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INDEPENDENT AUDITORS’ REPORT

To the Town Council
Town of Clarkdale, Arizona

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of Town
of Clarkdale, Arizona as of and for the year ended June 30, 2013, and the related notes to the
financial statements, which collectively comprise the Town’s basic financial statements as listed
in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

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



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

Opinions

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

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages iv to Xix
and 31 to 35 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Town of Clarkdale, Arizona’s basic financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is not a required part of the basic
financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. The information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United



States of America. In our opinion, the schedule of expenditures of federal awards is fairly stated,
in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 26, 2013, on our consideration of the Town of Clarkdale, Arizona’s internal control
over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering Town of Clarkdale, Arizona’s internal
control over financial reporting and compliance.

(it 4 Tl

November 26, 2013



TOWN OF CLARKDALE, ARIZONA
Management’s Discussion and Analysis
June 30, 2013

We, the Town of Clarkdale, Arizona, are pleased to provide an overview of our financial
activities for the fiscal year ended June 30, 2013. The intended purpose of Management’s
Discussion and Analysis (MD&A) is to provide an introduction to the basic financial statements
and notes, that provides an objective and easy to read analysis of our financial activities based on
currently known facts, decisions, and conditions, by providing an easily readable summary of
operating results and reasons for changes, which will help to determine if our financial position
improved or deteriorated over the past year. This report addresses current operational activities,
the sources, uses, and changes in resources, adherence to budget, service levels, limitations,
significant economic factors, and the status of infrastructure and its impacts on our debt and
operations. We encourage readers to consider the information presented here in conjunction with
the Town’s financial statements following this section.

FINANCIAL HIGHLIGHTS

++ The total net position showed an increase of 14.25%, between fiscal years 2012 and 2013.
The 2013 governmental net assets increased 14.33% and the business-type activities
increased 14.15%.

+¢ The Town’s total 2013 revenues were $6,090,109 and expenses totaled $5,024,251, resulting
in an increase in net position of $1,065,858 or 14.25%.

++ Local sales tax, property tax, and franchise taxes were the largest revenue source for
governmental activities, accounting for 43.48% of total governmental activity revenues with
state-shared general revenues accounting for 26.47% of total governmental activity revenues.

++ Expenditures for the Town’s governmental activities total $3,127,395. Public Safety
activities account for 30.36%, Highway and Streets spent 24.50% of the expenditures,
Culture and Recreation 6.98%, and General Government Services accounted for 38.16% of
total expenditures for 2013.

+¢ General Fund revenues of $2,724,351 were higher than budgeted revenues of $2,676,106 by
$48,245, or 1.80% while General Fund actual expenditures of $2,543,033 were lower than
budgeted expenditures of $3,412,043 by $869,010, or 25.47%.

++ The Town’s total governmental funds reported combined ending fund balances of
$2,024,675, an increase of $258,684 in comparison with the prior year. The Business-type’s
total net position was $3,425,765, an increase of $424,539 from 2012,

++ Long-term obligations outstanding were $12,528,314, in 2013, an increase of $4,649,921, up
59.02%. Business-type Activities accounted for 98.07% of the $12,528,314 due to the WIFA
loans for the construction of the Wastewater Treatment Plant and the Twin 5s.

++ Portions of the 10% furlough program for all staff implemented in January of 2009 were
reinstated which included a 10% reinstatement for certified Police, 5% for eligible exempt
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and non-exempt employees, keeping the workweek at 36 hours and a reclassification of job
positions to reflect current assignments.

Clarkdale became the first city or town in Arizona to provide a comprehensive reporting of
all its revenues and expenditures through the State of Arizona’s official transparency website,
www.openbooks.az.gov. A.R.S. 41-725 requires that each local government in Arizona
establish and maintain an official internet website that is accessible to the public at no cost
and that contains a comprehensive reporting of revenues and expenditures over $5,000.
While the statute only requires reporting of revenues and expenses over $5,000, the Town of
Clarkdale chose to list all revenues and expenses, regardless of the amount.

Standard & Poor’s Ratings Services raised the bond rating for the Clarkdale Municipal
Property Corporation’s excise tax revenue bonds from “A” to “AA”. According to Standard
& Poor’s, the rating further reflects their opinion of: Extremely strong maximum annual debt
coverage by pledged revenues; the bonds’ short amortization period, with final maturity in
2016; the town’s moderately concentrated tax base; and, the town’s small, limited local
economy that is centered on tourism and manufacturing, which has nevertheless generated
good revenue performance.

