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INTRODUCTORY SECTION



November 8, 2013

To the Honorable Mayor, Members of the Town Council, and Citizens of the Town of Snowflake:

I am pleased to submit the Comprehensive Annual Financial Report (CAFR) for the Town of Snowflake, Arizona (Town)
for the fiscal year ended June 30, 2013. The report was prepared in accordance with generally accepted accounting
principles (GAAP) and audited in accordance with generally accepted auditing standards by a licensed Certified Public
Accountant.

Management assumes full responsibility for the completeness and reliability of the information contained in this
report, based upon a comprehensive framework of internal control that has been established for this purpose.
Because the cost of internal control should not exceed anticipated benefits, the objective is to provide reasonable,
rather than absolute, assurance that the financial statements are free of any material misstatements.

Hinton Burdick, Certified Public Accountants, has issued an unqualified (“clean”) opinion on the Town of Snowflake’s
financial statements for the year ended June 30, 2013. The independent auditor’s report is located at the front of the
financial section of this report. The independent audit involved examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements: assessing the accounting principles used and significant
estimates made by management; and evaluating the overall financial statement presentation.

Management’s discussion and analysis (MD&A) immediately follows the independent auditor’s report and provides a
narrative introduction, overview, and analysis of the basic financial statements. MD&A complement this letter of
transmittal and should be read in conjunction with it.

Profile of the Government

The Town of Snowflake was incorporated in 1948, and is located in Northeastern Arizona. It currently occupies 27
square miles and serves a population estimated at 5,564. The Town of Snowflake is empowered by the citizens to
levy property taxes through a proper election, but as of today levies no property taxes, nor has ever levied a tax on
property. The Town is also empowered by state statute to extend its corporate limits by annexation, which it has done
from time to time.

The Town of Snowflake has operated under the council-manager form of government since 1986. Policy-making and
legislative authority are vested in a governing council (Council) consisting of the mayor and six other council
members, all elected on a non-partisan basis. The Council appoints the Town’s manager, who in turn appoints the
heads of various departments. Council members serve four-year terms, with three members elected every two years.
The mayor is directly elected to a four-year term.

The Town of Snowflake provides a full range of services, including police and fire protection; the construction and
maintenance of highways, streets and other infrastructure; and recreation and cultural activities. The Town operates
a water and sewer utility and a golf course.

The Council is required to adopt a tentative budget on or before the third Monday in July of each year. The Town
Council adopted the final budget for the fiscal year ending June 30, 2013, on July 24, 2012. The budget is prepared
by fund, and department. Department heads may transfer resources within a department as they see fit. Transfers
between departments, however, need special approval from the governing council.

Local Economy

Major industries located within the government’s boundaries or in close proximity include vegetable growers, pork
production, and electrical generation.



Unemployment has decreased slightly from 8.7% last year to 8.5% this year. The unemployment rate in the Town has
fluctuated from a low of 4.6% to its current rate of 8.5% during the past ten years.

During the past five years, the Town’s expenditures related to public safety have increased significantly. These
expenditures have risen in a large part to increased staffing and competitive wages.

Capital Projects

The major capital projects planned for the next year include minor road improvements, and a major flood control
project of approximately $2.3 million.

Long-term Financial Planning

The Town is currently working on projects that will enhance the value of the Town’s industrial area. These flood
control projects will be completed using a combination of Federal, State, and Local dollars. When completed a large
area of available land will become more attractive because the land will no longer be designated a flood prone area.
This enhanced area is projected to allow the expansion of existing businesses, bringing more jobs and dollars to the
community.

Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence in Financial
Reporting to the Town of Snowflake for its comprehensive annual financial report (CAFR) for the fiscal year ended
June 30, 2012. This was the seventh year that the Town of Snowflake has received this prestigious award. In order
to be awarded a Certificate of Achievement, the government had to publish an easily readable and efficiently
organized CAFR that satisfied both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current CAFR continues to meet
the Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to determine its eligibility
for another certificate.

The preparation of this report would not have been possible without the efficient and dedicated service of the entire
staff of the finance and administration department. | wish to express my appreciation to all members of the
department who assisted and contributed to the preparation of this report. Credit also must be given to the mayor
and the governing council for their unfailing support for maintaining the highest standards of professionalism in the
management of the Town of Snowflake’s finances.

Respectfully Submitted,
Brian Rictarnde

Brian Richards, CPA, CPFO
Finance Director
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Independent Auditors’ Report

Honorable Mayor and
Members of Town Council
Town of Snowflake, Arizona

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Town of Snowlfake,
Arizona, as of and for the year ended June 30, 2013, and the related notes to the financial statements,
which collectively comprise the Town’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 misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free 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
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to 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 statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Town of Snowflake, Arizona, as of June 30, 2013,
and the respective changes in financial position, and, where applicable, cash flows thereof and the
respective budgetary comparison for the General Fund and the Highway User Special Revenue Fund for
the year then ended in accordance with accounting principles generally accepted in the United States of
America.

CEDARCITY - FLAGSTAFF - HURRICANE - MESQUITE - PHOENIX - RICHFIELD - ST.GEORGE

www.hintonburdick.com



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and supplementary schedules on pages 10-18 and 52 be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial 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 opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Town of Snowflake, Arizona’s basic financial statements. The introductory section and
statistical section are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The introductory and statistical sections have 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 them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 8,
2013, on our consideration of the Town of Snowflake, Arizona’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the Town of
Snowflake, Arizona’s internal control over financial reporting and compliance.

HintonBurdick, PLLC
Flagstaff, Arizona
November 8, 2013



MANAGEMENT DISCUSSION AND ANALYSIS

As management of the Town of Snowflake, we offer readers of the Town of Snowflake’s financial statements this narrative
overview and analysis of the financial activities of the Town of Snowflake for the fiscal year ended June 30, 2013. We
encourage readers to consider the information presented here in conjunction with additional information in the notes to the
financial statements.

Financial Highlights

e The assets of the Town of Snowflake exceeded its liabilities at the close of the most recent fiscal year by
$14,314,283 (net position). Of this amount $1,626,264 (unrestricted net position) may be used to meet the
Town’s ongoing obligations to citizens and creditors.

e The Town of Snowflake’s total net position increased by $388,812 during the current fiscal year.

e Asof June 30, 2013, the Town’s governmental funds reported combined ending fund balances of $1,984,455, a
decrease of $532,842. Of the total ending fund balance, $1,598,451 is unassigned and available for spending at
the government’s discretion.

e Asof June 30, 2013, the total unassigned fund balance for the general fund was $1,598,451, or 33% of total
general fund expenditures ($4,823,174).

e Asof June 30, 2013, the Town’s proprietary funds reported combined total net position of $3,514,251.

e The Town’s long term debt decreased by $426,274 during the current fiscal year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Town of Snowflake’s basic financial statements.
The Town of Snowflake’s basic financial statements comprise three components: 1) government-wide financial statements,
2) fund financial statements, and 3) notes to the financial statements.

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

The Statement of Net Position presents information on all of the Town of Snowflake’s assets and liabilities, and deferred
inflows/outflows of resources, with the difference between the two reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the Town of Snowflake is
improving or deteriorating.

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

Both of the government-wide financial statements distinguish functions of the Town of Snowflake that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are intended to
recover all or a significant portion of their costs through user fees and charges (business-type activities). The governmental
activities of the Town of Snowflake include; general government, public safety, highways and streets, economic
development, library, and recreation and parks. The business-type activities of the Town of Snowflake include; a Water and
Sewer utility and a Golf Course operation.

The government-wide financial statements can be found on pages 22-23 of this report.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The Town of Snowflake, 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 Town of Snowflake can be divided into three categories; governmental funds, proprietary funds, and fiduciary funds.

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

Because the focus of governmental funds is narrower than that of the governmental-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 Town of Snowflake maintains two individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances for the general fund and the special revenue funds.

The Town of Snowflake adopts an annual appropriated budget for its general fund. A budgetary comparison statement has
been provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 24-28 of this report.

Proprietary funds. The Town of Snowflake maintains two proprietary funds. Both of these funds are enterprise funds.
Enterprise funds are used to report the same functions presented as business-type activities in the government-wide
financial statements. The Town of Snowflake uses enterprise funds to account for its Water and Sewer utilities and Golf
Course enterprise.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail.
The proprietary fund financial statements provide separate information for the Water and Sewer utility and Golf Course
enterprise, both of which are considered to be major funds of the Town of Snowflake.

The basic proprietary fund financial statements can be found on pages 29-31 of this report.

Notes to the Financial Statements. The notes provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes to the financial statements can be found
on pages 32-48 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report also presents require
supplementary information concerning the Town of Snowflake’s progress in funding its obligation to provide pension and
OPEB benefits to its employees. Required supplementary information can be found on page 52 of this report.

