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Federal Summary

City of Issaquah
King County
January 1, 2010 through December 31, 2010

The results of our audit of the City of Issaquah are summarized below in accordance with U.S.
Office of Management and Budget Circular A-133.

FINANCIAL STATEMENTS

An unqualified opinion was issued on the financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information.

Internal Control Over Financial Reporting:

e Significant Deficiencies: We reported no deficiencies in the design or operation of
internal control over financial reporting that we consider to be significant deficiencies.

e Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We noted no instances of noncompliance that were material to the financial statements of the
City.

FEDERAL AWARDS
Internal Control Over Major Programs:
e Significant Deficiencies: We reported no deficiencies in the design or operation of
internal control over major federal programs that we consider to be significant

deficiencies.

e Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We issued an unqualified opinion on the City’s compliance with requirements applicable to its
major federal program.

We reported no findings that are required to be disclosed under section 510(a) of OMB
Circular A-133.

Washington State Auditor's Office
1




Identification of Major Programs:
The following was a major program during the period under audit:

CFEDA No. Program Title
20.205 Highway Planning and Construction

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed
by OMB Circular A-133, was $300,000.

The City qualified as a low-risk auditee under OMB Circular A-133.

Washington State Auditor's Office
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Independent Auditor’s Report on Internal
Control over Financial Reporting and on
Compliance and Other Matters in Accordance
with Government Auditing Standards

City of Issaquah
King County
January 1, 2010 through December 31, 2010

Mayor and City Council
City of Issaquah
Issaquah, Washington

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the City of
Issaquah, King County, Washington, as of and for the year ended December 31, 2010, which
collectively comprise the City’s basic financial statements, and have issued our report thereon
dated September 19, 2011.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

INTERNAL CONTROL OVER FINANCIAL REPORTING

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

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

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control that might be deficiencies, significant deficiencies or material weaknesses.
We did not identify any deficiencies in internal control over financial reporting that we consider
to be material weaknesses, as defined above.

Washington State Auditor's Office
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COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the City’s financial statements are
free of material misstatement, we performed tests of the City’s compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion.

The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report is intended for the information and use of management, the Mayor and City Council,
federal awarding agencies and pass-through entities. However, this report is a matter of public
record and its distribution is not limited. It also serves to disseminate information to the public
as a reporting tool to help citizens assess government operations.

BRIAN SONNTAG, CGFM

STATE AUDITOR

September 19, 2011

Washington State Auditor's Office
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Independent Auditor’s Report on Compliance
with Requirements That Could Have a Direct
and Material Effect on Each Major Program and
on Internal Control over Compliance in
Accordance with OMB Circular A-133

City of Issaquah
King County
January 1, 2010 through December 31, 2010

Mayor and City Council
City of Issaquah
Issaquah, Washington

COMPLIANCE

We have audited the compliance of the City of Issaquah, King County, Washington, with the
types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that could have a direct and material effect on
its major federal program for the year ended December 31, 2010. The City’s major federal
program is identified in the Federal Summary. Compliance with the requirements of laws,
regulations, contracts and grants applicable to its major federal program is the responsibility of
the City’s management. Our responsibility is to express an opinion on the City’s compliance
based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the City’s compliance
with those requirements and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
audit does not provide a legal determination on the City’s compliance with those requirements.

In our opinion, the City complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on its major federal program for
the year ended December 31, 2010.

Washington State Auditor's Office
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INTERNAL CONTROL OVER COMPLIANCE

The management of the City is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants applicable
to federal programs. In planning and performing our audit, we considered the City’s internal
control over compliance with the requirements that could have a direct and material effect on a
major federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on internal control over compliance
in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of the City's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent or detect and correct noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type
of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal
control that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above.

This report is intended for the information of management, the Mayor and City Council, federal
awarding agencies and pass-through entities. However, this report is a matter of public record
and its distribution is not limited. It also serves to disseminate information to the public as a
reporting tool to help citizens assess government operations.

BRIAN SONNTAG, CGFM

STATE AUDITOR

September 19, 2011

Washington State Auditor's Office
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Independent Auditor’s Report on Financial
Statements

City of Issaquah
King County
January 1, 2010 through December 31, 2010

Mayor and City Council
City of Issaquah
Issaquah, Washington

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of the
City of Issaquah, King County, Washington, as of and for the year ended December 31, 2010,
which collectively comprise the City’s basic financial statements as listed on page 9. These
financial statements are the responsibility of the City’s management. Our responsibility is to
express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund and the aggregate remaining fund information of the City of Issaquah, as of
December 31, 2010, and the respective changes in financial position and, where applicable,
cash flows thereof, and the respective budgetary comparison for the General and Street funds,
for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report on our
consideration of the City’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 the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

The management’s discussion and analysis on pages 10 through 22 is not a required part of the
basic financial statements but is supplementary information required by the Governmental

Washington State Auditor's Office
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Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, we did not audit the information and
express no opinion on it.

Our audit was performed for the purpose of forming opinions on the financial statements that
collectively comprise the City’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. This schedule is not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole.

BRIAN SONNTAG, CGFM

STATE AUDITOR

September 19, 2011

Washington State Auditor's Office
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Financial Section

City of Issaquah
King County
January 1, 2010 through December 31, 2010

REQUIRED SUPPLEMENTAL INFORMATION

Management’s Discussion and Analysis — 2010

BASIC FINANCIAL STATEMENTS

Statement of Net Assets — 2010

Statement of Activities — 2010

Balance Sheet — Governmental Funds — 2010

Statement of Revenues, Expenditures and Changes in Fund Balances — Governmental
Funds — 2010

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund
Balances of Governmental Funds to the Statement of Activities — 2010

Statement of Revenues, Expenditures and Changes in Fund Balance — Budget to Actual
— General Fund — 2010

Statement of Revenues, Expenditures and Changes in Fund Balance — Budget to Actual
— Street Fund — 2010

Statement of Fund Net Assets — Proprietary Funds — 2010

Statement of Revenues, Expenditures and Changes in Fund Net Assets — Proprietary
Funds — 2010

Statement of Cash Flows — Proprietary Funds — 2010

Statement of Fiduciary Net Assets — Fiduciary Funds — 2010

Statement of Changes in Fiduciary Net Assets — Fiduciary Funds — 2010

Notes to Financial Statements — 2010

SUPPLEMENTAL INFORMATION

Schedule of Expenditures of Federal Awards and Notes — 2010
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City of Issaquah, Washington

MANAGEMENT’S DISCUSSION AND ANALYSIS

The management discussion and analysis section of the City of Issaquah’s annual financial report provides a
narrative overview of the City’s financial activities for and financial position at the end of December 31, 2010. This
information should be read in conjunction with the preceding letter of transmittal and the financial statements and
notes to the financial statements that follow.

FINANCIAL HIGHLIGHTS

At the end of 2010 the City of Issaquah had a fund balance in the general fund equal to 33% of 2011 budgeted
expenditures. The 2011 Council budget goal was to not let this ratio level drop below 15%. With the final budget,
the cash reserves through 2011 are expected to remain at or near current levels. The Administration will monitor
this benchmark and, if needed, come back with additional expenditure reductions during the next fiscal year.

At the end of 2010 net assets, the amount by which total assets exceeded total liabilities, equal $593 million. A total
of 93%, or $553 million, of total net assets is invested in capital such as land, buildings, infrastructure and utilities.
Of the net assets, $15 million is restricted for debt service, capital projects, etc. $25 million is available to meet the
City's ongoing activities and obligations.

Governmental fund balances at year-end were $26 million. Of this amount, a total of $25 million or 94% of the
governmental fund balance is unreserved and available to fund ongoing activities with $11 million being earmarked
for capital project activities.

Unreserved fund balance in the general fund was $10 million, a increase of $1.7 million from the prior year.

In 2010 the City retired $3.9 million in debt. Total debt at year-end was $48 million, not including compensated
absences or OPEB.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

Government-Wide Financial Statements. The government-wide financial statements are designed to provide
readers with a broad overview of the City of Issaquah’s financial condition, in a manner similar to a private-sector
business.

The government-wide financial statements distinguish Governmental Activities that are primarily supported by
taxes and intergovernmental revenues, from Business-type Activities that are intended to recover all or a significant
portion of their costs through user fees and charges. Governmental activities of the City include general government
(finance, executive, and human resources), security (police and fire), physical and economic environment,
transportation, mental/physical health, and culture and recreation. The City’s business-type activities are limited to
water, sewer and stormwater utilities.

The Statement of Net Assets presents information on all of the City of Issaquah’s assets and liabilities, highlighting the
difference between the two reported as net assets. This statement is similar to the balance sheet of a private sector
business. Over time, increases or decreases in net assets may be one indicator of improvement or deterioration in the
City’s overall financial health.