Construction of a “recycled” wastewater treatment plant approved by the Water Infrastructure
Finance Authority (WIFA) in the amount of $5,500,000 was underway the entire year.
Applying creativity and ingenuity in the face of a new financing challenge, the WIFA loan
was structured to maximize use of the Town’s existing escrow account in order to reduce the
impact on wastewater customers. A rate increase of $25.00 over five years will cover the
debt, the second $5.00 increase went into effect in December 2012.

Received a WIFA loan in the amount of $1,600,000 for the Twin 5s Water Main
Replacement project with $800,000 forgivable principal under a new program which required
significant creativity in order to qualify.

ECONOMIC HIGHLIGHTS

2012 was a year-long celebration of the Centennial of Clarkdale’s founding. Events were held
throughout the year by the Town of Clarkdale. The dedication of two Centennial Time Capsules
which will be unearthed in 2057 (commemorating the Centennial of Clarkdale’s incorporation)
and 2112 (commemorating Clarkdale’s Bicentennial) was the final project.

A Sustainable Clarkdale project, the Verde River @ Clarkdale, saw significant support and
progress during the year. The Town of Clarkdale entered an agreement with Arizona State Parks
to jointly manage approximately 70 acres of river front property surrounding the Tuzigoot
Bridge. The TuziRAP (Tuzigoot River Access Point) will provide an anchor location for public
access along the 2.2 miles of Verde River located in Clarkdale. The Arizona Game and Fish
Department awarded a $40,500 grant to Clarkdale for handicap accessible improvements at the
TuziRAP, and American Rivers, a national non-profit organization, is facilitating an additional
grant through the Altria Corporation for trails and boat launch facilities on the Verde River @
Clarkdale. The Town Council accepted a $420,496 grant from the Walton Family Foundation
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with half that sum dedicated to the Verde River @ Clarkdale project. The Town also entered into
an agreement with Freeport McMoRan Copper & Gold for 80 acres of additional public access
on the Verde River upstream from Clarkdale to be known as TapcoRAP.

Measured signs of a slowly improving economy in Clarkdale resulted in an ability to focus on
some capital improvement projects that had been delayed during the past 4 years of recession.
grant funds allowed for the installation of sidewalks and solar powered street lights on
Broadway, as well as energy efficiency upgrades for the Clark Memorial Clubhouse, Clark
Memorial Library and Clarkdale Police Department. The Town was able to put funds back into
the Street Improvement fund, allowing for an aggressive crack sealing project across the Town
with additional street surfacing projects completed.

During Clarkdale’s first full year with an Economic Development Director on staff, and the
Community and Economic Development Department worked throughout the year to streamline
and improve processes. As a result, the Town Council adopted new regulations that allow for
Sidewalk Café’s in the downtown area, updated our Subdivision Code, Site Plan Code, Sign
Code, Wireless Communication Towers and designated the historic downtown area as an
“Entertainment District”.

Two formerly defunct housing developments came back to life during the year in the Crossroads
at Mingus Subdivision and the Mountain Gate Subdivision. Both are expected to be in a position
to begin developing homes next year.

As a result of the Crossroads at Mingus Subdivision, there is now sewer and water service
available on 89A, which has resulted in numerous calls from developers who are looking at this
commercial area. The Spirit of Joy Lutheran Church was the first new construction to take place
in this area.

Clarkdale and other cities and towns across Arizona were faced with a series of new laws from
the State Legislature that took away decision making and authority at the local level. Our ability
to assess Development Impact Fees was severely hampered, resulting in the complete
elimination of the fees in Clarkdale.

Business and community leaders came together in an effort to raise money to replace and expand
the flags on Main Street in Clarkdale. The result was a total of 36 flags that now fly for holidays
and special occasions, and a committed group of volunteers, The Clarkdale Flag Corps, who put
up and take down the flags on these important days.

After a year-long search, Clarkdale filled our vacant Police Chief position by hiring Chief Randy
Taylor. Chief Taylor came to Clarkdale with significant education and experience, and is hard at
work involving himself in the Clarkdale community and developing a Strategic Plan for the
Clarkdale Police Department.

The Town of Clarkdale received the International City Manager Association’s (ICMA) 2013
Community Sustainability Award which recognizes local government programs or processes
that demonstrate innovation, excellence, and success in balancing that community's social,
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economic, environmental, and cultural needs for our Clark Memorial Clubhouse project
“Deploying Geothermal Energy in an Historic Building”.

OVERVIEW OF THE FINANCIAL STATEMENTS
The Annual Financial Report (AFR) for the Town of Clarkdale, Arizona consists of three parts:

1. The Management’s Discussion and Analysis provides a brief discussion of the basic
financial statements, annual comparisons of the government-wide financial statements,
and analysis of government’s overall financial position.