Government-wide Financial Analysis

As previously noted, net position may serve as a useful indicator of a government’s financial position over time. In the case
of the Town of Snowflake, assets exceeded liabilities by $14,314,283 at the close of the most recent fiscal year.

11



MANAGEMENT DISCUSSION AND ANALYSIS - continued

By far the largest portion of the Town of Snowflake’s net position (82 percent, $11,697,638) reflects its investment in

capital assets such as land, buildings, machinery, and equipment, less any related debt used to acquire those assets that
are still outstanding. The Town of Snowflake uses these capital assets to provide services to citizens; consequently, these
assets are not available for future spending. Although the Town of Snowflake’s investment in its capital assets is reported
net of related debt, it should be noted that the resources needed to repay this debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate these liabilities.

Town of Snowflake, Arizona

Net Position
June 30, 2013

Current and other assets
Capital assets

Total assets

Long-term liabilities
Other liabilities

Total liabilities

Invested in capital assets
net of related debt

Restricted
Unrestricted

Total net position

Governmental Business-type
Activities Activities Total

2013 2012 2013 2012 2013 2012
$ 2,201,430 $ 2,753,592 $ 1,025,921 $ 879,188 $ 3,227,351 $ 3,632,780
11,454,409 10,887,968 5,642,711 5,845,959 17,097,120 16,733,927
13,655,839 13,641,560 6,668,632 6,725,147 20,324,471 20,366,707
2,638,832 2,797,080 2,961,027 3,214,844 5,599,859 6,011,924
216,975 236,295 193,354 193,017 410,329 429,312
2,855,807 3,033,375 3,154,381 3,407,861 6,010,188 6,441,236
8,972,640 8,284,922 2,724,998 2,673,941 11,697,638 10,958,863
379,571 338,262 610,810 610,810 990,381 949,072
1,447,821 1,985,001 178,443 32,535 1,626,264 2,017,536
$ 10,800,032 $ 10,608,185 $ 3,514,251  $ 3,317,286 $ 14,314,283 $ 13,925,471

An additional portion of the Town of Snowflake’s net position, $990,381 (7 percent) represents resources that are subject
to external restrictions on how they may be used. The remaining balance of unrestricted net position ($1,626,264) may be
used to meet the Town’s ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the Town of Snowflake is able to report positive balances in all three categories of net
position, for the government as a whole, and positive balances in the three categories of net position for the government’s
separate business type activities.

The Town’s net position increased by $388,812 during the current fiscal year. This increase is a result of various capital

purchases during the year.
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MANAGEMENT DISCUSSION AND ANALYSIS - continued

Changes in Net Position for the year ended June 30, 2013 are as follows:

Revenues:

Program revenues:
Charges for services
Operating grants and
contributions
Capital grants and
contributions

General revenues:

Sales taxes

State shared sales taxes

Intergovernmental

Franchise taxes

Motor fuel taxes

Investment earnings

Vehicle license taxes

Other

Sales of capital assets
Total revenues

Expenses:
General government
Public safety
Highways and streets
Recreation and parks
Interest on long-term debt
Water and wastewater
Golf Course
Total expenses

Increase (decrease) in
net position before
transfers

Transfers

Change in net position
Net position 06/30/2012
Prior Period Adjustment
Net position 06/30/2013

Town of Snowflake
Changes in Net Position
June 30, 2013

Governmental Business-type
Activities Activities Total
2013 2012 2013 2012 2013 2012

$ 1,226,838 $ 1,019,622 $1,851,016 $1,748573 $ 3,077,854 $ 2,768,195
1,392 113,540 - - 1,392 113,540
651,551 806,026 - - 651,551 806,026
1,039,145 1,060,338 - - 1,039,145 1,060,338
457,552 436,804 - - 457,552 436,804
623,291 471,801 - - 623,291 471,801
123,360 130,017 - - 123,360 130,017
614,387 560,452 - - 614,387 560,452
2,918 2,780 4,381 2,780 7,299 5,560
274,622 291,394 - - 274,622 291,394
44,305 154,198 - - 44,305 154,198
5,059,361 5,046,972 1,855,397 1,751,353 6,914,758 6,798,325
1,206,701 1,061,303 - - 1,206,701 1,061,303
2,122,500 1,872,380 - - 2,122,500 1,872,380
722,752 620,565 - - 722,752 620,565
480,047 540,833 - - 480,047 540,833
120,376 127,256 - - 120,376 127,256
- - 1,251,985 1,195,945 1,251,985 1,195,945
- - 621,585 617,653 621,585 617,653
4,652,376 4,222,337 1,873,570 " 1,813,598 6,525,946 6,035,935
406,985 824,635 (18,173) (62,245) 388,812 762,390

(215,138) (93,206) 215,138 93,206 - -
191,847 731,429 196,965 30,961 388,812 762,390
10,658,877 9,927,448 3,317,286 3,286,325 13,976,163 13,213,773

(50,692) - - - (50,692) -
$10,800,032 $10,658,877 $3,514,251 $3,317,286 $14,314,283 $13,976,163
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MANAGEMENT DISCUSSION AND ANALYSIS - continued

Governmental activities - Governmental activities increased the Town’s net position by 191,847, thereby accounting for 49
percent of the increase in net position of the Town of Snowflake. Key elements of this increase are as follows:

Charges for services increased by $207,216 (20 percent) during the year.
Intergovernmental revenues increased by $151,490 (32 percent) during the year.
Motor fuel taxes increased by $53,935 (10 percent) during the year.

Total governmental expenses increased by $430,039 (10 percent) during the year.

Business-type activities — Business-type activities increased the Town of Snowflake’s net position by 196,965. The main
factor of the net position increase in business-type activities is:

e Business type revenues were higher by $102,443 (6 percent). Mainly due to a water rate increase.
e Transfers from other funds were higher by $121,932 (131 percent).

Expenses and Program Revenues - Governmental Activities

M Expenses

$2,300,000
$2,200,000
$2,100,000
$2,000,000
$1,900,000
$1,800,000
$1,700,000
$1,600,000
$1,500,000
$1,400,000
$1,300,000
$1,200,000
$1,100,000
$1,000,000
$900,000
$800,000 $722,752
$700,000
$600,000
$500,000
$400,000
2288:888 $100,424 $120,376
$100,000 50
$' T T T T 1
General Public safety Highways and Recreation and Interest on long-
government streets parks term debt

$2,122,500 M Program revenues

$1,326,271

51,206,701

$614,387

$453,086 $480,047
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MANAGEMENT DISCUSSION AND ANALYSIS - continued

Revenues by Source - Governmental Activities

Franchise taxes, Vehicle license taxes,
$123,360, 3% $274,622, 5%
\ / Other, $47,223, 1%
Intergovernmental /

revenues, $623,291, 12%/
State shared sales/

taxes, $457,552, 9%

Charges for services,
$1,226,838, 24%

Operating grants,
/_$615,779 , 12%

Sales taxes, $1,039,145,'21%

Capital grants,
$651,551, 13%

Expenses and Program Revenues - Business-type Activities

$1,600,000 $1,496,251

$1,400,000
$1,251,985

$1,200,000

$1,000,000

$800,000 M Expenses

$621,585

$600,000
$354,765

$400,000

$200,000

S' T 1

Water and Wastewater Golf Course Fund
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MANAGEMENT DISCUSSION AND ANALYSIS - continued

Revenues by Source - Business-type Activities

Charges for Services

$354,765, 19%

$1,496,251, 81%

= Utility Fund Revenue = Golf Course Revenue

Financial Analysis of the Government’s Funds

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

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

As of the end of the current fiscal year, the Town of Snowflake’s governmental funds reported combined ending fund
balances of $1,984,455, a decrease of 21 percent in comparison with the prior year. Approximately 81 percent constitutes
unassigned fund balance, which is available for spending at the government’s discretion. The remainder of fund balance is
reserved to indicate that it is not available for new spending because it has already been committed to pay debt service
($213,564), for highways and streets ($166,007), and prepaid items ($6,433).

The general fund is the chief operating fund of the Town of Snowflake. At the end of the current fiscal year, unassigned
fund balance of the general fund was $1,598,451, while total fund balance reached was $1,978,262. As a measure of the
general fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund balance to total fund
expenditures. Unassigned fund balance represents 33 percent of total general fund expenditures ($4,823,174), while total
fund balance represents 41 percent of that same amount.
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MANAGEMENT DISCUSSION AND ANALYSIS - continued

The fund balance of the Town of Snowflake’s general fund decreased by $574,151 during the current fiscal year. Key
factors relating to this decrease are as follows:

e Capital expenditures increased by $194,197 (23 percent) during the year.
e General governmental expenses increased by $189,262 (21 percent) during the year.