The Statement of Activities presents information designed to show how the City’s net assets changed during the most
recent fiscal year. This statement distinguishes revenue generated by specific functions from revenue provided by
taxes and other sources not related to a specific function. The revenue generated by the specific functions (charges

Washington State Auditor's Office
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City of Issaquah, Washington

for services, grants, and contributions) is compared to the expenses for those functions to show how much each
function either supports itself or relies on taxes and other general funding sources for support.

All activity on the statement of activities is reported on the accrual basis of accounting, requiring that revenues are
reported when they are earned and expenses are reported when they are incurred, regardless of when cash is
received or disbursed. Items such as taxes, unpaid vendor invoices for goods or services received during the year,
and earned but unused vacation leave are included in the statement of activities as revenue and expenses even
though no cash has changed hands.

Fund Financial Statements. A fund is a fiscal and accounting entity with a self-balancing set of accounts used to
account for specific activities or meet certain objectives. Funds are often set up in accordance with special
regulations, restrictions or limitations. The City of Issaquah, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All the funds of the City
of Issaquah can be divided into three categories: governmental funds, proprietary funds, and fiduciary funds.

The annual financial report includes fund financial statements in addition to the government-wide financial
statements. While the government-wide statements present the City's finances based on the type of activity,
governmental versus business-type, the fund financial statements are presented by fund type such as the general
fund, special revenue 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 on balances of spendable resources available at the end of the fiscal year. Such information may
be useful in evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand the
long-term impact of the City's near-term financing decisions. Both the governmental fund balance sheet and the
governmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The City of Issaquah maintains 22 active individual governmental funds. The City’s five major governmental funds,
the general fund, street special revenue, capital improvement fund, the street capital improvement fund, and LID
#24 construction fund are presented separately in the governmental fund balance sheet and in the governmental
fund statement of revenues, expenditures, and changes in fund balances. Data from the remaining governmental
funds are combined into a single column labeled Other Governmental Funds.

The City maintains budgetary control over its operating funds through the adoption of an annual budget. Budgets
are adopted at the fund level and according to state law. A budgetary comparison statement has been provided for
the general fund and major special revenue funds, if any, to demonstrate compliance with this budget.

Proprietary funds. Proprietary funds are used by governments to account for their business-type activities.
Business-type activities provide specific goods or services to a group of customers that are paid for by fees charged
to those customers. There is a direct relationship between the fees paid and the services received.

The City of Issaguah maintains two types of proprietary funds, enterprise funds and internal service funds. Enterprise
funds are used to account for goods and services provided to citizens. Internal service funds are used to account for
goods and services provided internally to various City departments.

The City of Issaquah uses enterprise funds to report the same functions presented as business-type activities in the
government-wide financial statements with the fund statements providing more detail than is reported in the
government-wide statements. The enterprise fund statements provide separate information for the City’s water,
sewer and stormwater utilities.

Washington State Auditor's Office
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City of Issaquah, Washington

Internal service funds are an accounting device used to accumulate and allocate costs internally among the City's
various functions. The City of Issaquah uses internal service funds to account for its fleet of vehicles and equipment,
unemployment insurance, insurance premiums, and Public Works Engineering operations fund.

Internal service funds benefit both governmental and business-type activities and are allocated accordingly in the
government-wide statement of activities. Internal service fund assets and liabilities are predominantly
governmental and have been included in the governmental activities column of the government-wide statement of
net assets.

Fiduciary funds. Fiduciary funds account for resources held by the City in a trustee capacity or as an agent for
individuals, private organizations, other governments, or other funds. Fiduciary funds are not included in the
government-wide financial statements because the sources of these funds are not available to support the City of
Issaquah’s own programs.

At year-end, the City maintains an expendable trust fund and an agency/deposits fund. The trust fund’s purpose is
to make an annual award in the aggregate sum of $500 to an individual person or persons whose environmental
activism, on behalf of the community, deserves special recognition. The agency/deposits fund is a clearing
mechanism for cash resources that are collected by the City, held for a brief period, and then disbursed to
authorized recipients.

Notes to the Financial Statements. The notes to the financial statements provide additional information that is
essential to a full understanding of the data in the government-wide and fund financial statements. The notes are
located immediately following the basic financial statements.

Statistical Section. This section includes un-audited trend information and demographics.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of the City’s financial position. The City of
Issaquah’s net assets at December 31, 2010, total $593 million. The following is a condensed version of the
government-wide statement of net assets.

City of Issaquah’s Net Assets
(in thousands)

Governmental Activities  Business Type Activities Total
2009 2010 2009 2010 2009 2010

Current and other assets $ 43091 $ 42280 $ 10395 $ 12594 $ 53486 $ 54,883
Capital assets, net of depreciation 483,857 487,844 114,816 115,193 598,673 603,037

Total Assets 526,948 530,133 125,211 127,787 652,159 657,920
Current liabilities 5,919 8,176 299 277 6,218 8,453
Liabilities payable from restricted assets 3,863 4,073 - - 3,863 4,073
Noncurrent liabilities 45,469 42,599 10,350 9,476 55,819 52,075

Total liabilities 55,251 54,848 10,649 9,753 65,900 64,601
Net Assets:
Invested in capital assets net of debt 438,717 448,884 102,765 104,567 541,482 553,451
Restricted 17,185 10,220 3,532 4,779 20,717 14,999
Unrestricted 15,795 16,181 8,265 8,688 24,060 24,869

Total net assets $ 471697 $ 475285 $ 114562 $ 118,034 $ 586259 $ 593319

Washington State Auditor's Office
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City of Issaquah, Washington

The largest component of the City’s net assets, 93% or $553 million is its investment in capital assets, net of related
debt. These capital assets such as streets, trails, parks, utilities, and police vehicles are used to provide services to

the citizens. Consequently, these assets are not available to sell and convert to cash for future spending.

At the end of the fiscal year, the City of Issaquah reported positive balances in all three categories of net assets, for

the government as a whole, as well as for the separate governmental and business-type activities.

Changes in Net Assets

The City of Issaquah’s net assets increased approximately $7.5 million in 2010. The change in governmental
activities was an increase of $3.6 million and an increase of $3.9 million in the business-type activities. The
following table shows the revenues, expenses and related changes in net assets for the governmental activities

separate from the business-type activities.

City of Issaquah Statement of Activities
(inthousands)

Governmental Activities Business Type Activities Total
2009 2010 2009 2010 2009 2010
Revenues:
Program Revenues
Charges for services $ 10752 $ 7195 $ 17102 $ 16291 $ 27854 $ 23486
Operating grants & contributions 1,525 3,352 438 - 1,963 3,352
Capital grants & contributions 5,896 7,181 4,605 4,414 10,501 11,595
General revenues: - -
Property taxes 7,785 8,493 - - 7,785 8,493
Sales taxes 9,395 10,686 - - 9,395 10,686
Business taxes 6,654 6,709 - - 6,654 6,709
Other taxes 1,820 1,756 - - 1,820 1,756
Investment earnings 490 315 21 10 511 325
Total revenues 44,317 45,687 22,166 20,715 66,483 66,402
Expenses: -
Judicial 791 545 - - 791 545
General government 7,836 7144 - - 7,836 7,144
Public safety 11,739 12,505 - - 11,739 12,505
Physical environment 933 964 - - 933 964
Transportation 12,538 12,017 - - 12,538 12,017
Health and human services 9 7 - - 9 7
Economic environment 3,458 3,223 - - 3,458 3,223
Culture and recreation 5,463 5174 - - 5,463 5174
Interest on long term debt 2,020 1,542 - - 2,020 1,542
Water - - 5,834 6,153 5834 6,153
Sewer - - 6,294 6,250 6,294 6,250
Storm Water - - 4,229 4,021 4,229 4,021
Total expenses 44,787 43,121 16,357 16,424 61,144 59,545
Increase (decrease) in net assets before
transfers (470) 2,566 5,809 4,291 5,339 6,857
Transfers, net 309 363 (309) (363) - -
Miscellaneous Revenue/(expense) 979 659 9 988 659
Increase (decrease) in net assets 818 3,588 5,509 3,928 6,327 7,516
Net Assets - beginning 470,879 471,697 109,053 114,562 579,932 586,259
Prior period adjustment - - (456) - (456)
Net Assets - ending 471,697 475,285 114,562 118034 $ 586259 $ 593319

Washington State Auditor's Office
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City of Issaquah, Washington

Governmental activities. Governmental activities contributed $3.6 million of the total change in net assets of
$7.5million. Key elements of the increase are as follows:

*  Governmental revenues increased $1.3 million, up from a decrease of $722 thousand in 2009.
¢ Charges for services decreased $3.6 million.