2. Basic Financial Statements:
++ Government-wide Financial Statements provide both long-term and short-term
information about the Town’s overall financial status.
++ Fund Financial Statements focus on the individual parts of Town government and
report the Town’s operations in more detail than the government-wide statements.
++ Notes to the Financial Statements explain some of the information in the financial
statements and provide more detailed data.

3. Required Supplementary Information further explains and supports the information in the
financial statements and includes detailed budgetary comparison schedules for major
special revenue funds as well as the General Fund.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview
of the Town of Clarkdale’s finances in a manner similar to private sector business. The
statements distinguish between governmental and business-type activities.

Governmental activities include the Town’s basic services, such as general government
(administration), public safety (police), highways and streets, and culture and recreation, and are
mainly financed through taxes and intergovernmental revenues.

Business-type activities include the water and sewer utility, cemetery, and sanitation and are
financed by fees charged to cover the costs of services they provide.

The Statement of Net Position presents information on all of the Town of Clarkdale’s assets and
liabilities, with the difference between the two reported as net position. Over time, increases or
decreases in net position may serve as a useful indicator of whether the financial position of the
Town is improving or deteriorating. (The Statement of Net Position can be found on Page 1 of
this report)

The Statement of Activities presents information showing how the government’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon as
the underlying event giving rise to the change occurs, regardless of the timing of related cash
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flows. The statement shows the degree to which the direct expenses of a function are offset by
program revenues. (The Statement of Activities can be found on Page 2 of this report)

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The Town of Clarkdale, like other state and
local governments, uses fund accounting to ensure compliance with finance-related legal
requirements.

All of the funds within the Town can be divided into two categories: governmental funds and
proprietary funds. The governmental and proprietary categories are organized as major funds or
non-major funds, with an emphasis placed on major funds, as the GASB standards require.

Governmental Funds — Most of the Town’s basic services are included in governmental funds
which focus on how cash, and other financial assets that can be easily converted to cash, flow in
and out, along with the balances left at the end of the year that are available for spending. The
governmental fund financial statements tell how general government services were funded as
well as what is available for future spending remains. Because fund financial statements do not
include the additional long-term focus of government-wide statements, additional information is
provided reconciling the difference between them. (The Governmental Fund financial statements
can be found on pages 3 and 5 of this report)

+¢+ General Fund — Accounts for the Town’s primary operating activities and is used to
account for all financial resources, except those required to be accounted for in another
fund.

++ HURF Fund - accounts for specific revenue received from the State of Arizona Highway
Revenue Fund which is legally restricted to expenditures for street and transportation
purposes.

++ Grants Fund — Accounts for specific revenue sources that are restricted to expenditures
for specified purposes as defined by the grantor.

++ Developer Reimbursement Fund — Accounts for specific revenue received from
developers through special development contracts in which certain development costs are
reimbursable by the developer and are accounted for in this fund.

++ The remaining funds are classified as non-major governmental (Other Governmental)
funds:
++ Impact Fees Fund
++ Capital Improvement Fund
++ Cemetery Perpetual Care Fund
++ Donations Fund
++ Court Enhancement Fund

viii
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Proprietary Funds — Proprietary funds, also known as Enterprise funds, are used to report the
same functions presented as business-type activities in the government-wide financial statements.
The Town of Clarkdale uses an enterprise fund to account for its water, wastewater treatment
(sewer), sanitation (trash collection) and cemetery operations. Proprietary funds provide the
same type of information as the government-wide financial statements, only in more detail. (The
Proprietary Fund financial statements can be found on pages 7 - 10 of this report)

Notes to 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 Financial
Statements can be found on pages 11 - 30 of this report)

The Governmental Accounting Standards Board (GASB) Statement No. 54 requires fund balances to
be properly reported within one of the fund balance categories listed below:

1. Nonspendable fund balance includes amounts that cannot be spent because they are either
not in spendable form or legally or contractually required to be maintained intact such as
fund balance associated with inventories, prepaids, long-term loans and notes receivable
(unless the proceeds are restricted, committed, or assigned),

2. Restricted fund balance includes amounts that can be spent only for the specific purposes
stipulated by constitution provisions or enabling legislation, or external resource providers,

3. Committed fund balance includes amounts that can be used only for the specific purposes
determined by a formal action of the Town Council,

4. Assigned fund balances are intended to be used by the Town for specific purposes but do not
meet the criteria to be classified as restricted or committed, and

5. Unassigned fund balance is the residual classification for the Town’s governmental funds
and includes all spendable amounts not contained in other classifications.