The fund balance for the Highway User Revenue Fund increased by $41,309 to $201,046.

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

Unrestricted net position of the Utility fund at the end of the year amounted to $223,880, and unrestricted net position of
the Golf Course fund was $(45,437). Other factors concerning the finances of these two funds have already been
addressed in the discussion of the Town of Snowflake’s business-type activities.

General Fund Budgetary Highlights

The overall general fund budget decreased by 5% from the prior year due to the overall decrease in anticipated revenues
and the economic environment in which the Town operates.

General Fund Budgetary Variances

Intergovernmental Revenues received are significantly less than budgeted because of capital grant related revenues were
not awarded in the budgeted fiscal year.

Capital Asset and Debt Administration
Capital Assets. The Town of Snowflake’s investment in capital assets for its governmental and business type activities as of
June 30, 2013, amounts to $17,097,120 (net of accumulated depreciation). This investment in capital assets includes

land, buildings, machinery and equipment, and infrastructure. The total net Increase in the Town of Snowflake’s investment
in capital assets for the current fiscal year was $363,193.

Town of Snowflake's Capital Assets

(net of depreciation)
Governmental Business-type
Activities Activities Total
2013 2012 2013 2012 2013 2012
Land $ 530,743 $ 530,743 $1,783,317 $1,783,317 $ 2,314,060 $ 2,314,060
Construction in Progress 1,670,566 1,118,967 - - 1,670,566 1,118,967
Buildings and improvements 2,601,869 2,676,707 3,119,591 3,304,176 5,721,460 5,980,883
Machinery and equipment 1,442,758 1,098,907 739,803 758,466 2,182,561 1,857,373
Infrastructure 5,208,473 5,462,644 - - 5,208,473 5,462,644
Total $11,454,409 $10,887,968 $5,642,711 $5,845,959 $17,097,120 $16,733,927

Additional information on the Town of Snowflake’s capital assets can be found in note IV on pages 42-43 of this report.



MANAGEMENT DISCUSSION AND ANALYSIS - continued

Long-term debt. At the end of the current fiscal year, the Town of Snowflake had total debt outstanding of $5,821,756.
The entire debt amount is secured solely by specified revenue sources (i.e. revenue bonds).

Town of Snowflake's Outstanding Debt
General Obligation and Revenue Bonds

Governmental Business-type
Activities Activities Total
2013 2012 2013 2012 2013 2012
General obligation bonds $ - $ - $ - $ - $ - $
Revenue bonds 2,481,769 2,653,738 2,917,713 3,172,018 5,399,482 5,825,756
Total $ 2,481,769 $ 2,653,738 $2,917,713 $3,172,018 $ 5,399,482 $ 5,825,756

The Town of Snowflake's total debt decreased by $426,274 during the year, this decrease is attributed to principal paid
during the year. The Town maintains an investment grade rating from Standard and Poor’s of A.

State statutes limit the amount of general obligation debt a governmental entity may issue. The debt limitations imposed
on the Town by State statute are six percent and twenty percent of outstanding assessed valuation. The Town’s available
debt margin at June 30, 2013 is $1.9 million at 6 percent and $6.34 million at 20 percent.

Additional information on the Town of Snowflake’s long-term debt can be found in note IV on pages 43-45 of
this report.

Economic Factors and Next Year’s Budgets and Rates

The unemployment rate for the Town of Snowflake is currently around 8.5 percent. Inflationary trends in the region
compare favorably to national indices. Sales taxes have declined in the recent year due to a general economic downturn,
and decreased residential new home construction.

All of these factors were considered in preparing the Town of Snowflake’s budget for the 2014 fiscal year.
Requests for Information

This financial report is designed to provide a general overview of the Town of Snowflake’s finances for all those with an
interest in the government’s finances. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to the following address:

Finance Department

Town of Snowflake

Brian Richards, Finance Director
81 W. 1st St. South

Snowflake, AZ 85937

Telephone: 928-536-7103 ext. 254
Fax: 928-536-2539
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Town of Snowflake, Arizona

Statement of Net Position
June 30, 2013

Assets
Cash and cash equivalents

Accounts receivable, (net of allowance

for uncollectables)
Inventories
Prepaids
Restricted assets:
Temporarily restricted:
Cash
Investments

Capital assets not being depreciated:

Land
Construction In progress
Depreciable, net
Total Assets

Liabilities

Accounts payable

Accrued liabilities

Interest payable

Deposits payable

Non-current liabilities:

Due within one year:
Bonds payable
Compensated absences

Due in more than one year:
Bonds payable
Compensated absences

Total Liabilities

Net Position
Net investment in capital assets
Restricted for:
Highways and streets
Debt service
Unrestricted

Total Net Position

Governmental Business-type

Activities Activities Total
1,708,660 204,338 $ 1,912,998
272,773 196,996 469,769
- 13,777 13,777
6,433 - 6,433
- 454,374 454,374
213,564 156,436 370,000
530,743 1,783,317 2,314,060
1,670,566 - 1,670,566
9,253,100 3,859,394 13,112,494
13,655,839 6,668,632 $ 20,324,471
84,812 98,908 $ 183,720
71,975 16,126 88,101
60,188 59,375 119,563
- 18,945 18,945
176,500 260,475 436,975
62,825 17,325 80,150
2,305,269 2,657,238 4,962,507
94,238 25,989 120,227
2,855,807 3,154,381 6,010,188
8,972,640 2,724,998 11,697,638
166,007 - 166,007
213,564 610,810 824,374
1,447,821 178,443 1,626,264
10,800,032 3,514,251 $ 14,314,283

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




Town of Snowflake, Arizona

Statement of Activities

Year Ended June 30, 2013

Functions/Programs
Primary government:
Governmental activities:
General government
Public safety
Highways and streets
Recreation and parks
Interest on long-term debt
Total governmental activities

Business-type activities:
Water and wastewater
Golf course
Total business-type activities
Total primary government:

Program Revenues

Net (Expenses) Revenues and Changes
in Net Position

Operating Capital Primary Government
Charges Grants and Grants and Governmental Business-Type
Expenses for Services Contributions Contributions Activities Activities Total
$ 1,206,701 $ 165,662 $ - $ 287,424 $ (753,615 $ - $ (753,615)
2,122,500 960,752 1,392 364,127 (796,229 - (796,229)
722,752 - 614,387 - (108,365 - (108,365)
480,047 100,424 - - (379,623 - (379,623)
120,376 - - - (120,376 - (120,376)
4,652,376 1,226,838 615,779 651,551 (2,158,208 - (2,158,208)
1,251,985 1,496,251 - - - 244,266 244,266
621,585 354,765 - - - (266,820) (266,820)
1,873,570 1,851,016 - - - (22,554) (22,554)
$ 6,525,946 $ 3,077,854 $ 615,779 $ 651,551 $ (2,158,208) $ (22,554) $ (2,180,762)
General revenues
Sales taxes $ 1,039,145 $ - $ 1,039,145
State shared sales taxes 457,552 - 457,552
Franchise taxes 123,360 - 123,360
Vehicle license taxes 274,622 - 274,622
Intergovernmental revenues 623,291 - 623,291
Investment earnings 2,918 4,381 7,299
Miscellaneous 44,305 - 44,305
Transfers (215,138) 215,138 -
Total general revenues, contributions
and transfers 2,350,055 219,519 2,569,574
Change in net position 191,847 196,965 388,812
Net position - beginning 10,658,877 3,317,286 13,976,163
Prior period adjustment (50,692) - (50,692)
Net position - ending $ 10,800,032 $ 3,514,251 $ 14,314,283

The notes to the financial statements are an integral part of this statement.
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Town of Snowflake, Arizona
Balance Sheet

Governmental Funds
June 30, 2013

Total
Highway Governmental
General User Revenue Funds
Assets
Cash and cash equivalents $ 1,581,764 $ 126,896 $ 1,708,660
Receivables (net of allowance for
uncollectibles) 211,540 61,233 272,773
Prepaids 6,433 - 6,433
Restricted assets:
Temporarily restricted:
Investments - US Bank 178,525 35,039 213,564
Total assets 1,978,262 223,168 2,201,430
Liabilities
Accounts payable 71,429 13,383 84,812
Accrued liabilities 69,783 2,192 71,975
Interest payable 53,641 6,547 60,188
Total liabilities 194,853 22,122 216,975
Fund Balances
Nonspendable:
Prepaid dues 6,433 - 6,433
Restricted for:
Highways and streets - 166,007 166,007
Debt service 178,525 35,039 213,564
Unassigned: 1,598,451 - 1,598,451
Total fund balances (deficits) 1,783,409 201,046 1,984,455
Total liabilities and fund balances $ 1,978,262 $ 223,168
Amounts reported for governmental activities in the statement of net position
are different because:
Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds. 11,454,409
Long term liabilities, including bonds payable, are not due and payable
in the current period and therefore are not reported in the funds. (2,638,832)