*  Operating grants and contributions increased $1.8 million.

* Capital Grants and contributions increased $1.3 million.

¢ Overall tax revenue increased $2 million primarily in property and sales taxes.
In 2010, the City of Issaquah continues its focus on sustainability forming the Sustainability Indicators Sounding
Board charged with developing recommendations on how the City can measure the progress of sustainability

within the community. In 2010 the City supported protecting the natural environment — including water quality,
creeks and wildlife — while providing needed services to citizens through improved productivity.

The charts that follow compare program revenues to program expenses and illustrate the revenues by source
separately for the governmental and business-type activities.

Revenues by Source - Government Activities
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Washington State Auditor's Office
14



City of Issaquah, Washington

Revenues by Source Comparison - Governmental Activities
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City of Issaquah, Washington

Expenditure Comparison by Program - Governmental Activities
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City of Issaquah, Washington

Business-type activitiesthe City's utilities increased the City of Issaquah’s net assets by $3.9 million.

Revenues by Source - Business Type Activities
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City of Issaquah, Washington

Program Expenses Including Depreciation - Business Type Activities

Expenditure Comparison by Program - Business Type Activities

(inthousands)

$9,000

$7,500

$6,000

$4,500

$3,000

$1,500

$0

Storm Water
25%

Sewer
38%

Water
37%

Water

Sewer

OFiscal Year 2009

m Fiscal Year 2010

Storm Water

Washington State Auditor's Office

18



City of Issaquah, Washington

Program Expenses vs. Revenues - Business Type Activities

O Program Expenses

/_/ B Program Revenues
$10,000 ¢

$8000 4

$6,000 1

(In Thousands)

$4,000 1

$2,000 4

Water Sewer Storm Water

FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

As discussed earlier, the City of Issaquah uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental Funds. The purpose of the City of Issaquah’s governmental funds is to report on near term
revenues/financial resources and expenditures basis. This information helps determine the City's financial
requirements in the near future. In particular, unreserved fund balance is a good indicator of the City’s resources
available for spending at the end of the year.

At the end of 2010, the City's combined ending governmental fund balance was $26 million. Of the total ending
fund balance, $1.7 million is reserved for debt service. Of the remaining fund balance, $11 million is earmarked for
capital construction projects and $3.4 million resides with special revenue funds. Additionally, Internal Service
Funds have $11.4 million net assets with $3 million invested in capital assets, net of depreciation.

The general fund is the primary operating fund of the City through which all receipts and payments of ordinary City
operations are processed, unless they are required to be accounted for in another fund. Taxes are the major revenue
source. The fund balance at the end of 2010 of the general fund was $10.1 million. As a measure of the fund's
liquidity, the ending fund balance is 38% of the fund’s 2010 expenditures.

The general fund balance increased $1.7 million from the prior year. Revenues increase from prior year by $2.3
million, while expenditures decreased by $533 thousand. In the current year, revenues exceeded expenditures in the
general fund by $3.9 million. Net transfers out of the general fund totaled $2.3 million, primarily to the street fund
($2.2 million).

The street fund was created to provide for the movement of traffic through a street maintenance program and long
range planning. Primary revenue sources are transfer from General Fund, grading permits, inspection fees, a share of

Washington State Auditor's Office
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state motor vehicle fuel tax money, and a portion of sales tax (5%). The street fund ending fund balance was $1.97
million, a decrease of $269 thousand from 2009.

The capital improvements fund was created to account for major city capital improvement projects not budgeted
under specific funds. Primary revenue sources are the one-quarter percent excise tax on real estate sales and the
portion of sales tax (25%) dedicated to capital improvements by Council policy. Excise tax proceeds are to be used
solely for financing capital projects specified in a Capital Improvement Plan and such funds are intended to be in
addition to other funds that may be reasonably available for such capital projects. Currently excise taxes are
dedicated to paying off the debt incurred for councilmanic bonds.

Proprietary Funds. The City of Issaquah’s proprietary fund statements provide the same type of information found
in the government-wide financial statements, but in more detail. Factors concerning the finances of the City’s
proprietary funds have already been addressed.

BUDGETARY HIGHLIGHTS

The City of Issaquah budgets annually on a cash basis. A comparison of the actual performance of the general fund
on a budgetary basis to the final budget indicates that total revenues were $1 million (4%) more than budgeted and
expenditures were $701 thousand (3%) less than budgeted. The increase in revenues resulted from $524 thousand
more than budgeted in Sales Tax revenues. The decrease in expenditures resulted from a reduction in staffing and
diligent cost controls implemented over the past several years.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets. The City of Issaquah’s investment in capital assets for its governmental and business-type
activities as of December 31, 2010, amounts to over $603 million (net of accumulated depreciation). This investment
in capital assets includes land, building, improvements, machinery and equipment, construction in progress,
infrastructure and utility transmission/distribution systems.

Major capital assets changes during 2010 included the following:

At December 31, $29 million construction was under way.

Developers donated capital of over $2.3 million in the governmental activities and over $2 million in the
utilities during 2010. As development slows so does the need for the infrastructure assets which developers
typically donate to the City.

The following table shows the increases/decreases by category for governmental activities, business-type activities
and the City as a whole:

City of Issaquah’s Capital Assets
(net of depreciation — in thousands)

Governmental Activities Business-Type Activities Total
2009 2010 2009 2010 2009 2010
Land & other nondepreciables $ 288,071 $ 291060 $ 12104 $ 12104 $ 300175 $ 303,164
Infrastructure 139,249 133,829 - - 139,249 133,829
Intangible property 1,384 1,290 46 42 1,430 1,332
Buildings & improvements 36,899 35,908 96,131 95,732 133,030 131,640
Machinery & equipment 4,256 3,982 424 395 4,680 4,377
Construction in progress 13,998 21,775 6,111 6,920 20,109 28,695
Total $ 483857 $ 487844 $ 14816 $ 115193 $ 598673 $ 603,037

Additional information on the City of Issaquah’s capital assets can be found in Note 7.
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Long-Term Debt. At the end of 2010, the City of Issaquah had total bonded debt outstanding of $43 million and
other long-term debt of $5.6 million. The total bonded debt is distributed as follows.

City of Issaquah’s Outstanding Bonded Debt
(in thousands)

Governmental Activities Business-Type Activities Total
2009 2010 2009 2010 2009 2010
General obligation bonds $ 36440 $ 3380 $ - $ - $ 36,440 $ 33,850
Revenue bonds - - 9,595 8,780 9,595 8,780
Total $ 36440 $ 33850 % 9595 $ 8780 $ 46,035 $ 42,630

The City of Issaquah enjoys an AA rating from Standard and Poor’s for both its limited and unlimited general
obligation debt.

Washington State statutes limit the amount of debt a governmental entity may issue to 7.5% of its total assessed
valuation, subject to a 60% majority vote of qualified electors. Of the 7.5% limit, 2.5% is for general purposes, 2.5%
for open space/park facilities, and 2.5% for utilities. Non-voted general purpose indebtedness is limited to 1.5% of
assessed valuation and the combination of voted and non-voted general purpose indebtedness cannot exceed 2.5%
of assessed valuation.

The City’s assessed valuation as of December 31, 2010, was $5,950,256,766 and the total amount of debt the City
may issue is $413,114,559. Remaining debt capacity is as follows:

City of Issaquah’s Debt Capacity
(in thousands)

General Capacity Special Purpose Capacity
Councilmanic  Excess Levy Parks & Open  Utility Purpose Total
(Non-Voted) (Voted-1n) Space (Voted-In) (Voted-In) Capacity
December 31, 2010 Assessed Value”: $ 5,950,257
2.50 % of Assessed Value $ - $ 148,756  $ 148,756 $ 148756 $ 446,269
1.50% of Assessed Value 89,254 (89,254) - - -
Statutory Debt Limit $ 89,254 $ 59,503 $ 148,756  $ 148,756 $ 446,269
Less Debt Outstanding
(General Obligation Bonds) $ (20,085) $ (8425) $ (5,340) $ -3 (33,850)
Add Amount Available in
Debt Service Fund 37 403 255 - 695
Remaining Debt Capacity  $ 69,206 $ 5,481 3% 143671 $ 148756  $ 413114

Additional information on the City of Issaquah’s long-term debt can be found in Note 13 in the Notes to the Basic
Financial Statements section of this report.

! Property assessed at 100% of the estimated value.

Washington State Auditor's Office
21



City of Issaquah, Washington

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

Governmental Activities. In 2011, General Fund budgeted expenditures total $30,403,096, which represents a $1.3
million increase over year 2010 operating levels. .

