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INTRODUCTORY SECTION



Mayor City Council
Lynn Durrant

Mot coe - Salem City Corporation e ri
4 Todd R. Gordon
Sidney M. Jorgensen

PRIDE UNITY SERVICE Sterling M. Rees

“Modern Living in a Rural Setting”

October 3, 2011

Salem City Council
Salem, Utah

Council:

It is with great pleasure that the financial statements for the City of Salem for the year ended June 30, 2011, are
presented.

State law requires that all local governments publish within six months of the close of each fiscal year a complete
set of financial statements presented in conformity with generally accepted accounting principles (GAAP) and
audited in accordance with generally accepted auditing standards by a firm of licensed certified public
accountants. These financial statements are hereby issued and submitted to you for the fiscal year ended June 30,
2011, in accordance with these requirements.

This report consists of management’s representations concerning the finances of the City of Salem.
Consequently, management assumes full responsibility for the completeness and reliability of all of “the
information presented in this report. To provide a reasonable basis for making these representations, management
has established an internal control framework that is designed'to both protect the assets of the City from loss,
theft, or misuse and to allow for the compiling of sufficient reliable information for the preparation of the City’s
financial statements in conformity with GAAP. Because the cost of internal controls should not outweigh their
benefits, the City’s internal control procedures have been designed to provide reasonable rather than absolute
assurance that the financial statements will be free from material misstatement. To the best of management’s
knowledge and belief, this financial report is complete and reliable in all material respects.

The City of Salem’s financial statements have been audited by Alired Jackson, a firm of licensed certified public

" accountants. The goal of the independent audit was to provide reasonable assurance that the financial statements
of the City of Salem for the fiscal year ended June 30, 2011, are free of material misstatement. 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. The independent auditor concluded, based upon the audit,
that there was a reasonable basis for rendering an unqualified opinion that the City of Salem’s financial statements
for the fiscal year ended June 30, 2011, are fairly presented in conformity with GAAP. The independent auditor’s
report is presented as the first component of the financial section of this report.

30 West 100 South « P.O. Box 901 » Salem, UT 84653
Phone: 801-423-2770 » Fax: 801-423-2818 « SalemCity.org

Recorder - Jeffrey Nielson Treasurer - Tammy M. Beck Chief of Police - Brad S. James




The financial reporting entity (the City) includes all funds of the primary government (i.e., the City of Salem as
legally defined).

I wish to express my appreciation to all members of the City who assisted and contributed to the preparation of
this report.

Respectfully submitted,

Mayor Cope
City of Salem
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ALLRED JACKSON

AUDIT « TAXES - ADVISORY A PROFESSIONAL CORPORATION

2100 North Main » North Logan, Utah 84341
P: 435-752-6441 « F: 752-6451

INDEPENDENT AUDITOR’S REPORT

To the Mayor and City Council
Salem City Corporation
Salem, Utah

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Salem, Utah (the City) as
of and for the year ended June 30, 2011, which collectively comprises the City’s basic financial statements as
listed in the Table of Contents. These financial statements are the responsibility of the City’s management. Our
responsibility is to express 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 of material misstatement. An audit includes
examining, on atest basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our andit provides a reasonable basis for

our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City, as of June 30, 2011, and the respective changes in financial position and
cash flows, where applicable, thereof and the respective budgetary comparison for the General Fund for the year
then ended in conformity with accounting principles with accounting principles generally accepted in the United
‘States of America.

In accordance with Government Auditing Standards, we have also issued a report dated October 3, 2011 on our
consideration of the City’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and important
for assessing the results for our audit.



Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 6 through 12 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
statement 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.

Our audit was performed for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements as a whole. The introductory section and combining nonmajor fund
statements listed in the Table of Contents are presented for purposes of additional analysis and are not a required
part of the basic financial statements. The combining financial statements are the responsibility of management
and were derived from and relate directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audit of
financial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted
in the United States of America. In our opinion, the information is fairly stated in all material respects in relation
to the financial statements as a whole. The introductory section has not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on it.

ALLRED JACkseN
October 3, 2011
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SALEM CITY CORPORATION
Management’s Discussion and Analysis

June 30, 2011

As management of Salem City, we offer readers of Salem City’s financial statements this narrative overview and
analysis of the financial activities of Salem City for the fiscal year ended June 30, 2011. We encourage readers to
consider the information presented here in conjunction with additional information that we have furnished in our

letter of transmittal.
FINAN CIAL HIGHLIGHTS

o The total net assets of Salem City were $43,457,584. Of this amount, $40,269,794 consists of .capitial assets,
net of any related debt and $838,638 of restricted net assets. As a result, the City has $203,873 of unrestricted
governmental net assets and $2,145,279 of unrestricted business-type net assets. :

¢ The City operated its governmental activities as planned.

REPORTING THE CITY AS A WHOLE

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements,
consisting of the following components: 1) government-wide financial statements, 2) fund financial statements,
and 3) notes to the financial statements. This report also includes other supplementary 1nformat10n in addition to

the basic financial statements.

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

o The statement of net assets presents information on all of Salem City’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets may.
serve as a useful indicator of whether the financial position of Salem City is improving or
deteriorating. However, you will also need to consider other nonfinancial factors.

e The statement of activities presents information showing how the City’s net assets changed during the
fiscal year reported. All changes in net assets are reported as soon as the underlying event giving rise
to the change occurs, regardless of the timing of related cash flows. Thus all of the current year S
revenues and expenses are taken into account regardless of when cash is received or paid.

Both of the government-wide financial statements distinguish functions of Salem City 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 government-wide financial statements can be found on pages 14 & 15 of this report.



SALEM CITY CORPORATION
Management’s Discussion and Analysis

Continued

REPORTING THE CITY’S MOST SIGNIFICANT FUNDS

A fund is a grouping of related accounts used to maintain control over resources that have been segregated for
specific activities or objectives. Salem City also uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the City can be divided into two categories: governmental
funds and proprietary funds.

Governmental Funds — These funds are used to account for the same functions reported as
governmental activities in the government-wide financial statements. These fund statements focus on
the way money flows into and out of these funds and the balances left at year-end that are available
for spending. These funds are reported using an accounting method called modified accrual
accounting, which measures cash and other financial assets that can be readily converted to cash. The
governmental fund statements provide a detailed, short-term view of the City’s general government
operations and the basic services provided. Governmental fund information helps users determine
whether there are more or fewer financial resources available to spend in the near future to finance the
City’s programs. We describe the relationship (or differences) between governmental activities
(reported in the Statement of Net Assets and the Statement of Activities) and governmental funds in a
reconciliation included with the fund financial statements.

The only major governmental funds (as determined by generally accépted accounting principles) are
the General Fund and the Capital Projects Fund. The rest of the governmental funds are determined
to be nonmajor and are included in the combining statements within this report.

Proprietary Funds — Salem City maintains two types of proprietary funds.
e Enterprise Funds are used to report the same functions presented as business-type activities in
the government-wide financial statements. Salem City uses enterprise funds to account for its
Water, Sewer, Electric, Pressurized Irrigation and Solid Waste.

* Internal Service Funds are used to account for the financing of goods or services provided by
one department or agency to other departments or agencies of the City on a cost-
reimbursement basis. The internal service funds consist of a Motor Pool Fund and a Data
Processing Fund.

Fiduciary Funds- Salem City maintains one type of fiduciary fund. Trust funds are used to account for
assets held by the City as trustee for individuals. The City has one trust fund for the Cemetery
Perpetual Care. This a trust fund used to account for monies received for the perpetual care of
cemetery lots.




SALEM CITY CORPORATION
Management’s Discussion and Analysis

-Continued

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. In the
case of Salem City, assets exceed liabilities by $43,457,584.

The largest portion of Salem City’s net assets reflects its investment in capital assets (e.g., land, buildings,
infrastructure, and equipment), less any related outstanding debt used to acquire those assets. The City uses these
capital assets to provide services to citizens; consequently, these assets are not available for future spendmo
Although the City's investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be prov1ded from other sources, since the capital assets themselves
cannot be used to liquidate these liabilities.

The following table summarizes the City’s net assets as of June 30, 2011:

STATEMENT OF NET ASSETS : o
Governmental Activities Business-type Activities
’ 2011 2010 2011 2010
Current and other assets - $ 1,780,357 $ 1,441,156 $ 3,318,298 $ 4,497,613
Capital assets ‘ ‘ 15,147,830 15,781,539 39,328,953 39,225,236
' Total assets 16,928,187 17,222,695 42,647,251 43,722,849
Long-term debt outstanding 3,386,704 3,623,930 10,878,120 12,364,632
Other liabilities 1,154,470 996,120 698,560 549,318
Total liabilities 4.541,174 4,620,050 11,576,680 - 12,913,950
Net assets: o o
Invested in capital assets, net of debt 11,818,961 12,157,609 28,450,833 26,860,604
Restricted 364,179 320,121 474,459 1,937,209
Unrestricted 203,873 124,915 2,145,279 2,011,086

Total net assets $ 12,387,013 $ 12,602,645 $ 31,070,571 - $ 30,808,899




SALEM CITY CORPORATION
Management’s Discussion and Analysis

Continued

Business-type activities increased Salem City's net assets by $261,672 and governmental activities decreased net
assets by $215,632. The elements of this increase and decrease for the fiscal year ended June 30, 2011 are as

follows:

CHANGES IN NET ASSETS
Governmental Activities Business-type Activities
2011 2010 2011 2010
Revenues:
Program revenues:

Charges for services 841,666 $ 917,009 $ 5,282,657 $ 5,107,258
Operating grants & contributions 356,360 255,963 - -
Capital grants & contributions 546,210 312,641 980,998 586,144

General revenues: -
Property taxes 475,847 458,022 - -
Other taxes 1,016,197 966,920 - -
Investment income 3,120 7,414 9,612 13,041
Other revenues 865 4,781 - -

Total revenues 3,240,265 2,922,750 6,273,267 5,706,443

Expenses:
General government 592,404 554,711 - -
Public safety 1,226,535 1,248,034 - -
Highways/public improvements 1,044,286 1,028,137 - -
Parks & recreation 903,241 958,113 - -
Interest on long term debt 131,671 134,501 - -
Water - - 708,832 708,633
Sewer - - 621,415 574,889
Electric - - 3,106,312 2,940,856
Pressurized Irrigation - - 821,796 481,980
Waste - - 311,000 267,074

Total expenses 3,898,137 3,923,496 5,569,355 4,973,432

Increase in net assets (657,872) (1,000,746) 703,912 733,011
Transfers 442 240 125,240 (442,240) (125,240)
Net increase in net asset (215,632) (875,506) 261,672 607,771
Net assets beginning of year 12,602,645 13,690,315 30,808,899 32,131,907
Prior period adjustment , - (212,164) - (1,930,779)
Net assets beginning of year, as restated 12,602,645 13,478,151 30,808,899 30,201,128
Net assets end of year 12,387,013 $ 12,602,645 $ 31,070,571 $ 30,808,899




SALEM CITY CORPORATION
Management’s Discussion and Analysis

Continued

FINANCIAL ANALYSIS OF GOVERNMENT’S FUNDS

The focus of the City's governmental funds is to prov1de information on near-term inflows, outflows, and balances
of spendable resources. Such information is useful in assessing the Clty s financing requirements.

At the end of the current fiscal year, the City's governmental funds reported combined fund balances of $616,913.
Of this total amount $216,634 constitutes unreserved 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 avallable for new
spending because it has already been committed.

