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FINANCE DEPARTMENT
One City Plaza

P.O. Box 13012

Yuma, Arizona 85366-3012
(928) 373-5087

Fax: (928) 373-5084

City of YUMA

November 29, 2011

To the Citizens, Honorable Mayor and City Council,
and City Administrator

The Finance Department is pleased to present the Comprehensive Annual Financial Report (CAFR) of the City of
Yuma, Arizona for the fiscal year ended June 30, 2011. The report includes the independent auditors’ report as
required by City Charter Article XIII, Section 12, and by Arizona Revised Statutes, Section 9-481. The report is
prepared in conformity with generally accepted accounting principles and standards set forth by the Governmental
Accounting Standards Board (GASB).

Responsibility for both the accuracy of the data and the completeness and fairness of the presentation, including
disclosures, rests with the City. Management of the City is responsible for establishing and maintaining internal
controls to ensure that the assets of the City are protected from loss, theft or misuse and to ensure that adequate
accounting data is compiled to allow for the preparation of financial statements in conformity with generally
accepted accounting principles as they apply to governmental units. Internal control is designed to provide
reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable assurance
recognizes that: 1) the cost of a control should not exceed the benefits likely to be derived; and, 2) the calculation
of costs and benefits requires estimates and judgments by management. To the best of our knowledge and belief,
the enclosed data is accurate, in all material respects, and is reported in a manner designed to present fairly the
financial position and results of operations as measured by the financial activity of its various funds. All
disclosures necessary to enable the reader to gain an understanding of the City’s financial activities have been
included.

Heinfeld, Meech & Co., P.C., a public accounting firm fully licensed and qualified to perform audits of local
governments within the State of Arizona, have audited the City’s financial statements. The goal of the
independent audit was to provide reasonable assurance that the financial statements of the City of Yuma, Arizona
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 auditors concluded, based upon the audit, that the City
of Yuma’s financial statements for the fiscal year ended June 30, 2011, are fairly presented in conformity with
accounting principles generally accepted in the United States. The independent auditors’ report is presented as
the first component of the financial section of this report.

The independent audit of the financial statements of the City was part of a broader, federally mandated “Single
Audit” designed to meet the special needs of Federal grantor agencies. The standards governing Single Audit
engagements require the independent auditor to report not only on the fair presentation of the financial
statements, but also on the audited government’s internal controls and compliance with legal requirements, with
special emphasis on internal controls and legal requirements involving the administration of Federal awards.
These reports are available in the City’s separately issued Single Audit Reporting Package.



This report has been prepared using the financial reporting requirements as outlined in GASB Statement No. 34,
Basic Financial Statements — and Management’s Discussion and Analysis — for State and Local Governments.
This standard requires that management provide a narrative introduction, overview, and analysis to accompany
the basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of
transmittal is designed to complement the MD&A and should be read in conjunction with it. The MD&A can be
found immediately following the independent auditors’ report.

PROFILE OF THE CITY OF YUMA

The City of Yuma was incorporated in 1914 and adopted its first charter in June of that year. Yuma is the
economic hub and county seat of Yuma County. The City is located along the Colorado River in southwestern
Arizona and is equidistant from the major population centers of Phoenix, Arizona and San Diego, California.

The City operates under a council-manager form of government. The City Council consists of six members
elected at large for staggered four-year terms. The elected Mayor is the seventh voting member of council, who,
along with the remaining council members is elected on a non-partisan basis. The City Council is responsible for
passing ordinances, adopting the budget, appointing members of commissions and hiring the City Administrator.
The City Administrator carries out the policies and ordinances of the City Council, oversees the day-to-day
operations of the City and appoints the various department heads.

The City provides a full range of municipal services. These include public safety (police, fire and municipal court),
street construction and maintenance, water and wastewater utility services, sanitation and residential refuse
collection, parks, recreation and culture, planning and zoning, and general administrative and support services.

This CAFR includes the financial activity of the primary government, which includes several enterprise activities,
as well as its blended component units. Component units are legally separate units for which the primary
government is financially accountable. Blended component units, while legally separate, are part of the City’s
operations and are combined within the report. The Yuma Municipal Property Corporation and the City of Yuma
Employee Benefits Trust have been included in the reporting entity. Conversely, the report does not include the
City of Yuma Housing Authority as the City is not financially accountable for the authority, nor does the City
directly or indirectly rely upon or benefit from the financial activity of the authority.

ECONOMIC CONDITION AND OUTLOOK

Industrial Expansion. Yuma’'s economy is based primarily in agriculture, tourism and government, although
further diversification continues. Agriculture remains the Yuma area’s dominant industry, producing more than $1
billion in revenues annually®. Several major agricultural companies maintain operations here. Their chief
consumer products of packaged produce and salad mixes continue to be popular products for today's
convenience-minded customers. The Yuma area’s stable allocation of Colorado River water will assure that
agriculture remains the foundation of Yuma's economy.

The United States Marine Corps Air Station (MCAS) and United States Army Yuma Proving Ground (YPG) help
provide economic stability. These two installations are cornerstones in the military’s flight training and equipment
testing programs and should survive any continued base closure efforts by the federal government. In fact, both
installations are enjoying new construction and expansion to meet their needs into the 21* century. MCAS will be
the home of one of the first squadrons of the new Joint Strike Fighter, the new generation aircraft being adopted
by all military services.

Although manufacturing currently accounts for less than 10% of countywide employment, the City’s partnership
with the Greater Yuma Economic Development Corporation continues to attract attention to the area. Several
companies have located or expanded operations in Yuma in recent years.

! Source: Greater Yuma Economic Development Corporation
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Economic Growth. Yuma’s most reliable indicator of the condition of its economy is sales tax. The graph below
reflects the last ten years of data. After three years of decline, general sales tax saw a slight increase of 1.4% for
fiscal year 2011. Tax data show that construction, an important segment of the sales tax measure, has
rebounded to a 1% growth. Planning for fiscal year 2012 anticipates stable sales tax collections.

Yuma’s continued as a regional retail and services center during 2011 with no additional “big box” closures of
nationally-recognized stores during the year. The retail classification of the sales tax showed a 1.4% increase,
matching the overall increase and

showing that retail sales continue o 2
to be relatively strong. 2 General Sales Tax
S 20 M Y R
Tourism. Yuma has enjoyed an __ —
influx of seasonal residents for 15 . S
decades. Visitors from throughout —
the United States and Canada 10 | . ]
continue to call Yuma their winter
home. This contributes to the
strengthening of sales tax 5]
collections.

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Fscal Year Ending June 30,

LONG-TERM FINANCIAL PLANNING

Yuma Crossing National Heritage Area. Plans to restore, preserve and interpret the Yuma Crossing National
Heritage area began more than thirty years ago and work continued throughout 2011. The goal is to gain full
economic and recreational benefit from the Colorado River for the Yuma area. The river, once the primary reason
for Yuma'’s existence, was ignored for years as community growth and new development moved away from the
riverfront. Awareness of the river’'s importance has re-emerged, culminating in the establishment of the Yuma
Crossing National Heritage Area in 2000, the first such National Heritage Area west of the Mississippi River.

During fiscal year 2011, city and Federal funds combined to manage and improve both the West and East
Wetlands to restore natural vegetation and wildlife habitat, and improve recreational opportunities for area
residents. The City will also continue its focus in developing historic and cultural activities in these areas as these
are so important in meeting the Council’s goals in enriching the area’s cultural attributes. Progress in providing
opportunities for local residents and in attracting employers to the area to diversify the economy is dependent on
continuing these plans.

Downtown redevelopment. Revitalization of the downtown area is a vital component of management of the
Heritage Area. The new hotel and conference center are cornerstones of the public/private partnership that is
developing the river area. The new Gateway park continues to be a focal point for the downtown area. Its
improved access to the river area and new parking, restroom facilities, and picnic and play facilities makes it a
popular destination with local residents.

East Mesa Development. The slowing of the housing market has been felt most keenly in the East Mesa area.
However, with the completion of both the Desert Dunes wastewater treatment and the Agua Viva water treatment
plants, the city is well prepared for a return to the significant growth of the area as the recession comes to its end.
These two plants will not only establish the infrastructure necessary to accommodate that growth, but will improve
capacity of existing plants in the older Yuma area to accommodate growth elsewhere in the city. A series of rate
increases for both the Water Fund and the Wastewater Fund have been completed and the two funds are
positioned well financially to meet the needs in growth and in managing historic areas as well.
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FINANCIAL INFORMATION

Budgetary Controls. The annual budget serves as the foundation for City financial planning and control. The
City maintains budgetary controls with the objectives to ensure compliance with legal provisions embodied in the
annual appropriated budget, approved by the City Council. Activities of the General Fund, Special Revenue
Funds, Debt Service Funds, Capital Projects Fund, Enterprise Funds, and three of the City’s Internal Service
Funds are included in the annual appropriated budget. As with the governmental funds, the City’'s proprietary
funds are presented on a current financial resources basis to account for capital and debt-related expenditures.
The City maintains an encumbrance accounting system as one technique of accomplishing budgetary controls.
Encumbered amounts lapse at year-end. However, encumbrances generally are re-appropriated as part of the
following year’'s budget. As demonstrated by the budgetary schedules included in the financial section of this
report, the City continues to meet its responsibility for sound financial management. In addition to budgetary
schedules, Note I-D in the Notes to the Financial Statements beginning on page 38 describes in detail the budget
process used by the City.

AWARDS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City for its comprehensive annual financial report for the
fiscal year ended June 30, 2010. This is the twenty-ninth consecutive year the City has received this prestigious
award. In order to be awarded a Certificate of Achievement, the City published an easily readable and efficiently
organized comprehensive annual financial report. The report satisfied both generally accepted accounting
principles and applicable legal requirements.

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

| wish to express my sincere thanks to the employees of the Accounting Division for their dedicated service in
preparing this report. Their work, along with those services provided by other members of the Finance
Department, has made this report possible. The cooperation and assistance of the accounting firm of Heinfeld,
Meech & Co., P.C., also contributed significantly to its production. Finally, | wish to thank the Mayor and Council,
City Administrator, and the City Staff for their continued support.

Respectfully submitted,

Donald (Pat) Wicks, CPA
Finance Director
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m HEINFELD, MEECH & CO.. P.C.
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS® REPORT

The Honorable Mayor and Members of the City Council
City of Yuma, Arizona

We have audited the accompanying financial statements of the governmental activities, the
busincss-type activities, each major fund, and the aggregate remaining fund information of the
City of Yuma, Arizona (the City), as of and for the year ended June 30, 2011, which collectively
comprise the City’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the City's management. Our responsibility is 1o express
opinions on these linancial 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 examiming, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We belicve that
our audit provides a reasonable basis for our opinions.

