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CiiftonLarsonAlien LLP
ClLAconnect.com

INDEPENDENT AUDITORS’ REPORT

The Honorable Mayor and the Town Coungil
Town of Star Valley, Arizona
Star Valley, Arizana

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the Town of Star
Valley, Arizona (Town), as of and for the year ended June 30, 2018, 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 Responsibilify 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 errar,

Auditors’ 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. 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 auditors’ 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 Town'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 Town’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.

A member of

Nexia ()

Internatlonal



The Honorable Mayor and the Town Council
Town of Star Valley, Arizona

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, business-type activities, each major fund,
and the aggregate remaining fund information of the Town of Star Valley, Arizona, as of June 30, 2018,
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 management's
discussion and analysis, the schedule of the Town’s proportionate share of the net pension liability and
pension contributions, and the budgetary comparison schedules 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 gensrally accepted in the United States of America, which
consisted of inguiries 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 cbtained 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.

/%@MM@% L7

CliftonL.arsonAllen LLP

Phoenix, Arizona
June 12, 2019

()
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TOWN OF STAR VALLEY, ARIZONA
MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2018

We (the Town of Star Valley, Arizona) are pleased to provide an overview of our financial activities for
the fiscal year ended June 30, 2018. The intended purpose of the Management 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, and significant economic factors.

FINANCIAL HIGHLIGHTS
+ The assets and deferred outflows of resources of the Town of Star Valley, Arizona exceeded its
liabilities and deferred inflows of resources at the close of the most recent fiscal year by
$8,712,334 (net position). Of this amount $3,927,083 (unrestricted net position) may be used to
meet the government’s ongoing obligations to citizens and creditors.

¢ As of the close of the current fiscal year, the Town of Star Valley, Arizona's governmental funds
reported combined ending fund balances of $5,437,801, an increase of $403,907 in comparison
with the prior year.

¢ At the end of the current fiscal year, unassigned fund balance for the General Fund was
$4,333,533 or 471% of total General Fund expenditures.

¢+ General Fund revenues were more than budgeted revenues by $44,748 for fiscal year ending
June 30, 2018. Additionally, expenditures were only 19% ($3,917,420 in savings) of the fina]
budget in the General Fund.

¢+ General Fund revenues exceeded expenditures by $244,602; a positive variance of $3,962,168
from the final budget.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial section consists of this discussion and analysis and the basic financial statements. The
basic financial statements include the government-wide financial statements, fund financial statements,
and notes 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 Town of Star Valley, Arizona‘s finances, in a manner similar to private-sector business.

The statement of net position presents information on all of the Town of Star Valley, Arizona's assets,
deferred outflows of resources, liabilities and deferred inflows of resources with the difference reported
as net position. Over time, increases or decreases in net position may serve as a useful indicator of
whether the financial position of the Town of Star Valley, Arizona is improving or deteriorating.

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



TOWN OF STAR VALLEY, ARIZONA
MANAGEMENT'S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2018

Both of the government-wide financial statements distinguish functions of the Town of Star Valley,
Arizona that are principally supported by taxes and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant portion of their costs
through user fees and charges (business-type activities). The governmental activities of the Town of
Star Valley, Arizona include general gavernment, public safety, highways and streets, and culture and
recreation. The business-type activities include the operations of the Town water system.

The government-wide financial statements can be found on pages 10 - 11 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 Star Valley, Arizona, like other state and
local governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. All of the funds of the Town of Star Valley, Arizona can be divided into two
categories - governmental funds and proprietary funds.

Governmental Funds — Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as 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. Since the governmental fund financial statements focus on near4term
spendable resources, while the governmental activities on the government-wide financial statements
have a longer term focus, a reconciliation of the differences between the two is provided with the fund

financial statements.

The Town maintains five individual governmental funds. Information is presented separately in the
governmental funds balance sheet and in the governmental funds statement of revenues, expenditures,
and changes in fund balances for the General Fund and Highway Users Revenue Fund which are
considered major funds. Data from the other three governmental funds are combined into a single,

aggregate presentation.
The basic governmental fund financial statements can be found on pages 12 - 15 of this report.

Proprietary Funds — The Town of Star Valley, Arizona maintains one type of proprietary fund.
Enterprise funds are used to report the same functions ptesented as business-type activities in the
government-wide financial statements. The Town of Star Valley, Arizona uses enterprise funds to
account for its water operations.

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The proprietary fund financial statements provide separate information for the water
fund, which is considered a major fund.

The basic proprietary fund financial statements can be found on pages 16 - 18 of this report.

(4)



TOWN OF STAR VALLEY, ARIZONA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2018

Notes to Basic Financial Statements

The naotes to the basic financial statements (pages 19 - 35) provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund financial
statements and should be read with the basic financial statements.

Required Supplementary information Other Than MD&A

Governments have an option of including the budgetary comparison statements for the General Fund
and major special revenue funds as either part of the fund financial statements within the basic financial
statements or as required supplementary information after the footnotes. The Town has chosen to
present these budgetary schedules as required supplementary information other than MD&A and can
be found on pages 37 - 38. Additionally, governments are required to disclose certain information about
employee pension plans. The Town has disclosed this information on page 38.

Government-Wide Financial Analysis
Net Position

Net position may serve over time as a useful indicator of a government's financial position. The
following table reflects the condensed Statement of Net Position of the Town for June 30, 2018 showing
that assets and deferred outflow of resources exceeded liabilities and deferred inflows of resources
by $8,712,334.

Table A-1
The Town's Nef Position
June 30, 2018 and 2017

Governmental Activities Business-Type Activities Total
2018 2017 2018 2017 2018 2017
ASSETS
Current and Other Assets $ 5646457 § 5288051 § (95701 & (57993) § 5550,756 § 5,230,052
Capital Assets .
Non-depreciable 268,257 304,788 3,458 36,512 271,715 341,300
Depreciakle (Net) 1,792,966 1,663,579 1,716,302 1,454,403 3,508,268 3,117,082
Total Assets 7,707,680 7.256,418 1,624,059 1,432 914 9,331,738 8,689,334
DEFERRED QUTFLOWS
OF RESOURGCES 73,044 80,041 16,934 18,677 88,878 78,718
LIABILITIES
Current Lizhilities 208,656 254,157 34 291 40,379 242,047 294,536
Non-Current Liabilities
Due Within One Year 20,794 17,575 - - 20,794 17,575
Nue in More Than One Year 6,450 20,055 - - 6,450 20,055
Net Pension Liahility 337,016 277,105 78,460 100,595 414,378 377,700
Total Liabilities 573,816 568,892 110,751 140,974 684,567 709,886
DEFERRED INFLOWS
OF RESOURCES 20,237 33,724 4,579 12,242 24 816 45,966
NET POSITION
Net Investment in Capital Assets 2,061,223 1,968,387 1,719,760 1,490,015 3,780,983 3,459,282
Restricted 1,004,268 844,983 - - 1,004,268 844,963
Unrestricted 4,121,180 3,900,513 (194,087} {192,538) 3,927,083 3,707,975
Total Net Position $ 7186671 § 6713843 § 1525663 § 1,208377 § 8,712,334 § 8,012,220

(5)



TOWN OF STAR VALLEY, ARIZONA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2018

Net position consists of three components. The Town of Star Valley, Arizona's investment in capital
assets (e.g., infrastructure, buildings and improvements, and vehicles, machinery and equipment), less
any related debt used to acquire those assets that are still outstanding accounts for 43.4% of total net
position. The Town of Star Valley, Arizona uses these capital assets to provide services to citizens;
consequently, these assets are nat available for future spending.