The Town’s policy for committed fund balances is through formal Town resolutions passed through
the elected town council. The process of rescinding a committed fund balance requires the same
process.

Supplemental Information

In addition to the basic financial statements and accompanying notes, required supplementary
information presents a budgetary comparison schedule for the General Fund and all major special
revenue funds to demonstrate compliance with the budget. (Supplementary information and
schedules can be found on pages 31 - 35 of this report)

GOVERNMENT-WIDE FINANCIAL ANALYSIS

iX
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Condensed Statement of Net Position

Governmental Activities Business-type Activities Total
2013 2012 2013 2012 2013 2012
ASSETS
Current and other assets $ 2,399,749 $ 2,017,396 $ 4,836,985 $ 4,093,723 $ 7,236,734 $ 6,111,119
Capital assets
Non-depreciable 702,196 583,786 6,596,140 1,539,456 7,298,336 2,123,242
Depreciable (net) 2,586,158 2,364,496 8,161,190 8,454,087 10,747,348 10,818,583
Total assets 5,688,103 4,965,678 19,594,315 14,087,266 25,282,418 19,052,944
LIABILITIES
Other liabilities 328,647 217,037 3,882,342 3,480,257 4,210,989 3,697,294
Noncurrent liabilities
Due within one year 80,330 80,708 456,334 65,513 536,664 146,221
Due in more than one year 161,776 191,902 11,829,874 7,540,270 11,991,650 7,732,172
Total liabilities 570,753 489,647 16,168,550 11,086,040 16,739,303 11,575,687
NET POSITION
Invested in capital assets,
net of related debt 3,153,354 2,783,282 4,451,854 4,638,766 7,605,208 7,422,048
Restricted 429,398 308,573 2,172,528 856,812 2,601,926 1,165,385
Unrestricted 1,534,598 1,384,176 (3,198,617) (2,494,352) (1,664,019) (1,110,176)
Total net position $ 5,117,350 $ 4,476,031 $ 3,425,765 $ 3,001,226 $ 8,543,115 $ 7,477,257
CHANGE IN NET POSITION $ 641,319 $ 1,142,861 $ 424,539 $ 271,021 $ 1,065,858 $ 1,413,882
PERCENTAGE CHANGE
IN NET POSITION 14.33% 34.29% 14.15% 9.93% 14.25% 23.32%

Net Position: Net position may serve over time as a useful indicator of a government’s financial
position. The table above reflects the Condensed Statement of Net Position of the Town
showing that net position increased 14.25%, between fiscal years 2012 and 2013. The 2013
governmental net assets increased 14.33% and the business-type activities increased 14.15%.

Net position consists of three components. The largest portion of the Town of Clarkdale’s net
assets reflects its investment in capital assets (e.g., land, buildings, machinery, and equipment).
The Town of Clarkdale uses these capital assets to provide services to citizens; consequently,
these assets are not available for future spending. Although the Town’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 will not be used to
liquidate these liabilities. An additional portion of the Town’s net assets represents resources
that are subject to external restrictions on how they may be used. The remaining balance of
unrestricted net assets may be used to meet the government’s ongoing obligations to citizens and
creditors.
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Condensed Statement of Changes in Net Position

Governmental Activities Business-type Activities Total
2013 2012 2013 2012 2013 2012
Revenues
Program revenues
Fees, fines, and charges for
services $ 158,792 $ 89,121 $ 2,161,948 $ 2,009,577 $ 2,320,740 $ 2,098,698
Operating grants and contributions 407,375 581,724 6,961 - 414,336 581,724
Capital grants and contributions 500,034 1,000,300 290,258 168,622 790,292 1,168,922
General revenues
Local taxes 1,574,805 1,437,156 - - 1,574,805 1,437,156
State shared revenues 958,930 885,174 - - 958,930 885,174
Investment earnings 15,564 4,245 8,637 4,432 24,201 8,677
Miscellaneous 6,805 13,231 - - 6,805 13,231
Total revenues 3,622,305 4,010,951 2,467,804 2,182,631 6,090,109 6,193,582
Expenses
General government 1,193,391 1,641,032 - - 1,193,391 1,641,032
Public safety 949,464 834,244 - - 949,464 834,244
Highways and streets 766,257 334,626 - - 766,257 334,626
Culture and recreation 218,283 200,421 - - 218,283 200,421
Wastewater - - 479,327 364,449 479,327 364,449
Sanitation - - 255,841 228,170 255,841 228,170
Water - - 1,114,498 1,138,370 1,114,498 1,138,370
Cemetery - - 47,190 38,388 47,190 38,388
Total expenses 3,127,395 3,010,323 1,896,856 1,769,377 5,024,251 4,779,700
Change in net position before transfers 494,910 1,000,628 570,948 413,254 1,065,858 1,413,882
Transfers 146,409 142,233 (146,409) (142,233)
Change in net position 641,319 1,142,861 424,539 271,021 1,065,858 1,413,882
Net position, beginning of year 4,476,031 3,333,170 3,001,227 2,730,206 7,477,258 6,063,376
Net position, end of year $ 5,117,350 $ 4,476,031 $ 3,425,766 $ 3,001,227 $ 8,543,116 $ 7,477,258