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

As described in Note 1, the City implemented the provisions of the Governmental Accounting
Standards Board (GASB) Statement No. 54, Fund Balance Reporting and Governmental Fund
Tvpe Definitions. for the year ended June 30, 2011, which represents a change in accounting
principle.

I3 N, Central Ave., Suite 200, Phoenix, Arizona 85012
Telb: (602) 277-044%  Fax: (602) 277-9297
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In accordance with Govermment Auditing Standards, we have also issued our report dated
November 29, 2011, on our consideration of City of Yuma, Arizona’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope ol our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the intermal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

Accounting principles gencrally accepted in the United States of America require that the
management's discussion and analysis on pages 5 through |5 and pension and budgetary
comparison information on pages 60 through 68 be presented 1o supplement the basic financial
statements. Such information, although not a part of the basic financial statements, 15 required
by Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriatc operational,
economic, or historical context. We have applied certain limited procedures 1o 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 inguiries, 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 1o express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the linancial statements that
collectively comprise the City's financial statements as a whole.  The accompanying
supplementary information such as the introductory section, combining and individual fund
financial statements and schedules, and statistical section are presented for purposes of additional
analysis and are not a required part of the financial statements. The combining and individual
fund financial statements and schedules are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in
the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the
financial statements as a whole. The introductory and statistical sections have not been subjected
to the auditing procedures applied in the audit of the basic financial statements and, accordingly.
we do not express an opinion or provide any assurance on them.

Beiwerd  moeh £o, £

HEINFELD, MEECH & CO., P.C.
Cenified Public Accountants

Movember 29, 2011



MANAGEMENT’S DISCUSSION AND ANALYSIS
(Required Supplementary Information)

As management of the City of Yuma, we offer readers of the City of Yuma's financial statements this narrative
overview and analysis of the financial activities of the City of Yuma 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 in the introductory section of this report.

FINANCIAL HIGHLIGHTS

e On agovernment-wide basis, the City’s net assets grew by $20.2 million for the fiscal year, $10.1
million of which was generated by governmental activities while $10.1 million was due to
business-type activities of the City.

e The City’'s combined net assets total $461.0 million at June 30, 2011. Of this amount, $76.1
million is available (unrestricted) to finance ongoing programs, $44.4 million in governmental
programs and $31.7 million in business activities.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the City of Yuma's basic financial
statements. The City of Yuma's basic financial statements comprise three components: 1) government-wide
financial statements; 2) fund financial statements; and 3) notes to the financial statements. This report also
contains other supplementary information in addition to the basic financial statements.

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

The statement of net assets presents information on all of the 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 the City is improving or deteriorating.

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

Both of the government-wide financial statements distinguish functions of the City of Yuma that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities). The governmental activities of the City include general government, public safety, streets,
environmental health and protection, community design and development and parks, recreation and culture. The
business-type activities of the City include water, wastewater, solid waste and golf course operations.

The government-wide financial statements can be found on pages 20-21 of this report.

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

Governmental funds. Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-wide
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MANAGEMENT’S DISCUSSION AND ANALYSIS

financial statements, governmental fund financial statements focus on near-term inflows and outflows of
spendable resources, as well as on balances of spendable resources available at the end of the fiscal year. Such
information may be useful in evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government's near-term financing decisions. Both the governmental fund balance
sheet and the governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities. Moreover,
these latter statements provide a ready comparison to similar financial statements produced prior to the City’s
implementation of GASB Statement No. 34.

The City maintains thirteen individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the seven funds considered to be major funds. Data from the other six
governmental funds are combined into a single, aggregated presentation. Individual fund data for each of these
nonmajor governmental funds is provided in the form of combining statements beginning on page 72.

Major Governmental Funds: Nonmajor Governmental Funds:
General Local Transportation Assistance
Highway User Revenue Public Safety Tax

City Road Tax Radio Communication

Grants Recreation Complex

Community Redevelopment Two Percent Tax

Debt Service Yuma Mall Maintenance

Capital Projects

The City adopts annual appropriated budgets for all of its governmental funds. Budgetary comparison statements
have been provided to demonstrate compliance with these budgets. The basic governmental fund financial
statements can be found starting on page 24 of this report.

Proprietary funds. The City of Yuma maintains two different types of proprietary funds. Enterprise funds are
used to report the same functions presented as business-type activities in the government-wide financial
statements. The City of Yuma uses enterprise funds to account for its Water, Sewer and Solid Waste Authority
and for its golf courses. Internal service funds are an accounting device used to accumulate and allocate costs
internally among the City's various functions. The City of Yuma uses internal service funds to account for its
equipment replacement and maintenance programs, liability insurance, and for its workers compensation and
employee health insurance. Because these services predominantly benefit governmental rather than business-
type functions, they have been included within governmental activities in the government-wide financial
statements.

Major Enterprise Funds: Nonmajor Enterprise Funds:
Water Fund Solid Waste
Wastewater Fund Desert Hills Golf Course

Arroyo Dunes Golf Course

Proprietary funds provide the same type of information as the government-wide financial statements, only in more
detail. The proprietary fund financial statements group major and nonmajor proprietary funds in a manner similar
to governmental fund statements. Conversely, the internal service funds are combined into a single, aggregated
presentation in the proprietary fund financial statements. Individual fund data for the internal service funds is
provided in the form of combining statements, beginning on page 96.

The City adopts annual appropriated budgets for all of its proprietary funds with the exception of two internal
service funds: Employee Benefits Trust and Workers Compensation. Budgetary comparison statements for the
remaining proprietary funds are included within the report to demonstrate compliance with these budgets.

The basic proprietary fund financial statements can be found on pages 31-33 of this report.



MANAGEMENT’S DISCUSSION AND ANALYSIS

Notes to the financial statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found beginning on page 35 of this report.

Other information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required supplementary information concerning the City of Yuma's progress in funding its
obligation to provide pension benefits to its employees. Required supplementary information can be found
starting on page 60 of this report.

The combining statements referred to earlier in connection with nonmajor governmental, proprietary and internal
service funds are presented immediately following the required supplementary information on pensions and
budgets. Combining and individual fund statements and schedules can be found starting on page 72.

GOVERNMENT-WIDE FINANCIAL ANALYSIS
Statement of Net Assets. As noted earlier, net assets may serve over time as a useful indicator of a

government's financial position. In the case of the City of Yuma, assets exceeded liabilities by $461.0 million at
the close of the fiscal year.

Governmental Business-type
Activities Activities Total
Net Assets June 30,
2010 2010 2010
(millions) 2011 As restated 2011 As restated 2011 As restated
Current and other assets $ 1073 $ 1122  $ 64.8 $ 61.6 $ 1721  $ 173.8
Capital assets 310.5 307.4 339.0 339.3 649.5 646.7
Total assets 417.8 419.6 403.8 400.9 821.6 820.5
Long-term liabilities outstanding 138.1 144.3 192.2 200.0 330.3 344.3
Other liabilities 22.7 28.4 7.6 7.0 30.3 35.4
Total liabilities 160.8 172.7 199.8 207.0 360.6 379.7
Net assets:
Invested in capital assets,
net of related debt 196.8 191.9 166.8 161.1 363.6 353.0
Restricted 15.8 14.7 5.5 3.8 21.3 18.5
Unrestricted 44.4 40.3 31.7 29.0 76.1 69.3
Total net assets $ 257.0 $ 2469 $ 204.0 $ 193.9 $ 4610 $ 440.8

The largest portion of the City of Yuma's net assets reflects its investment in capital assets (e.g., land, buildings,
machinery), 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 spending. 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 provided from other sources, since the capital assets themselves cannot be used to pay
these liabilities. The remaining balance of unrestricted net assets may be used to meet the government’s ongoing
obligations to citizens and creditors.

At the end of the current fiscal year, the City is able to report positive balances in all three categories of net
assets, including the City as a whole, as well as for its separate governmental and business-type activities. The
same held true for the previous fiscal year. Net assets rose to $461.0 million, up $20.2 million from the prior year.
Governmental activities accounted for $10.1 million of the increase while business-type activities amounted to
$10.1 million. Most of the increase would be attributable to capital asset acquisitions, particularly infrastructure,
as governmental capital assets increased $3.1 million (net of depreciation), funded in part by the excess of
revenues over operating expenses as reported in the Statement of Activities on page 21. These acquisitions are
reflected in the portion of net assets shown above as ‘Invested in capital assets, net of related debt.” Unrestricted
net assets are those assets available to finance programs in the upcoming fiscal year and would increase when
the portion of taxes and other revenues exceed operating expenses but are not invested in capital assets.

Statement of Activities. Already noted was the statement of activities’ purpose in presenting information in how
the government's net assets changed during the most recent fiscal year. A chart of changes in net assets follows.
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Changes in Net Assets Governmental Business-type
Fiscal Year Ended June 30, activities activities Total
(millions) 2011 2010 2011 2010 2011 2010
Revenues
Program revenues:
Charges for services $ 121 $ 114 $ 424 $ 384 $ 545 $ 498
Operating grants and contributions 5.0 3.7 - - 5.0 3.7
Capital grants and contributions 3.2 5.9 7.4 3.9 10.6 9.8
General revenues:
Property taxes 10.0 9.5 - - 10.0 9.5
Sales taxes 34.7 34.2 - - 34.7 34.2
Franchise taxes 3.0 3.0 - - 3.0 3.0
Intergovernmental revenues 25.4 28.2 - - 25.4 28.2
Unrestricted grants and contributions 5.9 5.8 - - 5.9 5.8
Unrestricted investment earnings 1.0 1.1 0.1 0.2 1.1 1.3
Gain from sale of assets 0.3 - - - 0.3 -
Total revenues 100.6 102.8 49.9 42.5 150.5 145.3
Expenses:
General government 9.7 10.5 - - 9.7 10.5
Public safety 40.2 39.2 - - 40.2 39.2
Streets 14.6 14.0 - - 14.6 14.0
Parks, recreation and culture 13.8 13.9 - - 13.8 13.9
Environmental health and protection 1.5 4.9 - - 15 4.9
Community design and development 5.0 5.0 - - 5.0 5.0
Interest on long-term debt 5.8 6.3 - - 5.8 6.3
Water - - 20.5 20.2 20.5 20.2
Wastewater - - 13.9 13.7 13.9 13.7
Solid Waste - - 2.9 - 2.9 -
Golf courses - - 2.4 2.5 2.4 2.5
Total expenses 90.6 93.8 39.7 36.4 130.3 130.2
Transfers 0.1 0.1 (0.1) (0.1) - -
Change in net assets $ 101 % 91 $ 101 $ 6.0 $ 202 $ 151

For the fiscal year, net assets increased $20.2 million, with $10.1 of the increase coming from governmental
activities. The increase in assets in governmental activities is related in great part to construction of capital
assets, rather than accumulation of cash or other liquid assets. The reader should remember that the basis of
accounting used in the government-wide statement of activities excludes capital expenditures while its revenues
include general taxes whose primary purpose is for the construction of those very assets or their related debt
service (i.e., public safety or road sales taxes).