An additional portion of the Town of Star Valley, Arizona's net position (11.5%) represents resources
that are subject to external restrictions on how they may be used. Restricted net position increased
over the prior fiscal year due to the accumulation of excise tax revenues. The remaining balance of
unrestricted net position ($3,927,083) may be used to meet the government's ongoing obligations to
citizens and creditors.

At the end of the current fiscal year, the Town of Star Valley, Arizona has been able to report positive
balances in all three categories of net position.

Change in Net Position
The following table compares the revenues and expenses for the current and previous fiscal year.

Table A-2
Change in Net Position
June 30, 2018 and 2017

Governmental Activities Business Type Activities Total
2018 2017 2018 2017 2018 2017
REVENUES

Frogram Revenues:
Fees, Fines and Charges for Servicas 3 42,757 § 437067 § 176686 § 168,367 § 219443 $ 605434
Qperating Grants and Contributions 398,085 397,19¢ - - 308,065 367,199
Gapital Grants and Centributions 10,000 10,000 232,262 35,312 242262 45,312

General Revenues:
Sales Taxes 350,607 311,123 - - 350,607 311,123
Franchise Taxes 64,258 58,977 - - 64,256 58,977
State Shared Revenues 502,950 487,065 - - 502,950 487,085
Auto Lieu Taxes 153,737 143,506 - - 153,737 143,508
[nvestment Income 689 7.802 - - 689 7.802
Other 30,810 931 - - 30,910 931
Total Revenuas 1,553,971 1,883,670 - 408,948 203,679 1,962,919 2,057,348

EXPENSES

General Govarnment 412,958 463,234 - - 412,958 463,234
Public Safety 456,663 566,512 - - 456,563 566,512
Highways and Strests 100,448 205,302 - - 190,448 205,302
Culture and Recreation 21,174 28,776 - - 21,174 26,776
Water - - 181,662 207,798 181,662 207,798
Total Expenses 1,081,143 1,261,824 181,662 207,798 1,262,805 1,469,622
CHANGE IN NET POSITION 472,828 501,848 227,288 (4,119) 700,114 B87,727
Net Positian - Baginning of Year 6,713,843 6,121,897 1,288,377 1,302,406 8,012,220 7,424 493
NET POSITION - END QOF YEAR $ 7186671 § 6,713,843 $ 1825663 § 1,288,377 § 8712334 § 8,012,220

{6)



TOWN OF STAR VALLEY, ARIZONA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2018

Governmental Activities
Program revenues decreased by $393,444 and general revenues increased by $93,745,

The decrease in program revenues was the resulf of a decrease in fees and fines related {0 a decrease
in photo enforcement activity from the removal of the photo enforcement cameras. The change in
operating grants and contributions and capital grants and contributions was not significant.

The increase in general revenues was primarily due to an increase in sales tax and state shared
revenues. State shared revenue is collected and distributed by the State of Arizona based on sales tax
collection at the State level.

Expenses decreased $180,681, primarily due to photo enforcement fine processing fees decreasing as
a result of the cameras being removed at the Town. This resulted in a decrease in funds available to
expend and reduced expenditures owed through intergovernmental agreements for the collection of
fines.

Business-Type Activities — Program revenues increase $205,269 due fo increased capital grants for
CDBG projects related to water infrastructure, Additionally, expenses decreased 326,136 primarily due
ta the Town being more efficient with water operations.

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 may serve as a useful measure
of a government’s net resources available for spending at the end of the fiscal year. Types of
Governhmental funds reported by the Town include the General Fund and Special Revenue Funds.

As of the end of the current fiscal year the Town's governmental funds reported combined ending fund
balances of $5,437,801, an increase of $403,907 in comparison with the prior year. Approximately 80%
of this total amount ($4,333,533) constitutes General Fund fund balance, which is reported as
unassigned fund balances. At fiscal year-end, fund balances were as follows;

Table A-3
Fund Balances
Increase
(Decrease)
Fund Balance from 2016-17
General Fund $ 4,333,533 % 244,602
Highway Users Revenue Fund 434 007 12,152
Nonmajor Governmental Funds 670,261 147,153



TOWN OF STAR VALLEY, ARIZONA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2018

The General Fund is the chief operating fund of the Town of Star Valley, Arizona. As a measure of the
General Fund's liquidity, it may be useful to compare both General Fund fund balance and total fund
balance to total fund expenditures. General Fund fund balance represents 471% of total General Fund

expenditures.

The fund balance of the General Fund increased by $244,602 during the current fiscal year. This
increase was largely attributed to the continued increase in revenues over expenditures within the
General Fund. In the current year, the Town saw a decrease in both revenues and expenses for a
similar amount due to the remeval of the photo enforcement camera program. Additionally, local sales
tax and state shared revenues exceeded amounts collected in prior year.

The fund balance of the Highway Users Revenue Fund increased $12,152 due to the continued surplus
of state shared revenues over streets spending.

All nonmajor governmental funds of the Town are combined into one column on the governmental fund
statements. The fund balance of the nonmajor governmental funds increased during the current fiscal
year by $147,153. The increase was attributed to the Town collecting excise taxes for transportation

projects with no current year spending.

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 37 and 38 in the required supplementary information other than MD&A. These
schedules compare the original adopted budget, the budget if amended throughout the fiscal year, and
the actual expenditures prepared on a budgetary basis, The Town did not amend its budget during the
fiscal year.

General Fund revenues of $1,163,725 were greater than budgeted revenues of $1,118,977 by $44,748
while expenditures of $919,123 were 19% of budgeted expenditures (savings of $3,917,420).
Revenues were greater than the budget primarily due to the Town budgeting conservatively for sales
tax revenues, intergovernmental revenues, and other income.

Expenditures fell below budget largely due to unspent contingency and administration capacity during
the fiscal year. Additionally, contracted law enforcement and town council also exceeded budget,
however, cash was available for these over expenditures.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The Town's capital assets for its governmental and business-type activities as of June 30, 2018 amount
to $3,780,983 (net of accumulated depreciation), an increase of 9%. For governmeant-wide financial
statement presentation, all depreciable capital assets were depreciated from acquisition date to the end
of the current fiscal year. Fund financial statements record capital asset purchases as expenditures.
See Note 3.A.3 in the Notes to the Basic Financial Statements for further information regarding
capital assets.

(8)



TOWN OF STAR VALLEY, ARIZONA
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2018

Major capital asset events during the current fiscal year included the following:

Well rehab and improvement project

Road overlay project

Construction of a community garden and pickleball court
Park fithess equipment and sprinkler system

> > + &

The following table provides a breakdown of the capital assets of the Town at June 30, 2018 and 2017.