The general fund is the chief operating fund of the City. At the end of the current fiscal year, unreserved fund
balance of the general fund was $217,093 while total fund balance reached $518,068. As a measure of the general
fund's liquidity, it may be useful to compare the total fund balance to total fund expenditures. The fund balance
represents 16% of total general fund expenditures. :

The city maintains enterprise funds to account for the business-type activities of the city. The information is found
in the government-wide financial statements, but in more detail. '

Unrestricted net assets of the water, sewer, electrical, pressurized irrigation and solid waste at the end of the year
amounted to $2,145,279. Revenues and expenditures for normal operation remained fairly stable with some
increases in both areas.

GENERAL FUND BUDGETARY HIGHLIGHTS

During the fiscal year, the General Fund's original budget was amended from an original budget expensés total of
$2,957,088 to a final budget of $3,513,590, an increase of $556,502. Major changes are summarized as follows:

e General Government $247,626
¢ Highways and public works- 170,575
e Parks 125.025

Total ' ‘ $ 543,226

10



SALEM CITY CORPORATION
Management’s Discussion and Analysis

Continued

Capital Asset and Debt Administration

Salem City's investment in capital assets for its governmental and proprietary fund activities as of June 30, 2011
amounts to $54,476,783 (net of accumulated depreciation). The investments in capital assets include land,
buildings, improvements, machinery and equipment, and infrastructure. There was a total decrease in the City's

investment in fixed assets for the current year of $529,992.

Major capital asset events during the current fiscal year including improvements to new subdivisions are as
follows:

e City office additions $ 77,888

e Infrastructure additions 237,822

¢ Culinary Water additions 180,607

e Pressurized Irrigation additions 203,858

e Sewer Line & Storm Drain additions 253,752

e Electrical additions 340,506

e Park improvements 95,945

Salem City's Capital Assets as of June 30, 2011
Governmental Business-type
Activities Activities Total

Land $ 369,909 $ 1,038,703 $ 1,408,612
Buildings 3,319,352 1,609,007 4,928,359
Improvements 2,001,569 39,523,090 41,524,659
Equipment 2,066,356 502,511 2,568,867
Infrastructure 20,875,261 1,311,204 22,186,465
Water Rights - 1,025,308 1,025,308
Construction in Progress - 645,573 645,573
Accumulated depreciation (13,484,617) (6,326,443) (19,811,060)

Total net assets $ 15,147,830 $ 39,328,953 $ 54,476,783




SALEM CITY CORPORATION
Management’s Discussion and Analysis

Continued

Long Term Debt

At the end of the current fiscal year, the city had total bonded debt outstanding of $11,191,603. Of this amount
$1,420,000 comprises debt backed by the full faith and credit of the government and $9,771,603 is debt that is
secured by specific revenue sources (i.e., revenue bonds). '

During the current fiscal year the City's total bonded debt decreased by $1,629,258.

Salem City's Outstanding Debt
General Obligation and Revenue Bonds

Governmental Business-type
Activities Activities Total

General Obligation Bonds » | $ - $ 1,420,000 $ 1,420,000
Revenue Bonds : 3,163,000 - 6,608,603 9,771,603
Total Bonds ‘ $ 3,163,000 $ 8,028,603 $ 11,191,603

Additional information on the City's long-tefm debt can be found iﬁ' fhe footnotes to this financial report.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES
e The General Fund budget for the fiscal year-ending June 30, 2012 reflects an increase of 15% in
expenditures over the final fiscal year ending, June 30, 2011.
REQUESTS FOR INFORMATION
This final report is designed to provide a general overview of Salem City’s finances for all those with an interest

in the City’s financials. Questions concerning any information provided in this report or request for additional
information should be addressed to: Salem City, Finance Director, and P.O. Box 901, Salem, Utah, 84653.
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SALEM CITY CORPORATION

Statement of Net Assets
June 30,2011
Governmental ~ Business-type Memorandum Totals
Activities Activities 2011 2010
ASSETS
Cash and cash equivalents $ 634,782 § 1,538,552 $ 2,173,334 $ 1,388,804
Cash - restricted - 376,975 474,459 851,434 2,333,330
_Receivables - net 663,845 410,746 1,074,591 1,261,066
Inventories ' - 153,123 153,123 166,268
Equity in joint venture , . 571,119 571,119 480,803
Deferred bond financing cost - net 104,755 170,299 275,054 308,498
Capital assets ’
Land 369,909 1,038,703 1,408,612 1,408,612
Buildings 3,319,352 1,609,007 4,928,359 4,928,359
Improvements 2,001,569 39,523,090 41,524,659 40,611,661
Equipment -2,066,356 502,511 2,568,867 2,442,239
Infrastructure 20,875,261 1,311,204 22,186,465 21,948,643
Water rights - 1,025,308 1,025,308 912,378
Construction in progress - 645,573 645,573 . 645,573
Accumulated depreciation (13,484,617) (6,326,443) (19,811,060) (17,890,690)
Total assets 16,928,187 42,647,251 59,575,438 60,945,544
LIABILITIES
Accounts payable and accrued liabilities 669,023 528,851 1,197,874 907,720
Bond interest payable 46,920 112,651 159,571 142,133
Loans payable v _ - 183,179 183,179 268,372
Bonds and cépital leases payable - current 224,532 404,121 628,653 748,801
Internal balances (57,058) 57,058 - -

- Deferred revenue . 495,585 - 495,585 495,585
Loans payable - noncurent ) - 2,526,866 2,526,866 2,529,228
Bonds and capital leases payable - noncurrent 3,162,172 7,763,954 10,926,126 12,441,66 1

Total liabilities 4,541,174 11,576,680 16,117,854 17,534,000

NET ASSETS ‘
Invested in capital assets, net of related debt 11,818,961 28,450,833 40,269,794 39,018,213
Restricted for debt and capital improvements 364,179 474,459 838,638 2,318,620
Unrestricted 203,873 2,145,279 2,349,152 2,074,711

Total net assets

$ 12,387,013

$ 31,070,571

$ 43,457,584

$ 43,411,544

See Accompanying Notes to Financial Statements
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SALEM CITY CORPORATION
Balance Sheet

Governmental Funds
June 30,2011
SALEM CITY
GOVERNMENTAL FUNDS TYPE
BALANCE SHEET
June 30,2011
Other .
Capital Governmental Memorandum Totals
General Projects Fund Funds 2011 2010
ASSETS - ' f
Cash & cash equivalents : $ 535,937 $ 35,641 $ 63,204 $ 634,782 $ 131,602
Restricted cash . 376,975 - - 376,975 1 396,121
Receivables (net): , : ' :
Property tax ' 513,584 . - - 513,584 513,584
Other, net e 150,261 - - 150,261 288,254
Due from other funds ‘ - 459 - 459 509
Total assets $1,576,757 ~ $ 36,100 $ 63,204 $ 1,676,061 $ 1,330,070
LIABILITIES AND FUND BALANCE '
Liabilities: :
Accounts payable and accrued liabilities $ 563,104 3 - $ - $ 563,104 - $§ 404,887
. Due to other funds - - 459 459 509
Deferred liabilities : 495,585 - - 495,585 495,585
~ Total liabilities 1,058,689 - 459 1,059,148 900,981
Fund balance:
Restricted for: .
Roads and recreational activities 300,975 - - 300,975 320,121
Perpetual Care Fund - - 63,204 63,204 61,290
Assigned for: » ‘
Capital Projects ' - 36,100 - 36,100 34,528
Unassigned for: :
General Fund 217,093 - - 217,093 13,659
Special Revenue Funds - - (459) (459) (509) -
Total fund balances - 518,068 36,100 62,745 616,913 429,089
Total liabilities and fund balances $ 1,576,757 $ 36,100 $ 63,204 $ 1,676,061 $ 1,330,070

See Accompanying Notes to Financial Statements
16



SALEM CITY CORPORATION
Balance Sheet Reconciliation to

Statement of Net Assets
June 30,2011

Total fund balances for governmental funds $ 616,913
Amounts reported for governmental activities in the Statement of Net
Assets are different because:
Consolidation of Internal Service Funds 57,058
Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds. 15,147,830
Governmental funds report the effects of bond issuance costs, whereas these
amounts are deferred and shown as net amortization in the statement of net assets 104,755
Long-term liabilities, including bonds payable, are not due and payable in the current
period and therefore are not reported in the funds. (3,539,543)
Net assets of governmental activities $ 12,387,013

See Accompanying Notes To Financial Statements
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SALEM CITY CORPORATION

Statement of Revenues, Expenditures and Changes in Fund Balances -
Governmental Funds

For the Year Ended June 30,2011

Non-Major .
Capital Governmental Memorandum Totals
_ -General  Projects Fund Funds 2011 2010
Revenues: o ' '
Taxes $1,492,044 $ - - - $1,492,044  §$ 1,424,942
Licenses and permits 186,629 - - 186,629 264,863
Intergovernmental 475,231 - 67,319 542,550 350,082
Charges for services 793,738 - - 793,738 657,775
. Investment earnings 2,637 296 187 3,120 7,414
Fines and forfeitures 40,443 - - 40,443 39,085
Miscellaneous revenues 41,576 - - 41,576 54,871
Total revenues 3,032,298 296 67,506 3,100,100 2,799,032
Expenditures:
Current: .
General government 587,392 - - 587,392 609,761
Public safety 1,106,695 - - 1,106,695 1,120,181
- Highways and public works 346,118 - - 346,118 266,785
Parks and recreation 935,206 - - 935,206 960,066
Tax increment distributions : - - - - 70,000
Capital outlay - 80,443 - 80,443 42,433
Debt service: '
Principal Retirement 129,856 - 38,000 167,856 165,856
Interest and fiscal charges - 104,129 - 27,542 131,671 134,501
Total expenditures 3,209,396 80,443 65,542 3,355,381 . 3,369,583
‘Excess (deficiency) of revenues . o
over expenditures (177,098) (80,147) 1,964 (255,281) (570,551)
Other financing sources (uses): '
Transfers in 442,240 - - 442240 228,166
Transfers out - - - - (102,926)
Sale of assets 865 - - 865 12,107
Total other financing sources (uses) 443,105 - - 443,105 137,347
Net change in fund balance 266,007 (80,147) 1,964 187,824 (433,204)
Fund balances - beginning of year 252,061 116,247 60,781 429,089 895,091
Prior period adjustment - - - - (32,798)
Fund balances - beginning of year, restated 252,061 116,247 60,781 429,089 862,293
Fund balances - end of year $ 518,068 § 36,100 62,745 § 616,913 S 429,089

See Accompanying Notes To Financial Statements
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SALEM CITY CORPORATION
Statement of Changes

Reconciliation to Statement of Activities

For the Year Ended June 30, 2011

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 and reported as depreciation expense. This is the amount by which depriciation
exceeded capital outlays in the current period.

The net effect of various miscellaneous transactions involving capital assets (i.e.,
sales, trade-ins, and donations) is to increase (decrease) net assets

The issuance of long-term debt (e.g., bonds, leases) provide 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. This amount is the niet effect of
these differences in the treatment of long-term debt and related items

Internal service funds are used by management to charge the cost of the motor pool
and data processing to individual funds. The net asset decrease of the internal service
funds are reposted with governmental.

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.