Change in Net Position: The Town’s total 2013 revenues were $6,090,109 and expenses total
$5,024,251, resulting in an increase in net assets of $1,065,858 or 14.25%.

Revenues for the Town’s governmental activities totaled $3,622,305, a 9.69% decrease from
2012. Local taxes are the largest revenue source for governmental activities, accounting for
43.48% of total revenues. State-shared revenues account for 26.47% of the total revenues. Local
taxes increased 9.58% from 2012 due to a large construction project at Yavapai College along
with State Shared Revenues also increasing 8.33%. Operating and capital grants decreased
42.64% which was mainly due to the dedicated Mountain Gate Development streets in 2012.
Charges for services contribute 4.38% of the total revenues, along with operating grants, which
are comprised mostly of HURF and the GITEM revenues, contributing 11.25% of the total
revenues. Yavapai County Flood Control and CDBG Broadway project made up the majority of
the capital grants and contributions which was 13.80% of total revenues. Miscellaneous
revenues and investment earnings make up .62%.
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Governmental Activity Revenue

Investment Earnings Miscellaneous

0.43% 019%

Fees, Fines, and Charges
for Services
4.38%

The revenue sources of local taxes and state-shared revenues with $2,533,735 represented
69.95% of all revenues in governmental activities. The local tax revenue consists of local sales
tax, property tax, and franchise taxes. The state-shared revenues consist of state revenue sharing,
state sales tax, and motor vehicle tax.

Tax Distributions

State Revenue Sharing
16.52%

Motor Vehicle
License Tax LocalSales Tax

8.09% 42.41%

State Sales Tax
13.24%

Franchise Fee Tax
3.57%

Property Tax
16.18%
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Local Sales Tax Collection Comparison
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Government Activity Expense

Expenditures for the Town’s governmental activities total $3,127,395. Public Safety activities
account for 30.36%, Highway and Streets spent 24.50% of the expenditures, Culture and
Recreation 6.98%, and General Government services accounted for 38.16% of total expenditures
for 2013. General Government services include Administration, Community Services,
Community Development and Finance.

Cultureand
Recreation
6.98%

General Government

Highwaysand Streets 38.16%

24.50%

Public Safety
30.36%

Xiii



TOWN OF CLARKDALE, ARIZONA
Management’s Discussion and Analysis
June 30, 2013

Net Cost of Town of Clarkdale Activities

Governmental Activities

The following table presents the total cost of each of the Town’s activities as well as their net
cost. The net costs are the total costs less fees generated by the activities, direct
intergovernmental aid, and capital grants and contributions. The actual net cost of services in
2013 was $2,061,194 which is 53.91% more than in 2012 which is a result of the direct revenues
of $1,066,201 which had a decrease of 36.20% from 2012. This was mainly a result of the
increased street expenses for completing street projects that had been on hold from 2012 and
comparison to the dedicated Mountain Gate Development streets in 2012.

Net Cost of Services — Governmental Activities

Cost of Services Direct Revenues Net Cost of Services
2013 2012 2013 2012 2013 2012
General Government $ 1,193,391 $ 1,641,032 $ 158,799 $ 481,472 $ 1,034,592 $ 1,159,560
Public Safety 949,464 834,244 77,913 71,817 871,551 762,427
Highways and Streets 766,257 334,626 752,331 1,015,640 13,926 (681,014)
Culture and Recreation 218,283 200,421 77,158 102,216 141,125 98,205
Total revenues 3,127,395 $ 3,010,323 $ 1,066,201 $ 1,671,145 $ 2,061,194 $ 1,339,178

Net Cost of Services — Governmental Activities

$1,500,000
$1,000,000 -
$500,000 -
0 - el
m2012
-$500,000 m2013
-$1,000,000 -
General . Highways and Culture and
Public Safety .
Government Streets Recreation
2012 $1,159,560 $762,427 -$681,014 $98,205
2013 $1,034,592 $871,551 $13,926 $141,125
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Net Cost of Service — Business-Type Activities

Business-type Activities

The wastewater program net income decreased from $180,483 in 2012 to $65,973. The decrease
was a result of operating revenues increasing due to the wastewater rate increase in December of
2012 and no proceeds from developers for capital improvements as there were in 2012 along
with additional expense in the cost of service increase due to wages and operational expenses.
Net income of the water program increased to $466,945 in 2013 from $178,284 in 2012. This
was a result of capital grants and contributions from Developers. The cemetery program net
income increase was due to comparison of last year that had new equipment purchases.