Table A-4
Capital Assets (Net)
June 30, 2018 and 2017

Governmental Activities Business Type Activities Total
2018 2017 2018 2017 2018 2017
Land § 288257 § 2882h7 § - 5 - § 268257 § 268,257
Construction in Progress - 36,531 3,458 36,512 3,458 73,043
Infrastructura 1,501,476 1,390,858 - - 1,501,478 1,390,858
Buildings and Improvements 264,755 271,835 16,428 17,807 281,183 289,642
Water System - 1,698,738 1,431,242 1,698,738 1,431,242
Vehicle, Machinery and Equipment 26,738 886 1,136 5,354 27,871 6,240
Total Capital Assets § 2,061,223 § 1,968,367 § 1,716,760 $ 1,480,915 3 3,780,983 § 3,459,282

Long-Term Debt
At the end of the current fiscal year, the Town of Star Valley, Arizona did not have any long-term bonds
outstanding.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

+ Normal distributions from state shared revenues

+ Continued excise tax funding for highway and street projects
+ Continued emphasis on conservative spending

+ Continued water infrastructure improvements

REQUESTS FOR INFORMATION

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

Town of Star Valley, Arizona
Accounting Depariment

HC 5 Box 48-90

Star Valley, AZ 85541

(928) 472-7752

Or visit our website at; www,ci.star-valley.az.us

(©)
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TOWN OF STAR VALLEY, ARIZONA

STATEMENT OF NET PQOSITION
JUNE 30, 2018

ASSETS

Cash and Investments

Restricted Assets

Receivables, Net:
Accounts Racaivable
Intergovernmental Receivables
Internal Balances

Capital Assets:
Non-Depreciable
Depreciable, Net

Total Assets

DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES

Accounts Payable
Accrued Wages and Benefits
Intergovernmental Payable
Customer Depaosits Payable
Unearned Revenue
Noncurrent Liabilities:

Due Within One Year

Due in More Than One Year

Net Pension Liahility

Total Liabilities

DEFERRED INFLOWS OF RESOURCES

NET POSITION

Invesiment in Capital Assets
Restricted for;

Local Transportation Assistance

Highways and Sfreets

Judicial Court Enhancement
Unrestricted

Total Net Position

See accompanying Nofes fo Basic Financial Statements.

Governmental Business-Type
Activities Activities Total

$ 5,399,462 $ - 5,399,462
- 16,076 16,076
- 18,401 19,401
113,078 2,739 115,817
133,917 (133,917) -
268,257 3,458 271,715
1,752,966 1,716,302 3,508,268
7,707,680 1,624,059 5,331,739
73,044 16,934 89,978
140,094 4,775 144,869
66,476 9,543 76,018
2,086 - 2,086
- 16,076 16,078
- 3,897 3,897
20,794 - 20,754
6,450 - 8,450
337,918 76.480 414,378
573,816 110,751 684,567
20,237 4,579 24,816
2,061,223 1,719,760 3,780,983
19,927 - 19,927
825,857 - 825,857
158,484 - 158,484
4,121,180 (194,097) 3,627,083
$ 7,186,671 $ 1,525663 8,712,334

(10)
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ASSETS

Cash and Investments

Receivables:

Intergovernmental Receivables
Due from Other Funds
Total Assets

LIABILITIES AND FUND BALANCES

Liabilities:

Accounts Payable

Accrued Wages and Benefits

Intergovernmental Payable
Total Liabiiities

Fund Balances:

Restricted
Committed

Unassigned
Total Fund Balances

Total Liabilities and Fund Balances

TOWN OF STAR VALLEY, ARIZONA

BALANCE SHEET

GOVERNMENTAL FUNDS

JUNE 30, 2018

Highway Nonmajor
General Users Revenue Governmental
Fund Fund Funds Totals

$ 4,328,671 $ 412,352 $ 658,439 $ 5,309,462
78,397 22,859 11,822 113,078
133,917 - - 133,917
$ 4,540,985 3 435,211 3 670,261 $ 5,646,457
3 138,880 $ 1,204 $ - $ 140,094
88,476 - - 66,476
2,086 - - 2,086
207 452 1,204 - 208,856
- 334,007 670,261 1,004,268
- 100,000 - 100,000
4,333 533 - - 4,333,533
4,333,533 434,007 670,261 5,437,801
$ 4,540,085 $ 435,211 $ 670,261 $ 5,646.457

See accompanying Notes to Basic Financial Statements.

(12)



TOWN OF STAR VALLEY, ARIZONA
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF NET POSITION '
JUNE 30, 2018

Total Fund Balances for Governmeantal Funds $ 5437801

Total net position reparted for governmental activities in the statement
of net position is different because:

Capital assets used in governmental funds are not financial
resources and, therefore, are not reported in the funds. Those
assets consist of:

Governmental Capital Assets $ 25472582
Less: Accumulated Depreciation {486,029) 2,061,223

Deferred outflows and inflows of rasources related to pensions are
applicable to future periods and, therefore, are not reperted in

the funds.
Deferred outflows of resources related to pensions 73,044
Deferred inflow of resources related to pensions {20,237)

Long-term liabilities that pertain to governmentaf funds, including
capital leases, are not due and payable in the current period and,
therefore, are not reported as fund liabilities. All liabilities - both
current and long-term - are reported in the Statement of Net

Positicn.
Pension Liability (337,916)
Compensated Absences Payable (27 244)
{365,160)
Total Net Position of Governmental Activities $ 7,186,671

See accompanying Noles fo Basic Financial Statements.
(13)



TOWN OF STAR VALLEY, ARIZONA

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2018

Highway Nonmajor
General Users Revenue  Governmental
Fund Fund Funds Totals
REVENUES
Taxes.
Sales Taxes $ 350,607 $ - 5 - % 350,607
Franchise Taxes 64,258 - - 64,256
Intergovernmental 679,008 243,004 142,738 1,084,752
Fines and Forfeitures 13,682 - 4414 18,108
Licenses and Permits 24,851 - - 24 851
Investment Income 600 39 - 689
Other 30,910 - - 30,910
Total Revenues 1,163,725 243,003 147,153 1,553,971
EXPENDITURES
Current;
General Government 383,504 - - 383,504
Public Safety 454,569 - - 454 569
Highways and Streets - 230,941 - 230,841
Culiure and Recraation 81,050 - - 81,050
Total Expenditures 919,123 230,941 - 1,150,064
NET CHANGE IN FUND BALANCES 244,602 12,152 147,153 403 907
FUND BALANCES
Beginning of Year 4,088,931 421,855 523,108 5,033,894
End of Year $ 4333533 § 434007 % 670,261 $ 5,437,801

See accompanying Nofes fo Basic Financial Statements.
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TOWN OF STAR VALLEY, ARIZONA
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGE IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2018

Net Change in Fund Balances - Total Governmental Funds $ 403,807

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

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

Expenditures for Capital Assets 3 143,458
Depreciation Expanse (50,602) 92,856

Governmental funds report pension contributions as expenditures
when made. However, in the Statement of Activities, pension
expense is the cost of benefits earned, adjusted for member
contributions, the recognition of changes in deferred outflows and
inflows or resources related to pensions, and the investment

experience,
Pepsion Contributions 24,290
Pension Expense {58,611} (34,321)

In the statement of activities, compensated absences are measured
by the amounts earned during the year. In the governmental funds,
however, expenditures for these items are measured by the amount

of financial resources used. 10,386
Change in Net Position of Governmental Activities $ 472,828