Net positon of governmental activities

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

$ 10,800,032
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Town of Snowflake, Arizona

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds

Year Ended June 30, 2013

Revenues

Taxes:

Local sales tax

Franchise tax
Intergovernmental
Permits and fees
Charges for services
Interest
Miscellaneous

Total revenues

Expenditures
Current:

General government

Public safety

Highways and streets

Recreation, parks, and cemetery
Debt service:

Principal

Interest
Capital outlay:

Highways and streets

General government

Recreation, parks, and cemetery

Public safety

Total expenditures

Excess (deficiency) of revenues
over expenditures

Other financing sources (uses)

Transfers in
Transfers (out)
Total other financing sources (uses)

Net change in fund balance
Fund balance - beginning

Fund balance - ending

Total
Highway Governmental
General User Revenue Funds

$ 1,039,145 $ - 1,039,145
123,360 - 123,360
2,008,408 614,387 2,622,795
31,143 - 31,143
1,195,695 - 1,195,695
2,105 813 2,918
44,305 - 44,305
4,444,161 615,200 5,059,361
1,100,970 - 1,100,970
1,952,548 - 1,952,548

- 419,911 419,911
474,147 - 474,147
151,133 20,836 171,969
107,282 13,094 120,376

- 100,050 100,050
601,629 - 601,629
9,984 - 9,984
425,481 - 425,481
4,823,174 553,891 5,377,065
(379,013) 61,309 (317,704)
100,000 - 100,000
(295,138) (20,000) (315,138)
(195,138) (20,000) (215,138)
(574,151) 41,309 (5632,842)
2,357,560 159,737 2,517,297
$ 1,783,409 $ 201,046 1,984,455

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



Town of Snowflake, Arizona
Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Governmental Funds
To the Statement of Activities
Year Ended June 30, 2013

Amounts reported for governmental activities in the statement of activities
are different because:

Net change in fund balances - total governmental funds $

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is allocated over their estimated useful lives as
depreciation expense.

Expenditures for capital assets 1,137,144
Less current year depreciation (570,703)

Some expenses reported in the statement of activities do not
require the use of current financial resources and therefore
are not reported as expendtures in governmental funds.

Accrual of long-term compensated absences

The issuance of long term debt provides current financial
resources to governmental funds, while the repayment of the
principal of long term debt consumes the current financial
resources of governmental funds. Neither transaction, however
has any effect on net assets.

Repayment of principal on long-term debt

(532,842)

566,441

(13,721)

171,969

Change in net position of governmental activities $

191,847

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

26



Town of Snowflake, Arizona
Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual
General Fund
Year Ended June 30, 2013

Budgeted Amounts
Variance With
Original Final Actual (Negative)
Revenues
Local sales tax $ 1,000,000 $ 1,000,000 $ 1,039,145 $ 39,145
Franchise tax 125,500 125,500 123,360 (2,140)
Intergovernmental 4,700,275 4,700,275 2,008,408 (2,691,867)
Permits and fees 18,000 18,000 31,143 13,143
Charges for services 1,103,355 1,103,355 1,195,695 92,340
Interest 2,500 2,500 2,105 (395)
Miscellaneous and contingencies 341,500 341,500 44,305 (297,195)
Total revenues 7,291,130 7,291,130 4,444 161 (2,846,969)
Expenditures
Current
Mayor and council 31,500 31,500 30,465 1,035
Administration 346,250 346,250 336,347 9,903
Town clerk 84,900 84,900 76,389 8,511
Magistrate court 5,200 5,200 4,754 446
Police 1,741,900 1,741,900 1,741,603 297
Fire 348,775 748,775 748,190 585
Building maintenance 257,900 257,900 243,535 14,365
Planning 67,225 67,225 64,227 2,998
Library 159,780 159,780 157,953 1,827
Recreation, parks, and cemetery 446,700 446,700 446,128 572
Community Improvement 3,270,000 2,680,000 601,628 2,078,372
Attorney/Engineer 30,000 220,000 199,267 20,733
Pool 60,600 60,600 52,574 8,026
Other - promotion/contingencies 328,460 328,460 120,114 208,346
Total expenditures 7,179,190 7,179,190 4,823,174 2,356,016
Excess (deficiency) of revenues
over expenditures 111,940 111,940 (379,013) (490,953)
Other financing sources (uses)
Transfers in 100,000 100,000 100,000 -
Transfers (out) (188,650) (188,650) (295,138) (106,488)
Total other financing sources (uses) (88,650) (88,650) (195,138) (106,488)
Net change in fund balance 23,290 23,290 (574,151) (597,441)
Fund balance - beginning 2,357,560 2,357,560 2,357,560 -
Fund balance - ending $ 2,380,850 $ 2,380,850 $ 1,783,409 $ (597,441)

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



Town of Snowflake, Arizona

Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual

Highway User Revenue Fund
Year Ended June 30, 2013

Revenues
Intergovernmental
Highway user revenue
Grants
Interest
Contingency
Total revenues

Expenditures
Current

Highways and streets
Capital outlay
Total expenditures

Excess (deficiency) of revenues
over expenditures

Other financing sources (uses)

Transfers out
Total other financing sources (uses)

Net change in fund balances
Fund balance - beginning

Fund balance - ending

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

Budgeted Amounts
Variance With
Original Final Actual Final Budget
$ 639,500 $ 639,500 $ 614,387 $ (25,113)
140,000 140,000 - (140,000)
- - 813 813
200,000 200,000 - (200,000)
979,500 979,500 615,200 (364,300)
859,500 859,500 453,841 405,659
100,000 100,000 100,050 (50)
959,500 959,500 553,891 405,609
20,000 20,000 61,309 41,309
(20,000) (20,000) (20,000) -
(20,000) (20,000) (20,000) -
. - 41,309 41,309
159,737 159,737 159,737 -
$ 159,737 $ 159,737 $ 201,046 $ 41,309
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Town of Snowflake, Arizona
Statement of Net Position

Proprietary Funds
June 30, 2013

Business-type Activities - Enterprise Funds

Utility Golf Course
Fund Fund Totals
Assets
Current assets
Cash and cash equivalents 204,338 - 204,338
Accounts receivable, (net of allowance
for uncollectable) 192,935 4,061 196,996
Inventories - 13,777 13,777
Total current assets 397,273 17,838 415,111
Non-current assets
Restricted cash 454,374 - 454,374
Restricted investments 65,268 91,168 156,436
Total restricted assets 519,642 91,168 610,810
Capital Assets
Land 28,911 1,754,406 1,783,317
Buildings and improvements 6,566,957 617,000 7,183,957
Machinery and equipment 888,818 394,049 1,282,867
Less: accumulated depreciation (3,921,609) (685,821) (4,607,430)
Total capital assets (net of
accumulated depreciation) 3,563,077 2,079,634 5,642,711
Total non-current assets 4,082,719 2,170,802 6,253,521
Total assets 4,479,992 2,188,640 6,668,632
Liabilities
Current Liabilities
Accounts payable 73,202 25,706 98,908
Accrued liabilities 11,653 4,473 16,126
Interest payable 42,340 17,035 59,375
Deposits payable 18,945 - 18,945
Compensated absences 10,901 6,424 17,325
Bonds and contracts payable 204,095 56,380 260,475
Total current liabilities 361,136 110,018 471,154
Long-term liabilities
Bonds and contracts payable (net) 2,021,163 636,075 2,657,238
Compensated absences 16,352 9,637 25,989
Total long-term liabilities 2,037,515 645,712 2,683,227
Total liabilities 2,398,651 755,730 3,154,381
Net Position
Net investment in capital assets 1,337,819 1,387,179 2,724,998
Restricted for debt service 519,642 91,168 610,810
Unrestricted 223,880 (45,437) 178,443
Total net position $ 2,081,341 1,432,910 3,514,251

The notes to the financial statements are an integral part of this statement.
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Town of Snowflake, Arizona
Statement of Revenues, Expenses, and Changes in Net Position