Change in net assets of governmental activities

See Accompanying Notes To Financial Statements
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SALEM CITY CORPORATION

Schedule of Revenues, Expenditures and Changes in Fund Balance — Budget and Actual
General Fund

For the Year Ended June 30, 2011

Variance with

Budget Amounts ‘ - . Final Budget
~ Original Final General . Positive
Budget - Budget Fund - __(Negative) -
Revenues: ‘ ‘ ’ o
Taxes $ 1,495,446 $ 1,495,900 $ 1,492,044 8 © (3,856)
Licenses and permits ‘157,050 143,365 186,629 - 43264
Intergovernmental 327,138 526,409 475,231 (51,178)
Charges for services 553,966 574,858 793,738 218,880
Fines and forfeitures 36,000 38,500 40,443 v 1,943
‘Miscellaneous revenues 229,769 232,539 44213 (188,326)
Total revenues 2,799,369 3,011,571 3,032,298 20,727
Expenditures:
Current: o
General government 324,025 571,651 587,392 (15,741)
" Public safety 1,211,750 1,225,550 1,106,695 118,855
‘Highways and public works ' 271,448 442,023 © 346,118 95,905
Parks and recreation - 915,355 1,040,380 935,206 . 105,174
Debt Service © 234,510 233,986 233,985 . 1
Total expenditures 2,957,088 3,513,590 3,209396 . . 304,194
Excess of expenditures over revenues |  (157,719) (502,019)  (177,098) _ - 324,921
Other financing sources (uses): - . o A
Sale of Assets : ‘ 2,000 800 865 65
Transfers in - 158,700 442,200 : 442,240 40
Transfers out (60,000) (60,000) - 60,000
Net Change in fund balance - : (57,019) (119,019) 266,007 385,026
Fund balance - beginning of year 252,061 252,061 252,061 -
Prior period adjustment . - - - -
Fund balances - beginning of year, restated » 252,061 252,061 252,061 -
Fund balance - end of year ‘ $ 195,042 $ 133,042 $ 518,068 $ 385,026

See Accompanying Notes To Financial Statements
20



TLSOLOTTE  §

1c

sjuswselg [erousul O sajoN Fulkediwioooy 938

sap1Anoe adKj-sssuisnq WO S10sse 19N

nmmﬂfv,hv ﬁca vmt&uou:v 0] muouﬂmu mu_u_zuow wvca mou_EOm _meﬁ; wo :o_un_u.:.umcoo m:: uoumo._ 0} u:oEum:_.v/.\
11L°€ §  L69PYIIE § _SILISE §  T6OOLY'L $  9E0°08€E°L $96°91€8  § _687°CC9L § $198SE JaU [EJ0L
(€11°68) SO¥'612°C 205°0¥¢€ 960°08 98£°961 96T CLL SO1°0L8 parolsaIun)
- 6S¥vLY - 620°602 - 0£6°C1T 005°ZS SOIIALIOR JOU)O PUE JQaP 10} PIOLISIY
¥I8°Ty £E8°0SY'8T £ITIl LIS T8I L 0S9°€TT’L 6LLTEEL $29°T0L°9 199p pajejal Jo jau
‘syasse [eydes Ul PIYSaAL]
SIASSV 1aN
LI879T 77961511 WwolT 126°619°9 165°109°1 SLOBST'T £6£°7C1°C senifiqel] (g0},
¥0L°€2T 0Z8°067°01 - THLTSY9 LS9 TEQ°] 6L6°850°1 oy LYLT SonIqei] WHsy-3uo] B0
- - - - - - - SanUIALI PaLiafa(]
YOLETT ¥S6°EIL L - TYLTSY9 15£°68 986°T¢ SL8381°1 sasea] jejiden pue spuog
- 998°975°T - - 90£°T¥6 £66°ST0°1 L95°8SS s[qeded sueo
'S2UT{1GEI] JUDLINDUON
£11°6€ 2088771 Zv9°1¢ 6L1°€91 ¥£6°69S 960°66 166°FLE SOIN[IQEI] JUSLIND [BI0 ],
- 12190% - 000°9¢ 121°0S 00081 000°01¢€ soses| [e3lden pue spuog
- 6L1°€81 - 000°0% TIS09 0£1°69 LES'E] sjqeded sueo]
890°L1 - - - - - - spunj 19130 0} anQ
S¥0°TT 705 199 wo'lT 6LI°LG 10£°6S¥ 9961 1 120289 9jqefed sjunodoy
SantIqel] juainy)
SHIITTIGVIT
875°99¢ 61EH99°Ty LSEELE £19°980°%1 L79°186°8 0v0°SLY'6 789°LYL6 Sjosse [ejoL,
875°99¢ 0£8°v¥S O 758161 9IE6LE°ET 0v6°S9€°8 967°5L0°6 ¥Tr976°8 S)SSE JUBLINOUOL [2}0],
- 66T°0L1 - 81669 - - 12€°001 Jou-5}500 uloueUl PUOY PaLIRJE
- 611°1LS 179981 - - 8Ly V8 - aimuaa jutof ui Ginbg
- 80£°520°1 - Tr8°8Te - - 99%°969 30038 pue S)YSU J93eM
(698°5€0°1) (e¥v'9zE’9) 8L 1D (975°8LD) (091°7LTD) (eor°e1sD) (88+°052°7) uoneroaidap paje|nwnode sso]
L6ETOEL 880°0£9°vy -000°€T £10°059°¢1 001°8€9°6 05€°166°01 STO°LTE'0T sjustaaoidw pue ‘sSulpfing Juawidinba ‘puer
- 65V VLY - 620°60T - 0£6'T1¢ 005°ZS sjuajeamba sed pue LSeo pajoLisay
SJISSE JUILINDUON]
- 68%°611°C £0S°GLT L6T'LOT £89°619 YL 66E 857178 $1985% JUALIND [BJOL
- 890°L1 - - - = 890°L1 SpuTy 12410 Woij ang
- £21°€S1 - - 870°1£1 - $60°TT SoLI0JUBAU]
- 9PLOLY L60°6T 88E°0¥ 68L°67T 88T°9% ¥81°6 JaU “2]qBAIRD21 SJUNOIDY
- §  TSS8EST  $ 90vorl $ 60609 $  0L8%ST oGy ESE $ 116°CTL $ spua[eainba ysed pue yse)
.sjasse ”_:u.::U
SIUSSV
pung 1e10L Amn yolesHI] punjg pung pun.{
$90]AI9G jeuu] S1SBM pazimssald Arnn 91309 Jomag AImn 1e1em
SANIAIPRY punj astdiojuyg asudio)ug - SaNIANOY odAY ~ssauisng
[BJUSWILLIDAOD) 10[BIA-UON
110C "0c dungf
spung Areyaridoag
§)9SSY J9N JO juaurdle)g

NOLLVIOJdIOD ALID NATVS



TL9°19¢C

(44

SJULAIR)S feroueui o], $9)0N Furluedwoddy 998

$ sanianoe ad£)-ssauisng Jo sjasse 1au ut a3uey))
Aoa_ﬂmmv M:_:,« 02,:&3:» ou wquo.m wos;zon spuny moo_avm _m—:ou:_ Jo :o:m_u__Om:oa u:._ J09(J1 9 Eo::m_:._u<
T1L'e $  LE9PPIIE SIL'TISE §  T69°0LV'L $  9E008€L §  S9691¢€8  § . 68TSTYL $ Buipus - 519858 JON
S86°LT S£8°098°0F VLY OEE £8€°679°L ZS1°0LTL 836°401°8 8ETLISL Paje)sal se “Bujuurdaq - $13ss8 19N
= . ’ - : jusunsnipe powuad 1011
$86°LT S£8°098°0€ PLY 9EE £8€°679°L ZSTOLT'L 885°L01°8 8ETLIS L Suiuuigaq - sjesse 1N
(PLTYT) 798°€8T 574 (169°85T) #88°601 LLE60T 1S0°801 59558 32U U1 93Uy
$60°0%9 876°€L 818°0€C 7SLEST LES'T8 SUONNALNUOD $19d0[Ad(]
- (ovTTry) (8T 809°11 (8¥T10%) 8¥7°6) (#01°6€) (1no) ) srajsuel ],
(yLTvo) L00°98 68%°61 (LTTvvD) ¥ST°08C (LTi'se) 81969 S1aJsuel) 79 SUOINQLIUOD 310J9q AtLOOU! JON
(cegzn) $€6°691 169°% (€L6°CH) £ZE911 160°1L 708°0Z (osuadxa) snuasai Supjesado-uou &0y,
(z81°en (osc's8n) 8ey911) 9TT'L) o11'n (9L¥°09) sad1eyo [rosyy pue osuadxa 152100
- - - - - - Jasse JO 9jus UO S507
= 699V 699y - srnjuaa jJugof ur K3nba asealolif
- £06°0vE - L6899 098°1C1 686°TL LST1°08 §99] Joudu]
LvE T19°6 (44 8969 689°1 Tie IZ1°1 QNUDADI 152U
:(asuadxad) anuaAdx Sunu.rado-uoN
(6EV'TD) (L76°€8) 86LF1 (#$T'107)° 1€6°€91 (817°901) 918y (sso1) awoout uperado
0TS 8EE ¥86°99€°G 600°CIE _9€0%0L 69¥°160°€ 86EST9 2LOEY9 sasuadxe Bupeaado 10,
- $09°9¢ - 60L°C 9LY°1 - 611°CT 51502 FUHOURUI] PUOQ JO UOKRZIIOWY
9€7°86 900°5L8 SLS 15€09¢ 07981 16L%1T $88°71T uoperoardacy
- T06'%L 6T Y1 - 9E1°6T TLYTE auoydaje) pue sani[1if)
£9€°609 $89°1¢S 65€°CE1 090°€ST 8LL°EE] 8V PE] SI[AIDS OANBASILIWPY
6L LY €61°8hY 689°C1 £11°89 SEL 18T P8ESY °>LToY sfeLsIRW pue sofjddng
860°081 LYE‘609 709°€£T (43204 620701 L6TEL L86'LL $3D[AIDS [BINORHUO))
Y6ECT SIL89T 6E1°T 9LTTY LEYLEN 6V8‘EY y16° siyousq sako|diug
- POLVYS ANA T09%9 LLE'EIE €91°6L TrT6L sagem pue solle(eg
- ISL€16°T - - ISLET6T - - Jomod paseyoing
:sosyadxd BunpudQ
180°LZE LS9°TRTS £08°92¢ 781708 00t°5STE 081°60¢ 887°889 sanuaAal Juipessdo [eio ],
0ELT S 67T SLY'8 Til L9Y°R0T 6£T°C €5T°01 SNOJUE|[IOSTUI PUR §22;]
1SE‘sTe $ TTI°ES0's § TEEQIE $ - 0L970S $§  €e690E § 1#6°90¢ $ SET8L9 $ 9014195 10} S8R
:sanuaAdx guneaad(
pun,J [e10], pung ] UoNBSIL puny pung pun,j
90IAIAS [BUISJUL AN 9ISe M POZLINSSAIJ AN 01091y 13M3S FSHTRER TN
jlatteliliiichtdy) pung ssudioyug asudioyug - soniAnoy adA | ~ssousng
J0feA-UON o

T10T "0€ dunp papujy 1es X 3y} 10

spunyy Axeporadoag
$)9sSY JON pun g ur sofusy) pus ﬁmmﬁ_o&mﬁ ‘SONUIAIY JO JUIMAN)B)S
NOLLVIOJUOD ALID WTTVS