See accompanying Notes to Basic Financial Statements.
(15)



TOWN OF STAR VALLEY, ARIZONA
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
JUNE 30, 2018

ASSETS
Current Assets
Restricted Cash and Cash Equivalents
Recelvables, Net
Accounts Receivable, Nat
Intergovernmental Receivable
Total Currenf Assets

Noncurrent Assets
Nondepraciable Capital Assets
Depreciable Capital Assets, Net

Total Noncurrent Assets

Total Assetls
DEFERRED OUTFLOWS OF RESQOURCES

LIABILITIES
Current Liabilities
Accounts Payable
Accrued Wages and Benefits
Due to Other Funds
Customer Deposits Payable
Unearned Revenue
Total Current Liabilities

Noncurrent Liabilities
Net Pension Liability

Total Liabilities
DEFERRED INFLOWS OF RESOURCES
NET POSITION
[nvestment in Capital Assets

Unrestricted
Total Net Position

See accompanying Notes fo Basic Financial Statements.
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Enterprise
Funds

Water

$

16,076

19,401
2,739

38,216

3,458
1,716,302

1,719,760

1,757,978

16,934

4,775
8,843
133,917
16,076
3,897

168,208

76,460

244,668

4,579

1,719,760
(194,097)

$

1,625,663




TOWN OF STAR VALLEY, ARIZONA
STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN FUND NET POSITION
PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2018

Enterprise
Funds
Water
OPERATING REVENUES
Charges for Services $ 176,686
OPERATING EXPENSES
Cost of Sales and Services 119,693
Depreciztion 81,969
Total Operating Expenses 181,662
Operating Loss (4,976)
Capital Contributions 232,262
Change in Nef Position 227,286
Total Net Fosition, Beginning of Year 1,298 377
Total Net Position, End of Year $ 1,525,663

See accompanying Noles to Basic Financial Stafements.
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TOWN OF STAR VALLEY, ARIZONA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Customers
Payments to Suppliers
Payments to Employees
Customer Deposits
Net Cash Provided by Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Interfund Barrowing

CASH FLOWS FROM CAPITAL AND FINANCING ACTIVITIES
Capital Coniributions

Purchases of Capital Assets
Net Cash Provided by Capital and Related Financing Activities

NET CHANGE IN CASH AND CASH EQUIVALENTS
Cash and Cash Equivalents, Beginning of Year

CASH AND CASH EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED BY OPERATING ACTIVITIES

OPERATING LOSS

Adjustments to Reconcile Operating Loss to Net Cash Provided hy Operating Activities:

Depreciation
Pension Expense

Change in Assets/Liabilities:
Receivables, Nat
Deferred Quiflows of Resources
Accounts Payable
Customer Deposits Payable
Unearned Revenue
Defarred Inflows of Rescurces

Net Cash Provided by Operating Activities

See accompanying Nofes to Basic Financial Staiements.
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Enterprise
Funds

Water

175,460
(61,545)
(96,977)

1,007

17,845

29,730

244,248
(290,814)

(46,568)

1,007

15,089

16,076

(4,978)

61,989
(24,135)

(3,005)
1,743
(8,874)
1,007
1,779
(7,663)

17.845




THIS PAGE BLANK



NOTES TO BASIC FINANCIAL STATEMENTS



THIS PAGE BLANK



NOTE 1

TOWN OF STAR VALLEY, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of the Town of Star Valley, Arizona (Town) have
been prepared in conformity with accounting principles generally accepted in the United
States of America applicable to governmental units adopted by the Governmental
Accounting Standards Board (GASB). A summary of the Town’s more significant
accounting policies follows.

A. Reporting Entity

The Town is a municipal government that is governed by a separately elected
governing body. It is legally separate from and fiscally independent of other state and
local governments. Furthermore, there are na compenent units combined with the Town
for financial statement presentation purposes, and it is not included in any other
governmental reporting entity. Consequently, the Town’s financial statements present
only the funds of those entities for which its elected governing board is financially
accountable.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements {i.e., the statement of net position and the
statement of activities) report information on all of the nonfiduciary activities of the
primary government. The effect of interfund activity has been removed from these
statements. Govermmental activities, which are normally supported by taxes and
intergovernmental revenues, are reported separately from business-fype activities,
which rely to a significant extent on fees and charges for support.

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

Separate financial statements are provided for governmental funds. Major individual
governmental funds are reported as separate columns in the fund financial statements.

{18)



NOTEA1

TOWN OF STAR VALLEY, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

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

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they are hoth measurable and available. Revenues are
considered to be available when they are collectible within the current periad or socn
enough thereafter to pay liabilities of the current period. For this purpose, the Town
considers revenues to be available if they are collected within 60 days of the end of the
current fiscal petiod. Expenditures generally are recorded when a liability is incurred, as
under acerual accounting, except expenditures related to compensated absences and
claims and judgments, which are recorded only when payment is due.

Intergovernmental grants and aid, and interest associated with the current fiscal period
are all considered to be susceptible to accrual and so have been recognized as
revenues of the current fiscal period. All other revenue items are considered to be
measurable and available only when cash is received by the government.

The Town reports the following major governmental funds:
Major Governmental Funds

The General Fund is the Town’s primary operating fund. It accounts for all financial
resources of the Town, except those required to be accounted for in another fund.

The Highway Users Revenue Special Revenue Fund (HURF) accounfs for the
operations of the street maintenance department. Financing is provided by the Town's
share of motor fuel tax.

The Town reports the following major proprietary funds:

The Water Fund accounts for the activities necessary to provide water services to the
citizens of the Town.

Proprietary funds distinguish operating revenues and expenses from nanoperating
items. Operating revenues and expenses generally result from praviding services and
praducing and delivering goods in connection with a proprietary fund’s principal ongoing
operations. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses.



NOTE 1

TOWN OF STAR VALLEY, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
(Continued)

When both restricted and unrestricted resources are available for use, for governmental
activities it is the Town’'s policy to use restricted resources flrst then unrestricted

resources as they are needed.

D. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of
Resources and Net Position or Equity

1.

Deposits and Investments

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

Cash and investments are pooled except for funds required to be held hy fiscal
agents or restricted under provisions of bond indentures. Interest earned from
investments purchased with such pooled monies is allocated to each of the funds
based on the average daily cash balances. State statutes autharize the Town to
invest in abligations of the U.S. Treasury and U.S. agencies, certificates of deposit
in eligible depositories, repurchase agreaments, obligations of the State of Arizona
or any of its counties or incorporated cities, towns or duly organized school districts,
improvement districts in this state and the State Treasurer's Local Government
investment Pool. Investments are stated af fair value.

Restricted Assets

The Town reports resfricted assets for water deposits collected and held by the
Town for customers it serves. The deposits will be returned to customers upon
termination of services.

Receivables

All trade receivables are shown net of an allowance for uncollectible. The Town
reported $-0- for an allowance based on prior experience and the nature of the
receivables, The intergovernmental receivables represent sales tax and state
shared revenues.

Interfund Receivables and Payables

The Town records due to or due from cther funds for short-term borrowings within
the Town’s pooled cash to cover deficit cash balances in individual funds.