The final budget does not contain any new positions or property tax increases

In 2010, the voted-in excess property tax rate was $0.26 per $1,000 of assessed valuation. The excess property tax
rate is expected to decrease $0.01 per $1,000 in 2011 to $0.25 per $1,000.

A large portion of capital expenditures in this fund are prior commitments, including debt payments of $2,271,744
for Councilmanic bonds, which were used to construct a variety of public facilities.

Major non-bond funded capital projects budgeted include:

* SR 900 Pedestrian Trail/OVEIrPass .........cccrmmimrrmsssisssssssessssssssessssssssssssssssessssssessesssens $2,139,000
*1-90 UNdercrossing IMPrOVEMENTS ......ccocvvmrerimreieisssssesssssssssssssssssessssssssssssessssssessesssssessesssnns $380,000
* COMPIELE SrEEtS PrOGIaM .....oceuuiivreeueieseiiseeieeesss sttt sttt sttt sssssessssseens $200,000

Business-Type Activities. This budget also includes a number of water, sewer and stormwater improvement
projects. During 2010 there were no utility rate increases.

Water Capital Projects budgeted in 2011 include:

* Annual Water Main REPIACEMENT........c.ovvvrinersssss s esse s ssssssns $500,000
* Water Blending Phase I1 CONSEIUCTION ........co.oieiiniiinininseisessie s sssssssessesssenns $400,000
® SEISMIC RELIIOFILS oottt $100,000

Sewer. Capital projects budgeted in 2011 include:

e Holiday INN Lift STAtION ... nees $600,000
*  Annual Sewer Main Rehabilitation Program ... $350,000
*Annual Manhole Rehab Program .........cccciiinisissessisssssssssssssssssssessssessessssesssssens $100,000

Major Stormwater projects budgeted in 2011 include:

¢ Issaquah Creek Hazard MiItigation ... sssssssssssssssssssssnns $788,456
e Central Pad 3 LID Parking LOt........c.cccoviniiinrncesscesss e ssssss s ssesssssssssssssssesssesens $422,000
e Cemetery Transfer Site (NPDES)......cccovrinrsssssssssssssssssssssssssssessessssssssssssessessasssns $280,000

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City of Issaquah’s finances for readers with an
interest in the government’s finances. Questions concerning any of the information provided in this report, or
request for additional information, may be addressed to the Finance Director, City of Issaquah, P.O. Box 1307,
Issaquah, WA 98027-1307.
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City of Issaquah, Washington

Statement of Net Assets

December 31, 2010
(in thousands)

Primary Government

Governmental Business-type
Activities Activities Total
Assets:
Cash and cash equivalents $ 29,488 11,238 40,726
Restricted cash 4,073 - 4,073
Receivables 7,897 1,685 9,582
Internal balances (470) 470 -
Internal loans 1,150 (1,150) -
Inventory 151 351 502
Capital Assets not being depreciated:
Land 290,843 12,104 302,947
Construction in progress 21,775 6,920 28,695
Other assets 217 - 217
Capital Assets (net of accumulated depreciation):
Buildings 26,426 8112 34538
Improvements other than buildings 9,482 - 9482
Infrastructure 133,829 - 133,829
Intangible assets 1,290 42 1,332
Plant in service - 87,620 87,620
Machinery and equipment 3982 395 4377
Total assets 530,133 127,787 657,920
Liabilities:
Accounts payable 2,760 241 3,001
Accrued interest - 36 36
Unearned revenue 5,416 - 5,416
Liabilities payable from restricted assets 4073 - 4,073
Noncurrent liabilities:
Due within one year 3,005 921 3926
Due in more than one year 39,214 8555 47,769
Other deferred revenue 380 - 380
Total liabilities 54,848 9,753 64,601
Net assets:
Invested in capital assets, net of related debt 448,884 104,567 553,451
Restricted for:
Debt service 1,747 921 2,668
Capital projects 8,106 3,858 11,964
Other purposes 367 - 367
Unrestricted 16,181 8,688 24,869
Total net assets $ 475,285 118,034 593,319

The notes to the financial statements are an integral part of this statement.
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City of Issaquah, Washington

Balance Sheet
Governmental Funds
As of December 31, 2010
(in thousands)

Capital Capital LID
Street Im- Street Im- #24 Con- Other Total
Special prove- prove- struct- Govern- Govern-
General Revenue ment ments ion mental mental
Fund Fund Fund Fund Fund Funds Funds
ASSETS
Cash & cash equivalents $ 800 $ 1342 $ 710 $ 632 $ 92 $ 13442 $ 24,308
Receivables (net) 3,327 762 570 2,999 - 119 7,777
Total assets $ 1417 $ 2104 $ 1280 $ 3631 $ 92 $ 13561 $ 32,085
LIABILITIES & FUND BALANCES
Liabilities:
Accounts payable and accruals 1,123 132 8 641 2 449 2,355
Due to other funds - short term - - 250 - 2,300 - 2,550
Due to other funds - long term - - 250 - - - 250
Deferred revenue 147 - 380 - - 40 567
Total liabilities 1,270 132 888 641 2,302 489 5,722
Fund balances:
Reserved for:
Debt service - - - - - 1,707 1,707
Unreserved, reported in:
General fund 10,147 - - - - - 10,147
Special revenue funds - 1,972 - - - 1,441 3,413
Capital project funds - - 392 2,990 (2,210) 9,924 11,096
Total fund balances 10,147 1,972 392 2,990 (2,210) 13,072 26,363

Total liabilities and fund balances $ 11417 $ 2104 $ 1280 $ 3631 $ 92 $ 13561 $ 32,085

Total fund balances $ 26,363
Amounts reported for governmental activities in the statement of net assets are different because:
Capital assets used in governmental activities are not financial resources and are not reported in the funds 484,815
Long-term liabilities are not due and payable in the current period and therefore are not reported in the funds (41,656)
Permit fees collected; service not performed (5,416)
Plus earned but not available revenue reported in Governmental Funds as liability and in Government\Wide as revenue 187
Internal service funds - used by management to charge the costs of certain activities 11,462
Internal balance liability with asset in Enterprise Funds for services provided by Internal Service Funds (470)

Net assets of governmental activities $ 475,285

The notes to the financial statements are an integral part of this statement.
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City of Issaguah, Washington

Statement of Revenues, Expenditures, and Changes in Fund Balances

REVENUES
Taxes:
Property
Sales
Business and occupation
Other
Licenses and permits
Intergovernmental
Charges for services
Fines and penalties
Investment earnings
Rents and leases
Contributions and donations
Miscellaneous revenues
Total revenues
Expenditures
General government
Judicial
Public safety
Physical environment
Transportation
Economic environment
Health and human services
Culture and recreation
Debt service:
Principal

Interest and other debt costs

Capital outlay:
General government
Public safety
Transportation
Culture and recreation
Total expenditures

Governmental Funds

For the Twelve Months Ending December 31, 2010

(in thousands)

Excess (deficiency) of revenues

over (under) expenditures

OTHER FINANCING SOURCES

(USES)
Transfers in
(Transfers out)
Principal repayment LID
Interest LID

Total other financing sources and uses
Net change in fund balances

Fund balance - beginning
Fund balance - ending

Capital

Street Street LID #24 Other Total

Special Capital  Improve- Con-struc: Govern- Govern-

General Revenue Improve- ment tion mental mental
Fund Fund ment Fund Fund Fund Funds Funds
$ 6946 $ - % - % - $ - $ 1552 $ 8498
7,571 504 2,519 - - 92 10,686
6,575 - - - - 134 6,709
224 - 782 750 - - 1,756
2,755 90 - - - 412 3,257
2,561 610 300 3,162 - 1,203 7,836
2,339 1,190 - - - 773 4,302
1,093 - - - - - 1,093
119 - 1 1 - 3 124
469 - 141 - - - 610
28 - 1 146 - 60 235

18 - - - - - 18
30,698 2,394 3,744 4,059 - 4,229 45,124
6,657 - 33 - - 282 6,972
540 - - - - - 540
11,705 - 4 - - 150 11,859
201 - - - - 730 931

- 4,756 420 646 - - 5,822
3,165 - - - - - 3,165
7 - - - - - 7
4,522 - - - - 154 4,676
- - - 350 - 2,657 3,007

- - 33 - - 1,509 1,542

- - 138 - - 9 147

- - 15 - - 1,977 1,992

- 36 - 5,983 482 98 6,599

- - - - - 3u 3u
26,797 4,792 643 6,979 482 7,877 47,570
3,901 (2,398) 3,101 (2,920) (482) (3,648) (2,446)
147 2,160 - 700 - 3,126 6,133
(2,304) (31) (2,647) (162) - (892) (6,036)
- - - - - 65 65