£

(psnuriuoo) sjusuIaje}S JeIoURUL] 0, s9joN Sutduediucooy 99§

- $ LI0°EI0T  § 90¥'9¥1 §  8£6°69T $  0L8¥ST §  98€99¢ $ 1I¥°SLL $
- 65 LY - 670°602 - 0€6°C1T 006°2S

- $  TSSBESTT 90%°¥1 $ 6069 $  0.L8%ST $  9spese $ 116CTL $
- $ LI0°€10°T _ $  _90¥°9v1 §  8£6°69C $§  0L8YST $  98£°99¢ $ LIVSLL $
- 117P61°€ aaA! 109°LEVT 961¥2C £75°09¢ 1S9°Ly8

- (00¥ 181°D) 996°1T (€99°291°1) $L9°0€ £98° (oyzeL)

L¥E 7196 [ 8969 689°1 ziz 1211

L¥E 719°6 44 8959 689°1 A% 121°1
(€60°08) (PE1°6CLT) - (6zLTETLT) (87°c8) (868°101) (€eroee)
(z81°¢1) (057°81) - (8¢po11) (9zz'L) (o11'1) (9Lt°09)
(€1699) (017°569°T) - (8s2°€S0°1) (816°661) (0€1°L8) (r06¥5E)

- (0g6°621) - (0g6°621) - - -

- (L¥9°c8) - - - (L¥9°s8) -

- £06°0%€ - L6899 098°1Z1 686°1L LS1°08

- (ove'zyy) (8¥T'p) 809°11 (8¥Z°'10%) (8¥C°6) (#01°6£)

- (0¥T'Th) (8+T°Y) 809°T1 (CZA ) (8v2°6) (+01°6¢)

8¥L°6L 79£°900°T 761°9Z 068°9% LISCIS L6LOTL 996°00€

- (FOLVYS) (ozeen) (209%9) (LLesre) (g91°6L) (zvZ'6L)

- (€9€°509) (¥89°16) (6S€°CET) (090°¢sT) (8LL'€ET) (z8¥'vET)
(g€€°LyT) (OpL°LLOE) (560°6£7) (19¢°192) (Lz0%97TD) (c€L°081) (8z¥'oLT)
180°LTE $  SLIVETS  § 16T°6Z€ $  TIEfS0S $ 186°L0T°€ §  €L¥°90S $  8IT°¢89 $

pung _m.uo L pung uonedLuy pung punyg pung

901A10G-RUIOIU] ANnn s1sem pazunssalg AN 2109 AInn James AN 1o1BM

[BIUSUUISA0D) pun] ssudmjug osudiojuy - SIiANOY adA ] -ssouisng

Iofe]N-UON

110T ‘0€ sun{ papuy 183X 31} 10,
spuny Laejaradoag
SMO[ USBD) JO JUsRlE)S
ALID WHTVS

1224 JO pUu2 Je sjuseAInba yseo pajoLnsay
sjus[eaInbs tseo pue yse)
:SB S)aSSY 19N JO JuswejelS i) Ul Umoys

T804 JO pus I8 SjusjeAlnbe pue yse)
Iea4 Jo Suruurdaq je syuafealnbs pue yse)
sjusyeainbs yses pue yseo uj (958I99P) 9SBAIOUI YN

sananoe Sunssaur £G papiaoid yseo jonN
POAIS02T SPUSPIAIP PUE 1SOIDJU]
SAIYAIDY Sur)SeAU] WIOA] SMOLY YseD)

sananoe Suroueuly pajejal pue [edeo ur pasn yses 19N
19ap 1eades uo pred 1sarou]
1qap uo pred ojdidupig
syasse Jeuden jo saseyain g
armuaa jugof ur £)inba Jo aseyoing
§93,f yorduiy

SAIJIAIY Suuruly
pajeey pue jepde) woay smopy ysed

‘Anor Supoueury jendeouou Aq (pasn) papiaokd yses 19N
ANADOY punjiop|
SAINAIPRY Bupuvuly
fenduouo)N wo.g sMolg yse)

senranoe Surjeiado £q papraosd yses JoN
sonko]dws 0) syuawise |
$90IAISS 10J punj [ersuad 0} syuswied
storjddns 03 syuowie
SI3SN puB SIsWO0ISnd woy s)d1e0ay
S91{AIYY Suneaad wodg SOl YsB)

TT0T "0€ dunf pIpuy Jes X 37} 104

spung Liejoridorg
SMOL] Yse) JO 1AW EIS
NOILVIOJdHO)D ALID WATVS



144
sjuawWa)elS JeroueuL] 01 sajoN Suifuedwioooy 99§

- $ 869°80C $ -

¢ - ¢ Q79°601 ¢ - ¢ 0L0°66 $ 193p y3nouy) sjasse Jo sseyind yses-uoN

- $ 56009 $ - - $  8T6%EL $ sL8'0ec § wTsL'est  § 0 LESIs8 $ s1adojaasp

: : . £q suopnqLuod opujoul SafAROE Jujoueu)

pajeal pue feyded woly swajt Yseo-uoN

. uonpwioul Lgjuswajddng
8YL6L $ 79€900°1 $ T61°9T $ 068°0¥ $ LISCTS $ L6LOTT $ 996°00€ $ 'safianoe

. . . . . Bunesoado Aq papraoid yses JoN

L8116 68C°060°T Y6ET1 [AAR 144 98¢°16¢€ ST0°€T 051°967 syuounsnipe [ej0],
981 - - i - - - - I Spunj Jayjo 0} anp uj (9seaIoap) asealou]
L6S°T1 90v°801 E0E°ET . (osgen) 1£5°86 LIs's 17¥'e . ajquAed $junoooe ut (35ea109p) 358101
" 9¥9°81 - - - - 94981 Spunj Jotj0 Wolf onp Ul 3sea10sp (IseaIoU])
- SPIEl - - . - 9GL°L1 - (9 KI0)URAUT U] 95BJ0P (ISBAIOU])
- (43437 r8y'0) (0£5°D) 61V°LY LOL'T . 0LE'E 9]qA[200) SYUNODOE UT 95BAIOOP (9580.10Uf)
- $09°9C - - 60L°C 9L¥°1 - 614°CT asuadxy] uoyezIowy
9€7°86 900°SL8 SLS 16€092 $0v°981 16L%1T $88°CIT asuadxg uoperoaidaCy

:sapianioe upeiado £q papraoid yseo jou 0)
swoou] Supjerado 9[10U091 0} Sjueunshlpy
(611 $  (Lee'e®) - § 86LYI sz107)  § - 1€6%€91 $ @Qrzoor)  § 9ISV $ swoou] unesad(
. . :sapanoe Sunuaado £q papiao.d
ysed jau 0) durooul ugpesado yo uonelL0IAY

pun, ®01. pung - uonednIr pung punyg punyg
J0JAJOS-TRUIIU] AN fsepm PazLNSSaId AN 29y AN omog AN Jere
[BIUSWIUIDA0D) pun asudiuyg ostidioug - SANIANDY odAT-ssousng
Jo[eN-UON
110 ‘0 dunf papugy 183 31 J0g
spuny Lwjordoag
SMO[ Yse)) Jo Juouiajels
AL WI'TVS

pomuIoy)

spuny Lrgjorrdoag

SMOLY YS&)D JO JUdmd)BIS
NOLLVHOJIOD ALID WATVS



SALEM CITY CORPORATION
Notes to the Financial Statements

June 30,2011

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Salem City Corporation (the City) financial statements are prepared in accordance with generally accepted
accounting principles (GAAP). The Governmental Accounting Standards Board (GASB) is responsible for
establishing GAAP for state and local governments through its pronouncements (Statements and
Interpretations). Governments are also required to follow the pronouncements of the Financial Accounting
Standards Board (FASB) issued through November 30, 1989 (when applicable) that do not conflict with or
contradict GASB pronouncements. The City applies FASB pronouncements issued after that date to its
business-type activities and enterprise funds. The more significant accounting policies established in GAAP
and used by the City are discussed below.

A. Reporting Entity

Salem City Corporation was incorporated under laws of the State of Utah. Under the present form of
government, administrative and legislative powers are vested in a governing body, consisting of the Mayor and
a City Council. They are assisted by a Finance Director who is currently responsible for the financial matters
of the City, including money management, accounts payable, financial statements, and accounts receivable.

The City provides the following services as mandated by law: Public Safety, Judicial Services, Highways and
Streets, Sanitation, Parks, Cemetery, Water, Sewer, Electric, Waste Removal, Storm Drain, Public
Improvements, Planning and Zoning, and General Administrative Services

Blended Component Units

The Municipal Building Authority was created by the City during fiscal year 2002 and is governed by the
City's Mayor and Council. The authority uses the proceeds of its tax-exempt bonds to finance the construction
or acquisition of general capital assets for the City. The bonds are secured by a lease agreement with the City
and will be retired through lease payments from the City. The financial statements of the Municipal Building
Authority are included in the accompanying financial statements as a blended component unit. '

The Municipal Building Authority is considered a blended component unit since the governing board is the
same governing board of the City. :

The Redevelopment Agency was created by the City during fiscal year 2009 and is governed by the City's
Mayor and Council. The financial statements of the Redevelopment Agency are included in the accompanying
financial statements as a blended component unit.

The Municipal Building Authority and Redevelopment Agency are presented as special revenue funds in the
financial statements.

Complete financial statements for each of the individual component units may be obtained at the City's
administrative offices.
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SALEM CITY CORPORATION
Notes to the Financial Statements

Continued

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued

B. Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net assets and the statements of changes in net
* assets) report information on all of the nonfiduciary activities of the primary government and its component
units. For the most part, the effects of interfund activities have been removed from these statements.
Governmental activities, which are normally supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and 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, 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 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, proprietary funds, and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major individual -
governmental funds and major individual enterprise funds are reported as separate columns in the fund

financial statements.

C. Measurement Focus. Basis of Accounting and Presentation

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

Governmental fund financial statements are reported using the current financial resources measurement focus
and the modified basis of accounting. Revenues are recognized when susceptible to accrual (i.e., when they are
"measurable and available"). "Measurable" means the amount of the transaction can be determined and
"available" means collectible within the current period or soon enough thereafter to be used to pay liabilities of
the current period. The government considers all revenues available if they are collected within 60 days after
the year-end. Expenditures are recorded when the related fund liability is incurred, except for unmatured
interest on general long-term debt as well as expenditures related to compensated absences, claims, and
judgments, which are recorded only when payment is due. '

Property taxes, sales taxes, franchise taxes, and earned but unreimbursed state and federal grants associated
with the current fiscal period are all considered to be susceptible to accrual and so have been recognized as
revenue of the current fiscal period. All other revenue items are considered to be measurable and available

only when cash is received by the government.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued

C. Measurement Focus. Basis of Accounting and Presentation - Continued

The government reports the following major governmental funds:

The gemeral fund is the general operating fund of the City. It is used to account for all financial
resources except those required to be accounted for in another fund.
The capital projects fund is used to account for the construction of community projects.

The government reports the following major proprietary funds:

The water fund accounts for the activities of the City's water operations.

The sewer fund accounts for the activities of the City's sewer operations.

The electric fund accounts for the activities in the City's electric operations.

The pressurized irrigation fund accounts for the activities of the City's pressurized irrigation system.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statement. Exceptions to this general rule are payments to the general fund by the various enterprise funds for
providing administrative services for such funds. Elimination of these charges would distort the direct costs
and program revenue reported for the various functions concerned.

Proprietary 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 a

proprietary fund's principle ongoing operations.
Additionally, the government reports the following fund types:

Special Revenue Funds:
Municipal Building Authority accounts for the activities of the municipal building authority.

Redevelopment Agency accounts for the activities of the Redevelopment Agency.
Permanent Fund:

Perpetual Care accounts for the perpetual care of the cemetery.
Internal Service Funds:

Motor Pool Fund accounts for the activities of the motor pool.