1



NOTE 1

TOWN OF STAR VALLEY, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of
Resources and Net Position or Equity (Continued)

5. Capital Assets

Capital assets, which include land, infrastructure, buildings and improvements, and
vehicles, machinery and equipment, are reported in the governmental or business-
type activities column in the government-wide financial statements. Capital assets
are defined by the Town as assets with an initial, individual cost of more than $1,000
and an estimated useful life in excess of one year.

Capital assets purchased or acquired are carried at historical cost or estimated
historical cost. Contributed or donated assets are recorded at acquisition value.
Additions, improvements and ofher capital outlays that significantly extend the
useful life of an asset are capitalized. Other costs incurred for repairs and

maintenance are expensed as incurred.

General infrastructure assets acquired prior to July 1, 2002 are not reported in the
basic financial statements.

Depreciation on all assets is provided on a straight-line basis over the following
estimated useful lives:

[nfrastructure 10-45 Years
Water System 45 Years
Buildings and Improvements 45 Years
Vehicles, Machinery and Equipment 5 Years

Deferred Cutflows of Resources

The Town recognizes the consumption of net position that is applicable to a future
reporting period as deferred outflows of resources. Reported amounts are related to
the requirements of accounting and financial reporting for pensions under GASB 68.

. Intergovernmental Payable

The liability for intergovernmental payable represents court surcharges due to the
State of Arizona.

Compensated Absences

The liability for compensated absences reparted in the government-wide financial
statements consists of unpaid, accumulated leave balances. The liability has been
calculated using the vesting method, in which leave amounts for both employees
who currently are eligible fo receive terminatiocn payments and other employees who
are expected to become eligible in the future to receive such payments upon
termination are included.

(22)



NOTE 1

TOWN OF STAR VALLEY, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Assets, Deferred Outflows of Resources, Liabilities, Deferred Inflows of
Resources and Net Position or Equity (Continued)

9.

10.

11.

12.

Pension Plans

For purposes of measuring the net pension liability, deferred outflows of resources
and deferred inflows of resources related to pensions, and pension expense,
information about the fiduciary net position of the Arizona State Retirement System
(ASRS) and additions to/deductions from ASRS's fiduciary net position have been
determined on the same basis as they are reported by ASRS. For this purpose,
benefit payments (including refunds of employee contributions) are recognized
when due and payable in accordance with the benefit terms. Invesiments are
reperted at fair value.

Deferred Inflows of Resources

The Town recognizes the acquisition of net position that is applicable to a future
reporting period as deferred inflows of rescurces. Reported amounts are related to
the requirements of accounting and financial reporting for pensions under GASB 68.

Net Position

In the government-wide financial statements, net position is reported in three
categories: net investment in capital assets; restricted net pasition, and unrestricted
net position. Net investment in capital assets is separately reported because the
Town reports all Town assets which make up a significant portion of total net
position. Restricted net position accounts for the portion of net position restricted by
parties outside the Town. Unrestricted net position is the remaining net position nat
included in the previous two categories.

Fund Balances

Fund balances of the governmental funds are reported separafely within
classifications based on a hierarchy of the constraints placed on the use of those
resources. The classifications are based on the relative strength of the constraints
that control how the specific amounts can be spent. The classifications are
nonspendable, restricted, committed, assigned and unassigned fund balances.

The nonspendable fund balance classification includes amounts that cannot be

spent because they are either not in spendable form, such as inventories, or are
legally or contractually required to be maintained intact.

{23)



NOTE 1

TOWN OF STAR VALLEY, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. Assets, Deferred Qutflows of Resources, Liabilities, Deferred Inflows of
Resources and Net Position or Equity (Continued)

12, Fund Balances (Confinued)

Restricted fund balances are those that have externally imposed resfrictions on the
usage by creditors, grantors, contributors, or laws and regulations. The committed
fund balances are self-imposed limitations approved by the Town Council, which is
the highest level of decision-making authority within the Town. Only the Town
Council can remove or change the constraints placed on committed fund balances.
The Town Council must commit fund balances before the end of the fiscal year
through formal council action. Assigned fund balances are resources constrained by
the Towr’s intent fo be used for specific purposes, but are neither restricted nor
committed. The Town Caouncil has not formally authorized an individual or a group of
individuals to make assighments of resources for specific purposes.

The unassigned fund balance is the residual classification for the General Fund and
includes all spendable amounts not reported in the other classifications. Also,
deficits in fund balances of the other governmental funds are reported as
unassigned.

When an expenditure is incurred that can be paid from either restricted, committed,
assigned or unassigned fund balances, the Town uses restricted fund balance first,
then committed, assigned and unassigned amounts.

The Town reports the following fund balance classifications:

Nenmajor Total
Governmental Governmental
General Fund HURF Funds Funds
Restricted:
Highway and Street Projects 3 - % 334007 § 481,850 % 825,857
Local Transportation Assistance - - 19,927 19,927
Judicial Court Enhancement - - 158,484 158,484
Total Restricted - 334,007 670,261 1,004,288
Commitied
Highway and Street Projects - 100,000 - 100,000
Unassigned 4,333,533 - 4,333,533
Total Fund Balance $ 4333533 § 434,007 § 870,261 % 5,437 801
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TOWN OF STAR VALLEY, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE2 STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. Excess Expenditures over Appropriations

For the year ended June 30, 2018, the Town reported an over-expenditure in the
following categories:

Overexpenditurs

General Fund
Contract Law Enforcement 2,238
Town Council 805

Cash was available to meet all of the over-expenditures, and there was budget capacity
available in other departments to offset the over-expenditures.

NOTE3 DETAILED NOTES ON ALL FUNDS

A. Assets
1. Deposits and Investments

Deposits and investments at June 30, 2018 consist of the following:

Deposits:
Cash in Bank $ 1,810,021
Investments:
Marketable Ceriificates of Deposit 3,605,517
Total Deposits and Investments 5,415,538
Less: Restricted Assels (16,078)

Total Cash and Investments $ 5,389,462

Deposits -~ The Town's deposits had a carrying value of $1,810,021 and a bank
balance of $1,992 411 at June 30, 2018. Of the bank balance, $308,738 was
caovered hy federal depository insurance and the remaining $1,683,673 was
collateralized by pledged securities through the state pooled collateral program.

Investments — The Town's investments are [imited to marketable certificates of
deposits.

(25)



NOTE 3

TOWN OF STAR VALLEY, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

DETAILED NOTES ON ALL FUNDS (CONTINUED)

A. Assets (Continued)

1.

Deposits and Investments (Continued)

Interest Rate Risk — Interest rate risk is the risk that changes in market interest rates
will adversely affect the fair value of an investment. Generally, the longer the
maturity of an investment, the greater the sensitivity of its fair value to changes in
market interest rates. In accordance with the Town's investment policy, the Town
manages its exposure to declines in fair values by limiting its investments to
certificates of deposit and money market funds. The following table summarizes the
Town's interest rate risk, based on maturity dates of various instruments:

Investmant Maturities (in Years)
Less than

Investment Type Fair Value 1 1-2 2-3 3+
Marketable Cerlificates of Deposits $ 3605517 $ 1,303,847 § 685090 § 905168 & 711411

Custodial Credit Risk — For an investment, this is the risk that, in the event of the
failure of the counterparty, the government will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party.
The Town’s investment policy requires the Town to invest in obligations secured by
the federal government; and, therefore is not subject to custodial credit risk.