Proprietary Funds
Year Ended June 30, 2013

Business-type Activities - Enterprise Funds

Utility Golf Course
Fund Fund Totals
Operating revenues:
Charges for sales and services:
Metered water sales $ 802,011 $ - $ 802,011
Sewer service charges 625,650 - 625,650
Water connect fees 800 - 800
Other fines and fees 67,790 - 67,790
Green fees - 96,083 96,083
Cart fees - 108,435 108,435
Membership dues - 53,156 53,156
Other charges and fees - 97,091 97,091
Total operating revenues 1,496,251 354,765 1,851,016
Operating expenses:
Cost of sales and services 635,076 285,059 920,135
Administration 359,023 266,414 625,437
Depreciation 173,206 36,042 209,248
Total operating expenses 1,167,305 587,515 1,754,820
Operating income (loss) 328,946 (232,750) 96,196
Non-operating revenues (expenses):
Investment earnings 4,381 - 4,381
Interest expense (84,680) (34,070) (118,750)
Total non-operating revenues
(expenses) (80,299) (34,070) (114,369)
Income (loss) before
contributions and transfers 248,647 (266,820) (18,173)
Transfers in - 295,138 295,138
Transfers out (80,000) - (80,000)
Change in net position 168,647 28,318 196,965
Total net position - beginning of year 1,912,694 1,404,592 3,317,286
Total net position - end of year $ 2,081,341 $ 1,432,910 $ 3,514,251

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



Town of Snowflake, Arizona
Statement of Cash Flows
Proprietary Funds
Year Ended June 30, 2013

Business-type Activities - Enterprise Funds

Utility Golf Course
Fund Fund Total
Cash flows from operating activities:
Cash received from customers $ 1,474,573 $ 353,301 $ 1,827,874
Cash paid to suppliers for goods and services (636,198) (281,884) (918,082)
Cash payments to employees for services (356,215) (272,269) (628,484)
Net cash provided (used) by operating activities 482,160 (200,852) 281,308
Cash flows from non-capital financing activities:
Transfers to other funds (80,000) - (80,000)
Transfers from other funds - 295,138 295,138
Net cash provided (used) by non-capital financing activities (80,000) 295,138 215,138
Cash flows from capital and related financing activities:
Principal paid on bonds (200,088) (54,217) (254,305)
Interest paid on bonds (84,680) (34,070) (118,750)
Acquisition of capital assets - (6,000) (6,000)
Net cash used for capital and related financing activities (284,768) (94,287) (379,055)
Cash flows from investing activities:
Interest received 4,381 - 4,381
Net cash provided by investing activities 4,381 - 4,381
Net increase (decrease) in cash and cash equivalents 121,773 - 121,773
Cash and cash equivalents beginning of year,
including restricted cash and cash equivalents 536,939 - 536,939
Cash and cash equivalents end of year
including restricted cash and cash equivalents $ 658,712 $ - $ 658,712
Reconciliation of operating income to net cash provided
by (used by) operating activities:
Operating income (loss) $ 328,946 $ (232,750) $ 96,196
Adjustments to reconcile operating income (loss)
to net cash provided by operating activities:
Depreciation 173,206 36,042 209,248
(Increase) decrease in accounts receivable (22,354) (1,464) (23,818)
(Increase) decrease in inventories - (1,141) (1,141)
Increase (decrease) in accounts payable (1,122) 4,316 3,194
Increase (decrease) in accrued liabilities 2,808 (5,855) (3,047)
Increase (decrease) in customer deposits 675 - 675
Total adjustments 153,213 31,898 185,111
Net cash provided (used) by operating activities $ 482,159 $ (200,852) $ 281,307

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



I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Description of government-wide financial statements

The government-wide financial statements (i.e., the statement of net position and the statement of activities) report
information on all of the non-fiduciary activities of the primary government and its component units. All fiduciary activities
are reported only in the fund financial statements. Governmental activities, which normally are supported by taxes,
intergovernmental revenues, and other non-exchange transactions, are reported separately from business-type activities,
which rely to a significant extent on fees and charges to external customers for support. Likewise, the primary
government is reported separately from certain legally separate component units for which the primary government is
financially accountable.

Financial Reporting Entity

The Town of Snowflake, Arizona (Town) was incorporated on August 2, 1948, under the provisions of the State of Arizona.
The Town operates under a Council-Manager form of government and provides the following services: public safety,
streets, water, sewer, planning, zoning, recreation, parks, golf, library, and general administrative services.

The accounting policies of the Town conform to generally accepted accounting principles (GAAP) as applicable to
governments. The Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
establishing governmental accounting and financial reporting standards.

The accompanying financial statements include the Town of Snowflake, which is the primary government. There are no
blended component units or discretely presented component units.

Basic Financial Statements

The accompanying financial statements include both Government-wide financial statements and Fund financial
statements. Government-wide financial statements are prepared using the accrual basis of accounting and the
economic resources measurement focus. Government-wide financial statements do not provide information by fund.
Significantly, the Town’s statement of net position includes both non-current assets and non-current liabilities of the
Town.

Government-wide financial statements

Basic financial statements are presented at both the government-wide and fund financial level. Both levels of
statements categorize primary activities as either governmental or business-type. The government-wide statements
include the Statement of Net Position, and the Statement of Activities. Governmental activities which normally are
supported by taxes and intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on user fees and user charges for support.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or segment, are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment.
Program revenues include 1.) Charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment and, 2.) Grants and contributions that, are restricted to
meeting the operational or capital requirements of a particular function or segment. Taxes and other items not properly
included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, and proprietary funds. Major individual

governmental funds and major individual enterprise funds are reported as separate columns in the fund financial
statements. Inter-fund services provided and used are not eliminated in the process of consolidation.
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Fund financial statements

Fund financial statements display information at the individual fund level. Each fund is considered to be a separate
accounting entity. Funds are classified and summarized as governmental or proprietary. Major individual governmental
funds and major individual enterprise funds are reported as separate columns in the fund financial statements.

The following fund categories are used by the Town:

Governmental Funds:

Governmental Funds are those through which most of the governmental functions of the Town are financed. The
measurement focus is based upon determination of changes in financial position rather than upon net income
determination.

The General Fund is the primary operating fund of the Town. It is used to account for all financial resources except those
required to be accounted for in another fund. The General Fund will always be considered a major fund in the basic
financial statements.

Special Revenue Funds are used to account for the proceeds of specific revenue sources (other than special
assessments or major capital projects) that are legally restricted to expenditures for specified purposes. There is one
special revenue fund that is presented in the basic financial statements.

The Highway User Revenue Fund accounts for the revenue and expenditures related to maintenance, construction, and
repair of Town streets and right of ways. This fund receives taxes on gasoline from the State and is restricted for
authorized transportation purposes.

Proprietary Funds:

Proprietary Funds are used to account for the Town’s ongoing activities which are similar to those found in the private
sector. The measurement focus is based upon determination of net income, changes in net position, financial position,
and cash flows.

The Utility Fund accounts for the revenues and expenses related to the operation of the Town’s water and wastewater
system.

The Golf Course Fund accounts for the revenues and expenses related to the operation of the Town’s golf course.
Measurement Focus and basis of accounting

Measurement Focus

The government-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting, as are the proprietary fund financial statements. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the grantor have been met.

The governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the current period or soon enough thereafter to
pay liabilities of the current period. For this purpose, the government considers revenues to be available if they are
collected within 45 days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures related to
compensated absences and claims and judgments, are recorded only when payment is due.

City sales taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered to be

susceptible to accrual and so have been recognized as revenues of the current period. All other revenue items are
considered to be measurable and available only when cash is received by the government.
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Measurement Focus - continued

The Town uses funds to report its financial position and the results of its operations. Fund accounting segregates funds
according to their intended purpose and is designed to demonstrate legal compliance and to aid financial management
by segregating transactions related to certain governmental functions or activities. A fund is a separate accounting entity
with a self-balancing set of accounts, which includes assets, liabilities, fund equity, revenues and
expenditures/expenses.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or privileges
provided, 2) operating grants and contributions, and 3) capital grants and contributions. Internally dedicated resources
are reported as general revenues rather than as program revenues. Likewise, general revenues include all taxes.

When both restricted and unrestricted resources are available for use, it is the government’s policy to use restricted
resources first, then unrestricted resources as they are needed.

Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.
Governmental funds are accounted for using a current financial resources measurement focus whereby only current
assets and current liabilities are generally included on the balance sheet. Operating statements present increases (i.e.,
revenues and other financing sources) and decreases (i.e., expenditures and other financing uses) in net current assets.

Proprietary funds are accounted for on a flow of economic resources measurement focus whereby all assets and
liabilities associated with the operation of these funds are included on the balance sheet. Operating statements present
increases (i.e., revenues) and decreases (i.e., expenses) in net total assets.

The modified accrual basis of accounting is used by governmental funds. Revenues are recognized when they become
both measurable and available. Measurable means the amount of the transaction can be determined and available
means collectible within the current period, or soon thereafter, to be used to pay liabilities of the current period. The
Town considers revenues to be available if they are collected within 45 days after the end of the period.

Expenditures are recorded when the related fund liability is incurred. Principal and interest on general long-term debt are
recorded as fund liabilities when due. Revenues susceptible to accrual include sales taxes, highway user revenues,
vehicle license taxes, and interest.