- - - - - 54 54
(2,157) 2,129 (2,647) 538 - 2,353 216
1,744 (269) 454 (2,382) (482) (1,295) (2,230)
8,403 2,241 (62) 5372 (1,728) 14,367 28,593
$ 10147 $ 1972 $ 392 $ 2990 $ (22100 $ 13072 $ 26,363

The notes to the financial statements are an integral part of this statement
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City of Issaquah, Washington

Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statement of Activities
For the Fiscal Year Ended December 31, 2010
(in thousands)

Net changes in fund balances for governmental funds $ (2,230)
Amounts reported for governmental activities in the statement of activities
are different because:
Governmental funds report capital outlays as expenditures. In the
statement of activities, the cost of those assets is capitalized and
depreciated over their estimated useful lives. This consists of:
Capital assets 9,049
Depreciation (7,261)
1,788
Developers construct and then donate infrastructure to the government.
Infrastructure is not reported in the governmental funds.
Developer donated infrastructure current year 2,343
The issuance of long-term debt (e.g., bonds) is a resource and the
repayment of bond principal is an expenditure in governmental funds,
but those transactions increase or reduce long-term liabilities in the
statement of net assets. This consists of:
Debt retired 3,007
Some revenue reported in the statement of activities is not yet available
and therefore are not reported as revenues in the governmental funds.
This consists of:
Permit center collected for services not yet performed (1,457)
Governmental funds reported modified accrual report taxes
levied but not available in deferred revenue whereas in the statement
of activities they are reported as revenue.
Change in deferred property taxes 5)
Some expenses reported in the statement of activities do not require the
use of current financial resources and, therefore, are not reported as
expenditures in the government funds. This consists of:

Compensated absences (43)
Post Employment Benefit Obligation (75)
(118)
Internal service funds are used by management to charge the costs
of certain activities to individual funds. The net revenue of most of these
activities is reported with governmental activities. This consists of:
Internal service fund allocation of profits and losses (228)
Non-operating revenues from outside sources 222
Intergovernmental transfers 266
260
Change in net assets of governmental activities $ 3,588

The notes to the financial statements are an integral part of this statement.
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City of Issaquah, Washington

General Fund
Statement of Revenues, Expenditures, and Changes in Fund Balances — Budget and Actual
For the Fiscal Year Ended December 31, 2010
(in thousands — Budget is Cash Basis)

Final Actual on Variance with
Original Budget Budget Budgetary Basis Final Budget
Revenues:
Taxes:
Property $ 6991 $ 6991 % 6942 % (49)
Sales 6,775 6,775 7,299 524
Business 6,690 6,690 6,384 (306)
Other 197 197 216 19
Licenses and permits 1,665 1,665 2,800 1,135
Intergovernmental 1,152 1,162 1,167 15
Charges for services 3,848 3,848 3,951 103
Judicial (government wide) 1,078 1,078 1,181 103
Investment income 541 541 119 (422)
Miscellaneous 394 394 360 (34)
Total revenues 29,331 29,331 30,419 1,088
Expenditures:
Current:
General government services 6,979 6,979 6,685 294
Judicial 561 561 536 25
Security of persons and property 11,960 11,960 11,700 260
Utilities and environment 179 179 172 7
Economic environment 3,020 3,020 3,146 (126)
Health and human services 7 7 7 -
Culture and recreation 4,787 4,787 4,546 241
Total expenditures 27,493 27,493 26,792 701
Excess(deficiency) of revenues
over (under) expenditures 1,838 1,838 3,627 1,789
Other financing sources (uses):
Transfers in 483 483 133 (350)
Transfers out (2,304) (2,304) (2,304) -
Total other financing sources and uses (1,821) (1,821) (2,171) (350)
Net change in fund balances 17 17 1,456 1,439
Fund balances-beginning 5,329 5,329 5,837 508
Fund balances-ending $ 5346 $ 5346 $ 7293 $ 1,947

The notes to the financial statements are an integral part of this statement
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Revenues:
Taxes:
Sales Tax

Licenses and permits
Intergovernmental

Charges for services
Investment income
Contributions and donations

Total revenues

Expenditures:

Transportation (highways and streets)
Total expenditures

Excess(deficiency) of revenues over
(under) expenditures

Other financing sources (uses):

Transfers in
Transfers out

Total other financing sources and uses
Net change in fund balances

Fund balances - beginning
Fund balances - ending

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

For the Fiscal Year Ended December 31, 2010
(in thousands — Budget is Cash Basis)

Original Actual on Variance with
Budget Final Budget Budgetary Basis Final Budget
443 443 $ 485 $ 42
85 85 74 1)
582 582 582 -
44 44 6 (38)
2 2 - ()]
1,763 1,763 991 (772)
2,919 2,919 2,138 (781)
5444 5444 4,877 567
5,444 5,444 4,877 567
(2,525) (2,525) (2,739) (214)
2,160 2,160 2,160 -
3D (3D (31 -
2,129 2,129 2,129 -
(396) (396) (610) (214)
1,478 1,478 1,870 392
1,082 1,082 $ 1,260 $ 178

The notes to the financial statements are an integral part of this statement.
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City of Issaquah, Washington

Statement of Fund Net Assets
Proprietary Funds
As of December 31, 2010

(in thousands)

Governmental
Business-type Activities - Enterprise Funds Activities
Internal Service
Water Sewer Storm Totals Funds
Assets:
Current assets:
Cash and cash equivalents $ 4836  $ 3930 % 2472 $ 1,238 3% 5,180
Accounts receivable 428 426 476 1,330 120
Due from other funds - - - - 3,950
Other receivables 5 - 350 355 -
Inventory 303 7 41 351 151
Total current assets 5,572 4,363 3,339 13,274 9,401
Noncurrent assets:
Capital assets:
Construction in progress 3,504 15 3,401 6,920 -
Land and land rights 9,186 - 2,918 12,104 -
Intangible property 42 - - 42 -
Buildings and improvements 8,112 - - 8,112 114
Plant in service 38,185 15,860 33,575 87,620 -
Machinery and equipment 177 218 - 395 2,915
Total capital assets, net depreciatior 59,206 16,093 39,894 115,193 3,029
Total noncurrent assets 59,206 16,093 39,894 115,193 3,029
Total assets 64,778 20,456 43,233 128,467 12,430
Liabilities:
Current liabilities:
Accounts payable 41 17 41 99 243
Accrued Wages 69 22 51 142 162
Bonds payable 670 - 190 860 -
Interfund Loan 300 - 250 550 -
Public works trust current payable - - 61 61 -
Matured interest 27 - 9 36 -
Total current liabilities 1,107 39 602 1,748 405
Noncurrent liabilities
Compensated absences 94 39 72 205 563
Revenue bonds payable 6,100 - 1,820 7,920 -
Interfund Loan 300 - 300 600 -
Public works trust fund debt - - 430 430 -
Total noncurrent liabilities 6,494 39 2,622 9,155 563
Total liabilities 7,601 78 3,224 10,903 968
Net assets:
Invested in capital assets, net of related debt 51,742 16,054 36,771 104,567 3,029
Restricted for:
Debt service 670 251 921 -
Capital assets 1,561 2,022 275 3,858 -
Unrestricted 3,204 2,302 2,712 8,218 8,433
Total net assets $ 57177 $ 20378 $ 40009 $ 17564 % 11,462
Adjustment to reflect the consolidation of internal service fund activities related to enterprise funds. 470
Net assets of business-type activities “$ 118034

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

Washington State Auditor's Office

30



City of Issaquah, Washington

Statement of Revenues, Expenditures, and Changes in Fund Net Assets
Proprietary Funds
For the Fiscal Year Ended December 31, 2010
(in thousands)

Business-type Activities - Enterprise Funds Go;\/gtrir:/rirzieer;tal
Internal Service
Water Sewer Storm Totals Funds
Operating revenues:
Charges for services $ 5938 $ 6220 $ 4133 $ 16291 % 5,904
Intergovernmental Revenue - - - - 174
Total operating revenues 5,938 6,220 4,133 16,291 6,078
Operating expenses:
Maintenance and operation 3,879 5,554 2,560 11,993 5,728
Administrative and general 210 - - 210 -
Depreciation 1,645 658 1,286 3,589 661
Total operating expenses 5,734 6,212 3,846 15,792 6,389
Operating Income (loss) 204 8 287 499 (31D)
Nonoperating revenues (expenses):
Intergovernmental - 10 535 545 -
Investment earnings 4 4 2 10 191
Interest expense (391) - (158) (549) -
Other nonoperating revenues - - - - 3L
Total nonoperating revenue (expenses (387) 14 379 6 222
Income (loss) before contributions
and transfers (183) 22 666 505 (89)
Capital contributions 1,490 220 135 1,845 -
Developer donated assets 259 210 1,555 2,024 -
Transfers in - - - - 266
Transfers out (148) (83) (132) (363) -
Change in net assets 1,418 369 2,224 4,011 177
Total net assets - beginning 55,759 20,009 38,241 114,009 11,285
Prior Period Adjustment - - (456) (456) -
Total net assets - ending $ 57177 $ 20378 $ 40,009 $ 17564 3% 11,462
Change in net assets $ 1,418 $ 369 % 2224 % 4,011
Adjustment to reflect the consolidation of internal service fund activities
related to enterprise funds. ﬂ
Adjusted change in net assets of business-type activities $ 3,928