Credit Risk — The Tawn does not have a formal policy related to credit risk;
however, the Town's deposits and investments consist of insured or collateralized
deposits and investments.

Concentration of Credit Risk — The Town's investment policy does not address
concentration of credit risk. However, the Town only invests in funds authorized by
Arizona State [aw and only has investments in Marketable Certificates of Deposit at
June 30, 2018.

Fair Value Measurements - The Town uses fair value measurements to record fair
value adjustments to certain assets and liabilities to determine fair value
disclosures.



TOWN OF STAR VALLEY, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

DETAILED NOTES ON ALL FUNDS (CONTINUED)

A. Assets (Continued)

Depoesits and Investments {Continued)
At year-end, the Town's investments were measurad as follows:

Fair Value Measurements Using

Quoted Prices Significant
in Active Other Significant
Markets for Observable Other
June 30, tdentical Assets Inputs Inputs
[nvesiments by Fair Valua Level 2018 {Level ) (Level II) {Level 1))
Marketable Certificates of Deposits § 3605517 & - § 3605517 § -

2. Restricted Assets

At June 30, 2018, the Town reported $16,076 of cash and investments reporied as
restricted assets for customer water deposits held by the Town.

Capital Assets

Capital asset activity for the year ended June 30, 2018 was as follows:

Beginning ) Ending
Balance Increases Decreases Balance
Gavernmental Activities:
Capital Assats, Not Baing Depraciated:
Land $ 268257 % - % - § 268,257
Construction in Progress 36,531 4,113 {40,644) -
Total Capital Assets, Not Being Depreciated 304,788 4,113 (40,644) 288,257
Capital Assets, Being Depreciated:
Infrasfruciure 1,621,081 147 682 - 1,768,743
Buildings and Improvements 318,637 - - 318,837
Vehicles, Machinary and Equipment 158,308 32,307 " 191,615
Tota! Capltal Assets, Being Depreciated 2,098,006 179,989 - 2,278,985
Accumulated Depraciation for; .
Infrastructure (230,203} (37,064) {267,267) —
Buildings and Improvements (48,802) {7,080) - (53,882) :
Machinery and Equipmeant (158,422) {6,458) - {164,880)
Total Accumulated Depraciation (435,427) (50,602} - {486,029)
Total Capital Assets, Being Depreciated, Net 1,663,579 129,387 - 1,782,966
Governmental Activities Capital Assets, Net § 1968367 $ 133500 § (40644) $ 2,061,223
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TOWN OF STAR VALLEY, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE3  DETAILED NOTES ON ALL FUNDS (CONTINUED)
A. Assets (Continued)

3. Capital Assets {Continued)

Beginning Ending
Balance Increases Dacraaseas Balance
Business-Type Activities:
Capital Assets, Neot Being Depreciated:
Canstruction in Progress § 356812 0§ 283214 § (316,268) % 3,458
Capital Assets, Being Depreciated:
Buildings and Improvements 24,807 - - 24,807
Water System 1,658,771 323,868 - 1,982,639
Machinery, Equipment, and Vehicles 32,812 - - 32,812
Total Capital Assets, Being Depreciated 1,716,380 323,868 - 2,040,258
Accumulated Depreciation for:
Buildings and Improvements (7,000) {1,379) - (8,379)
Water System {227,529) (56,372 - (283,801)
Machinery, Equipment, and Vehicles (27,458} {4,218) - {31,676}
Total Accumulated Depraciation {261, 887) (61,968} - (323,856)
Total Capital Assets, Being Depreciated, Net 1,454,403 261,899 - 1,716,302
Business-Type Activities Capital Assets, Net $ 1,490,915 § 545113 § (316288) § 1,719,760

Depreciation expense was charged to governmental functions as follows at
June 30, 2018:

Governmental Activities:

General Government 3 7,987
Culture and Recreation 8710
Highways and Streets 32,925

Total Depreciation Expense, Governmental Activities 3 50,602

Depreciation expense was charged to business-type functions/programs as follows
at June 30, 2018:

Business—Type Activities:
Water $ 61,669



NOTE 3

NOTE 4

TOWN OF STAR VALLEY, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

DETAILED NOTES ON ALL FUNDS {CONTINUED)
B. Interfund Receivables, Payables, and Transfers

At June 30, 2018, the Town reported the following interfund receivables and payables:

Due
From
Due To Water Fund
General Fund $ 133,917

The interfund receivables and payables were recorded to eliminate deficit cash at
year-end.

C. Long-Term Obligations

Changes in long-term debt for the year ended June 30, 2018 are as follows:

July 1, June 30, Due Within
. 2017 Increases Decregses 2018 One Year
Governmental Activities:
Other Liabilltfes:
Compensated Absences § 37630 % 19,318 & (29,705) § 27244  § 6,450

The liability for compensated absences is paid by the applicable fund where each
employee is regularly paid, primarily the General Fund.

OTHER INFORMATION
A. Risk Management

The Town of Star Valley, Arizona, is exposed to various risks of loss related to torts;
theft of, damage to and destruction of assets; errors and omissions; and natural
disasters. The Town’s insurance protection is provided by the Arizona Municipal Risk
Retention Pool, of which the Town is a participating member. The limit for basic
coverage is for $2,000,000 per occutrence on a claims made basis. No significant
reduction in insurance coverage occurred during the year and no setttements exceeded
insurance coverage during any of the past three fiscal years.

The Arizona Municipal Risk Retention Pool is structured such that member premiums
are based on an actuarial review that will provide adequate reserves to allow the pool to
meet its expected financial obligations. The pecl has the authority to assess its
members additional premiums should reserves and annual premiums be insufficient to
meet the pool's obligations.

The Town is also insured by Arizona Municipal Workers Compensation Fund for
potentiat worker related accidents.
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TOWN OF STAR VALLEY, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
JUNE 30, 2018

NOTE 4 OTHER INFORMATION (CONTINUED)
B. Retirement Plans
Arizona State Retirement System
The Town contributes to the Arizona State Retirement System (ASRS), a cost-sharing
multiple-employer defined benefit pension plan. The plan is a component unit of the

State of Arizona. At June 30, 2018, the Town reported the following amounts related to
its proportionate share of the ASRS pension plan:

Statement of Net Position and Governmental  Business-Type —
Statement of Activities Activities Activities Total i
Net Pension Liahility $ 337,918 3 76,460 $ 414,376
Deferred Outflows of Resources 73,044 18,934 858,978
Deferred inflows of Resources 20,237 4,579 24,815
Pension Expense 58,611 (24,1582) 34,458

The Town's accrued payroll and employee henefits included $608 of outstanding
pension contribution amounts payable to ASRS for the year ended June 30, 2018,