The accrual basis of accounting is followed for all enterprise funds. Revenues are recognized in the accounting period in
which they are earned and become measurable, and expenses are recognized when incurred.

Enterprise funds distinguish operating revenues and expenses from non-operating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with the fund’s
principal ongoing operations. Operating expenses for enterprise funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as non-operating items.
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I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Assets, Liabilities, deferred outflows/inflows of resources, and net position/fund balance
Deposits and Investments

The Town’s cash and cash equivalents are considered to be cash on hand, demand deposits and short-term investments
with original maturities of three months or less from the date of acquisition.

State statutes authorize the Town to invest in the State’s Local Government Investment Pool, in obligations of the U.S.
Treasury, commercial paper and repurchase agreements.

For purposes of the statement of cash flows, the Town considers cash and cash equivalents including restricted cash and
cash equivalents, to be currency on hand, demand deposits with banks, amounts included in pooled cash and
investment accounts and liquid investments with a maturity of three months or less when purchased. Cash and cash
equivalents are included in both restricted as well as unrestricted assets.

Receivables and Payables

Activities between funds that are representative of lending/borrowing arrangements outstanding at the end of the fiscal
year are referred to as due to/from other funds (i.e., the current portion of inter-fund loans). Any residual balances
outstanding between the governmental activities and business-type activities are reported in the government-wide
financial statements as “internal balances.”

Accounts receivable and taxes receivable, are shown net of an allowance for uncollectible accounts.
Inventory and Prepaid Items

Inventory is valued at cost, and consists of expendable supplies held for consumption and is charged to expenditure
accounts as consumed.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as prepaid items in
both government-wide and fund financial statements.

Restricted Assets

Certain debt proceeds of the Town’s bonds, as well as certain resources set aside for their repayment, are classified as
restricted on the balance sheet, or statement of net position, because they are maintained in separate accounts and
their use is limited by applicable debt covenants.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges, sidewalks, and
similar items) are reported in the applicable governmental or business-type activities columns in the government-wide
financial statements. Capital assets are defined by the government as assets with an initial, individual cost of more than
$5,000 and an estimated useful life in excess of two years. Such assets are recorded at historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend its life, are not
capitalized. Major improvements are capitalized and depreciated over the remaining useful lives of the related capital
assets.
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. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Capital Assets - continued

Property, plant, equipment, and infrastructure is depreciated using the straight-line method over the following estimated
useful lives:

Assets Useful life (years)
Buildings 20-40
Improvements 10-20
Equipment 5-25
Infrastructure 20-40

Deferred outflows/inflows of resources

In additions to assets, the statement of financial position will sometimes report a separate section for deferred outflows
of resources. This separate financial statement element, deferred outflows of resources, represents a consumption of
net position that applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then. Currently, the Town does not have any items that qualify for reporting in this category.
In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred inflows
of resources. This separate financial statement element, deferred inflows of resources, represents an acquisition of net
position that applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) until that time.
Currently, The Town does not have any items that qualify for reporting in this category.

Net Assets and Fund Equity

When both restricted and unrestricted resources are available for use, it is the Town’s policy to use restricted resources
first, then unrestricted resources as they are needed. When both committed, assigned, or unassigned resources are
available for use, it is the City’s policy to use committed resources first, followed by assigned resources and then
unassigned resources as they are needed.

Equity is classified in the government-wide financial statements and in the proprietary fund financial statements as net
assets and is displayed in three components as follows:

Invested in capital assets, net of related debt represents capital assets, net of accumulated depreciation and reduced by
the outstanding balances of any long-term debt attributable to the acquisition, construction, or improvement of those
assets.

Restricted net assets are net assets with constraints placed on the use either by (1) external groups such as creditors,
grantors, contributors, or laws or regulations of other governments; or (2) law through constitutional provisions or
enabling legislation.

Unrestricted net assets are all other net assets that do not meet the definition of “restricted” or “invested in capital
assets, net of related debt.”

Equity is classified in the governmental fund financial statements as fund balance and is further classified as non-
spendable, restricted, committed, assigned or unassigned as follows:

Non-spendable fund balance cannot be spent because it is either (1) not in spendable form, or (2) legally or contractually
required to be maintained intact.

Restricted fund balance is fund balance with constraints placed on the use either by (1) external groups such as

creditors, grantors, contributors, or laws or regulations of other governments; or (2) law through constitutional provisions
or enabling legislation.
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. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
Net Assets and Fund Equity - continued

Committed fund balance can only be used for specific purposes pursuant to constraints imposed by formal action of the
government’s highest level of decision making authority, the Town Council. A resolution by the Town Council is required to
establish, modify or rescind a fund balance commitment.

Assigned fund balance is constrained by the government’s intent to be used for specific purposes, but are neither
restricted nor committed. The City Manager is authorized to assign amounts to a specific purpose in accordance with the
Town’s budget policy.

Unassigned fund balance is a residual classification of the General Fund. This classification represents fund balance that
has not been assigned to other funds and that has not been restricted, committed, or assigned to a specific purpose
within the General Fund.

Revenues and expenditures/expenses
Program revenues

Amounts Reported as program revenues include 1) charges to customers or applicants who purchase, use, or directly
benefit form goods, services, or privileges provided by a given function or segment and 2) grants and contributions
(including special assessments) that are restricted to meeting the operational or capital requirements of a particular
function or segment. All taxes, including those dedicated for specific purposes, and other internally dedicated resources
are reported as general revenues rather than as program revenues.

Compensated Absences

It is the Town’s policy to permit employees to accumulate earned but unused vacation and sick leave benefits. There is
no liability for unpaid accumulated sick leave since the government does not have a policy to pay any amounts when
employees separate from service with the Town. All vacation pay is accrued when incurred in the government-wide, and
proprietary fund financial statements.

Proprietary funds operating and non-operating revenues and expenses

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a proprietary
fund’s principal ongoing operations. The principal operating revenues of the utility fund, and golf course funds are
charges to customers for sales and services. The utility fund also recognizes as operating revenue the portion of tap fees
intended to recover the cost of connecting new customers to the system. Operating expenses for enterprise funds nclude
the cost of sales and services, administrative expenses, and depreciation on capital assets. All revenues and expenses
not meeting this definition are reported as nonoperating revenues and expenses.
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Town of Snowflake
Notes to the Financial Statements
For the Year Ended June 30, 2013

Il. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

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

The governmental fund financial statements are presented on a current financial resources measurement focus and
modified accrual accounting basis while the government-wide financial statements are prepared on a long-term
economic resources measurement focus and accrual accounting basis. Reconciliations briefly explaining the
adjustments necessary to transform the fund financial statements in the governmental activities column of the
government-wide financial statements immediately follow each fund financial statement. Additional reconciliations are
provided as shown:

Total Reclass Statement of
Governmental Capital Long-Term and Net Position
Funds Assets (1) Liabilities (2) Eliminations Total
Assets
Cash and cash equivalents $ 1,708,660 $ - $ - $ - $ 1,708,660
Receivables (net) 272,773 272,773
Prepaids 6,433 6,433
Investments-restricted 213,564 213,564
Capital Assets - 11,454,409 11,505,101
Total Assets $ 2,201,430 $11,454,409 $ - $ - $ 13,706,531
Liabilities and Net Position
Accounts payable $ 84,812 $ - % - $ -8 84,812
Accrued liabilities 71,975 71,975
Interest payable 60,188 60,188
Compensated absences - 157,063 157,063
Current bonds/contracts payable - 2,481,769 2,481,769
Fund Balance/Net Position 1,984,455 11,454,409 (2,638,832) 10,850,724
Total Liabilities and Net Position $ 2,201,430 $11,454,409 $ - $ - $ 13,706,531

(1) Capital assets (land, buildings, equipment, etc.) that are to be used in governmental activities are purchased or
constructed; the costs of those assets are reported as expenditures in governmental funds, and thus a reduction in fund
balance. However, the statement of net position includes those capital assets among the assets of the Town as a whole.

Cost of capital assets $ 21,111,259
Accumulated depreciation (9,656,850)
$ 11,454,409

(2) Long-term liabilities applicable to the Town’s governmental activities are not due and payable in the current period,
and accordingly are not reported as fund liabilities in the governmental fund statement. All liabilities, both current and
long-term, are reported in the statement of net position.