Data Processing Fund accounts for the activities of the data processing services.
Proprietary Funds:

Waste Utility accounts for the activities of the waste removal.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued

D. Assets. Liabilities, and Net Assets or Equity

1. Deposits and investments

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

Investments consist of amounts deposited with Utah Public Treasurers' Investment Fund, treasury bills of the
U.S. Government, and money market funds. Investments are stated at fair value, which approximates cost.

2. Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the
fiscal year are referred to either "due to/due from other funds". ‘ :

3. Inventories and prepaid items

All inventories are valued at cost using the first-in/first-out (FIFO) method. Inventories of governmental funds
are recorded as expenditures when consumed rather than when purchased.

Certain payments to vendors reflect costs applicéble to future accounting periods and are re_c_:_c_irded as prepaid .
items in both government-wide and fund financial statements.

4. Restricted assets

Restricted assets are comprised of cash restricted for future payments of principal and interest on debt services.
Restricted resources rather than unrestricted resources are used first to fund related appropriations.

5. 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 (amount not rounded) and an estimated useful life in excess of two
years. Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued

D. Assets, Liabilities, and Net Assets or Equity - Continued

5. Capital assets — Continued

Donated capital assets are recorded at estimated fair market value at the date of donation. The infrastructure
assets consist of the estimated value of the City's streets and roads at July 1, 2003, plus the costs of additions
since that date. :

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets' lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest incurred
during the construction phase of capital assets of business-type activities is included as part of the capitalized
value of the assets constructed.

Property, plant, and equipment of the primary government is depreciated using the straight line method over
the following estimated useful lives: ‘

Assets Years
Buildings and structures 25-50
Improvements other than buildings 20-50
Infrastructure 20
Machinery and equipment 5-10

6. Compensated Absences

Employees may accumulate vacation and sick leave. Those with accumulated leave hours may be
compensated.

7. Taxes

In Utah, county governments assess, levy, collect and disburse two principal types of tax: (1) personal property
tax which is assessed on business assets other than real estate, and (2) tax on real estate and improvements.
Business personal property and real estate taxes attach as an enforceable lien on property as of January Ist.
Taxes are levied on all business personal-property on January 1st and real estate and improvement taxes are
levied on January 1st and are payable by November 30th. The real property taxes that are due in November are
reported as a receivable from property taxes on the financial statements. Because these taxes are not considered
available to liquidate liabilities of the current period, they are offset by deferred revenue.

The City Council is authorized by state statute to levy a tax against all real and personal property located

within its boundaries. The Council must set a tax rate by June 22nd each year. The County Treasurer, acting as
a tax collector, must settle and disburse all tax collections to all taxing entities on a routine basis.
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1. SUMJVIARY OF SIGNIFICANT ACCOUNTING POLICIES — Continued

D.‘ ASsets, Liabilities, and Net Assets or Equity — Continued

8. Long-term obligations

In the government-wide financial statements, and proprietary fund types in the fund financial statements, long-
term debt and other long-term obligations are reported as liabilities in the applicable governmental activities,
business-type activities, or proprietary fund type statement of net assets. Issuance costs, are deferred and
amortized over the life of the bonds. Bonds payable are reported net of the applicable bond premium or
discount. Bond issuance costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of debt issued is reported as other financing
sources. Premiums received on debt issuances are reported as other financing sources while discounts on debt
issuances are reported as other financing uses. Issuance costs, whether or not withheld from the accrual debt
proceeds received, are reported as debt service expenditures. : :

9. Net Assets/Fund Balances

In the governmental fund financial statements, fund balances are classified as nonspendable, restricted, or
unrestricted (committed, assigned, or unassigned). Restricted represents those portions of fund balance where
constraints placed on the resources are either externally constrained due to state or federal laws, or externally
imposed conditions by grantors or creditors. Committed fund balance represents amounts that can only be
used for specific purposes pursuant to constraints imposed by formal action of the Town Council. ‘Assigned
fund balance is constrained by the Town Council’s intent to be used for specific purposes. Unassigned are
residual balances in the General Fund.

10. Use of Estimates

Presenting financial statements in -conformity with ‘Generally Accepted Accounting Principles requires
management to make certain estimates concerning assets, liabilities, revenues, and expenses. Actual results
may vary from these estimates. :

2. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

A. Explanation of certain differences between the sovernmental fund balance sheet and the
sovernment-wide statement of net assets

The governmental fund balance sheet includes reconciliation between fund balance — total governmental funds
and net assets - governmental activities as reported in the government-wide statement of net assets.

This difference primarily results from the long-term economic focus of the statement of net assets versus the
current financial resources focus of the governmental fund balance sheets.
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2. RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS - continued

A. Explanation of certain differences between the governmental fund balance sheet and the

sovernment-wide statement of net assets - Continued

Capital related items:

When capital assets (property, plant, and equipment) that are to be used in governmental activities are
purchased or constructed, the costs of these assets are reported as expenditures in governmental funds.
However, the statement of net assets includes those capital assets among the assets of the city as a whole.

Cost of capital assets $28,632,447
Accumulated depreciation (13.484.617)

Net adjustment to increase fund balance - total governmental
Sfunds to arrive at net assets - governmental activities) $15.147.830

Long-term debt transactions:
Long-term liabilities applicable to the City's governmental activities are not due and payable in the current
period and accordingly are not reported as fund liabilities in the fund statements. All liabilities (both current

and long-term) are reported in the statement of net assets.

Bonds, notes, and capital leases payable $3,386,704
Bond interest payable 46,920
Other long-term payables 105.919

Net adjustment to reduce fund balance - total governmental
funds to arrive at net assets - governmental activities $3.539.543
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Continued

2. RECONCILIATION OF GOVERNMENT-WIDE ANDFUND FINANCIAL
STATEMENTS — Continued

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

The governmental fund statement of revenues, expenditures and changes in fund balances includes a
reconciliation between net changes in fund balances - total governmental funds and changes in net assets of
governmental activities as reported in the government-wide statement of activities. One element of that
reconciliation explains that "governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is allocated over their estimated useful lives and reported as
depreciation expense." ' o

Capital outlay : : ‘ $ 272,355

Depreciation expense . (1,045,364)
Capital contribution by developers . 139.300

Net adjustment to increase net changes in fund balances-
total governmental funds to arrive at changes in net assets
of governmental activities . o $ (633.709)

Another element of that reconciliation states, "The issuance of long-term debt (e.g., bonds, leases) provides
current financial resources to governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental funds. Neither transaction, however, has any effect
on net assets. Also, governmental funds report the effect of issuance costs, premiums, discounts, and similar
items when debt is first issued, whereas these amounts are deferred and amortized in the statement of
activities." o '

Change in long-term debt

Principal paid on bonds, notes, and capital leases $237,226
_ Accrued interest change : 29,427
Compensated absence change 11.542

Total debt retired o $196,257

(V3]
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3. BUDGETS AND BUDGETARY ACCOUNTING

Annual budgets are prepared and adopted in accordance with the Uniform Fiscal Procedures Act adopted by
the State of Utah. Once a budget has been adopted, it remains in effect until it has been formally revised.
Furthermore, in accordance with state law, all appropriations lapse at the end of the budget year. If any
obligations are contracted for and are in excess of adopted budget, they are not a valid or enforceable claim
against the City. Budgets are adopted on a basis consistent with generally accepted accounting principles. All
funds of the City have legally adopted budgets.

The City adheres to the following procedures in establishing the budgetary data reflected in the financial
statements:

A.

G.

On or before the first regularly scheduled meeting of the City Council in May, the City administrator,
authorized under state statute to be appointed budget officer, submits a proposed operation budget. The
operating budget includes proposed expenditures and the means of financing them.

A public hearing is held at which time the taxpayers' comments are heard. Notice of the hearing is
given in the local newspaper at least seven days prior to the hearing. Copies of the proposed budget are
made available for public inspection ten days prior to the public hearing.

On or before June 22nd, a final balanced budget must be adopted through passage of a resolution for
the subsequent fiscal year beginning July 1st.

Control of budgeted expenditures is exercised, under state law, at the departmental level. The City
Administrator, however, acting as budget officer, has the authority to transfer budget appropriations
between line items within any department of any budgetary fund. The City Council, by resolution, has
the authority to transfer budget appropriations between the individual departments of any budgetary
fund.

Budget appropriations for any department may be reduced by resolution.
A public hearing as required in B) above, must be held to increase the total appropriations of any one
governmental fund type; however, after the original public hearing, operating and capital budgets of

proprietary fund types may be increased by resolution without an additional hearing.

Encumbrances lapse at year end. Encumbered amounts carry over to the following year and are subject
to reappropriation. Therefore, no encumbrances are presented in the financial statements.

During the budget year, the City modified the budget on several occasions using the above procedures.
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4. CASH, CASH EQUIVALENTS AND INVESTMENTS
A. Deposits

Deposits - Custodial Credit Risk - Custodial credit risk is the risk that in the event of a bank failure, the City's
deposits may not be returned to it. The City follows the requirements of the Utah Money Management Act
(Section 51, chapter 7 of the Utah Code) in handling its depository and investing transactions. The City
considers the actions of the Council to be necessary and sufficient for adequate protection of its uninsured bank
deposits. City funds are deposited in qualified depositories as defined by the Act. The City does not have a
deposit policy for custodial credit risk. As of June 30, 2011, the City's custodial credit risk for deposits were as
follows: : -

c _ Balance
Depository Account Custodial Credit Risk June 30. 2011
Regular Checking Now Account Insured ‘ : , $1,041,151
Public Checking Analyze Insured : §791,151

B. Investments

The City’s investments are managed through participation in the State Public Treasurer's Investment Fund. As
of June 30, 2011, the City had the following investments: ’

Investment ‘ _ Maturities © Fair Value
Utah Public Treasurer’s Investment Fund . 62 days average $2,033,638 .
Money Market Accounts . Less than 1 yr 11

| $2.033.649

Investments - Interest Rate Risk - The City does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing interest rates.
However, interest rate risk is managed by compliance to the Utah Money Management Act which provides
guidance for handling depository and investing transactions in order to minimize interest rate risk

Investments - Credit Risk - The City follows the requirements of the Utah Money Management Act (Section
51, chapter 7 of the Utah Code) in handling its depository and investing transactions. City funds are deposited
in qualified depositories as defined by the Act. The Act also authorizes the City to invest in the Utah Public
Treasurers' Investment Fund (PTIF), certificates of deposit, U.S. Treasury obligations, U.S. agency issues, high
trade commercial paper, bankers' acceptances, repurchase agreements, corporate bonds, restricted mutual
funds, and obligations of governmental entities within the State of Utah. -
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Continued

4. CASH, CASH EQUIVALENTS, AND INVESTMENTS — Continued

B. Investments - Continued

The PTIF is invested in accordance with the Act. The State Money Management Council provides regulatory
oversight for the PTIF. The degree of risk of the PTIF depends upon the underlying portfolio. The Act and
Council rules govern the financial reporting requirements of qualified depositories in which public funds may
be deposited and prescribe the conditions under which the designation of a depository shall remain in effect. If

-a qualified depository should become ineligible to hold public funds, public treasurers are notified
immediately. The City considers the actions of the Council to be necessary and sufficient for adequate
protection of its investments. The City has no investment policy that would further limit its investment choices.
The PTIF is unrated.