Plan Descriptions — All full-time and qualifying part-time Town employees are required
to participate in ASRS. The ASRS administers a cost-sharing, multiple-employer
defined benefit pension plan; a cost-sharing, multiple-employer defined benefit health
insurance premium benefit (OPEB), and a cost-sharing, multiple-employer defined
benefit long-term disabifity (OPEB) plan. The Arizona State Retirement System Board
governs the ASRS according to the provisions of A.R.S. Title 38, Chapter 5, Articles 2,
and 2.1. The ASRS issues a publicly available financial report that includes its financial
statements and required supplementary information. The report is available an its Web

site at www.azasrs.gov.
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NOTE4  OTHER INFORMATION (CONTINUED)
B. Retirement Plans (Continued)
Arizona State Retirement System (Continued)
Benefits Provided — The ASRS provides refirement, health insurance premium
supplement, long-term disability, and survivor benefits. State statute estabiishes benefit

terms. Retirement benefits are calculated on the basis of age, average monthly
compensation, and service credit as follows:

Retirement
Inifial Membership Date:
Before On or After
July 1, 2011 July 1, 2011
Years of Service Sum of years and age equals 80 30 years age 55
and Age Required 10 years age 62 25 years age 60
to Receive Benefit 5 year age 50* 10 years age 62
any years age 65 5 years age 50
any years age 65
Final Average Highest 36 consecutive Highest 80 consecutive
Salary is Based On maenths of last 120 months months of last 120 months
Benefit Percentage
Per Year of Service 21%t02.3% 21%1t0 23 %

* With actuarially reduced benefits.

Retirement benefits for members who joined the ASRS prior to September 13, 2013,
are subject to automatic cost-of-living adjusiments based on excess investment
earnings. Members with a membership date on or after September 13, 2013, are not
eligible for cost-of-living adjustments. Survivor benefits are payable upon a member's
death. For retired members, the survivor benefit is determined by the retirement banefit
option chosen. For all other members, the beneficiary is entitled to the member's
account balance that includes the member’'s contributions and employer’s confributions,
plus interest earned.

Contributions — In accordance with state statutes, annual actuarial valuations
determine active member and employer conftribution requirements. The cambined
active member and employer contribution rates are expected to finance the costs of
benefits employees earn during the year, with an additional amount to finance any
unfunded accrued liability. For the year ended June 30, 2018, active ASRS members
were required by statute to contribute at the actuarially determined rate of 11.34% of
the members’ annual covered payroll, and the Town was required by statute to
contribute at the actuarially determined rate of 10.90% of the active members' annual

covered payroll.
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NOTE4  OTHER INFORMATION (CONTINUED)
B. Retirement Plans (Continued)
Arizona State Retirement System (Continued)

In addition, the Town was required by statute to contribute at the actuarially determined
rate of 9.26% of annual covered payroll of retired members who worked for the Town in
positions that would typicaliy be filled by an employee who contributes to the ASRS.
The Town'’s contributions to the pension plan for the year ended June 30, 2018 were
$30,192.

During the fiscal year ended June 30, 2018, the Town paid for ASRS pension and
contributions as follows. 54% from the General Fund, 26% from the HURF Fund and
20% from the Water Fund.

Pension Liability — At June 30, 2018, the Town reported a liability of $414,376 for its
proportionate share of the ASRS’ net pension liability. The net pension liability was
measured as of June 30, 2017. The total pension liability used fo calculate the net
pension liability was determined using update procedures to roll forward the total
pension liability from an actuarial valuation as of June 30, 2016, to the measurement
date of June 30, 2017. The total pension liability as of June 30, 2017, reflects a change
in actuarial assumptions for a decrease in loads for future potential permanent benefit

increases.

The Town's reported liability at June 30, 2018 increased by $36,676 from the Town's
prior year liability of $377,700 because of changes in the ASRS’ net pension liability
and the Town's proportionate share of that liability. The ASRS’ publicly available
financial report provides details on the change in the net pension liability. The Town’s
proportion of the net pension liability was based on the Town's FY 2017 contributions.
The Town’s proportion measured as of June 30, 2017 was 0.00266%, which was an
increase of 0.00032% from its proportion measured as of June 30, 2016,

The net pension liability measured as of June 30, 2018, will reflect changes of actuarial
assumptions based on the results of an actuarial experience study for the 5-year period
ended June 30, 2016. The change in the Town's net pension liability as a result of these
changes is unknown.
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B. Retirement Plans (Continued)
Arizona State Retirement System {Continued)
Pension Expense and Deferred Outflows/Inflows of Resources — For the year
ended June 30, 2018, the Town recognized pension expense for ASRS of $34,459. At

June 30, 2018, the Town reported deferred outflows of resources and deferred inflows
of resources related to pensions from the following sources:

Deferred Outflows Deferrad Inflows
of Resources of Resources

Differences betwean expected and actual experience 3 - 3 12,425

Changes of assumptions or other inputs 17,997 12,391
Net difference between projected and actual earnings 2,975

on paension plan investments - -

Changes in proportion and differences batween Town's

contributions and proportionate share of contributicns 38,814 -

Contributions subsequent to the measurement date 30,192 -

Total $ 89,978 3 24,815

The $30,192 reported as deferred outflows of resources related to ASRS pensions
resulting from Town contributions subsequent to the measurement date will be
recognized as a reduction of the net pension liability in the year ending June 30, 2019.
Other amounts reported as deferred outflows of resources and deferred inflows of
resources related to ASRS pensions will be recognized in pension expense as follows:

Yaar Ending June 30, Amount
2019 $ 2,248
2020 33,929
2021 8,328
2022 (9,533)

Actuarial Assumptions — The significant actuarial assumptions used to measure the
total pension liability are as follows:

Actuarial Valuation Date June 30, 2016
Actuarial Roll Forward Date June 30, 2017
Actuarial Cost Method Entry Age Normal
investment Rate of Return 8%

Projected Salary Increases 3-8.75%

Inflation 3%

Permanent Benefit Increase included

Mortality Rates 1994 GAM Scale BB
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B. Retirement Plans {Continued)

Arizona State Retirement System (Continued)

Actuarial assumptions used in the June 30, 2016 valuation were based on the results of
an actuarial study for the 5-year period ended June 30, 2012.

The fong-term expected rate of return on ASRS pension plan investments was
determined to be 8.70% using a building block method in which best-estimate ranges of
expected future real rates of return (expected returns, net of pension plan investment
expense and inflation) are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding
expected inflation. The target allocation and best estimates of arithmetic real rates of
return for each major asset class are summarized in the following table:

Real Long-Term
Return Expected

Target Arithmetic Pertfolio Real

Asset Class Allocation Basis Rate of Return

Equity 58 % 6.73 % 3.87 %
Fixed Income 25 3.70 0.91
Real Estate 10 4.25 0.42
Commaodities 2 3.84 0.08
Multi-Asset Class 5 341 0.17

Total 100% 545 %
Inflation 3.25

Expectad Arithmatic Nominal Return 870 %

Discount Rate — The discount rate used to measure the ASRS total pension liability
was 8%, which is less than the long-term expected rate of return of 8.70%. The
projection of cash flows used to determine the discount rate assumed that contributions
from participating employers will be made based on the actuarially determined rates
hased on the ASRS Board's funding policy, which establishes the contractually required
rate under Arizona statutes. Based on those assumptions, the pension plan’s fiduciary
net position was projected to be available to make all projected future benefit payments
of current plan members. The long-term expected rate of return on pension plan
investments was applied fo all periods of projected benefit payments to determine the
total pension liability.
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Arizona State Retirement System (Continued)

Sensitivity of the Town’s Proportionate Share of the ASRS Net Pension Liability
to Changes in the Discount Rate — The following table presents the Town’s
proportionate share of the net pension liability calculated using the discount rate of 8%,
as well as what the Town's propartionate share of the net pension liability would be if it
were calculated using a discount rate that is 1 percentage point lower (7%) or
1 percentage point higher (8%) than the current rate.