The notes to the financial statements are an integral part of this statement.
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City of Issaquah, Washington

Statement of Cash Flows
Proprietary Funds
For the Fiscal Year Ended December 31, 2010
(in thousands)

Page 1 of 2
Business-type Activities - Enterprise Funds Governmental
Activities
Internal
Water Sewer Storm Totals Service Funds
Cash flows from operating activities:
Cash received from customers 5938 $ 6,223 $ 4152 $ 16313 % 793
Cash received from interfund services - - - - 5,065
Cash payments to suppliers (2,513) (810) (1,568) (4,891) (1,951)
Cash payments to employees (1,339) (436) (979) (2,754) (3,561)
Cash receipts from other governments - - - - 129
Cash (payments) to other governments (221) (4,304) - (4,525) -
Net cash provided (used) by operating
activities 1,865 673 1,605 4,143 475
Cash flows from noncapital financing activities:
Operating transfers in - - - - 267
Operating transfers (out) (148) (82) (132) (362) -
Net cash provided (used) by
noncapital financing activities (148) (82) (132) (362) 267
Cash flows from capital and related financing
activities:
Intergovernmental - - 686 686 4
Investments - 10 - 10 -
Revenue bond principal (paid) (635) - (180) (815) -
Revenue bond interest (paid) (355) - (V)] (472) -
Interfund loans-received in - - - - 800
Interfund loans-(paid out) (300) - (250) (550) (500)
Interfund loan interest revenue - - - - 192
Interfund loan interest (expense) (40) - (36) (76) -
Capital expenditures (paid) (685) (368) (1,349) (2,402) (520)
Principal (paid) - 9 (61) (52) -
Interest and other debt service (paid) 28 4 (6) 26 -
Captial cash contributions - private sources 1,490 220 135 1,845 2
Proceeds from retirement of capital assets - - - - 30
Net cash provided (used) by capital
related financing activities (497) (125) (1,178) (1,800) 8
Cash flows from investment activities:
Interest received on investments 4 - 2 6 -
Net cash provided (used) by investing
related activities 4 - 2 6 -
Net increase (decrease) in cash balance 1,224 466 297 1,987 750
Cash balance at beginning of year 3,612 3,464 2,175 9,251 4,430
Cash balance at end of year 4836 $ 3930 % 2472 $ 11238 3 5,180

The notes to the financial statements are an integral part of this statement
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City of Issaquah, Washington

Statement of Cash Flows
Proprietary Funds
For the Fiscal Year Ended December 31, 2010
(in thousands)

Page 2 of 2
Business Type Activities - Enterprise Funds Governmental
Activities
Internal Service
Water Sewer Storm Totals Funds
Reconciliation of operating income to net cash
provided (used) by operating activities
Operating income (loss) $ 204 % 8 3 287 % 499 % (3L
Adjustment to reconcile operating income
to net cash provided by operating activities:
Depreciation 1,645 658 1,286 3,589 661
Decrease (increase) in accounts receivabli 3 (6) 20 17 (89)
Decrease (increase) in inventory 42 3 - 45 (25)
Increase (decrease) in accounts payable (32) 13 12 ©) 200
Increase (decrease) in employee benefits 3 ?3) - - 39
Net cash provided by operating activities $ 1865 % 673 $ 1605 $ 4143 % 475

Noncash investing, capital, and financing activities:

Contributions of capital assets from
developers and annexations $ 1490 % 20 % 1555 $ 3255 $ -

The notes to the financial statements are an integral part of this statement.
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City of Issaquah, Washington

Statement of Fiduciary Net Assets
Fiduciary Funds
As of December 31, 2010
(in thousands)

Ruth Kees Award -

Sustainable Environ. Total Fiduciary
Fund Agency Funds Funds
ASSETS
Cash and cash equivalents $ 30 $ 4,043 $ 4,073
Total assets 30 4,043 4,073
LIABILITIES
Liabilities payable from restricted assets 4,043 4,043
Total liabilities - 4,043 4,043
NET ASSETS
Held in trust for annual award in the furtherance of
environmental purpose or objective $ 30 $ - $ 30

The notes to the financial statements are an integral part of this statement
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City of Issaquah, Washington

Statement of Changes in Fiduciary Net Assets
Fiduciary Funds
As of December 31, 2010
(in thousands)

Ruth Kees Award - Sustainable
Environ. Fund

ADDITIONS

Contributions:
Private donations $ 30
Total contributions 30

Investment earnings:
Interest -

Total investment earnings -

Total additions 30
DEDUCTIONS
Awards 1
Total deductions 1
Change in net assets 30

Net assets - beginning -
Net assets - ending $ 30

The notes to the financial statements are an integral part of this statement.
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NOTE L.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Issaquah have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards Board
(GASB) is the accepted standard setting body for establishing governmental accounting and financial reporting
principles. The City’s significant accounting policies are described below.

A. REPORTING ENTITY

The City of Issaquah is a municipal government incorporated on April 27, 1892, and operates under the laws of the
State of Washington as a non-charter Mayor-Council form of government. In this form, the at large elected Mayor
serves as the City’s chief administrative officer, and an at large elected seven-member council serves as the City's
legislative body. The City provides a full range of municipal services and operates water, sewer and storm water
utilities.

As required by GAAP the City's financial statements present the City of Issaquah — the primary government. There
are no component units (either blended or discretely presented) included in these statements.

B. GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statements (i.e., the statement of net assets and the statement of changes in net
assets) report information on all of the non-fiduciary activities of the primary government. For the most part, the
effect of interfund and internal service fund activity has been removed from these statements. Governmental
activities, which normally are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support. Both the governmental
and business-type activities are reported on full accrual, economic resource measurement focus basis of accounting,
which recognized all long-term assets and receivables as well as long-term debt and obligations. The City’s net
assets are reported in three parts - investment in capital assets, net of related debt; restricted net assets; and
unrestricted net assets. The City first utilizes restricted resources to finance qualifying activities.

The statement of activities demonstrates the degree to which the direct expenses of a given function are offset by
program revenues in the governmental activities and net cost or revenue of each business activity. Direct expenses
are those that are clearly identifiable with a specific function or segment. The City of Issaquah does not allocate
indirect costs to a specific function or segment. Program revenues include 1) charges to customers or applicants
who purchase, use, or directly benefit from goods, services, or privileges provided by a given function or segment
and 2) grants and contributions that are restricted to meeting the operational or capital requirements of a particular
function or segment. Taxes and other items not properly included among program revenues are reported instead as
general revenues.

The government-wide focus is more on the sustainability of the City as an entity and the change in the City’s net
assets resulting from the current year’s activities.

C. MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

The governmental major fund statements in the fund financial statement are presented on current financial resources
measurement focus and modified accrual basis of accounting. Since governmental fund statements are presented on a
different measurement focus and basis of accounting than the government—wide statements’ governmental column,
reconciliation is presented at the end of the statement, which briefly explains the adjustments necessary to
transform the fund statements into the government-wide presentation.

Internal service funds are presented in summary form as part of the proprietary fund financial statements. Financial
statements for internal service funds are consolidated into the governmental column and the proprietary column
based on usage when presented at the government-wide level.
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Interfund activity has been eliminated from the government-wide financial statements. Exceptions are revenue and
expense for interest or services provided which would distort the direct cost and program revenues for these
functions.

The City reports the following major governmental funds:
The general fund is the government’s primary operating fund. It accounts for all financial resources of the general

government, except those required to be accounted for in another fund.

The street special revenue fund is financed through a transfer of General Fund revenues, grading permits,
inspection fees, and a share of state gasoline tax moneys and support the various street programs in roadway
maintenance, traffic control, street lighting, roadside mowing and vegetation control, street cleaning, snow and
ice control

The capital improvement fund accounts for major City capital improvement projects not budgeted under specific
funds.