Cost of Services Direct Revenues Net Cost of Services
2013 2012 2013 2012 2013 2012
Wastewater $ 479,327 $ 364,449 $ 545,300 $ 544,932 $ (65,973) $ (180,483)
Sanitation 255,841 228,170 287,046 283,248 (31,205) (55,078)
Water 1,114,498 1,138,370 1,581,443 1,316,654 (466,945) (178,284)
Cemetery 47,190 38,388 45,378 33,365 1,812 5,023

Total revenues $ 1,896,856 $ 1,769,377 $ 2,459,167 $ 2,178,199 $ (562,311) $ (408,822)

Net Cost of Service — Business-Type Activities

$100,000
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-$300,000 2012

-$400,000 m2013
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Wastewater Sanitation Water Cemetery

2012 -$180,483 -$55,078 -$178,284 $5,023
2013 -$65,973 -$31,205 -5466,945 $1,812
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TOWN OF CLARKDALE, ARIZONA
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June 30, 2013

Town of Clarkdale’s Capital Assets

In the governmental-wide financial statement capital assets are defined as assets with an initial
cost of more than $5,000 and a useful life greater than one-year.

The Town had capital assets of $3,288,354 in the governmental activities and $14,757,330 in the
business-type activities for a total of $18,045,684 at the end of 2013. The largest investment in
capital assets was the wastewater plant and equipment. Of the total capital assets, the
governmental activities account for 18.22% and the business-type activities total 81.78%. The
business-type activities represent the water utility with 38.18% of the business-type capital assets
and the sewer utility having 61.82% of the business-type capital assets. For government-wide
financial statement presentation, all depreciable capital assets were depreciated from acquisition
date to the end of the current fiscal year. Governmental fund financial statements record capital
asset purchases as expenditures. Major capital asset events during the current fiscal year
included additions and improvements to the water and wastewater infrastructure included under
the construction in progress for business type which includes the wastewater treatment plant and
Twin 5s water line projects.

Capital Assets

Governmental Activities Business-type Activities Total
2013 2012 2013 2012 2013 2012
Capital Assets Not Depreciated
Land $ 630,001 $ 583,786 $ 491,929 $ 491,929 $ 1,121,930 $ 1,075,715
Construction in Progress 72,195 - 6,104,211 1,047,527 6,176,406 1,047,527
Total Capital Assets Not
Depreciated 702,196 583,786 6,596,140 1,539,456 7,298,336 2,123,242
Capital Assets Depreciated
Buildings and Improvements 1,941,343 1,919,980 - - 1,941,343 1,919,980
Infrastructure 1,967,733 1,541,197 - - 1,967,733 1,541,197
Machinery and Equipment 758,890 728,281 - - 758,890 728,281
Vehicles 388,811 415,381 - - 388,811 415,381
Sewer Plant and Equipment - - 5,164,831 5,164,831 5,164,831 5,164,831
Water Distribution System - - 5,943,250 5,938,650 5,943,250 5,938,650
Total Capital Assets Depreciated 5,056,777 4,604,839 11,108,081 11,103,481 16,164,858 15,708,320
Accumulated Depreciation
Buildings and Improvements (1,308,179) (1,258,034) - - (1,308,179) (1,258,034)
Infrastructure (343,278) (240,532) - - (343,278) (240,532)
Machinery and Equipment (502,171) (435,652) - - (502,171) (435,652)
Vehicles (316,991) (306,125) - - (316,991) (306,125)
Sewer Plant and Equipment - - (1,095,736) (1,014,123) (1,095,736) (1,014,123)
Water Distribution System - - (1,851,155) (1,635,271) (1,851,155) (1,635,271)
Total Accumulated Depreciation (2,470,619) (2,240,343) (2,946,891) (2,649,394) (5,417,510) (4,889,737)
Net Total Capital Assets Depreciated 2,586,158 2,364,496 8,161,190 8,454,087 10,747,348 10,818,583
Net Total Capital Assets $ 3,288,354 $ 2,948,282 $ 14,757,330 $ 9,993,543 $ 18,045,684 $ 12,941,825
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Long-Term Liabilities

The Town of Clarkdale had total long-term obligations outstanding of $12,528,314 in 2013, an
increase of $4,649,921, or 59.02%. Business-type activities accounted for 98.07% of the
$12,528,314. The increase was due to the WIFA loans for the construction of the wastewater
treatment plant and the Twin 5s water main. All notes and bonds payable are secured by pledges
of specific revenue sources of the Town, with the business-type activities’ liabilities payable by
revenues from user fees of those funds.