Current Discount

1% Decrease Rate 1% Increase
(7%) (8%) {9%)
Town's proportionate share of the
het pension liability $ 531858 % 414376  § 316,208

Pension Plan Fiduciary Net Position — Detaited information about the pensian plan’s
fiduciary net position is available in the separately issued ASRS financial report.
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TOWN OF STAR VALLEY, ARIZONA
‘ REQUIRED SUPPLEMENTARY INFORMATION OTHER THAN MD&A
SCHEDULE OF THE TOWN'S PROPORTIONATE SHARE OF NET PENSION LIABILITY AND
PENSION CONTRIBUTIONS
COST SHARING PENSION PLANS
YEAR ENDED JUNE 30, 2018

Reporting Year
{Measurement Data)
2018 2017 2016 2015 2014
Schedule of tha Town's Proporticnate Shars of the Net Penslon Liability (2017) (2018) {2015) {2014) {2013

Town's proportion of the net pension liability 0.00266% 0.00234% 0.00230% 0.00226% 0.00225%

Town's proportionate share of the net pension liability $ 4143768 § 377700 $ 357,812 $ 333,850 § 373,722

Town's covared payroll $ 282168 § 280,564 § 216,007 $ 262194 NIA
Town's proportionate shars of the net penslon liakility as a percentage of its

covered payrall 164.32% 150.74% 165.58% 127.33% N/A
Plan fiduciary net positon as a percentage of the total pension liabllity 69.92% 87.06% 68.35% 89.45% 57.28%
Schedule of the Town's Cantributions 2018 2017 2018 2015 2014
Contractusally required contribution $ 30182 § 27868 $ 38718 $ 40633 % 38,520
Contributions in relation to the contractually required contribution 30,182 27 868 23,797 23,008 21,762
Cantribution deficiency (excess) $ - 8 - 8 14921 8§ 1768258 _§ 14758

Tawn's covered payraoll $ 269,025 § 252168 $ 250,584 § 216,097 § 282194

Contributions as a percentage of coverad payroll 11.22% 11.08% 9.50% 10.65% 8.30%



TOWN OF STAR VALLEY, ARIZONA

REQUIRED SUPPLEMENTARY INFORMATION OTHER THAN MD&A
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE ~
BUDGET AND ACTUAL —~ GENERAL FUND

YEAR ENDED JUNE 30, 2018

REVENUES
Taxes
infergovernmental
Fines and Forfeitures
Licenses and Permits
Contributions and Donations
Investment Income
Other
Total Revenues

EXPENDITURES
Current;
General Government;
Administration
Building Inspection
Town Council
Planning and Zoning
Contingency
Total General Government
iPublic Safety:
Photo Enforcement
Contracted Law Enforcement
Total Public Safety
Culture and Recreation
Parks
Total Expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers Out

NET CHANGE IN FUND BALANCE
FUND BALANCE

Beginning of Year
End of Year

See accompahying Notes to Required Supplemeniary information Cther Than MD&A.

Original and Final Variance With
Budget Actual Final Budget
$ 376,780 414,863 $ 38,083
658,762 669,009 12,247
10,000 13,692 3,692
32,685 24,651 (8,034)
280 10,000 9,750
42,500 600 {41,900)
- 30,810 30,910
1,118,977 1,163,725 44,748
1,005,335 289,081 706,254
46,412 33,689 12,723
49,928 50,734 (805)
10,000 - 10,000
3,024,259 - 3,024,259
4,135,935 383,504 3,752,431
47,401 46,976 425
405,357 407,593 (2,236)
452,758 454,569 (1,811)
247,850 81,050 156,800
4,836,543 919,123 3,817,420
(3,717,568) 244 602 3,982,168
(27,000 - 27,000
{3,744 566) 244,602 3,989,168
- 4,088,931 4,088,931
$  (3,744,566) 4,333,533 $ 8,078,099
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TOWN OF STAR VALLEY, ARIZONA
REQUIRED SUPPLEMENTARY INFORMATION OTHER THAN MD&A
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES [N FUND BALANCE ~
BUDGET AND ACTUAL - HIGHWAY USERS REVENUE FUND
YEAR ENDED JUNE 30, 2018

Original
and Final Variance With
Budget Actual Final Budget
REVENUES
Intergovernmental $ 256,541 $ 243,004 $ {13,537)
[nvestment Earnings - 89 89
Total Revenues 256,541 243,093 (13,448)
EXPENDITURES
Current:

Highways and Streets 551,424 230,941 320,483
NET CHANGE IN FUND BALANCES (294,883) 12,152 307,035
FUND BALANCE

Beginning of Year - 421,855 421,855
End of Year 3 (294,883) 3 434,007 $ 728,890

See accompanying Notes to Required Supplementary information Other Than MD&A.
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NOTE 2

TOWN OF STAR VALLEY, ARIZONA

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION OTHER THAN MD&A

JUNE 30, 2018

INFORMATION PRIOR TO MEASUREMENT DATE

[nformation prior to the measurement date (June 30, 2013) was not available.

BUDGETARY INFORMATION

The Town adopts a budget on the madified accrual basis of accounting: however, due to
budget amendments and/or future projections, the budget may not be presented as a
balanced budget.

The Town Council follows these procedures in establishing the budgetary data reflected in
the financial statements:

1.

In accordance with Arizona Revised Statutes, the Town Manager submits a proposed
budget for the fiscal year commencing the following July 1, to the Town Council. The
operating budget includes proposed expenditures and the means of financing them.

The Town operates under the voter approved alternative expenditure limitation. The
electorate authorized the Town, in accordance with Arizona Revised Statutes, to
establish a local annual expenditure limitation each fiscal year. The Town sets the
annual expenditure limitation for all fund types as a whole with the adoption of the
annual budget.

Public hearings on the budget are held each year in accordance with legal requirements
in order to obtain comments from local taxpayers.

To ensure compliance with the State imposed expenditure limitation, a uniform
expenditure report must be filed with the State each year. This report, issued under a
separate cover, reconciles total Town expenditures from the audited financial
statements to total expenditures for reporting in accordance with the State's uniform
expenditure reporting system (A.R.S. Section 41-1279.07).

Expenditures may not legally exceed the expenditure limitation of all fund types as a
whole per State law. For management purposes, the Town adopts a budget by
department for each individual fund and establishes the legal level of local budgetary
control at this level. The adopted budget cannot be amended in any way without Town

Council approval.

Formal budgetary integration is employed as a management control device during the
year for the General, Special Revenue, Debt Service and Capital Projects Funds on
essentially the same modified accrual basis of accounting used to record actual
revenues and expenditures for financial reporting purposes.

The Town is subject to the State of Arizona’s Spending Limitation Law for Towns and
Cities. This law does not permit the Town to spend more than budgeted revenues plus the
carryover unrestricted cash balance from the prior fiscal year. The limitation is applied to
the total of the combined funds. The Town complied with this law during the year.