Governmental Activities
Revenues

Governmental activities revenues totaled $100.6 million for fiscal year 2011, down from 2010, mostly in capital
grants and intergovernmental revenues. Local sales taxes remain the largest revenue source for the City and are
comprised of the 1% general sales tax along with a .5% road tax and a .2% public safety tax. State-shared
revenues are the City’'s second largest revenue source. State-shared revenues include state sales tax, urban
revenue sharing (income tax), auto in-lieu tax and highway user funds (gas tax). Sales taxes and state shared
revenues account for 55% of governmental revenues for the year. Charges for services, the third segment of
governmental activities revenues, count building permits and inspections, fines, recreation fees, police services
and civic center rental fees among its largest sources. The charges for services category amounts to 12% of
governmental revenues. Property taxes represent 10% of governmental revenues. The large majority of property
taxes are levied for general purposes with a small levy for downtown mall maintenance. No property taxes are
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levied for debt service. Various grants and contributions and franchise taxes account for most of the remaining
governmental revenues. Some of the more significant changes in governmental activities revenues are noted:

e Sales taxes increased 1.4% from 2010 as the economy has somewhat sustained since 2010.

¢ Intergovernmental revenues dropped by $2.8 million or 10.1%. State-shared income taxes declined
24.6% from 2010, as anticipated, while state-shared gas tax slid by 1.7% as the state continues to
balance its budget by reducing other entities’ revenue. State-shared sales taxes increased by 4.6%
because of the state’s improving economic output.

e Charges for services increased by $0.7 million (6.5%) as the city recognized revenues related to
developer deposits resulting from continued capital projects completions.

e Operating Grants and Contributions increased by $1.3 million (35.8%) and Capital Grants and
Contributions increased by $0.7 million (7.3%) as the city received ARRA funding and completed TEA
21 grant funded projects.

Revenues-
Governmental Activities
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revenues
25%

Property taxes

0,
10% Unrestricted grants and

contributions
6%

\Unrestricted investment
earnings

1%

Capital grants and
contributions
3%

Operating grants and

contributions
5% Charges for services

12%

Expenses

Governmental expenses totaled $90.6 million for the fiscal year. Of the expenses, 44.4% or $40.2 million is
related to public safety for police, fire and municipal court services. Parks, recreation and culture expenses
amounted to $13.8 million, or 15.2% and environmental health and protection was $1.5 million, 1.7%, while
streets and community design and development expenses amounted to 16.0% and 5.5% respectively. Interest on
long-term debt was $5.8 million, or 6.4% of governmental expenses. Overall, governmental activities expenses
stabilized from 2010, with the exception of environmental health and protection expenses. This decrease in this
function reflects the reclassification of the Solid Waste Fund to an enterprise fund and its inclusion in business-
type activities.
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Expenses and Program Revenues-Governmental Activities
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The chart above compares governmental activities with their respective program revenues, if any. Because the
ultimate beneficiary of services of these types is often difficult to ascertain or the services apply to a broad
spectrum of users (such as in fire protection), user fees are not created and general revenues provide the funding
support for most of these services. Moreover, where ultimate users of the services are determinable, program
revenues may generate only a portion of the funding, such as in recreation programs.

Business-type activities
Revenues

General revenues do not support the City’s business-type activities; thus, the largest source of revenues comes
from charges for services. Of the $42.5 million in charges for services, 87.3% comes from the City’s two utility
operations, water and wastewater. The remaining charges are from solid waste and the City’s two golf courses,
Desert Hills and Arroyo Dunes. The $7.4 million in contributions are payments for capacity charges and
development fees as well as constructed additions to the City’'s water and wastewater infrastructure by
subdivision and other developers. Finally, investment earnings make up less than 1% of revenues for the City’s
business activities.

Revenues-Business-type Activities
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services
85%

Capital grants and
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14%

Investment
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Expenses

Water and wastewater services account for 87.3% of the City’'s business-type activities with solid waste and golf
courses making up the remaining 12.7%. Water expenses amounted to $20.5 million while wastewater expenses
totaled $13.9 million. Solid Waste, Desert Hills Golf Course and Arroyo Dunes Golf Course recorded expenses of
$2.9 million, $2.1 million and $.3 million, respectively, for a total of $5.3 million.
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Expenses vs. Program Revenues-Business-type Activities
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Because the City’s business-type activities are supported by user charges, the chart above shows more reliance
on program revenues. Moreover, for both water and wastewater, program revenues include capacity charges for
new service and developer additions to the utility infrastructure.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

Governmental funds. The combined fund balances of governmental funds for the fiscal year ended June 30,
2011, is $60.6 million, a slight increase over 2010 of $.03 million. A review of some of the more significant funds
follows.

General Fund

The fund balance of the General Fund grew by $1.6 million for the fiscal year. Revenues decreased by $2.3
million. Sales taxes, the city’s largest source of General Fund revenues, increased $0.2 million (1.0%) to $17.6
million as Yuma has not fully recovered from the recession. State-shared income taxes showed a decline of
24.6%, as anticipated, down $2.8 million to $8.7 million, while state-shared vehicle registration tax (auto lieu tax)
decreased 1.7% to $3.3 million. Total expenditures dropped 2.8% to $49.4 million as the city reduced its
workforce through attrition and decreased capital and other discretionary expenditures to deal with its declining
revenues.

Highway User Revenue Fund (HURF)

This fund, which accounts for the expenditure of state-shared gasoline taxes, showed a decrease in fund balance
of $.4 million for the year. The City's portion of those taxes dropped by 1.8% for the fiscal year to $6.5 million.
The state legislature continues to reduce cities’ share of this important revenue source. All maintenance
expenditures for streets and retention basins are made in the HURF Fund. Expenditures increased from 2010 by
$.5 million (6.9%) to $7.0 million.

City Road Tax Fund

This fund accounts for the one-half cent sales tax for use on the City’s roadways in conjunction with HURF. The
fund balance grew by $1.3 million for the year. In the same manner as general sales tax in the General Fund,
sales taxes slightly increased in 2011 to $8.8 million. Capital expenditures dropped from 2010, as the city funded
its project expenditures for streets from bond proceeds.

Grants Fund

The City continues to receive much needed assistance from both the state and federal levels. During 2011,
revenues decreased to $5.9 million, due principally to a $1.8 million decrease in Federal grants. Again this year,
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Homeland Security was the primary source of grants, funding the Yuma Regional Communication System and
Operation Stone Garden with continued Bureau of Reclamation funding for the Yuma Heritage Area.

Community Redevelopment Fund

The City continued to utilize, in part, its Community Development Block Grant funding for eligible street
infrastructure improvements and for affordable housing rehabilitation, and its U.S. Department of Justice Weed
and Seed Grant Program to help with operating the Martin Luther King Community Center in the Carver
revitalization area. Community Development Block Grant revenues increased slightly to $1.3 million for 2011.

Debt Service
Debt Service Fund expenditures increased to $13.5 million as payments return to their full annual amounts after
the 2010 refunding of the 2001 Series Municipal Property Corporation Bond. Fund balance reflects debt service

reserves accumulated in accordance with the development agreement for the Yuma Palms regional center.

Capital Projects Fund

The Capital Projects Fund’s fund balance dropped to $27.2 million this year as the city continued to expend the
proceeds of the 2007 bond sale. Capital expenditures decreased in 2011 to $9.5 million since expenditures of
impact fees dropped with the completion of a major project in 2010.

Proprietary funds. The City’'s enterprise funds posted an overall increase in net assets of $10.8 million for the
fiscal year ended June 30, 2011. The City's utility funds, Water and Wastewater, and its Solid Waste Fund
accounted for the increase as the utilities have benefited from system growth and rate increases to sustain that
growth. The Solid Waste Fund'’s operations were positive due to the new collection fee.

Water Enterprise Fund

Operating revenues for the Water Fund decreased by $.12 million or .6% for the year ending June 30, 2011. This
is due to a slight decline in consumption, reflecting the recessionary environment. Operating expenses increased
by 3.8% and the fund produced operating income of $7.4 million. A decrease in interest expense helped bolster
net assets. Although down by $.3 million due to lower construction activity, capital contributions pushed the
fund’s net assets increase to $3.3 million.

Wastewater Enterprise Fund

The Wastewater Fund operating revenues increased 8.3% over fiscal 2010. Rate-based charges increased 6.6%
to $13.0 million while contractual revenues increased primarily because of shared charges from capital
expenditures. Operating expenses increased by 2.3% with income from operations improving to $3.5 million.
Capital contributions increased by some $3.7 million mostly through capacity charges as the result of the Avenue
B to C Colonia improvement district. This infusion led to the fund’s net assets increase of $7.1 million.

Solid Waste

In the fiscal year ending June 30, 2011, the Solid Waste Special Revenue Fund has been reclassified to the Solid
Waste Enterprise Fund. Effective July 2, 2010, the Yuma City Council passed Resolution 2010-35 creating a five
dollar per month trash collection fee. With the advent of this collection fee, the fund became fully supported by
charges to customers and the General Fund subsidy was eliminated. The first year of operations as an enterprise
fund showed an increase in Net Assets of $0.4 million.

Golf Courses

A small increase in food and beverage sales was not enough to counter slightly larger drops in other operating
revenues for Desert Hills Golf Course, and the fund saw a 2.1% decrease in operating revenues. With the city’s
movement to lower operating expenses, the fund also dropped operating expenses by almost .7% to $2.1 million
but still suffered a small operating loss. Arroyo Dunes Golf Course incurred a 17.3% decrease in operating
revenues. Operating expenses dropped for Arroyo Dunes by 16.8% for the year but this was not enough to offset
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the lower revenues, leading to an operating loss of $38,461 for the year. The city will continue to operate the
courses and implement strategies to improve their financial outlook.