Long-Term Liabilities

2013 2012 Change
Governmental Activities
Compensated absences $ 107,106 $ 107,610 $ (504)
Capital leases payable - - -
Notes payable 135,000 165,000 (30,000)
Total Long-Term Liabilities,
Governmental Activities 242,106 272,610 (30,504)
Business-type Activities
Compensated absences 33,225 35,776 (2,551)
Capital leases payable 27,881 40,399 (12,518)
Bonds payable 190,000 215,000 (25,000)
Notes payable 11,866,200 7,138,029 4,728,171
Deferred amount on premium 168,902 176,579 (7,677)
Total Long-Term Liabilities, Business-
type Activities 12,286,208 7,605,783 4,680,425
Total Long-Term Liabilities $ 12,528,314 $ 7,878,393  $ 4,649,921

FINANCIAL ANALYSIS OF THE TOWN'’S FUNDS

The focus of the Town’s governmental funds is to provide information on near-term inflows,
outflows, and balances of resources that are available for spending. Such information is useful in
assessing the Town’s financing requirements. In particular, unassigned fund balance serves as a
useful measure of a government’s net resources available for spending at the end of the fiscal
year. At the end of the current fiscal year, the Town’s total governmental funds reported
combined ending fund balances of $2,024,675, an increase of $258,684 in comparison with the
prior year. The increase is due to the additional collection of tax dollars during the year which
was designated by the Council for 2014 projects. The business-type’s total net position was
$3,425,765, an increase of $424,539 from 2012.
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Change in Fund Balances/Net Position

2013 2012 Change

Governmental
General Fund $ 995535 $ 749,893 $ 245,642
HURF Fund 262,133 261,567 566
Developer Reimbursement Fund 603,313 573,304 30,009
Grants Fund 15,252 33,206 (17,954)
Other Governmental Funds 148,442 148,021 421
Total Governmental Fund Balances 2,024,675 1,765,991 258,684

Business-type
Wastewater Fund 2,347,926 2,219,402 128,524
Sanitation Fund 13,676 45,854 (32,178)
Water Fund 1,060,301 735,566 324,735
Cemetery Fund 3,862 404 3,458
Total Business-type Net Position 3,425,765 3,001,226 424,539
Total Fund Balances/Net Position $ 5,450,440 $ 4,767,217 $ 683,223

BUDGETARY HIGHLIGHTS

The Town’s annual budget is the legally adopted expenditure control document of the Town.
Budgetary comparison statements are required for the General Fund and all major special
revenue funds and may be found on pages 31-35. These statements compare the original adopted
budget, the budget if amended throughout the fiscal year, and the actual expenditures.

General Fund revenues of $2,724,351 were higher than budgeted revenues of $2,676,106 by
$48,245, or 1.80% while General Fund expenditures of $2,543,033 were lower than budgeted
expenditures of $3,412,043 by $869,010, or 25.47%. General Fund expenditures during the year
are monitored with actual revenues.

ECONOMIC FACTORS FOR NEXT YEAR

The Clarkdale Town Council, Town Manager and Department Heads continued focus at their
annual Strategic Planning on Ensuring Financial Sustainability for the Town of Clarkdale.

During the 2013 Strategic Planning session Council requested that reinstatement of the 40-hour
work week (or salary reinstatement for those already working 40 hours) be the highest budget
and strategic planning priority for next year. They were very clear that they want to “make
whole” the cuts that were made in January, 2009, during the next budget year and expressed
support for a modified 40-hour schedule, where town offices would be open Monday-Thursday
from 8am-5:30pm, and Fridays from 8am-12pm.
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We expect a big transition year for economic development in downtown Clarkdale with the
opening of the private Copper Art Museum and the first wine tasting room on Main Street along
with other new businesses moving to town and expansion of current businesses.

Improvements at several access points along the Verde River should start to emerge at both the
TuziRAP site, a Town owned site on the west side of the Verde River, upstream from the
Tuzigoot Bridge, and the TapcoRAP site. Public input will be crucial throughout the year for this
project as master plans are developed for multiple access sites and funding/fee structure
discussions get underway.

The Wastewater Treatment Plant will be completed and operational early next year along with
the Twin 5’s Water Main Project, two projects that will transform the water and wastewater
utilities in the Town of Clarkdale which have taken years of planning and construction.