Investments - Custodial Credit Risk - For an investment, custodial credit risk is the risk that, in the event of the
failure of the counterparty, the City will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. The City's entire $11 of underlying securities are held
by the investment's counterparty, not in the name of the City, not insured, and are not rated. The City does not
have an investment policy for custodial credit risk.

5. RECEIVABLES

Receivables as of year end for the government's individual major fund and non-major funds in the aggregate,
including the applicable allowances for uncollectible accounts, are as follows:

Nonmajor
Pressurized Utility
General Water Sewer Electric Irrigation Solid Waste Total

Receivables:

Accounts $ 59,196 $ 63,924 $ 50,001 $ 250,795 $ 49,711 $ 31,114 $ 504,741
Property Tax 513,584 - - - - - 513,584
Intergovernmental 95,223 - - - - - 95,223
Allowance (4,158) (4,740) (3,713) (21,006) (3,323) (2,017) (38,957)

$ 663,845 $ 59,184 $ 46,288 $ 229,789 3 46,388 $ 29,097 $§ 1,074,591

Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Governmental funds also defer revenue
recognition in connection with resources that have been received, but not yet earned. At the end of the current
fiscal year, the various components of deferred revenue and unearned revenue reported in the governmental

funds were as follows:

Unavailable
Property taxes (General Fund) $495,585
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6. INTERFUND RECEIVABLES, PAYABLE AND TRANSFERS
The composition of interfund balances as of June 30, 2011 is as follows:
" Due to/from other funds:

Receivable Fund Payable Fund - _ Amount

Water Fund Internal Service Fund $17,068

Capital Projects Redevelopment Agency 20

Capital Projects Municipal Building Authority 439
Inter fund Transfers:

Transfer Out
Nonmajor Business
: General Capital . Governmental Type - Total

Transfer in: b .

- General - - § - $ - $ 442240 < $ 442,240
- Construction - - - - -
Nonmajor Govtl. - - - - : -
Business Type - - - - -
Total Transfer Out $ $ - $ 442240 $ 442240
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7. CAPITAL ASSETS
Primary Governmental Beginning Ending
Governmental Activity Balance Increases Decreases Balance
Capital assets not being depreciated:
Land $ 369,909 § - - $ 369,909
Construction in progress - - - -
Total capital assets not being depreciated 369,909 - - 369,909
Capital assets being depreciated:
Buildings 3,319,352 - - 3,319,352
Improvements 1,827,736 173,833 - 2,001,569
Machinery and equipment 2,066,356 - - 2,066,356
Infrastructure 20,637,439 237,822 - 20,875,261
Total capital assets being depreciated 27,850,883 411,655 - 28,262,538
Less accumulated depreciation (12,439,253) (1,045,364) - (13,484,617)
Total capital assets, being depreciated, net 15,411,630 (633,709) - 14,777,921
Governmental activities capital assets, net $ 15,781,539 $  (633,709) - $ 15,147,830
Beginning Ending
Business-type activities: Balance Increases Decreases Balance
Capital assets not being depreciated:
Land $ 1,038,703 $ - - $ 1,038,703
Construction in progress 645,573 - - 645,573
Water rights and stock 912,378 112,930 - 1,025,308
Total capital assets not being depreciated 2,596,654 112,930 - 2,709,584
Capital assets being depreciated:
Buildings 1,609,007 - - 1,609,007
Improvements 38,783,925 739,165 - 39,523,090
Machinery and equipment 375,883 126,628 - 502,511
Infrastructure 1,311,204 - - 1,311,204
Total capital assets being depreciated 42,080,019 865,793 - 42,945,812
Less accumulated depreciation (5,451,437) (875,006) - (6,326,443)
Total capital assets, being depreciated, net 36,628,582 (9,213) - 36,619,369
Business-type activities capital assets, net $ 39,225,236 $ 103,717 $ - $ 39,328,953
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7. CAPITAL ASSETS- continued

‘ Depréciation has been charged to the departments as follows:

General government ' $ 67,409
Public safety ‘ 119,840
Highway and public works 770,571
 Parks and recreation | ' 87.544
Total depreciation $1.045.364

8. LEASE COMMITMENTS

The City during the fiscal year 2011 executed a new lease for a mini boom truck in
the amount of $109,628 payable in annual installments for 5 years. ‘ $109,628

The City during the fiscal year 2007 executed a new lease for a bucket truck |
in the amount of $136,980 payable in annual installments for 6 years. 29,844

‘The City during the fiscal year 2007 executed anew blease for a jet truck in the ,
amount of $286,510 payable in annual installments for 8 years. o 155,487

The .Cifty during the fiscal year 2008 executed a new lease for a dump truck in _ :
the amount of $160,299 payable in annual instaliments for 5 years. 68,217

The assets acquired through capital leases are as follows:

" Governmental
Activities
Asset:
Machinery & Equipment ' : $693,417
Accumulated Amortization (306.889)
Total - $386,528

Amortization of capital assets purchased under capital leases is included in depreciation.

" The City has acquired fixed assets financed with capital leases. The related lease agreements contain fiscal
funding clauses that allow cancellation of the leases if future funding of the leases are not budgeted by the City

Council.
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8. LEASE COMMITMENTS - Continued

The following is the present value of future minimum capital lease payments under these leases as of
June 30, 2011:

Governmental Business-type Total
Fiscal Year Amount Amount Amount
2012 $ 79,705 $ 55,533 $ 135,238
2013 79,704 24,564 104,268
2014 43,277 24,563 67,840
2015 43,910 24,563 68,473
2016 - 24,563 24,563
Total Minimum lease payments 246,596 153,786 400,382
Less amounts representing interest (22,892) (14,314) (37,206)
Present value of minimum lease payments $ 223,704 $ 139,472 $ 363,176

At June 30, 2011 the City's capital leases
payable balance consisted of the following:
Capital Leases Capital Leases Capital Leases

Payable Payable Payable
Governmental Business-type All Fund Types
Capital Leases Payable $ 223,704 $ 139,472 $ 363,176
Current Portion Capital Lease Payable (69,532) (50,121) (119,653)

Long Term Capital Leases Payable $ 154,172 $ 89,351 $ 243,523
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9. LONG-TERM DEBT

Bdnds and notes payable at June 30, 2011, are comprised of the following:

Revenue Bonds
Water Revenue Bond-Series 1991:
" $420,000 Water revenue bonds due in annual principal and interest _
~ payments through January 2012 - with an interest rate of 4% - $ 30,000

Sewer Revenue Bond-Series 1994: :
$322,500 Sewer revenue bond due in annual principal and interest _
payments through October 2013 - with an interest rate of 2% 50,986

. Water Revenue Bond-Series 1996:
$300,000 Water revenue bond due in annual principal payments ,
through January 2017 - There is no interest on this bond ' 48,875

Secondary Water Revenue Bond-Series 2007:
$7,500,000 Secondary water revenue bond due in annual principal

and interest payments through September 2037 - with an interest rate »
of 1.70% : 6,478,742

Excise Tax Revenue Bond-Series 2008:
$3,500,000 Excise tax revenue bond due in annual principal and
~ semi-annual interest payments through September 1, 2027 - with an C
* interest rate of 3.95% 13,163,000

40



SALEM CITY CORPORATION
Notes to the Financial Statements

Continued
9. LONG-TERM DEBT - Continue
Revenue Bonds
Governmental Business-Type
Fiscal Year Principal Interest Principal Interest
2012 $ 155,000 $ 121,877 $ 89,000 $ 112,067
2013 162,000 115,616 70,000 109,938
2014 167,000 109,118 74,986 108,818
2015 177,000 102,324 60,875 107,576
2016 184,000 95,195 69,000 106,454
2017-2021 1,022,000 359,688 655,000 505,452
2022-2026 888,000 171,073 1,245,000 420,239
2027-2031 408,000 16,274 1,811,000 289,008
2032-2036 - - 2,484,000 102,913
2037-2038 . - - 49,742 211
Total $ 3,163,000 $ 1,091,165 $ 6,608,603 $ 1,862,676
General Obligation Bond
General Obligation Refunding Water Bonds-Series 2004:
$2,735,000 General Obligation refunding bond with annual principal
and semi-annual interest payments through March 2016 - with a
varying interest rate 2.00-4.00%. $1,420,000
General Obligation Bonds
Water Fund

Fiscal Year Principal Interest

2012 $ 265,000 $ 44,719

2013 275,000 38,019

2014 285,000 28,678

2015 290,000 19,784

2016 305,000 12,200

Total $ 1,420,000 $ 143,400
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9. LONG-TERM DEBT - Continue

Notes Payable | . o
' During 2006 the City acquired a note for $250,000 with Elk Ridge City to buy

out a portion of 4 sewer treatment plant. The note requires annual principal
- payments through 2012 - there is no interest with this note. . 4 $ 50,000

During 2008 the City acquired a note for $160,000 to acquire land for the
pressurized irrigation system. The note requires annual principal payments o
through 2012. - with a 6.00% interest rate. . : ' ~ 40,000

Durin'g 2006, the City acquired a note for $1,800,000 froma developer to
be used for an electric substation. This interest free note is paid back to the
developer based on a percentage of electric impact fees collected by the City. 1,002,818

During 2010,‘the City acquired a note for $525,575 from a developer to '
be used for water system improvements. This interest free note is paid back
to the developer based on a percentage of water impact fees coliected by the City. ' 517,042

“During 2010, the City acquired a note for $1,065,326 from a developer to
be used for sewer system improvements. This interest free note is paid back
to the developer based on a percentage of sewer impact fees collected by the City. o 1,045,123

During 2011, the City acquired a note for $99,070 from a developer to
be used for water system improvements. This interest free note is paid back
to the developer based on a percentage of water impact fees collected by the City. _ 55,062
Notes Payable i
o _ Governmental Business-Type
Fiscal Year Principal Interest Principal Interest

2012 $ - $ - $ 183,179 § 1,200
2013 . - - 93,179 -
2014 . - 93,179 -
2015 o - - 93,179 -
2016 93,179
2017-2021 - : 464,547 -
2022-2026 - - 437,690 -
20272031 , - - 230,268 -
© 2032-2036 - - 135,130 -

2037-2038 . - - 886,515 -
Total $ - $ - $ 2,710,045 $ . 1,200
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9. LONG-TERM DEBT - Continue

The future annual requirements for all outstanding bond and note obligations as of June 30, 2011 are as

follows:
All Bonds and Notes
Fiscal Year Principal Interest Total

2012 $ 692,179 $ 279,863 $ 972,042
2013 600,179 263,572 863,751
2014 620,165 246,614 866,779
2015 621,054 229,684 850,738
2016 651,179 213,849 865,028
2017-2021 2,141,547 865,140 3,006,687
2022-2026 2,570,690 591,312 3,162,002
2027-2031 2,449,268 305,282 2,754,550
2032-2036 2,619,130 102,913 2,722,043
2037-2040 936,257 211 936,468
Total $ 13,901,648 $ 3,098,440 $ 17,000,088

Summary of changes in long-term debt is as follows:

July 1, June 30, Due in
Governmental Activities 2010 Additions Reductions 2011 One Year
Bonds Payable:

Excise tax bonds $ 3,313,000 $ - $ 150,000 $ 3,163,000 $ 155,000
Note Payable - - - - -
Capital Leases 310,930 - 87,226 223,704 69,532
Compensated absences 94,377 11,542 - 105,919 -

Gov't Activities Long-Term Debt _$ 3,718,307 § 11,542 $ 237,226 $ 3,492,623 $ 224,532

Business Type Activities:

Bonds Payable:
Revenue Bonds $ 7,827,861 $ - $ 1,219,258 $ 6,608,603 $ 89,000
General Obligation Bonds 1,680,000 - 260,000 1,420,000 265,000
Capital Leases 58,671 109,628 28,827 139,472 50,121
Notes Payable 2,798,100 60,703 148,758 2,710,045 183,179

Business-type Activities
Long-Term Debt $ 12,364,632 $§ 170,331 $ 1,656,843 $ 10,878,120 $ 587,300
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10.