GENERAL FUND BUDGETARY HIGHLIGHTS

A detailed budgetary comparison schedule for the fiscal year ended June 30, 2011, can be found starting on page
61. A summary of that schedule follows:

Budget Variance
Original Final Actual with Final
Revenues and Transfers In
Taxes $ 30,601,144 $ 30,601,144 $ 30,620,333 $ 19,189
Intergovernmental 18,392,500 18,392,500 18,855,577 463,077
Other 6,618,346 6,618,346 5,479,283 (1,139,063)
Transfers In 440,200 440,200 571,931 131,731
Total 56,052,190 56,052,190 55,527,124 (525,066)
Expenditures and Transfers Out
Expenditures 53,143,781 53,143,781 49,373,691 3,770,090
Transfers Out 2,793,608 2,793,608 4,535,292 (1,741,684)
Total 55,937,389 55,937,389 53,908,983 2,028,406

Change in Fund Balance $ 114,801 $ 114,801 $ 1,618,141 $ 1,503,340

General Fund revenues and transfers in ended the year $.53 million under expectations. During budget
preparation for 2011, the City anticipated award of its Certificate of Necessary (CON) application from the state
health services department to begin ambulance transport. With the delay of that award, some $2 million in
ambulance billings did not materialize. Overall compared to 2010, General Fund revenues ended the year down
$2.3 million or 4%, led by the aforementioned CON transport fees. The important revenue sources of city and
state sales taxes increased by 1.7% and 4.6%, respectively.

Expenditures for the fund came in at $3.8 million under budget with the largest contribution coming from Public
Safety at $2.2 million, again due to the delay of expenditures related to CON. General Government expenditures
added another $1.1 million, although savings in budget occurred in most departments with the City’'s drive to
reduce expenditures throughout the year. All areas of expenditure reduction were targeted, primarily personal
services expenditures through attrition savings and elimination of merit pay increases. Combined with
discretionary spending reductions, such as travel and capital expenditures, the General Fund’s expenditures
declined more than the loss of revenues to produce a $1.6 million increase in fund balance for the year.

CAPITAL ASSETS

At June 30, 2011, the City of Yuma’'s investment in capital assets in both governmental and business-type
activities amounted to $649.5 million, net of depreciation. This includes land, buildings, equipment, and
infrastructure (roadways and bridges). Capital assets for governmental activities increased by 1.0% while
business-type capital assets decreased less than one percent. These changes included the following:

e The first phase of the Public Safety Training Facility was completed at $1 million.
e A major widening project for Avenue 3E was completed at $2.1 million
e A number of major water and sewer lines were completed.

13
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Change in Capital Assets

(In Millions)
Governmental Activities Business-type Activities Total

July 1, 2010 Net Additions/  June 30, July 1, 2010 Net Additions/  June 30,

(as restated) Deletions 2011 (as restated) Deletions 2011
Land $ 545 $ 11 % 556 $ 104 $ 01 $ 105 $ 66.1
Buildings 78.7 - 78.7 7.9 - 7.9 86.6
Improvements 40.0 1.0 41.0 224.7 2.1 226.8 267.8
Infrastructure 177.9 6.3 184.2 - - - 184.2
Equipment 52.4 1.1 53.5 51 0.1 5.2 58.7
Construction in Progress 73.6 6.7 80.3 189.2 4.0 193.2 273.5
Accumulated Depreciation (169.6) (13.2) (182.8) (98.0) (6.6) (104.6) (287.4)
Total $ 3075 $ 30 § 3105 $ 3393 $ (0.3) $ 339.0 $ 6495

Additional information on capital assets can be found in Note II-E starting on page 45.
DEBT ADMINISTRATION

At June 30, 2011, after scheduled debt payments, governmental activity debt decreased to $138.1 million while
business activity debt decreased to $192.2 million.

The state limits the amount a municipality may issue in general obligation debt to 20% of the City’s secondary
assessed valuation for combined water, wastewater, artificial light, parks, open space preserves, playgrounds and
recreational facilities. Debt related to other projects is limited to 6% of the valuation. The current debt limitation
for the former type is $146.6 million, well above the outstanding general obligation debt of $2.77 million. No debt
is outstanding for the other type of issuance. Because all the general obligation debt is related to the water
system, and because water revenues are used to pay the debt service requirements of the issues, no secondary
property taxes are assessed by the City for debt service.

The City’s improvement district bonds were rated by Fitch Ratings as “A+”. All other bonds are rated “AA-". The
underlying ratings of Moody’s Investor Services and Standard and Poor’s are “Aa3” and “AA-“, respectively. With
the exception of the improvement district bonds, all City bond issues are insured, and while the city enjoys higher
ratings, the guarantors can no longer provide “AAA” rating as a result of ratings downgrades of the insurance
companies.

A summary of the City’s long-term debt follows. Additional information on the City’s long-term debt can be found
in Note II-G on pages 48-52.

Summary of Long-Term Debt

(Millions)
Governmental activities Business-type activities Total
2010 2010 2010
2011 (asrestated) 2011 (as restated) 2011 (as restated)
General Obligation Bonds $ -8 - $ 28 $ 40 $ 28 % 4.0
Yuma Municipal Property
Corporation Bonds 125.7 131.0 117.0 120.1 242.7 251.1
Net Unamortized
Premium/Issuance Costs 1.0 11 3.3 3.4 4.2 4.4
Improvement Districts 5.7 6.8 - - 5.7 6.8
Contracts Payable - - 68.2 72.4 68.2 72.4
Compensated Absences 5.7 3.5 .8 8 6.5 4.3
Total Long-Term Debt $138.1 $ 1424 $ 1922 $ 200.8 $ 3303 $ 343.2
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ECONOMIC FACTORS

Yuma County’s fast growth of the last decade has slowed somewhat with the advent of the recession. The county
grew by an estimated 2,452 residents to 195,751 with the City of Yuma representing 47.5% of the county’s
population. Since 2000, the City has grown by 31% to an estimated 93,064 for Census 2010. The City’s
economy is based on a triad of agriculture, tourism and military/government spending. Agribusiness continues to
lead the economy, contributing well over $1 billion annually. The area’s 85,000-plus winter visitors add over $450
million to the mix, while two prominent military installations infuse some $300 million to the economy.

Property taxes are limited constitutionally in Arizona, so other local revenues make up the most significant
reflectors of the condition of the economy. Sales tax, the City’s primary source of general revenues, posted a
1.4% increase this year, compared to its historic growth rate of 7%. This still compares more than favorably to the
large metropolitan areas of the state. For fiscal year 2012, revenues were projected with no further projected
reduction in sales taxes.

With sales tax statistics improving, the economy continues to strengthen. During 2011, the following major
economic events occurred:

e The first construction projects have begun at Marine Corps Air Station-Yuma to house the first squadron
of the new F-35 Joint Strike Fighter.

o The Defense Contractor Complex at Yuma International Airport welcomed the addition of the nationally
known aviation fueling franchise Million Air. The company refuels aircrafts for defense contractors,
government and military aircraft.

Not all economic statistics reflect positive results; however, in that the City continues to suffer what appears to be
higher unemployment figures than most of the state, according to the Arizona Department of Economic Security
(DES). One significant factor here is the effect of farm employment which skews this statistic. Still a significant
issue, the City combats this problem by providing the majority of support to the Greater Yuma Economic
Development Corporation in its activities to encourage new employers to the area.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to familiarize our citizens, taxpayers and customers with the City’s finances and
to demonstrate the City’s fiscal accountability for its operations. Questions concerning this report, or requests for
additional financial information, should be directed to Mr. Donald (Pat) Wicks, Finance Director, One City Plaza,
PO Box 13012, Yuma, AZ 85366-3012, telephone (928) 373-5087. The reader may also visit the City’s website
at www.yumaaz.gov for an electronic version of this report.
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City of Yuma, Arizona
Statement of Net Assets
June 30, 2011

Assets

Cash and Investments

Receivables, Net

Internal Balances

Inventory, at cost

Prepaid Items

Capital Assets:
Non-depreciable
Depreciable, Net

Total Assets

Liabilities

Accounts Payable
Accrued Liabilities
Accrued Interest Payable
Unearned Revenue
Noncurrent Liabilities:
Due within one year
Current portion of Accrued Compensated Absences
Current portion of Debt
Due in more than one year
Accrued Compensated Absences
Debt
Total Liabilities

Net Assets

Invested in Capital Assets, Net of Related Debt
Restricted for:

Debt Service

Streets
Unrestricted

Total Net Assets

Governmental Business-type
Activities Activities Total
$ 91,225,773 $ 57,644,319 $ 148,870,092
14,387,307 7,198,417 21,585,724
274,568 (274,568) -
648,141 182,508 830,649
724,256 6,471 730,727
135,868,865 203,667,405 339,536,270
174,635,574 135,369,304 310,004,878
417,764,484 403,793,856 821,558,340
1,604,206 987,290 2,591,496
4,015,912 467,224 4,483,136
2,908,068 4,102,482 7,010,550
14,139,030 2,028,569 16,167,599
2,055,794 256,219 2,312,013
7,730,000 8,932,605 16,662,605
3,646,693 578,330 4,225,023
124,697,719 182,404,161 307,101,880
160,797,422 199,756,880 360,554,302
196,837,531 166,782,555 363,620,086
542,056 5,555,635 6,097,691
15,230,694 - 15,230,694
44,356,781 31,698,786 76,055,567
$ 256,967,062 $ 204,036,976 $ 461,004,038

The accompanying notes are an integral part of these financial statements.
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Functions/Programs
Government Activities:
General Government
Public Safety
Streets
Parks, Recreation
and Culture
Environmental Health
and Protection
Community Design
and Development
Interest on Long-Term
Debt
Total Governmental
Activities

Business-type Activities:

Water
Wastewater
Solid Waste
Golf Courses

Total Business-type
Activities
Total

City of Yuma, Arizona
Statement of Activities
For the Year Ended June 30, 2011

Program Revenues

Net (Expense) Revenue and

Changes in Net Assets

Charges Operating Capital
for Grants and Grants and Governmental  Business-type
Expenses Services Contributions  Contributions Activities Activities Total
$ 9,684,381 $ 2,182,119 $ 767,004 $ - $ (6,735258) $ - $ (6,735,258)
40,231,924 1,964,645 2,097,293 1,131,849 (35,038,137) - (35,038,137)
14,536,473 - - - (14,536,473) - (14,536,473)
13,804,116 1,397,056 788,227 1,074,643 (10,544,190) - (10,544,190)
1,537,536 1,084,874 - - (452,662) - (452,662)
5,006,766 5,480,337 1,314,989 1,039,000 2,827,560 - 2,827,560
5,802,801 - - - (5,802,801) - (5,802,801)
90,603,997 12,109,031 4,967,513 3,245,492 (70,281,961) - (70,281,961)
20,555,361 22,174,753 - 1,505,667 - 3,125,059 3,125,059
13,882,269 14,897,338 - 5,884,947 - 6,900,016 6,900,016
2,902,257 3,151,911 - - - 249,654 249,654
2,376,838 2,226,234 - - - (150,604) (150,604)
39,716,725 42,450,236 - 7,390,614 - 10,124,125 10,124,125
$ 130,320,722 $ 54,559,267 $ 4,967,513 $ 10,636,106 (70,281,961) 10,124,125 (60,157,836)
General Revenues:
Property taxes 9,986,358 - 9,986,358
Sales taxes 34,644,530 - 34,644,530
Franchise taxes 3,001,939 - 3,001,939
Intergovernmental, unrestricted 25,379,128 - 25,379,128
Grants and contributions
not restricted to specific programs 5,928,837 - 5,928,837
Unrestricted investment earnings 1,000,530 129,909 1,130,439
Gain from sale of assets 259,000 - 259,000
Total general revenues 80,200,322 129,909 80,330,231
Transfers 126,024 (126,024) -
Total general revenues and transfers 80,326,346 3,885 80,330,231
Change in net assets 10,044,385 10,128,010 20,172,395
Net assets-beginning (restated) 246,922,677 193,908,966 440,831,643

Net assets-ending

The accompanying notes are an integral part of these financial statements.
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City of Yuma, Arizona
Balance Sheet
Governmental Funds
June 30, 2011
Major Special Revenue Funds

Highway City
Users Road
Assets General Revenue Tax Grants
Cash and Investments $ 20,239,279 $ 846,015 $ 3,255,214 $ -
Cash with Fiscal Agents - - - -
Receivables, Net of Allowances for Uncollectibles:
Accounts Receivable 348,658 3,788 27,446 2,255
Intergovernmental 2,155,459 561,719 451,845 1,691,773
Special Assessments 20,169 - - -
Delinquent Property Taxes 365,238 - - -
Accrued Interest 15,460 685 2,298 -
Due from Other Funds 2,213,027 - - -
Inventory, at cost 56,486 - - -
Prepaid Items 46,541 100 1,897 -
Total Assets and Other Debits $ 25460317 $ 1,412,307 $ 3,738,700 $ 1,694,028
Liabilities and Fund Balances
Accounts Payable $ 690,680 $ 122,781 $ 24193 $ 12,056
Accrued Payroll, Taxes and Benefits Payable 2,545,787 128,154 65,214 52,285
Long-Term Debt - Current Portion - - - -
Due to Other Funds - - - 1,401,517
Accrued Interest Payable - - - -
Deposits 149,239 - - -
Deferred Revenues 440,814 74,670 37,254 228,170
Total Liabilities 3,826,520 325,605 126,661 1,694,028
Fund Balances:
Nonspendable:
Inventory 56,486 - - -
Prepaid ltems 46,541 100 1,897 -

Restricted for:
General government projects - - - -
Debt Service - - -
Streets - 1,086,602 3,610,142 -
Public safety equipment and facilities - - - -
Parks, recreation and cultural facilities - - - -

Committed to:
General government projects - - - -
Debt Service 1,883,135 - - -
Streets - - - -
Radio Communications Network - - - -
Public safety equipment and facilities - - - -
Parks, recreation and cultural facilities - - - -
Mall maintenance - - - -
Sanitation facilities - - - -
Public works projects - - - -

Assigned to:
General government projects 500,269 - - -
Community Projects 87,808 - - -
Parks, recreation and cultural facilities - - - -
Unassigned: 19,059,558 - - -
Total Fund Balances 21,633,797 1,086,702 3,612,039 -
Total Liabilities and Fund Balances $ 25460317 $ 1,412,307 $ 3,738,700 $ 1,694,028

The accompanying notes are an integral part of these financial sztztements.



Other

Nonmajor
Community Capital Governmental

Redevelopment Debt Service Projects Funds Total
$ - $ 663,227 $ 32,959,937 $ 6,410,085 $ 64,373,757
- 9,396,735 - - 9,396,735
1,039,533 - 142,581 27,340 1,591,601
163,525 - 1,252,044 254,391 6,530,756
- 5,745,000 - - 5,765,169
- - - 37,427 402,665
- 347 4,960 3,340 27,090
- - - - 2,213,027
- - - 12,513 68,999
- - - 126,499 175,037

$ 1,203,058 $ 15,805,309 $ 34,359,522 $ 6,871,595 $ 90,544,836

$ 9,265 $ 185 $ 295,045 $ 94583 $ 1,248,788
16,282 - - 92,335 2,900,057

- 6,610,000 - - 6,610,000
145,027 - - - 1,546,544

- 2,908,068 - - 2,908,068

- - - - 149,239
1,032,484 5,745,000 6,910,269 73,036 14,541,697
1,203,058 15,263,253 7,205,314 259,954 29,904,393
- - - 12,513 68,999

- - - 126,499 175,037

- - 734,920 734,920

- 542,056 - - 542,056

- - 10,533,950 - 15,230,694

- - 4,189,044 873,857 5,062,901

- - 2,425,236 4,352,365 6,777,601

- - 1,258,496 - 1,258,496

- - - - 1,883,135

- - 1,896,903 144 1,897,047

- - - 759,189 759,189

- - 3,060,822 - 3,060,822

- - 2,335,764 - 2,335,764

- - - 124,281 124,281

- - 495,130 - 495,130

- - 223,943 - 223,943

- - - - 500,269

- - - - 87,808

- - - 362,793 362,793

- - - - 19,059,558

- 542,056 27,154,208 6,611,641 60,640,443

$ 1,203,058 $ 15,805,309 $ 34,359,522 $ 6,871,595 $ 90,544,836
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City of Yuma, Arizona
Reconciliation of the Balance Sheet-Governmental Funds to the Statement of Net Assets
June 30, 2011

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

Total Fund Balances per the Balance Sheet-Governmental Funds: $ 60,640,443

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds. 301,630,572

Property tax revenue deferred to later years recognized in year levied in
governmental activities. 402,667

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

Compensated absences (5,603,308)
MPC bonds payable (119,055,000)
Improvement District #67 (2,735,000)
Improvement District #68 (3,010,000)
Net unamortized deferred charges or premiums

are not recorded in the governmental funds (1,017,719)

Net assets of internal service funds that are used by management to charge the cost
of equipment replacement and employee-related insurance to individual funds are
included in governmental activities in the statement of net assets. 25,714,407

$ 256,967,062

The accompanying notes are an integral part of these financial statements.
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City of Yuma, Arizona
Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

For the Year Ended June 30, 2011

Major Special Revenue Funds

Highway City
User Road
General Revenue Tax Grants
Revenues:
Taxes $ 30,620,333 $ - $ 8,816,228 -
Licenses and Permits 1,292,044 - - -
Intergovernmental 18,855,577 6,503,532 - 5,760,630
Charges for Services 1,591,765 - $ 27,971 -
Fines and Forfeitures 1,484,105 - - -
Special Assessments - - - -
Use of Money and Property 287,420 4,917 466,172 265
Contributions and Donations - - - 77,163
Miscellaneous 823,949 156,777 5,672 21,223
Total Revenues 54,955,193 6,665,226 9,316,043 5,859,281
Expenditures:
Current:
General Government 6,201,532 - - 767,002
Public Safety 32,950,168 1,056,689 - 2,213,030
Streets - 5,838,240 2,347,457 -
Parks, Recreation and Culture 6,693,287 - - 43,779
Environmental Health
and Protection 38,248 74,879 - 744,714
Community Design
and Development 3,339,848 - - -
Capital Outlay 150,608 - - 1,101,125
Capital Projects:
General Government - - - -
Public Safety - - - -
Streets - - 694,330 688,425
Parks, Recreation and Culture - - - 386,218
Environmental Health and Safety - - 108,277 -
Debt Service
Principal - - - -
Interest and Fiscal Agent Fees - - - -
Issuance Costs - - - -
Total Expenditures 49,373,691 6,969,808 3,150,064 5,944,293
Revenues Over/(Under) Expenditures 5,581,502 (304,582) 6,165,979 (85,012)
Other Financing Sources/(Uses):
Transfers In 571,931 722 14,403 85,012
Transfers Out (4,535,292) (100,968) (4,895,819) -
Total Other Financing Sources/(Uses) (3,963,361) (100,246) (4,881,416) 85,012
Net Change in Fund Balances 1,618,141 (404,828) 1,284,563 -
Fund Balances - Beginning (restated) 20,015,656 1,491,530 2,327,476 -
Fund Balances - Ending $ 21,633,797 $ 1,086,702 $ 3,612,039 $ -

The accompanying notes are an integral part of these financial statements.
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Other

Nonmajor Total
Community Capital Governmental Governmental
Redevelopment Debt Service Projects Funds Funds
- $ - - 8,169,773 47,606,334
- - - - 1,292,044
1,314,989 - - 75,764 32,510,492
- - 4,369,465 1,094,106 7,083,307
_ - - - 1,484,105
- 1,039,000 - - 1,039,000
17,769 261,795 61,195 537,188 1,636,721
- - - - 77,163
147,913 - 1,000,795 285,616 2,441,945
1,480,671 1,300,795 5,431,455 10,162,447 95,171,111
- - - - 6,968,534
- - - 65,374 36,285,261
- - - - 8,185,697
- - - 3,434,427 10,171,493
- - - 697,819 1,555,660
1,335,129 - - 223,997 4,898,974
7,295 - - 548,013 1,807,041
- 895,660 44,797 940,457
- 1,652,977 - 1,652,977
- 6,227,316 119,405 7,729,476
138,247 732,645 144,007 1,401,117
- 20,150 - 128,427
- 7,680,000 - - 7,680,000
- 5,854,065 - - 5,854,065
- 4,428 - - 4,428
1,480,671 13,538,493 9,528,748 5,277,839 95,263,607
- (12,237,698) (4,097,293) 4,884,608 (92,496)
- 12,239,552 - 1,764,113 14,675,733
- - (15,125) (5,001,605) (14,548,809)
- 12,239,552 (15,125) (3,237,492) 126,924
- 1,854 (4,112,418) 1,647,116 34,428
- 540,202 31,266,626 4,964,525 60,606,015
- $ 542,056 $ 27,154,208 $ 6,611,641 $ 60,640,443
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City of Yuma, Arizona
Reconciliation of the Statement of Revenues, Expenditures and Changes
in Fund Balances-Governmental Funds to the 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-governmental funds

A portion of property tax revenue recorded on the statement of activities does
not provide current financial resources and is not recorded as revenues
in the funds

Governmental funds report capital outlays as expenditures. In the statement
of activities, however, the cost of those assets is allocated over their useful
lives as depreciation

Depreciation recorded in statement of activities
Capital outlay expenditures reported as additions to assets:
Capital outlay expenditures-governmental funds
Infrastructure maintenance expenditures recorded as capital outlay
but not capitalized as asset additions

Governmental funds report debt principal service payments as expenditures. The
reduction in liability is recorded on the statement of net assets in the
government-wide statements

Increase in compensated absences expense not recorded in governmental
funds

The net effect of miscellaneous transactions involving capital assets
(trades of land for rights-of-way) is to decrease net assets.