The completion of switching out all old water meters to an automated meter reading system
should generate income, distribute water and sewer costs fairly, conserve water, and are tools that
provide system analysis. They will save a lot of staff time reading meters, have leak detection,
low flow detection, tampering, and data profiling capabilities.

A Walton Family Foundation Grant will allow the Town to pursue the development of a Water
Resource Management Program. Working with the Water Resource Research Center and Lacher
Hydrological Consulting, the team will explore the Town’s long-range water supply and demands
for water and will use a series of water expert meetings to determine possible approaches to
creating water policy that achieves a sustainable water supply for our community.

CONTACTING THE TOWN'’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the Town’s finances for all of
those with an interest and to demonstrate accountability for the use of public funds. Questions
about any of the information provided in this report, or requests for additional financial
information should be addressed to:

Town of Clarkdale
Finance Department
P.O. Box 308
Clarkdale, AZ 86324
(928) 639-2400

Or visit our website at: http://www.clarkdale.az.gov
Vision Statement: A Place That Makes Sense
Mission Statement: The Town of Clarkdale Provides Visionary, Innovative,

Sensible  Governance; Responsible and Resourceful
Delivery of Services; and a Sustainable Quality of Life in
an Engaging Community of Citizens and Enterprise
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TOWN OF CLARKDALE, ARIZONA
Statement of Net Position
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Primary Government

Governmental Business-type
Activities Activities Total
ASSETS
Cash and cash equivalents $ 2,155,246 $ 2,445,023 $ 4,600,269
Cash and cash equivalents - restricted - 1,736,340 1,736,340
Accounts receivable - net - 126,472 126,472
Taxes receivable 125,398 - 125,398
Due from other governments 117,450 - 117,450
Other accounts receivable 1,655 95,045 96,700
Bond issue costs, net - 2,965 2,965
Deferred charges, net - 431,140 431,140
Capital assets, not being depreciated 702,196 6,596,140 7,298,336
Capital assets, being depreciated, net 2,586,158 8,161,190 10,747,348
Total assets 5,688,103 19,594,315 25,282,418
LIABILITIES
Accounts payable 124,219 554,925 679,144
Accrued expenses 37,304 10,391 47,695
Interest payable - 65,048 65,048
Deferred revenue 167,124 3,200,874 3,367,998
Funds held in trust - 10,054 10,054
Refundable deposits - 41,050 41,050
Noncurrent liabilities
Due within 1 year 80,330 456,334 536,664
Due in more than 1 year 161,776 11,829,874 11,991,650
Total liabilities 570,753 16,168,550 16,739,303
NET POSITION
Invested in capital assets,
net of related debt 3,153,354 4,451,854 7,605,208
Restricted 429,398 2,172,528 2,601,926
Unrestricted (deficit) 1,534,598 (3,198,617) (1,664,019)
Total net position $ 5,117,350 $ 3,425,765 $ 8,543,115

The accompanying notes are an integral part of these financial statements
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TOWN OF CLARKDALE, ARIZONA
Statement of Activities

Year Ended June 30, 2013

Program Revenue

Net (Expense) Revenue and Changes in Net Position

Charges Operating Capital Primary Government
for Grants and Grants and Governmental Business-type
Functions / Programs Expenses Services Contributions Contributions Activities Activities Total
Primary government:
Governmental activities
General government $ 1,193,391 $ 121,483 $ 37,316 - $ (1,034,592) $ - $ (1,034,592)
Public safety 949,464 30,368 34,346 13,199 (871,551) - (871,551)
Highways and streets 766,257 3,000 283,859 465,472 (13,926) - (13,926)
Culture and recreation 218,283 3,941 51,854 21,363 (141,125) - (141,125)
Total governmental activities 3,127,395 158,792 407,375 500,034 (2,061,194) - (2,061,194)
Business-type activities
Wastewater 479,327 545,300 - - - 65,973 65,973
Sanitation 255,841 287,046 - - - 31,205 31,205
Water 1,114,498 1,284,224 6,961 290,258 - 466,945 466,945
Cemetery 47,190 45,378 - - - (1,812) (1,812)
Total business-type activities 1,896,856 2,161,948 6,961 290,258 - 562,311 562,311
Total primary government $ 5,024,251 $ 2,320,740 $ 414,336 790,292 (2,061,194) 562,311 (1,498,883)
General revenue:
Taxes:
Sales Taxes 1,074,539 - 1,074,539
Property taxes 409,880 - 409,880
Franchise tax 90,386 - 90,386
State sales tax revenue sharing 335,347 - 335,347
Au