Compensated Absences $ 157,063
Bonds Payable 2,481,769
$_2,638,832
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Il. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS - continued

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

Total Capital Long-Term Adjustments Statement of
Governmental Related Revenues/ and Activities
Funds ltems (1) Expenses (2) Eliminations Total

Revenues and Other Sources
Taxes $ 3,785,300 $ - $ - $ - $ 3,785,300
Permits and fees 31,143 31,143
Charges for services 1,195,695 1,195,695
Interest 2,918 2,918
Miscellaneous 44,305 44,305

Total revenue $ 5,059,361 $ - $ - $ - $ 5,059,361
Expenditures/Expenses
General government $ 1,100970 $ 100,586 $ 5,145 $ - $ 1,206,701
Public safety 1,952,548 162,064 7,888 2,122,500
Highways and streets 419,911 301,842 999 722,752
Recreation and parks 474,147 6,211 (311) 480,047
Debt service principal 171,969 (171,969) -
Debt service interest 120,376 120,376
Capital outlay 1,137,144 (1,137,144) -

Total expenditures/expenses 5,377,065 (566,441) 13,721 (171,969) 4,652,376
Other financing sources/(uses)
Transfers in 100,000 100,000
Transfers out (315,138) (315,138)

Total other financing sources/(uses) (215,138) - - - (215,138)
Net change for the year $ (532,842) $ 566,441 $ (13,721) $ 171,969 $ 191,847

(1) When capital assets that are to be used in the governmental activities are purchased or constructed, the resources
expended for those assets are reported as expenditures in governmental funds. However, in the statement of activities,
the cost of those assets is allocated over their useful lives and reported as depreciation expense. As a result, fund
balance decreases by the amount of the financial resources expended, whereas net position decreases by the amount of
depreciation expense charged for the year.

Capital outlay $ 1,137,144
Depreciation expense (570,703)
$ 566,441

(2) 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.

Accrual of compensated absences $ (13,721)
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lll. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budget Basis of Accounting

The Town’s accounting records for General government operations (General and Special Revenue Funds) are maintained
on a basis consistent with Generally Accepted Accounting Principles (GAAP) with measurable revenues recorded when
they become available to finance expenditures in the current fiscal year. Available is defined as: collectible within the
current period or soon enough thereafter to be used to pay liabilities of the current period. Expenditures, other than
principal and interest on debt, are recognized in the accounting period in which the liability arises.

Prior to June 30 of each year, the Town Manager submits to the Town Council a proposed operating budget for the fiscal
year commencing July 1. The operating budget includes proposed expenditures and the means of financing them. A
Public hearing is held each year in accordance with legal requirements, in order to obtain comments from local
taxpayers. State statutes require that on or before the third Monday in July of each fiscal year, the Town Council must
adopt a tentative budget. Once this tentative budget has been adopted, the expenditures may not be increased upon
final adoption; however, they may be decreased. The tentative budget must be published once per week for two
consecutive weeks prior to final adoption. Final adoption must take place on or before the second Monday in August.

The Town is subject to the State of Arizona’s spending limitation law. This law does not permit the Town to spend more
than budgeted revenues plus the carry-over unrestricted cash balance from the prior fiscal year. The limitation is applied
to the total of the combined funds. The Town complied with this law during the year.

The level of control for each legally adopted budget is at the departmental level. The budget amounts shown in the
financial statements are the final authorized amounts as revised by the Town Council during the year. Unused

appropriations for all of the above annually budgeted funds lapse at June 30. The budget is prepared on the same basis
as the financial statements.

Excess of Expenditures over Appropriations

For the year ended June 30, 2013, no expenditures exceeded appropriations.

Deficit Fund Equity
No funds had a deficit for the year ended June 30, 2013.

IV. DETAILED NOTES ON ALL FUNDS

Deposits and Investments

The Town’s cash and cash equivalents are considered to be cash on hand, demand deposits, cash and investments held
by the State Treasurer, and highly liquid investments with maturities of three months or less from the date of acquisition.

Custodial Credit Risk Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Town’s deposits may not be returned to it. The
Town maintains two bank accounts for all of its funds. At year end, the Town’s carrying amount of deposits was
$1,276,753, and the bank balances were $1,353,988. Of the bank balances, $500,000 was covered by federal
depository insurance. The remaining balances of $853,988 were not insured and subject to custodial credit risk.

Investments
The Town’s investments include $1,090,069 held in the Local Government Investment Pool under the Office of the State

Treasurer of Arizona, $370,000 in US Government securities held by US Bank acting as trust agent, and $550 in local
petty cash accounts.
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IV. DETAILED NOTES ON ALL FUNDS - continued

Deposits and Investments - continued

The State Board of Deposit provides oversight for the State Treasurer’s pools, and the Local Government Investment Pool
Advisory Committee provides consultation and advice to the Treasurer. The Local Government Investment Pool is not
registered with the Securities Exchange Commission under the 1940 Investment Advisors Act. The pool’s policy is to
invest in fixed-rate securities with a final maturity less than 24 months from the settlement date of the purchase and
variable-rate securities with final maturity less than 5 years. The dollar weighted average portfolio maturity is less than
180 days. Only securities backed by the full faith and credit of the U.S. Government may be purchased for this pool. The
fair value of a participant’s position in the pool approximates the value of that participant’s pool shares. The shares are
not identified with specific investments and are not subject to custodial credit risk.

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment. The
Town’s policy for reducing its exposure to credit risk is to comply with the State law (A.R.S. 35-323) which limits
investment in commercial paper and corporate bonds to the top ratings issued by nationally recognized statistical rating
organizations such as Standard & Poor’s and Moody'’s Investor Services. The State Investment Pool is rated AAAF/S1+
and the weighted average to maturity is 26 days. The balance at June 30, 2013 was $1,090,069 and is the fair market
value. The investments in US Government securities held by US Bank are unrated and the balance at June 30, 2013 was

$370,000.
The Town has no formal policy relating to interest rate risk.

Receivables

Receivables as of June 30, 2013, including allowances for uncollectible accounts, are as follows:

Receivables

General
Taxes $ 159,123
Accounts _
Grants 25,199
Franchise fees 27,218
Gross receivables 211,540

Less: allowance for uncollectible

Net total receivables $ 211,540

Restricted Assets

Highway
User

$ 61,233

61,233

$ 61,233

Utility

210,816

210,816

13,820

$ 196,996

Total

$ 220,356
210,816
25,199
27,218
483,589

13,820

$ 469,769

The Town’s loan covenants with the Water Infrastructure Finance Authority of Arizona (WIFA), requires a debt service
reserve to be fully funded by July 1, 2007. This reserve is equal to one year’s worth of debt service payments. This
reserve has been restricted on the face of the Statement of Net Position - Proprietary Funds, as a restriction of net
position, restricted for debt service of $454,374. Of this amount $227,187 is restricted for debt service reserve in

accordance with the loan covenants through WIFA. In addition, the Town is required to establish a repair and

replacement reserve in the amount of $227,187, with the set-aside required this fiscal year ending June 30, 2013. This
amount is included in the above figure of $454,374. The remaining restrictions of investments are related to the

reserve requirement of the 2003 series excise tax revenue obligations, which require a declining reserve.
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Town of Snowflake
Notes to the Financial Statements
For the Year Ended June 30, 2013

IV. DETAILED NOTES ON ALL FUNDS - continued
Capital Assets

Capital asset activity for the year ended June 30, 2013 is as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental activities:
Non-depreciable assets:
Land $ 530,743 $ - $ - $ 530,743
Construction in progress 1,118,967 551,599 - 1,670,566
Total non-depreciable assets 1,649,710 551,599 - 2,201,309
Depreciable assets:
Buildings and improvements 4,779,186 45,786 - 4,824,972
Machinery and equipment* 3,378,393 539,759 - 3,918,152
Infrastructure 10,166,826 - - 10,166,826
Total depreciable assets 18,324,405 585,545 - 18,909,950
Accumulated depreciation:
Buildings (2,102,479) (120,624) - (2,223,103)
Machinery and equipment (2,279,486) (195,908) - (2,475,394)
Infrastructure (4,704,182) (254,171) - (4,958,353)
Total accumulated depreciation (9,086,147) (570,703) - (9,656,850)
Governmental activities
capital assets, net $ 10,887,968 $ 566,441 $ - $ 11,454,409
Beginning Ending
Balance Increases Decreases Balance
Business-type activities:
Non-depreciable assets:
Land $ 1,783,317 $ - $ - $ 1,783,317
Total non-depreciable assets 1,783,317 - - 1,783,317
Depreciable assets:
Buildings and improvements 7,183,957 - - 7,183,957
Machinery and equipment 1,276,867 6,000 - 1,282,867
Total depreciable assets 8,460,824 6,000 - 8,466,824
Accumulated depreciation:
Buildings and improvements (3,879,781) (184,585) - (4,064,366)
Machinery and equipment (518,401) (24,663) - (543,064)
Total accumulated depreciation (4,398,182) (209,248) - (4,607,430)
Business-type activities
capital assets, net $ 5,845,959 $ (203,248) $ - $ 5,642,711

* Beginning balance for Machinery and equipment has been restated.