The capital street improvement fund was established in 1991 to account for revenues received from additional one-
fourth percentage Real Estate Excise Tax, which was authorized by the 1990 Growth Management Act.
Proceeds from this additional real estate tax are to be used solely for financing capital projects specified in a
capital facilities plan, and are intended to be in addition to other funds that may be reasonably available for
such capital projects. By City Ordinance, these funds are restricted to street projects.

The L.1.D. #24 construction fund was established to provide improvements to the tee intersection of E. Lake
Sammamish Parkway SE and SE 43" Way.

The City reports the following non-major governmental fund types:

Special revenue funds account for the proceeds and expenditures of specific revenue sources intended for specified
purposes.

Debt service funds account for resources set aside to meet current and future debt service requirements on debt.

Capital improvement funds account for resources to be used for the acquisition or construction of major capital
facilities.

The government reports the following major proprietary funds:

The water funds account for the operations, capital improvement and debt service activity of the government’s
water department.

The sewer funds account for the operations, capital improvement and debt service activity of the government’s
sewer department.

The storm water funds account for the operations, capital improvement and debt service activity of the
government’s storm water department.

Additionally, the government reports the following fund type:

The internal service funds account for operations that provide services to other departments or funds of the
government on a cost reimbursement basis.

The expendable trust fund is used to account for the donation and earnings to be spent for the trust’s intended
purpose.
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The agency fund is a clearing mechanism for cash resources that are collected by the government, held a brief
period, and then disbursed to authorized recipients. Agency funds are custodial in nature (assets equal
liabilities) and do not involve the measurement of the results of operations.

The government-wide financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting, as are the proprietary fund and fiduciary, if any, fund financial statements. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and similar items are
recognized as revenue as soon 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 both measurable and available.
Revenues are considered to be available when they are collectable within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the government considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgments, are recorded only when payment is due.

D. BUDGET AND BUDGETARY ACCOUNTING

1. Scope of the Budget

The City budgets all funds in accordance with the Revised Code of Washington 35A.33. In compliance with the
code, budgets for all funds are established with the exception of the L.I.D. Debt Service Funds, and the L.1.D.
Guaranty Debt Service Funds, and agency funds. Budgets established for Proprietary Funds are “management
budgets” and, as such, are not required to be reported. The budget as adopted constitutes the legal authority for
expenditures. It is adopted at the fund level so that expenditures may not legally exceed appropriations at that
level of detail.

Budgetary accounts are integrated in fund ledgers for all budgeted funds.

Appropriations for general and special revenue funds lapse at year-end. The City of Issaquah’'s budget
procedures are in compliance with the Revised Code of Washington, Chapter 35A.33. The City follows the
procedure outlined below to establish its annual budget.

) By the second Monday in September, the Mayor requests all Department Heads to prepare detailed
estimates of revenues and expenditures for next fiscal year.

(2) By the fourth Monday in September, budget estimates are filed with the Finance Director.
(3) By the first business day in October, estimates are presented to the Mayor.

(4) At least 60 days before the ensuing fiscal year, the Mayor prepares preliminary budget and budget
message and files with the City Clerk.

(5)  No later than the first two weeks in November, the City Clerk publishes notice of filing of preliminary
budget with City Clerk and publishes notice of public hearing on final budget once a week for two
consecutive weeks.

(6)  No later than six weeks before January 1, copies of proposed (preliminary) budget is made available to
the public.

(7)  On or before the first Monday of December, and may be continued from day-to-day but no later than the
25th day prior to next fiscal year, final hearings are commenced.

(8)  Following the public hearing and prior to beginning of the ensuing fiscal year, the City Council adopts
the final budget.

2. Amending the Budget
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The City budget is adopted at the fund level. Amendments to the final budget must be adopted by the Council
through an Ordinance, which is usually done mid-year and year-end.

The budgetary basis is substantially the same as the basis of accounting in all governmental fund types.

Transfers or revisions within budgeted funds are allowed; however, any revision which alters the total
expenditures of a fund, or which affect the number of authorized employee positions or salary ranges must be
approved by Ordinance of the City Council following public hearings. The budget amounts shown in the
financial statements are the final authorized amounts as revised during the year.

Original budgets and supplementary appropriation adjustments adopted during the year are presented in Note
4,

E. ASSETS, LIABILITIES, AND NET ASSETS AND FUND BALANCES

1. Cash and Cash Equivalents

The City pools cash resources of its various funds with the State Investment Pool in order to facilitate the
management of cash. The balance in the pooled cash accounts is available to meet current operating
requirements. Cash in excess of current requirements is invested in various interest-bearing securities and
disclosed as part of the City's investments. All short-term investments that are highly liquid are considered to
be cash equivalents. Cash equivalents are readily convertible to known amounts of cash and at the day of
purchase, they have a maturity date no longer than three months.

The City's deposits are entirely covered by Federal Depository Insurance (FDIC) or by collateral held in a
multiple financial institution collateral pool administered by the Washington Public Depository Protection
Commission (PDPC).

2. Investments

It is the City's policy to invest all temporary cash surplus. At December 31, 2010, the treasurer was holding
short-term deposits with the State Investment Pool. The interest on this deposit is prorated to the various
funds. (See Note 5)

Investments are reported at fair market value in accordance with GASB Statement 21 and are held separately by
each fund with interest earned directly for benefit of each fund.

3. Receivables

The government recognized receivables in its financial statements based on the accounting requirements for
that statement. Receivables are as follows:

Property Taxes. Property taxes received within 60 days of year end are reported as receivable at year-end.
When property taxes become three years delinquent, the County is required by State statute to foreclose on
the property. Historically, all taxes have been collected; therefore no allowance for uncollectible taxes is
recorded. (See Note 6)

Sales Taxes. Taxes collected for November and December but not remitted by the state to the government
until January and February of the following year are reported as receivables at year-end. There is no allowance
for uncollectible sales taxes because all sales taxes are required by law to be collected by businesses at the time
of sale and remitted to the state.

Special Assessments. Special assessments are levied against certain property owners and become liens against
the property benefited by the improvement. At year end all are current.
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Accounts Receivable. Customer accounts receivable consist of amounts owed by private individuals or
organizations for goods and services provided. Uncollectible amounts are considered immaterial and the direct
write-off method is used.

Investment Interest. Interest receivable consists of interest earned on investments at the end of the year,
accrued interest on investments purchased between interest dates, and accrued interest and penalties on
special assessments receivable. In proprietary funds and the government-wide statement of net assets
investment interest is recorded as receivable, regardless of its payment date. In the governmental fund
statements and schedules investment interest is recorded as receivable if it will be paid to the government
within 60 days of year end.

4. Amounts Due to and from Other Funds and Governments, Interfund Loans and Advances
Receivable

Due From Other Funds and Other Governments. Amounts due from other funds reported in the financial
statements, represent outstanding billings to other funds for services provided in the current year. None
existed at year-end in. Amounts due from other governments represent outstanding balances due from granting
agencies for cost-reimbursement grants and billings to other jurisdictions for intergovernmental services
provided in the current year. In the entity-wide Statement of Net Assets, Due From Other Funds is not
reported, but is eliminated in internal balances. Internal balances represent quasi-external transactions
between governmental and business activities.

Interfund Loans Receivable. The Finance Director may authorize loans between funds. Interfund loans
outstanding at 12/31, if any, are reported in Note 12.

5. Inventories and Prepaid Items

Inventory amounts in governmental funds are not recorded because inventory amounts are immaterial.
Inventories in Proprietary Funds are valued at the FIFO (first in, first out) method, which approximates the
market value.

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

6. Restricted Assets and Liabilities

Net assets are segregated into three categories on the government-wide statement of net assets: investment in
capital assets, net of related debt; restricted; and unrestricted. The flow assumption of the City is to use
restricted assets before unrestricted assets. Restricted assets are usually set aside in a separate fund,
specifically used for the purpose of debt service or capital replacement.

7. Capital Assets and Depreciation

General capital assets are those assets not specifically related to activities reported in the proprietary funds.
The capital assets purchased or constructed by a governmental fund are recorded as expenditures in the fund at
the time the related purchases are made. These assets are reported in the governmental activities column of the
government-wide statement of net assets but are not reported in the fund financial statements. Capital assets
utilized by the proprietary funds are reported both in the business-type activities column of the government-
wide statement of net assets and in the respective funds.

Capital assets are defined by the government as land, buildings, capital improvements, machinery and
equipment, software and other improvements with an original cost of $5,500 or more each and an estimated
useful life of more than one year; and all vehicles, artwork, transportation and utility infrastructure, regardless
of their initial cost. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair value at the date of donation.
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Per GASB 34, in 2007 the City capitalized retro-active “infrastructure” owned prior to 2003, such as roads,
bridges, curbs and gutters, streets and sidewalks, bridges, and lighting systems.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets’ lives are not capitalized. Major outlays for capital assets and improvements are capitalized as projects
are constructed.