11.

RETIREMENT PLANS

Local Governmental - Cost Sharing - |
Plan Description. Salem City Corporation contributes to the Local Governmental Contributory
Retirement System and Local Governmental Noncontributory Retirement System for employers with Social

‘Security coverage, Firefighters Retirement System which are for employers without Social Security coverage

cost-sharing multiple-employer defined benefit pension plans administered by the Utah Retirement Systems
(Systems). Utah Retirement Systems provide refunds, retirement benefits, annual cost of living adjustments
and death benefits to plan members and beneficiaries in accordance with retirement statutes.

The Systems are established and governed by fhe fespective sections of Chapter 49 of the Utah Code

Annotated 1953 as amended. The Utah State Retirement Office Act in Chapter 49 provides for the
administration of the Utah Retirement Systems and Plans under the direction of the Utah State

Retirement Board (Board) whose members are appointed by the Governor. The Systems issue a publicly
available financial report that includes financial statements and required supplementary information for the
Local Governmental Contributory Retirement System, Local Governmental Noncontributory Retirement
System, Public Safety Retirement System for employers with Social Security coverage and Firefighters
Retirement System which are for employers without Social Security coverage. A copy of the report may be

" obtained by writing to the Utah Retirement Systems, 540 East 200 South, Salt Lake City, UT 84102 or by

calling 1-800-365-8772.

Funding Policy. Salem City Corporation is required to contribute to the Local Government :

Noncontributory Retirement System 13.37% of the Plan members' annual covered salary. In the Public
Safety Retirement System for employers with Social Security coverage noncontributory division members
are required to contribute 28.82 % of their salary (all or part may be paid by the employer for the employee).
The contribution rates are the actuarially determined rates. The contribution requirements of the Systems are
authorized by statute and specified by the Board. ' '

The Salem City Corporation contributions to the Local Governmental Noncontributory Retirement

System for June 30, 2011, 2010 and 2009 were $166,837, $151,477, and $147,611, respectively, and for the.

Public Safety Retirement System the contributions for June 30, 2011, 2010 and 2009 were $101,394,
$90,642, and $83,724, respectively, and for the 401K Plan System the contributions for June 30, 2011, 2010,
and 2009 were $48,037, $52,897, and $52,812, respectively. The contributions were equal to the required
contributions for each year.

RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. It is the policy of the City to purchase
commercial insurance for these risks. Various policies are purchased through an insurance agency to cover
liability, theft, damages, and other losses. A minimal deductible applies to these policies which the City pays
in the event of any loss. The City also has purchased a workers' compensation policy. Settled claims
resulting from these risks have not exceeded commercial insurance coverage in any of the past three fiscal

years.



SALEM CITY CORPORATION
Notes to the Financial Statements

Continued

12. JOINT VENTURES

South Utah Valley Solid Waste City

Salem City joined in a joint venture with several other municipalities to create the South Utah Valley Solid
Waste City (the City). The City was created for the purpose of building a landfill and transfer station and
operating the same for the benefit of member municipalities. The majority of the

City's sanitation service revenue comes from these governmental entities.

Additional information is as follows:
a. Participants and their percentage shares:

Spanish Fork City Corporation 11.750%
Provo City Corporation . 69.750%
Springyville City Corporation 15.000%
Mapleton City Corporation 2.000%
Salem City Corporation 1.500%
Goshen Town (Landfill participant only) © 0.000%
100.000%

b. The City is governed by a Board of Directors which is comprised of six directors. The Mayor
and City Council of each member City appoints one director. All decisions of the Board are by
majority vote, except in the case of a tie. In a tie, the votes would be taken by tonnage. For
Provo to prevail in a tie vote they would need one additional city to vote with them.

c. The City's Board of Directors governs the operations of the City through management
employed by the Board. Since the City is subject to the same laws as the creating entities, it must
follow State law for cities in the areas of fiscal management, budgeting, and financing.

d. Salem Contributes annually for its percentage share of ownership for debt service as well as
membership revenues. Salem recognizes its percentage of net income (loss) of the joint venture
on an annual basis which can be seen as equity in a joint venture. Salem recognized $4,669 of
gain in the current year leaving an investment balance of $186,641 as of June 30,2011.

e. Audited financial statement for South Utah Valley Solid Waste City are available at the
City’s office.
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12.

13.

14.

JOINT VENTURES - Continued

South Utah Valley Municipal Water Association , ‘
Salem City is member of South Utah Valley Municipal Water Association, a separate legal entity and
political subdivision of the State of Utah, which was formed pursuant to the provision of the inter-local

cooperation act. The association consists of 10 municipalities and was formed to plan, finance, acquire, -
construct, improve, operate, or maintain projects for the water and waste water treatment facility.

Salem City has invested $384,478 toward the purchases of the wastewater treatment property. This payment
is shown as equity in a joint venture. - _

The complete financial statements for South Utah Valley Municipal Water Association may be obtained
from the manager of finance at 40 South Main, Spanish Fork, and Utah 84660. '

RESTRICTED FUND BALANCES

The City had the following restricted cash balances as of June 30, 201 1:

Perpetual ‘Pressurized

General Care Water Sewer Electric Trrigation

Impact fees, unexpended $ 250,752 - 8§ -8 - $ 169,050 $ -  $ 77,597
B&C roads ‘ 50,223 - - - - -

Perpetual care S - 63,204 - - - -

Debt sinking and reserves - C- 52,500 43,880 - 131,432

Total - $ 300,975 $ 63204 § 52,500 $ 212,930 § - § 209,029

OTHER DISCLOSURES

Excess of Expenditures Over Appropriations ’
Utah law requires that actual expenditures shall not exceed budgeted appropriations for any department of

the general fund. The general government department was over-spent by $15,741.

The Waste Utility and Motor Pool fund total expenditures of the fund exceed the budget amounts.

Deficit fund balance - o
Nonmajor funds Redevelopment Agency and the Municipal Building Authority had deficit fund balance as

of June 30, 2011.
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15.

16.

17.

SEGMENT INFORMATION FOR INTERNAL SERVICE FUNDS

The City maintains Internal Service Funds which provide motor pool and data processing services.
Selected unaudited information for these funds for the year ended June 30, 2011 is as follows:

Motor Data
Pool Processing Total
Operating Revenues _ $ 327,081 $ - $ 327,081
Depreciation and Amortization (98,236) - (98,236)
Other Operating Expenses (240,284) - (240,284)
Operating Income (Loss) (11,439) - (11,439)
Non-Operating Revenue (Expense) (12,835) - (12,835)
Net Increase (Decrease) in Retained Earnings $ 24,274) $ - $ (24,274)
Total Assets - $ 266,528 $ - $ 266,528
Total Liabilities 268,420 (5,603) 262,817
Total Fund Equity (1,892) 5,603 3,711

REDEVELOPEMENT AGENCY

The Redevelopment agency of Salem City is established to further public purposes in the redevelopment of
certain City areas. For the year ended June 30, 2011 no activity occurred in the City's
Redevelopment Agency.

SUBSEQUENT EVENTS

In preparing these financial statements, the City has evaluated events and transactions for potential
recognition or disclosure through October 3, 2011, the date the financial statements were available to be

issued.
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SALEM CITY CORPORATION
Combining Balance Sheet
Non-Major Governmental Funds

June 30,2011
Special Permanent
Revenue Funds - Fund
‘Municipal
Redevelopment Building Perpetual Memorandum Totals
_ Agency Authority Care 2011 . 2010
ASSETS v .
Cash & cash equivalents , $ - $ - $ 63,204 $ 63,204 $ 61,290
Due from other funds - - - - -
'~ Total assets - $ -8 - $ 63,204 $ 63,204 $ 61,290
LIABILITIES v
Due to other funds $ 20§ 439 b - $ 459 $ 509
Total Liabilities 20 439 - 459 509
Fund balance: ‘ ‘
Restricted for perpetual care , - - . 63,204 63,204 61,290
Unassigned _ {(20) (439) - (459) ~ (509)
Total fund balance . (20) (439) 63,204 62,745 60,781
Total liabilities & fund balance _$ - $ - $ 63,204 $ 63,204 $ 61,290
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SALEM CITY CORPORATION
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
Non-Major Governmental Funds

For the Year Ended June 30, 2011

Special
Revenue Funds Permanent Fund
Municipal
Redevelopment Building Perpetual Memorandum Totals
Agency Authority Care 2011 2010
Revenues:
Intergovernmental $ - $§ 65592 % 1,727 $§ 67319 § 67,018
Investment earnings - - 187 187 290
Total revenues - 65,592 1,914 67,506 67,308
Expenditures:
Current;
Tax increment distributions - - - - 70,000
Debt Service:
Principal retirement - 38,000 - 38,000 36,000
Interest and fiscal charges - 27,542 - 27,542 29,534
Total - 65,542 - 65,542 135,534
Excess of revenues over expenditures - 50 1,914 1,964 (68,226)
Other financing sources (uses):
Transfers in (out) - - - - 55,000
Net change in fund balances - 50 1,914 1,964 (13,226)
Fund balances - beginning of year (20) (489) 61,290 60,781 74,007
Fund balances - end of year $ 20 §$ (439) $ 63204 $ 62,745 $ 60,781
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ALLRED (1)) JACKSON

AUDIT « TAXES + ADVISORY A PROFESSIONAL CORPORATION

2100 North Main « North Logan, Utah 8‘4341
P: 435-752-6441 + F: 752-6451

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

Honorable Mayor and City Coungcil
Salem City
Salem, Utah

We have audited the financial statements of the governmental activities, business-type activities, each major fund,
and the aggregate remaining fund information of the City of Salem, Utah (the City) as of and for the year ended
June 30, 2011, which collectively comprise the City’s basic financial statements and have issued our report
thereon dated October 3, 2011. We conducted our audit in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. :

Tnternal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial reporting as a basis
for designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the City’s internal control over financial
reporting. Accordingly, we do not express an opinion on the offectiveness of the City’s internal control over

financial reporting.

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

Our consideration of the internal control over financial reporting was for the Jimited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal control over financial
reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above. However, we identified certain deficiencies in internal control over financial reporting, described in the
accompanying management letter as finding 2011-1 that we consider to be a significant deficiency in internal
control over financial reporting. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention by those

charged with governance.

W
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance that are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the City in a separate letter dated October 3, 2011.

The City’s responses to the findings identified in our audit are described in the accompanying management letter.
We did not audit the City’s responses and, accordingly, we express no opinion on them.

This report is intended for the information of the City Council and management, and certain legislative bodies and
is not intended to be and should not be used by anyone other than these specified parties.