IV. DETAILED NOTES ON ALL FUNDS - continued

Capital Assets-continued

Depreciation expense was charged to programs of the Town of Snowflake as follows:

Governmental activities: Business-type activities:
General government $ 100,586 Utility fund $ 173,206
Public safety 162,064 Golf course fund 36,042
Highways and streets 301,842
Recreation and parks 6,211 Total depreciation expense -
business-type activities $ 209,248

Total depreciation expense -
governmental activities $ 570,703

Construction commitments

The Town has an active construction project as of June 30, 2013. A flood control project is being constructed and is 80%
complete.

Inter-fund receivables, payables, and transfers

For the year ended, June 30, 2013, Inter-fund transfers for the year were as follows: The General fund made a transfer of
$295,138 to the Golf Course fund, the Utility fund made a transfer of $80,000 to the General fund, and the Highway
User Revenue fund made a transfer of $20,000 to the General fund.

Transfers are used to move unrestricted general fund revenues to finance various programs that the government must
account for in other funds, in accordance with budgetary authorizations, including amounts provided as subsidies. The
transfer of $80,000 from the Utility fund and $20,000 from the Highway User Revenue fund to the General fund was for
overhead expenditures, and the transfer of $295,138 from the General Fund to the Golf Course fund was for budgetary
reasons, and considered a subsidy.

Capital Leases

The Town has no capital leases outstanding as of June 30, 2013. All capital leases were refunded with a revenue bond
issue in June and July of 2003.

Long-Term Debt

The Town has no general obligation debt outstanding. The Town has issued revenue bonds where income derived from
construction projects or sales taxes have been pledged to cover the debt service on these bonds. Three Revenue Bond
issues are outstanding as of June 30, 2013. The first issue is entirely related to construction and expansion of the
Town’s wastewater treatment plant in 2002, the original principal amount of this issue is $3,000,000. This revenue
bond issue was in conjunction with the Water Infrastructure Finance Authority of Arizona, which is credit-enhancement
arm of the Arizona state legislature. The second revenue bond issue is entirely related to an advance refunding of all
capital leases of the Town, with an amount added to fund various construction projects in June of 2003. The third
revenue bond was issued to construct a new fire station in the amount of $1,075,000. More information on these
revenue bond issues follow.
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IV. DETAILED NOTES ON ALL FUNDS - continued
Long-Term Debt - continued
Revenue bonds at June 30, 2013:

Governmental activities:
$4,270,453 for refunding of capital leases and construction projects, due in semi-annual installments of
$112,613 to $183,625 through July 1, 2022; interest at 4.72%.
$1,075,000 for construction of a new fire station, due in semi-annual installments of $75,468 to $85,625
through August 1, 2026; interest at 4.5%

Outstanding at June 30, 2013:
Amount attributed to governmental activities is $2,481,769
Amount attributed to business-type activities is $1,188,232

Business-type activities:
$3,000,000 for expansion and retrofit of wastewater treatment plant, due in semi-annual installments of
$113,594; through July 2, 2021; interest at 3.49%.

Outstanding at June 30, 2013:

Wastewater treatment plant expansion $1,729,481
Business-type activity portion of the above
referenced refunding bond 1,188,232
Total debt outstanding:
Governmental activities $2,481,769
Business-type activities 2,917,713
Total $5,399,482

Annual debt service requirements to maturity for revenue bonds are as follows:

Governmental Activities Business-type Activities Total
Year Ending
June 30, Principal Interest Principal Interest Principal Interest
2014 176,500 115,927 260,475 115,457 436,975 231,384
2015 184,200 108,620 271,015 105,733 455,215 214,353
2016 196,000 100,005 285,736 95,071 481,736 195,076
2017 206,800 90,297 294,167 83,485 500,967 173,782
2018 216,500 80,353 306,914 71,421 523,414 151,774
2019 222,300 69,733 317,787 58,868 540,087 128,601
2020 231,000 58,500 330,993 45,819 561,993 104,319
2021 241,800 38,080 342,339 25,968 584,139 64,048
2022 255,500 34,448 352,825 22,785 608,325 57,233
2023 251,169 21,555 155,462 3,570 406,631 25,125
2024 70,000 13,250 - - 70,000 13,250
2025 75,000 9,625 - - 75,000 9,625
2026 75,000 5,875 - - 75,000 5,875
2027 80,000 2,000 - - 80,000 2,000

$ 2,481,769 $ 748,268 $2,917,713 $ 628,177 $ 5,399,482 $ 1,376,445




IV. DETAILED NOTES ON ALL FUNDS - continued

Long Term Debt - continued

Changes in long-term liabilities:
Non-current liability activity for the year ended June 30, 2013:

Beginning Ending Due Within
Balance Increases Decreases Balance One Year

Governmental activities:
Bonds Payable

Revenue bonds series 2003 $ 1,748,738 $ - $ (126,969) $ 1,621,769 $ 131,500

Revenue bonds series 2007A 905,000 - (45,000) 860,000 45,000
Total bonds payable 2,653,738 - (171,969) 2,481,769 176,500
Compensated absences 143,342 32,342 (18,621) 157,063 62,825
Total long-term liabilities $ 2,797,080 $ 32,342 $ (190,590) $ 2,638,832 $ 239,325

The General fund and Highway User Revenue fund have separately liquidated their respective liabilities for compensated
absences within the current year. In addition, the respective business-type activities of the Utility fund and Golf course

fund generally liquidate their respective liabilities in each fund as it relates to compensated absences.

Changes in long-term liabilities:
Non-current liability activity for the year ended June 30, 2013:

Beginning Ending Due Within
Balance Increases Decreases Balance One Year

Business-type activities:
Bonds Payable

Revenue bonds WIFA $ 1,890,756 $ - $ (161,275) $ 1,729,481 $ 166,897

Revenue bonds series 2003 1,281,262 - (93,030) 1,188,232 93,578
Total bonds payable 3,172,018 - (254,305) 2,917,713 260,475
Compensated absences 42,826 4,731 (4,243) 43,314 17,325
Total long-term liabilities $ 3,214,844 $ 7,279 $ (250,186) $ 2,961,027 $ 277,800

Segment Information

Both the water and sewer departments are accounted for in a single fund, the Utility Fund. Repayment of the revenue
bonds are supported by both water and sewer revenues, consequently segment information is not presented and
information on these revenues can be found in the fund financial statements.

45



V. OTHER INFORMATION

Risk Management

The Town is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; and natural disasters for which the Town carries commercial insurance. As of June 30, 1988, the Town joined
the Arizona Municipal Risk Pool (Pool) as an alternative to escalating general liability insurance costs. The Pool is made
up of various towns and cities within Arizona that operate a common risk management and insurance program. The
agreement provides that the Pool will be self-sustaining through member premiums. The Town pays an annual premium
to the Pool for its general insurance coverage. If the Pool becomes insolvent or is otherwise unable to discharge its legal
obligations, the Town (and all other participants) may be assessed an additional contribution based on the Town’s
current year’s contribution divided by the current year’s contributions of all participants times the deficiency. The
assessment may not exceed the original contribution to the Pool for the year in which the assessment is made. The
contribution to the Pool for the year ended June 30, 2013 was $152,616. The Town continues to carry commercial
insurance for all other risks of loss, including workers’ compensation and employee health and accident insurance.
Settled claims resulting from these risks have not exceeded commercial insurance coverage in any of the past three
fiscal years.

Related Party Transactions
There were no related party transactions for the year ended June 30, 2013.
Contingent Liabilities

The Town is a defendant in various lawsuits. Although the outcome of these lawsuits is not presently determinable, in
the opinion of the Town’s attorney the resolution of these matters will not have a material adverse effect on the financial
condition of the Town.

Retirement and Pension Plans

The Town contributes to two plans described below. Benefits are established by State statute and generally provide
retirement, death, long-term disability, survivor, and health insurance premium benefits.

Plan Description - The Arizona State Retirement System (ASRS) administers a cost-sharing multiple-employer defined
benefit pension plan that covers general employees of the Town. The ASRS is governed by the Arizona State Retirement
System Board according to the provision of A.R.S. Title 38, Chapter 5, and Article 2.

Plan Description - The Public Safety Personnel Retirement System (PSPRS) is an agent multiple-employer defined benefit
pension plan that covers public safety personnel who are regularly assigned hazardous duty as employees of the State of
Arizona or one of its political subdivisions. The PSPRS, acting as a common investment and administrative agent, is
governed by a five-member board, known as The Fund Manager, and 171 local boards according to the provisions of
A.R.S. Title 38, Chapter 5, and Article 4.

Each plan issues a pub