Investment earnings of the internal service funds are general revenues on the
statement of activities

Interest payments accrued in government-wide statements are not recorded in
governmental activities until paid

Net revenues of internal service funds in excess of expenses reduce governmental
activities expenses on the statement of activities

Contributions of infrastructure assets are not recorded as revenues in the governmental funds
Change in net assets of governmental activities

The accompanying notes are an integral part of these financial statements.
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$ 34,428

27,696

(12,458,204)
13,659,495

(2,128,338)

7,680,000

(129,286)

(454,612)

68,450

55,692

(2,239,773)

5,928,837

$ 10,044,385




Assets
Current Assets:
Cash and Investments
Receivables, Net of Allowance for Uncollectibles:
Accounts Receivable
Intergovernmental
Accrued Interest
Inventory, at cost
Prepaid Expenses
Total Unrestricted Current Assets
Restricted Assets:
Cash and Investments:
Cash with Fiscal Agents
Current Debt Service
Advancement for Future Expansion
Customer Deposits
Total Restricted Current Assets

Total Current Assets
Noncurrent Assets:
Capital Assets:
Land
Buildings
Improvements Other than Buildings
Equipment
Construction In Progress
Less Accumulated Depreciation
Total Capital Assets
Total Noncurrent Assets
Total Assets
Liabilities
Current Liabilities Payable from Current Assets:
Accounts Payable
Accrued Payroll and Related Taxes
Current Portion-Long-Term Contracts-Principal
Current Portion-Bonds Payable
Current Portion-Accrued Compensated Absences
Estimated Claims and Judgements
Due to Other Funds
Accrued Interest Payable
Unearned Revenue
Total Current Liabilities Payable from Current Assets
Current Liabilities Payable from Restricted Assets:
Accounts Payable
Deposits
Unearned Revenue
Current Portion-Long-Term Contracts-Principal
Current Portion-Long-Term Contracts-Interest
Current Portion-Bonds Payable
Accrued Interest Payable
Total Current Liabilities Payable from Restricted Assets
Total Current Liabilities
Noncurrent Liabilities:
Long-Term Contracts Payable
Bonds Payable
Unamortized Premium/Issuance Costs
Accrued Compensated Absences
Total Noncurrent Liabilities
Total Liabilities
Net Assets
Invested in capital assets, net of related debt
Restricted:
Debt Service
Unrestricted
Total Net Assets

City of Yuma, Arizona
Statement of Net Assets
Proprietary Funds
June 30, 2011

Governmental
Business-Type Activities-Enterprise Funds Activities
Water Wastewater Other Internal Service
Fund Fund Funds Totals Funds
$ 22,781,253 $ 9,153,657 $ 818,719 $ 32,753,629 $ 17,455,281
4,115,695 2,382,983 436,634 6,935,312 60,057
491 245,053 348 245,892 52
8,592 8,414 207 17,213 9,917
109,357 - 73,151 182,508 579,142
5,698 215 558 6,471 549,219
27,021,086 11,790,322 1,329,617 40,141,025 18,653,668
8,978,324 2,681,837 - 11,660,161 -
1,412,070 - - 1,412,070 -
2,438,611 8,988,496 - 11,427,107 -
391,352 - - 391,352 -
13,220,357 11,670,333 - 24,890,690 -
40,241,443 23,460,655 1,329,617 65,031,715 18,653,668
1,766,233 8,726,156 - 10,492,389 219,610
2,911,198 1,931,133 3,102,865 7,945,196 19,251
121,569,944 102,184,736 3,066,405 226,821,085 189,631
2,737,123 1,765,332 660,423 5,162,878 27,295,274
129,692,772 63,482,244 - 193,175,016 -
(60,869,064)  (39,205,633) (4,485,158)  (104,559,855) (18,849,899)
197,808,206 138,883,968 2,344,535 339,036,709 8,873,867
197,808,206 138,883,968 2,344,535 339,036,709 8,873,867
238,049,649 162,344,623 3,674,152 404,068,424 27,527,535
349,132 108,444 99,897 557,473 206,179
232,070 148,761 86,393 467,224 57,722
44,430 202,143 - 246,573 -
2,846,450 749,800 - 3,596,250 -
125,600 81,651 48,968 256,219 31,538
- - - - 1,058,133
- - - - 666,483
2,215,170 701,833 - 2,917,003 -

- - 58,717 58,717 -
5,812,852 1,992,632 293,975 8,099,459 2,020,055
28,503 9,962 - 38,465 -
391,352 - - 391,352 -

- 1,969,852 - 1,969,852 -
2,061,760 2,019,272 - 4,081,032 -
652,281 482,896 - 1,135,177 -
1,008,750 - - 1,008,750 -
50,302 - - 50,302 -
4,192,948 4,481,982 - 8,674,930 -
10,005,800 6,474,614 293,975 16,774,389 2,020,055
34,054,022 29,867,814 - 63,921,836 -
89,019,050 26,165,950 - 115,185,000 -
2,535,874 761,451 - 3,297,325 -
253,478 186,435 138,417 578,330 67,641
125,862,424 56,981,650 138,417 182,982,491 67,641
135,868,224 63,456,264 432,392 199,756,880 2,087,696
82,458,408 81,979,612 2,344,535 166,782,555 8,873,867
4,277,839 1,277,796 - 5,555,635 -
15,445,178 15,630,951 897,225 31,973,354 16,565,972
$ 102,181,425 $ 98,888,359 $ 3,241,760 204,311,544 $ 25,439,839
(274,568)

Adjustment to reflect consolidation of internal service fund activities related to enterprise funds

Net assets of business-type activities

The accompanying notes are an integral part of these financial statements.
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City of Yuma, Arizona

Statement of Revenues, Expenses and Changes in Fund Net Assets

Proprietary Funds
For the Year Ended June 30, 2011

Operating Revenues:
Metered Water Sales
Commercial Raw Water
Wastewater Charges
Meters, Connections

and Services

Charges for Services
Green Fees and Concessions
Equipment Rental
Miscellaneous Charges

Total Operating Revenues

Operating Expenses:
Operations and Maintenance
Depreciation

Total Operating Expenses
Operating Income/(Loss)

Non-Operating Revenues/(Expenses):
Interest
Gain/(Loss) on Disposal of Assets
Interest and Fiscal Agent Fees
Miscellaneous Revenues
Total Non-Operating
Revenues/(Expenses)

Income/(Loss) before Contributions
and Transfers

Capital Contributions
Transfers Out

Change in Net Assets

Net Assets - Beginning (as restated)

Net Assets - Ending

Governmental
Business-Type Activities-Enterprise Funds Activities
Water Wastewater Other Internal Service
Fund Fund Funds Totals Funds
$ 21,597,737 $ - - $ 21,597,737 $ -
178,014 - - 178,014 -
- 14,853,519 - 14,853,519 -
282,665 18,123 - 300,788 -
3,146,724 3,146,724

- - 1,889,776 1,889,776 -

- - 335,226 335,226 -

- - - - 6,108,149
22,058,416 14,871,642 5,371,726 42,301,784 6,108,149
11,092,304 8,684,160 4,731,705 24,508,169 6,838,116

3,547,187 2,687,909 261,211 6,496,307 2,213,435
14,639,491 11,372,069 4,992,916 31,004,476 9,051,551
7,418,925 3,499,573 378,810 11,297,308 (2,943,402)
66,801 61,408 1,700 129,909 68,450

- - - - 68,588

(5,743,664) (2,333,544) - (8,077,208) -
116,337 25,696 6,419 148,452 -
(5,560,526) (2,246,440) 8,119 (7,798,847) 137,038
1,858,399 1,253,133 386,929 3,498,461 (2,806,364)
1,505,667 5,884,947 - 7,390,614 -
(62,083) (32,454) (31,487) (126,024) (900)
3,301,983 7,105,626 355,442 10,763,051 (2,807,264)
98,879,442 91,782,733 2,886,318 28,247,103
$ 102,181,425 $ 98,888,359 $ 3,241,760 $ 25,439,839
Adjustment for consolidation of internal service fund activities related to enterprise funds (635,041)
$ 10,128,010

Change in net assets of business-type activities

The accompanying notes are an integral part of these financial statements.