Contributed assets are reported at donor cost or appraised value at the date of acquisition. The donor cost or
appraised value of contributed fixed assets is included in contributed capital.

Land, construction in progress, and works of art are not depreciated. Property, plant, and equipment of the city
are depreciated using the straight line method over the estimated useful lives as follows:

Estimated Service

Life
Asset Class (Years)
Buildings 30-50 years
Improvements Other Than Buildings and 20-50 years
Infrastructure
Equipment 5-20 years

The Equipment Replacement Fund contains resources held for future equipment purchases.

Additional information on capital assets is provided in Note 7.

8. Compensated Absences

Eligible employees accumulate 12 to 28 days of vacation for each anniversary year, depending upon the
employee’s length of service, but they do not accumulate more than two-year's vacation. All outstanding
vacation leave is payable upon resignation, retirement, or death. In accordance with NCGA Statement 4, the
City accrues vacation pay. Vacation pay is accrued when incurred in the government-wide and proprietary
fund financial statements.

In 1985, the City required all departments to record compensatory time in the payroll system as part of the Fair
Labor Standards Act implementation.

The City accrues the maximum dollar amount payable, when incurred, in the government-wide and
proprietary fund financial statements.

Sick leave accumulates at the rate of 8 to 12 days per year for employees. The maximum number of sick hours
employees are allowed to accrue is 1280. However, starting in 1994, some contracts allow employees to convert
a portion of unused sick leave earned in a calendar year to pay.

9. Long-Term Debt

In the government-wide financial statements, and proprietary fund types in the fund financial statements, long-
term debt and other long-term obligations are reported as liabilities in the applicable governmental activities,
business-type activities, or proprietary fund type statement of net assets. Prior to 2008, bond premiums and
discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the effective
interest method. Bonds payable are reported net of the applicable bond premium or discount. Bonds issued
after 1/1/2008 issuance costs, premiums and discounts are recognized in entirety in the year of issue.

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

Additional information on long-term debt is provided in Note 13.

10. Deferred/Unearned Revenue

The deferred revenue account is used to offset receivables established in the governmental fund financial
statement for certain revenues that are measurable but not considered available to finance payment of current
obligations and, therefore, not susceptible to accrual on the modified accrual basis. When the receivable
amounts are collected in future periods, this liability account is reduced and corresponding revenue is recorded.
Deferred revenues presented in this manner on the accompanying financial statements are uncollected property
taxes levied and an interlocal cooperation agreement between King County and the City for construction of a
park-and-ride facility.

11. Fund Reserves and Designations

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are
not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change.

12. Revenues, Expenditures and Expenses

Program Revenues. Amounts reported as program revenues include: Charges to customers or applicants for
goods, services, or privileges provided; operating grants and contributions; and capital grants and
contributions, including special assessments.

General Revenues. In governmental funds amounts reported as general revenues include taxes, interest and
investment earnings. In the governmental funds' statements debt proceeds are shown as other financing
sources.

Transfers. Permanent reallocation of resources between funds of the reporting entity are classified as
interfund transfers. For purposes of the government-wide statements all interfund transfers between individual
governmental funds have been eliminated.

Expenditures/Expenses. Expenses in the governmental funds are reported by function or as interest on long-
term debt. In the governmental funds’ statements debt issue costs are shown as other financing use.

13. Operating and Non-Operating Revenues and Expenses

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues
and expenses result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues of the government’s utility
funds and internal service funds are charges to customers for sales and services, vehicle replacement, and
insurance. The government also recognizes as operating revenue the portion of utility connection fees intended
to recover the cost of connecting new customers to the water and sewer system. Operating expenses for
enterprise funds and internal service funds include the cost of sales and services, administrative expenses,
taxes, and depreciation on capital assets. All revenues and expenses not meeting this definition are reported as
non-operating revenues and expenses.
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NOTE 2:
BUDGET TO GAAP RECONCILIATION

The City's budget is prepared primarily on the cash basis of accounting. Therefore, the Schedule of Revenues,
Expenditures, and Changes in Fund Balances — Budget and Actual for the General Fund and Major Special Revenue Funds, if
any, report revenues when received and expenditures when paid for governmental funds budgeted on an annual
basis, instead of revenue and expenditure amounts as defined under the modified accrual basis of accounting
required by GAAP. For the General Fund and the Major Special Revenue funds, if any, the following schedule
outlines adjustments made to revenues and expenditures on the budgetary basis to arrive at revenues and
expenditures on the GAAP basis as reported on the Statement of Revenues, Expenditures, and Changes in Fund Balances.

(InThousands)

General Street

Fund Fund
Revenue on the Budgetary Basis $ 27,371 $ 1,632
Increase (Decrease) due to accruals 3,327 762
Revenue on the GAAP Basis 30,698 2,394
E xpenditures on the Budgetary Basis 25,527 4,660
Increase (Decrease) due to accruals 1,270 132

E xpenditures on the GAAP Basis 26,797 4,792

Other Financing Sources (Uses)
On the Budgetary Basis (2,157) 2,129
Increase (Decrease) due to accruals - -

Other Sources (Uses) on the GAAP Basis (2,157) 2,129

Excess (Deficiency) of Revenues and Other Sources

Over (Under) Expenditures and Other Uses

On the Budgetary Basis (313) (899)
Increase (Decrease) due to accruals 2,057 630

Excess (Defidency) of Revenues and Other Sources
Over (Under) Expenditures and Other Uses

On the GAAP Basis 1,744 (269)
Beginning Fund Balance on the Budgetary Basis 5,837 1,811
Increase (Decrease) due to accruals 2,566 370
Beginning Fund Balance on the GAAP Basis 8,403 2,241
Ending Fund Balance on the Budgetary Basis 5,524 972
Increase (Decrease) due to accruals 4,623 1,000
Ending Fund Balance on the GAAP Basis $ 10,147 % 1,972
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NOTE 3:
STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

There have been no material violations of finance-related legal or contractual provisions, and there have been no
expenditures exceeding legal appropriations in any of the funds of the City.

The LID #24 Construction Fund reported with deficit fund balance on the Balance Sheet of the Governmental
Funds as a result of GASB 34 paragraph 112 (a.) (1) Interfund loans. Interfund loans should be reported as interfund
receivables and payables, but this activity should not be reported as other financing sources or uses in the fund
financial statements. The interfund loans payable in the LID #24 Construction Fund without corresponding
financing sources result in deficit fund balance.
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NOTE 4:
SUPPLEMENTAL APPROPRIATIONS

The City Council annually adopts a budget by Ordinance establishing appropriations for City funds, and during the
year, may authorize supplemental appropriations. Amounts shown in the accompanying financial statements
represent the original budgeted amounts plus all supplemental appropriations.

Amounts presented here are in thousands:

2010 Original Budget

Supplemental
Appropriations

2010 Final Budget

General fund $ 29,798 - 29,798
Special revenue funds:
Street 5,475 - 5,475
Cemetery 74 30 104
Municipal art 193 - 193
Resource conservation 688 - 688
Cable TV 303 60 363
Lodging tax 111 - 111
Debt Service Funds:
Voted G.O. debt 1,527 - 1,527
Non-voted G.O. debt 2,646 - 2,799
L.1.D. Debt Service 290 - 290
L.1.D. guaranty 350 - 350
Capital projects funds:
Capital improvements 3,546 73 3,619
Mitigation 944 110 1,054
Newport Way improvement 213 - 213
Street improvement 10,406 - 10,406
ITS traffic system 60 - 60
Highlands park facilities 10 - 10
L.1.D. #24 construction 2,366 - 2,366
Transit Center Fire station #72 6,565 - 6,565
2006 Park Bond 528 - 528
Total $ 66,093 273 66,366
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City of Issaquah, Washington

NOTE 5:
DEPOSITS AND INVESTMENTS

The City maintains a cash and investment pool available for use by all funds. Investments are also held separately by
several funds, with interest earned directly for the benefit of each fund.

As of December 31, 2010, the carrying amount of the City's cash/cash equivalents was $44,801,000 (including the
State Investment Pool) and the bank balance was $4,474,000. This includes cash on hand totaling $3,000 and
$10,000 being held by the City of Bellevue for use by the Eastside Narcotics force.

Custodial Credit Risk. The FDIC insures the first $100,000 of the City's demand deposits and separately insures the
first $100,000, in the aggregate, of the City’s time deposits and savings deposits. The remaining deposit balances are
insured by the Washington Public Deposit Protection Commission (WPDPC). The WPDPC is a multiple financial
institution collateral 