14,228 138,999
United States Department of Transportation

Highway Planning and Construction 20,205 4,271

State and Community Highway Safety 20.600 4,992

Alcohol Traffic Safety and Drunk Driving Prevention 20.601 3,750

|(ﬁ
v =}
)
-
\|1\)

Total Expenditures 5

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

NOTE A BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the City of
Rigby and is presented on the modified accrual basis of accounting. The information in this schedule is presented
in accordance with the requirements of OMB Circular A-133. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the preparation of the basic financial statements.
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