32



City of Yuma, Arizona
Statement of Cash Flows
Proprietary Funds

For the Year Ended June 30, 2011

Cash Flow from Operating Activities:
Cash Received from Customers
Cash Paid to Employees
Cash Paid to Suppliers
Cash Paid for Operating Expenses
Other Operating Activity Revenue

Net Cash Provided by
Operating Activities

Cash Flows from Noncapital Financing Activities:
Cash Paid to Other Funds
Net Cash Provided by/(Used for)
Noncapital Financing Activities

Cash Flow from Capital and Related
Financing Acitivities:

Contributions of Capital

Acquisition and Construction of Assets

Proceeds from Sale of Capital Assets

Principal Payments on Bonds

WIFA - Contracted Loan

Interest and Fiscal Agent Fee Payments
Net Cash Provided by/(Used for) Capital and
Related Financing Activities

Cash Flows from Investing Activities:
Receipt of Interest
Net Cash Provided by Investing Activities

Net Increase/(Decrease) in Cash
and Cash Equivalents

Cash and Cash Equivalents, July 1

Cash and Cash Equivalents, June 30

Reconciliation of Operating Income/(Loss) to Net
Cash Provided by Operating Activities:
Operating Income/(Loss)

Adjustments to Reconcile Operating Income/(Loss)
Depreciation and Amortization Expense
(Increase)/Decrease in Accounts Receivable
(Increase)/Decrease in Inventories
(Increase) in Deposits
(Increase)/Decrease in Prepaid Items
Increase/(Decrease) in Accounts Payable
Increase in Accrued Payroll

and Related Taxes
Increase/(Decrease) in Due from Other Gov't Units
(Decrease) in Claims Incurred but Not Reported
Increase/(Decrease) in Customer Dep/Unearned Rev
Other Operating Activity Revenue

Total Adjustments

Net Cash Provided by Operating Activities

Noncash Transactions Affecting Financial Position
Purchase of Assets with Vendor
Provided Financing
Contributions of Capital Assets
Total Noncash Transactions Affecting
Financial Position

The accompanying notes are an integral part of these financial statements.

Business-Type Activities-Enterprise Funds

Governmental
Activities

Water Wastewater Other Internal Service
Fund Fund Funds Totals Funds
$ 22,060,910 $ 16,467,441 $ 5,230,316 $ 43,758,667 $ 6,115,956
(4,428,022) (2,958,836) (1,621,804) (9,008,662) (1,026,111)
(6,695,663) (5,792,845) (3,166,139) (15,654,647) (2,460,676)
R - - - (4,342,236)
116,337 25,696 7,069 149,102 -
11,053,562 7,741,456 449,442 19,244,460 (1,713,067)
(62,083) (32,454) (31,487) (126,024) (900)
(62,083) (32,454) (31,487) (126,024) (900)
1,095,029 5,498,785 - 6,593,814 -
(2,024,240) (3,571,555) - (5,595,795) (763,550)
- - - - 68,588
(3,591,680) (714,150) - (4,305,830) -
(2,106,190) (2,150,222) - (4,256,412) -
(5,953,151) (2,419,683) - (8,372,834) -
(12,580,232) (3,356,825) - (15,937,057) (694,962)
83,105 69,363 1,147 153,615 86,750
83,105 69,363 1,147 153,615 86,750
(1,505,648) 4,421,540 419,102 3,334,994 (2,322,179)
37,507,258 16,402,450 399,617 54,309,325 19,777,460
$ 36,001,610 $ 20,823,990 $ 818,719 $ 57,644,319 $ 17,455,281
$ 7,418,925 $ 3,499,573 $ 378,810 $ 11,297,308 $ (2,943,402)
3,547,187 2,687,909 261,211 6,496,307 2,213,437
7,251 (355,668) (142,259) (490,676) (83,225)
11,702 - 9,890 21,592 (80,057)
(3,600) (2,400) - (6,000) -
1,398 1,295 1,641 4,334 (546,255)
(77,185) (101,481) (14,842) (193,508) (283,389)
36,305 39,290 93,876 169,471 16,870
- - 82 82 -
- - (146,802) (146,802) (7,046)
(4,758) 1,947,242 766 1,943,250 -
116,337 25,696 7,069 149,102 -
3,634,637 4,241,883 70,632 7,947,152 1,230,335
$ 11,053,562 $ 7,741,456 449,442 $ 19,244,460 $ (1,713,067)
29,672 $ 3,960 - $ 33,632 % -
410,638 386,162 - 796,800 -
$ 440,310 $ 390,122 - $ 830,432 % -
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City of Yuma, Arizona
NOTES TO THE FINANCIAL STATEMENTS
For the Year Ended June 30, 2011

I. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Yuma (City) was incorporated April 14, 1914 under Arizona Revised Statute Chapter 9, Section 101,
and adopted its first charter on June 11, 1914. The City presently operates under a charter that was last
amended on January 2, 2002. The Charter provides for a Council-Manager form of government and provides
such services as are authorized by the Charter. Among these services are general government services, public
safety (police and fire), parks, recreation, culture, streets, environmental health and protection, and community
design and development.

During the year ended June 30, 2011, the City implemented the provisions of GASB Statement 54, Fund Balance
Reporting and Governmental Fund Type Definitions. GASB Statement 54 established new fund balance
classifications for governmental funds. It changed the previous terminology of Reserved and Unreserved to five
new classifications, which are Nonspendable, Restricted, Committed, Assigned, and Unassigned. GASB
Statement 54 added additional note disclosures for the new classifications and refined the definitions of the
various governmental fund types. Additional information regarding governmental fund balances is contained in
Note I-E, Section 9.

The accounting policies of the City conform to generally accepted accounting principles (GAAP) as applicable to
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. With respect to proprietary
activities, the City has adopted GASB Statement No. 20, Accounting and Financial Reporting for Proprietary
Funds and Other Governmental Entities That Use Proprietary Fund Accounting. The City has elected to apply all
applicable GASB pronouncements as well as Financial Accounting Standards Board (FASB) pronouncements
and Accounting Principles Board (APB) opinions, issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements. The following is a summary of the more
significant policies.

A. Reporting Entity

The City is a municipal entity governed by an elected mayor and council. As required by generally accepted
accounting principles, these financial statements present the City and its component units, entities for which the
City is considered to be financially accountable. Blended component units, although legally separate entities, are,
in substance, part of the City’s operations and so data from these units are combined with data of the City, the
primary government. The component units presented have a June 30 year-end.

Blended Component Units

Yuma Municipal Property Corporation. The Yuma Municipal Property Corporation's board members are
appointed by the City Council. The Corporation was formed to finance the acquisition of certain improvements
such as the Yuma Civic and Convention Center, Baseball Complex and Desert Hills Golf Course. The
Corporation was also used to finance the acquisition of three public safety buildings, (the police headquarters, a
fire station and the Municipal Court facility) and Public Works facilities, along with a clubhouse for the municipal
golf course and the new Municipal Complex. The Corporation conducts no business other than with the City and
that business is solely the retirement of debt related to the aforementioned acquisitions. Complete financial
statements may be obtained at the City of Yuma, City Clerk’s Office, One City Plaza, PO Box 13012, Yuma, AZ
85366-3012.

City of Yuma Employee Benefits Trust. The City of Yuma Employee Benefits Trust is responsible for providing
health insurance for the City employees. The City Council appoints the Trust's Board of Directors. The Trust
provides services entirely to the City and therefore has been included as an Internal Service Fund as of June 30,
1997 in accordance with the criteria established in GASB Statement No. 14, The Financial Reporting Entity.
Complete financial statements may be obtained at the City of Yuma Employee Benefit Trust’'s administrative
offices, One City Plaza, PO Box 13012, Yuma, AZ 85366-3012.
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B. Government-wide and fund financial statements

The government-wide financial statements report financial information on all the activities of the City of Yuma and
its component units. These financial statements include the Statement of Net Assets and the Statement of
Activities, a statement showing changes in net assets. Most interfund activities have been removed from these
statements to avoid duplicating the information with some exceptions such as proprietary fund sales to
governmental funds (i.e., water bills paid by a governmental fund). Eliminating these transactions would distort
both the measurement of income generated in serving proprietary customers as well as the direct cost of
governmental functions serving the citizenry. In these government-wide statements, governmental activities,
normally supported by taxes and intergovernmental revenues, are separated from business-type activities that
rely on fees and charges for services.

The statement of activities presents direct expenses of a given function or segment and the degree to which these
expenses 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 who use or directly benefit from the
services of the function; and 2) grants and contributions that are restricted to the operational or capital needs of a
particular function. Taxes and other revenues that are identifiable with a particular function or segment are
reported as general revenues.

In addition to government-wide presentations, fund financial statements are provided for all governmental and
proprietary funds. The financial statements are segregated by their respective significance to City operations with
individual major governmental and proprietary funds separated from nonmajor funds (aggregate nonmajor
financial activity is reported as a column on the major funds presentation for both governmental and proprietary
funds). The City uses GASB Statement No. 34 to determine which funds are to be presented as major funds. In
addition to those minimum requirements, the City will, from time to time, include within its major funds
presentations of other funds, that because of their significance preclude aggregate reporting outside the basic
financial statements.

The City of Yuma reports the following funds:
GOVERNMENTAL FUNDS

General Fund — The General Fund is the general operating fund of the City. It is used to account for all financial
resources except those for which another fund is required or used.

Highway User Revenue Fund — This fund accounts for the receipt and expenditure of the state-shared Highway
User Revenue Fund (primarily gas tax) for maintenance and construction of roadways.

City Road Tax Fund — This fund accounts for the collection and expenditure of a local one-half percent transaction
privilege tax approved by voters in 1994 for maintenance and construction of roadways.

Grants Fund — The Grant Fund accounts for all of the federal and state grants provided to the City with the
exception of the Community Development Block Grant, the Economic Development grant and the Weed and
Seed Grant.

Community Redevelopment Fund — This fund accounts for the financial activities of Community Development
Block Grant, Economic Development Grant and Weed and Seed Grant funds.

Debt Service Fund — This fund accounts for and reports financial resources for, and the payment of, long-term
debt principal, interest, and related costs of the City of Yuma Municipal Property Corporation, a blended
component unit, and Special Assessment Improvement Districts. Pledged excise tax and other revenues are
transferred to this fund along with property owner’s revenue for payments of long-term bonded debt.

Capital Projects Fund — The Capital Projects Fund is used to account for and report financial resources to be
used for the acquisition or construction of capital facilities and other capital assets (other than those financed by
General, Special Revenue, or Proprietary Funds).
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Other Governmental Funds — Other nonmajor governmental funds of the City of Yuma are aggregated and are
presented in a combining statement in the Other Supplementary Information section. These include the Local
Transportation Assistance; Public Safety Tax; Radio Communication; Recreation Complex; Two Percent Tax; and
Yuma Mall Maintenance Special Revenue Funds.

PROPRIETARY FUNDS

Water Fund — The operations of the City’s drinking water treatment and distribution system are accounted for in
this enterprise fund.

Wastewater Fund — This enterprise fund accounts for the City’s wastewater collection and treatment system.

Other Enterprise Funds — Other nonmajor enterprise funds of the City of Yuma are aggregated along with the
major enterprise funds and are also presented in a combining statement in the Other Supplementary Information
section. These funds include the Solid Waste, Desert Hills Golf Course, and Arroyo Dunes Golf Course Funds.