AlLLreD TACKSON

October 3, 2011




ALLRED (1) JACKSON

AUDIT - TAXES - ADVISORY A PROFESSIONAL CORPORATION

2100 North Main « North Logan, Utah 84341
P: 435-752-6441 + F: 752-6451

INDEPENDENT AUDITOR'S REPORT ON
STATE LEGAL COMPLIANCE

Honorable Mayor and City Council
Salem City
Salem, Utah

We have audited the City of Salem (the City)’s compliance with general and major State program compliance
requirements described in the State of Utah Legal Compliance Audit Guide for the year ended June 30, 2011.
The general compliance requirements applicable to the City are identified as follows:

Public Debt Justice Courts

Cash Management B & C Road Funds

Purchasing Requirements Liquor Law Enforcement
Budgetary Compliance Other General Issues

Truth in Taxation and Impact fees :

Property Tax Limitations Uniform Building Code Standards

Utah State Retirement Utah Retirement Systems
The City received the following major State assistance programs from the State of Utah:

" Class C Road Funds (Department of Transportation)
Liquor Law Enforcement (State Tax Commission)

Compliance with the requirements referred to above is the responsibility of the City’s management. Our
responsibility 1s to express an opinion on compliance with those requirements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America,
the standards applicable to financial audits contained in Govermmental Auditing Standards, issued by the
Comptroller General of the United States; and the State of Utah Legal Compliance Audit Guide. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the
compliance requirements referred to above could have a material effect on the major assistance programs Or
general compliance requirements identified above. An audit includes examining, on 2 test basis, evidence about
the City's compliance with those requirements and performing such other procedures as we considered necessary
in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not

provide a legal determination on the City’s compliance with these requirements.



In our opinion, Salem City, Utah, complied, in all material respects, with the general compliance requirements
identified above and the compliance requirements that are applicable to each of its major state programs for the
year ended June 30, 2011. However, the results of our auditing procedures disclosed other instances of
noncompliance with those requirements, which are required to be reported in accordance with the State of Utah
legal Compliance Audit Guide and which are described in our letter to management dated October 3, 2011 as
findings 2011-2 and 2011-3.

The City’s written response to the finding identified in our audit is described in the accompanying management
letter. We did not audit the City’s responses and, accordingly, we express no opinion on them.

This report is intended solely for the information and use of management of the city and is not intended to be and

should not be used by anyone other than these specified parties. However, the report is a matter of public record
and its distribution is not limited.

AlLeed JacksoN
October 3, 2011
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ALLRED (1) JACKSON

AUDIT - TAXES » ADVISORY A PROFESSIONAL CORPORATION

2100 North Main « North Logan, Utah 84341
P: 435-752-6441 « F: 752-6451

Hénorable Mayor and City Council
Salem City
Salem, Utah

We have audited the financial statements of Salem City for the year ended June 30, 2011, and have issued our
report thereon dated October 3, 2011. A copy of these audited financial statements is enclosed. Please feel free to
contact us if you have any questions regarding the financial statements. Professional standards require that we

advise you of the following matters relating to our audit.

" Our Responsibility under U.S. Generally Accepted Auditing Standards and Government

Auditing Standards
As stated in our engagement letter, our responsibility, as described by professional standards, is to express an

opinion about whether the financial statements prepared by management with your oversight are fairly presented,
in all material respects, in conformity with U.S. generally accepted accounting principles. Our audit of the
financial statements does not relieve you or management of your responsibilities.

Our responsibility is to plan and perform the aundit to obtain reasonable, but not absolute, assurance that the
Financial statements are free of material misstatement.

As part of the audit we will consider the internal control of Salem City. Such considerations are solely for the
purpose of determining our audit procedures and not to provide any assurance concerning such internal control.

We are responsible for communicating significant matters related to the audit that are, in our professional
judgment, relevant to your responsibilities in overseeing the financial reporting process. However, we are not
required to design procedures specifically to identify such matters. '

Significant Accounting Policies v -
Management is responsible for the selection and use of appropriate accounting policies. In accordance with the

terms of our engagement letter, we will advise management about the appropriateness of accounting policies and
their application. :

The significant accounting policies used by Salem City are described in Note 1 to the financial statements. We
noted no transactions entered into by the Company during the year for which there is a lack of authoritative

guidance or consensus.



Accounting Estimates _

Accounting estimates are an integral part of the financial statements prepared by management and are based on
managements’ knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly from those expected. The
most sensitive estimates affecting the financial statements were as follows:

Management's estimate of the capital assets' useful life is based on the historical life of similar assets. We
evaluated the key factors and assumptions used to develop the capital assets' useful life in determining
that it is reasonable in relation to the financial statements taken as a whole.

Management’s estimate of the allowance for doubtful accounts is based on historical data concerning
accounts deemed uncollectable. We evaluated clients method used to calculate the reserve in determining
that it is reasonable in relation to the financial statements taken as a whole.

Disclosures in the Financial Statements
The disclosures in the financial statements are neutral, consistent, and clear. Certain financial statement

disclosures are particularly sensitive because of their significance to financial statement users. There were no
significant sensitive disclosures in the financial statements for the year ended June 30, 2011.

Material Corrected and Uncorrected Misstatements
Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are trivial, and communicate them to the appropriate level of management.

We have reviewed all proposed adjustments to the financial statements with you prior to the issuance of the audit
report.

Management Representations
We have requested certain representations from management that are included in the management representation

letter dated October 3,2011. A copy of that correspondence is included for your information.

Disagreements with Management

For the purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter that
could be significant to the Company's financial statements or the auditor's report. No such disagreements arose
during the course of the audit.




Consultation with Other Accountant
To our knowledge and as management has informed us, there were no consultations with other accountants

regarding auditing and accounting matters.

Major Issues Discussed with Management Prior to Retention .
We did not discuss any major issues with management regarding the application of accounting principles and
auditing standards that resulted in a condition to our retention as the Company's auditors.

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Company's auditors. However, these discussions
occurred in the normal course of our professional relationship and our responses were not a condition to our

retention.

No Difficulties Encountered in Performing the Audit
We encountered no difficulties in dealing with management relating to the performance of the audit.

Findings : _

In planning and performing our audit of the financial statements of Salem City (the Company) as of and for the
year ended June 30, 2011, in accordance with auditing standards generally accepted in the United States of
America, and Government Auditing Standards, issued by the comptrolier General of the United States, we
considered the Company’s internal control over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we do not express
an opinion on the effectiveness of the Company’s internal control. :

Our consideration of internal control was for the limited purpose described in the preceding paragraph and would
not necessarily to identify all deficiencies in internal control that might be significant deficiencies or material
weaknesses. However, as discussed below, we identified certain deficiencies in internal control that we consider

to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the entity’s internal
control. For the 2011 audit we consider finding 2011-1 to be a significant deficiency.

A material weakness is a significant deficiency, or combination of significant deficiencies that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected
by the Company’s internal control. None of our findings in 2011 were determined to be material weaknesses.



CURRENT YEAR FINDINGS

Finding 2011-1: Accrual basis journal entries (significant deficiency)
The City does not book accrual basis journal entries during the year. This caused many adjustments during the

audit process that needed to be booked.

Recommendation:
Implement a process to review monthly and annual financial statements and adjust amounts to properly account

for debt payments, fixed asset additions and deletions, accounts payable, inventory, investments, and receivables
as applicable.

Management response:
Management agrees with the auditors recommendations, will work with the auditors in striving to post year end

journal entries and work towards implementing a process to review on a monthly and year end basis the financial
statements for those adjustments.

Finding 2011-2: Budgetary compliance (state compliance)
Utah State law requires that municipalities not incur expenditures in excess of amounts budgeted. We noted that
the General Fund (general government department), Waste Utility Fund and Motor Pool Fund expenses exceeded

the amount budgeted.

Recommendation:
Monitor expenses throughout the year and compare them to the budgeted amounts. If adjustments are needed,

revise the budget prior to incurring the additional expenses.

Management response:
Management agrees with recommendations and will amend budget as needed to account for additional expenses

and revenues.

Finding 2011-3: Deficit fund balance (state compliance)
Utah State law requires that municipalities not incur deficit fund balances. The City has small negative fund

balances in both the Municipal Building Authority and the RDA.
Recommendation:

Generate additional revenues or transfer funds into the Municipal Building Authority and RDA to eliminate the
negative fund balances.

Management response:
Management agrees with recommendations, adjustments will be made to eliminate the negative fund balances.
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PRIOR YEAR FINDINGS

Finding 2010-1: Prior period adjustments (significant deficiency) ‘

The City did not originally book three developer notes payable for capital acquisitions and cash. The notes are to
be paid from the collections of impact fees in the respective funds. This caused debt and capital assets to be
understated. Management brought this issue to our attention prior to the start of the fiscal audit.

Recommendation: v -
Review all new agreements with developers or other entities and properly book and disclose all obligations as

incurred.

Management response:
Management agrees with recommendations, and will properly book and disclose all obligations as incurred and

agreements that have been made with developers.

Status: ‘
No prior period adjustments were required for the year ending June 30, 2011.

Finding 2010-2: Accrual basis journal entries (significant deficiency)
The City does not book accrual basis journal entries during the year. This caused many adjustments during the

audit process that needed to be booked.

Recommendation: : :
Implement a process to review monthly and annual financial statements and adjust amounts to properly account

for debt payments, fixed asset additions and deletions, accounts payable, inventory, investments, and receivables
as applicable. ' :

Management response:
Management agrees with recommendations, will work with auditors and will strive to post year end journal entries

and to book to the accrual basis of accounting.

Status:
See current year finding.
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Finding 2010-3: General unreserved fund balance (state compliance)
Utah State law requires that municipalities maintain an unrestricted fund balance of at least 5% and not to exceed

18% of estimated budgeted general fund revenues for the ensuing year. The City’s general unreserved fund
balance was $13,659 as of June 30, 2011 which is $170,453 short of the 5% minimum requirement.

Recommendation:
Review the City’s current year budget and make adjustments as necessary to increase the amount of the general

unreserved fund balance.

Management response:
Management agrees with recommendations, and will continue to monitor expenditures and revenues. A new and

more accurate method of charging administrative fees was implemented during the audit, causing a loss of
revenue in the General Fund. In future year’s management will evaluate administrative charges for enterprise
funds, making sure the general fund is compensated correctly for administrative charges.

Status:
General unrestricted fund balance of 6% was within the required amounts as of June 30, 2011.

Finding 2010-4: Budgetary compliance (state compliance)
Utah State law requires that municipalities not incur expenditures in excess of amounts budgeted. We noted that

the Capital Projects fund expenses exceeded the amount budgeted by $64,108.

Recommendation:
Monitor expenses throughout the year and compare them to the budgeted amounts. If adjustments are needed,

revise the budget prior to incurring the additional expenses.

Management response:
Management agrees with recommendations, and will amend budget as needed to account for additional expenses

and revenues.

Status:
See current year finding.

Finding 2010-5: Deficit fund balance (state compliance)
Utah State law requires that municipalities not incur deficit fund balances. The City has small negative fund

balances in both the Municipal Building Authority and the RDA.

Recommendation:
Generate additional revenues or transfer funds into the Municipal Building Authority and RDA to eliminate the

negative fund balances.

Management response:
Management agrees with recommendations, and in the next budget year, will make adjustments to eliminate the

negative fund balances.
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Status:
See current year finding.

Finding 2010-6: Justice Court (state compliance) : .
The City is required to remit justice court reports by the 10th of the following month. City personnel were not

aware of this requirement.

Recommendation:
Prepare and submit monthly reports by the 10% of the following month.

Management response:
Management Agrees with recommendations, and since management was made aware of this finding, reports have

been submitted by the 10th of the following month.

Status:
Court reporting was in compliance for the year ending June 30, 2011.

We sincerely appreciate the opportunity to provide services to Salem City and hope you find the information
included in this correspondence useful and informative. If you have any questions or wish to discuss any of the
items further, please let us know.

Very truly yours,

ALLRED JACKSON

Diana Cannell, CPA