Internal Service Funds — 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. They are also presented in the aggregate with major enterprise funds and are included in a combining
internal service fund presentation in the Other Supplementary Information section. Because they service primarily
governmental funds, they are not included within the business-type activities of the Statement of Net Assets.
Rather, they are combined with the governmental activities on that statement. Moreover, because of their
essentially duplicative nature in accounting for their operations (revenues of the internal service funds are
expenses of the operating funds), the operations of the internal service funds have been eliminated from the
operations of the Statement of Activities. Internal service funds include the Equipment Replacement, Equipment
Maintenance, Insurance Reserve, Workers Compensation and Employee Benefits Trust Funds.

C. Measurement focus and basis of accounting

The government-wide financial statements, as well as the proprietary fund financial statements, use the economic
resources measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when the liability is incurred. Property taxes are recognized as revenue in the year levied.
Grants are recognized as revenue when all eligibility requirements are met and the underlying expenses have
been recorded.

Governmental fund financial statements are presented using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable
and available. Revenues are considered available when they are collectible within the current period or soon
enough thereafter to pay liabilities of the current period (within 60 days). Expenditures are recorded when the
liability is incurred with the exception of debt service. Debt service expenditures are recorded when the payment
is due or when amounts have been accumulated in the debt service fund for payments to made early in the
following year.

Property taxes, along with franchise taxes, licenses and sales taxes are susceptible to accrual and have been
recognized as revenues of the current period. Delinquent property taxes and property taxes for which there is an
enforceable legal claim as of the fiscal year, but which were levied to finance operations of the subsequent fiscal
year, have been recorded as deferred revenue. Grants and similar awards received before the eligibility
requirements are met are also recorded as deferred revenue. Receivables that will not be collected within the
available period have also been reported as deferred revenue on the governmental fund financial statements. All
other revenue items are considered measurable and available only when cash is received.

Proprietary funds classify revenues and expenses as operating or nonoperating items. Operating revenues and
expenses relate to the fund’s ongoing operations in providing goods and services. Operating revenues for the
City’s proprietary funds are customer charges for sales and services. Operating expenses include the cost of
sales or services, administrative expenses and depreciation. All other revenues and expenses are classified as
nonoperating revenues and expenses.
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D. Budget Information

1) The City follows these procedures in establishing the budgetary data reflected in the financial statements:

i. On or before the first Monday in June, the City Administrator submits to the City Council a proposed
operating budget for the fiscal year commencing the following July 1. The operating budget includes
proposed expenditures and the means of financing them.

ii. Two public hearings are held prior to the budget's final adoption in order to obtain taxpayer comments.
iii. On or before the third Monday in August, the budget is legally enacted through passage of an ordinance.

iv. At any time during the fiscal year, the City Administrator may transfer part or all of any unencumbered
appropriation balance among programs within a fund. Upon written request by the City Administrator, the
Council may, by ordinance, transfer part or all of any unencumbered appropriation balance from one fund to
another.

v. Formal budgetary integration is employed as a management control device during the fiscal year for all
funds with legally adopted budgets (only the Workers Compensation and Employee Benefits Trust Internal
Service Funds are not budgeted). Appropriations not expended at fiscal year end lapse.

vi. Budgetary amounts include those as originally adopted, and as amended by Council or City Administrator
through the end of the fiscal year. Arizona State Statute does not allow supplemental budgets.

vii. Expenditures incurred during the fiscal year may not legally exceed the publicly published budget. The
maximum legal expenditure permitted for the fiscal year is the total adopted budget.

2) Budgetary Reporting and Budgetary Basis of Accounting:

The City has opted to display budgetary information schedules in a manner similar to its adopted budget;
therefore, the information is displayed outside its basic financial statements. Budgetary comparisons are
presented for the General Fund and the major Special Revenue Funds in the Required Supplementary
Information section. Budgetary comparisons for the Debt Service Fund, the Capital Projects Fund, the
nonmajor governmental funds and the proprietary funds are presented in the Other Supplementary Information
sections. For proprietary funds, the budgetary comparison includes reconciliation to the accrual-based
operating statements.

E. Assets, Liabilities and Fund Equity Disclosures

1) Transactions between Funds:

Interfund transactions consisting of identified services performed for other funds or costs billed to other funds
are treated as expenditures in the fund receiving the services and as a reimbursement reducing expenditures
in the fund performing the services. Exceptions to this include: (1) sales of water and wastewater treatment
are treated as revenue by the Enterprise Fund, and in-lieu property taxes are recorded as revenues in the
General Fund and expenses in the Enterprise Funds; (2) transfers are made in certain other funds to shift
resources from a fund legally required to receive revenue to a fund authorized to expend the revenue; and (3)
charges for services of the Internal Service Funds are recorded as expenditures in the funds receiving the
service. For purposes of government-wide presentation, these latter transactions are eliminated.

2) Cash and Investments:

Cash balances of the City’s funds are pooled and invested by the City. The policy of the City is to invest public
funds in a manner which will provide the maximum security of principal invested and conform to all applicable
State statutes and City ordinances while providing the highest yield and meeting the City’s daily cash flows.
Income earned or loss arising from the investment of the pooled cash is allocated on a monthly basis to the
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individual funds based upon average daily balance. The City considers short-term investments (including
restricted assets) in the State of Arizona Local Government Investment Pool (LGIP), mutual fund-money
market, U.S. Treasury bills and notes with original maturities of three months or less at acquisition date to be
cash equivalents.

In accordance with GASB Statement 31, Accounting and Financial Reporting for Certain Investments and for
External Investment Pools, the City reports its investments at fair value based on quoted market information
obtained from fiscal agents or other sources.

3) Inventories and Prepaid Items:

Inventories consist primarily of expendable supplies held for consumption. Prepaid items represent services
for which payment is made in advance. Both inventories and prepaid items are accounted for using the
consumption method; therefore, expenditures are recorded at the time inventories are used or the services
incurred. Inventories are maintained on a perpetual inventory basis, verified through annual physical counts,
and valued using the weighted average method. Nonspendable governmental fund balance for both
inventories and prepaid items indicate that a portion of fund balance is not available for future expenditures.

4) Grants Revenue:

The City follows the policy that, grants and similar items are recognized as revenue or contributed revenue as
soon as all eligibility requirements imposed by the provider have been met.

5) Unbilled Accounts Receivable:

The City records as receivables and as revenues the amount of water sales, sewer service charges and
commercial refuse collection charges accrued but unbilled at fiscal year end. At June 30, 2011, the estimated
amounts of unbilled revenues for the Water, Wastewater and Solid Waste Enterprise Funds are $2,429,088,
$1,203,159, and $177,749, respectively.

6) Capital Assets:

Capital assets are reported in the applicable governmental or business-type activities columns in the
government-wide financial statements. Capital assets include property, plant, equipment and infrastructure
(e.g., roads, bridges and similar items) and are defined as assets with an individual cost of more than $5,000
and a useful life exceeding one year. These assets are valued at cost or estimated historical cost if original
cost is not available. Gifts or contributions are stated at fair market value at the date received. Depreciation
and amortization have been provided over the estimated useful lives using the group life method on a straight-
line basis and the following useful lives:

Buildings 33 to 100 years Infrastructure 35 years
Improvements 20 to 50 years Equipment 2 to 50 years

For proprietary fund assets constructed with bond proceeds, interest costs have been capitalized, net of
interest revenue. Gains or losses are recognized when assets are retired from service or are otherwise
disposed.

7) Contributions:
Contributions, as shown in the Enterprise Funds, represent sub-dividers' costs of installing water and sewer
mains, water service connections installed at the customers' expense, transfers of equipment from other City
funds, and contributions from customers to defray future expansion costs.

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,
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business-type activities, or proprietary fund type statement of net assets. Bond premiums and discounts, as
well as issuance costs, are deferred and amortized over the life of the bonds using the straight-line method.
Bonds payable are reported net of the applicable bond premium or bond discount. Bond issuance costs are
reported as deferred charges and amortized over the life of the 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 actual
debt proceeds received, are reported as debt service expenditures.

9) Fund Balance Policies:

In the fund financial statements, fund balance is reported in classifications that comprise a hierarchy based on
the extent to which the City is bound to honor constraints on the specific purposes for which amounts in those
funds can be spent. The classifications of fund balance are Nonspendable, Restricted, Committed, Assigned,
and Unassigned. Nonspendable and Restricted fund balances represent the restricted classifications and
Committed, Assigned, and Unassigned represent the unrestricted classifications.

Nonspendable fund balance includes amounts that cannot be spent because either 1) it is not in a spendable
form, such as inventory or prepaid items or 2) it is legally or contractually required to be maintained intact.
Restricted fund balance is comprised of externally (outside the City) enforceable limitations imposed by
creditors, grantors, contributors, laws and regulations of other governments, or laws through constitutional
provisions or enabling legislation (changes in City Charter). Committed fund balance includes self-imposed
limitations adopted at the highest level of decision making authority, namely, City Council. City Council
approval is required to commit resources or to rescind the commitment. Assigned fund balance represents
limitations imposed by management. Assigned fund balance items are submitted by the Finance Director for
approval/nonapproval by the City Administrator. Unassigned fund balance represents the residual net
resources in excess of the other classifications. The General Fund is the only fund that can report a positive
unassigned fund balance and any governmental fund can report a negative unassigned fund balance.

When both restricted and unrestricted resources are available for specific expenditures, unrestricted resources

are considered spent before restricted resources. Within unrestricted resources, committed and assigned are
considered spent (if available) before unassigned amounts.

F. Revenues, Expenditures, Expenses and Other Disclosures

1) Property Tax Revenue Recognition:

Yuma County is responsible for billing and collecting property taxes. Collections by the County in one month
are remitted to the City in the next month. For government-wide presentation, revenues equal the taxes levied
for the fiscal year. No allowance for uncollectible taxes has been recorded as the City's experience shows that
after five years the amount uncollected represents less than one-half percent of the original levy. For
governmental fund statement purposes, at fiscal year end, delinquent property taxes expected to be collected
within 60 days are recognized as revenue and recorded as receivable. The balance of delinquent taxes is
recorded in the property tax receivable account with a corresponding entry to the deferred revenue account.

2) Compensated Absences:

The City's administrative regulations provide permanent City employees with general and major iliness leave in
varying amounts based on years of service. In addition, employees may accrue hours worked on holidays for
absences or payment in the future. General leave vests with the employee a