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LETTER OF TRANSMITTAL
November 28, 2008

To the Honorable Mayor, members of the Municipal Council, and the
Citizens of the City of Provo:

State law and local ordinance require that all general-purpose local
governments publish within six months of the close of each fiscal year a
complete set of financial statements presented in conformity with
Generally Accepted Accounting Principles (GAAP) and audited in
accordance with generally accepted auditing standards by a firm of
licensed certified public accountants. In conformance with that
requirement, we issue the Comprehensive Annual Financial Report
(CAFR) of the City of Provo for the fiscal year ended June 30, 2008.

This report consists of management’s representations concerning the
finances of the City of Provo. Management assumes full responsibility for
the completeness and reliability of all information presented in this report.
In order to provide a reasonable basis for making these representations,
management of the City of Provo has established an internal control
framework-designed to ensure the assets of the government are protected
from loss, theft or misuse, and to ensure adequate accounting data is
compiled to allow for the preparation of financial statements in conformity
with generally accepted accounting principles. The internal control
structure is designed to provide reasonable, but not absolute, assurance
that these objectives are met. The concept of reasonable assurance
recognizes (1) the cost of a control should not exceed the benefits likely to
be derived, and (2) the valuation of costs and benefits requires estimates
and judgments by management. As a recipient of federal, state, and local
financial assistance, the City is also responsible for ensuring that an
adequate internal control structure is in place to ensure and document
compliance with applicable laws and regulations related to the appropriate
programs. This internal control structure is subject to periodic evaluation
by management.

Hansen, Bradshaw, Malmrose & Erickson, P.C., a firm of licensed
certified public accountants selected by the Municipal Council, has audited
the City of Provo’s financial statements. The goal of the independent
audit is to provide reasonable assurance that the financial statements of the
City of Provo for the fiscal year ended June 30, 2008, were free of material
misstatement. The independent audit involved examining, on a test basis,
evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial



statement presentation. Hansen, Bradshaw, Malmrose & Erickson, P.C.
concluded, based upon the audit, that there is reasonable basis for
rendering an unqualified opinion that the City of Provo’s financial
statements for the fiscal year ended June 30, 2008, were fairly presented in
conformity with GAAP. The independent auditors’ report is presented as
the first component of the financial section of this report.

The independent audit of the City of Provo’s financial statements was part
of a broader, federally mandated Single Audit Act of 2004 and the U.S.
Office of Management and Budget’s Circular A-133, Audits of State and
Local Governments. Information related to this single audit, including a
schedule of federal financial assistance, the independent auditors’ report
on internal controls and compliance with applicable laws and regulations,
and a schedule of findings, are available in the City of Provo’s separately
issued Single Audit Report.

The CAFR is presented in three sections: introductory, financial and
statistical.

PROFILE OF THE GOVERNMENT

The City of Provo, incorporated in 1851, is located in a metropolitan area
that has a dynamic and diverse economy. The government is empowered
to levy a property tax on both real and personal property located within its
boundaries.

The City of Provo currently operates under the mayor-council form of
government. Legislative authority is vested in the Municipal Council,
which consists of seven members. The legislative branch is responsible,
among other things, for passing ordinances, adopting the budget, and
approving appointment of committee members. The Mayor is responsible
for establishing and implementing City policies, carrying out the
ordinances of the Municipal Council, and overseeing the day-to-day
operations of the government. The Council and Mayor are elected on a
nonpartisan basis. Five of the Council members are elected from within
their respective districts. The Mayor and the two remaining members are
elected at large. All elected officials serve staggered four-year terms with
four, then three, Council members elected every two years.

The City of Provo provides a full range of services that include public
safety, streets, recreational and cultural events, community development
and general administrative services. The City of Provo also operates
energy, water, wastewater, sanitation, telecommunications, municipal golf
course, and storm drain utilities. A general aviation airport is also part of
the City of Provo. Component units are legally separate entities for which



the nature and significance of their relationship with the City of Provo are
such that exclusion would cause the financial statements to be misleading
or incomplete. Blended component units are included as part of the
primary government. Accordingly, Provo City Redevelopment Agency
and the Provo Foundation are reported as special revenue funds; the
Municipal Building Authority of Provo City as a debt service fund; and the
Provo City Stormwater Service District as an enterprise fund.

The City of Provo maintains extensive budgetary controls. The objective
of these controls is to ensure compliance with legal provisions embodied
in the annual appropriated budget adopted by the Provo Municipal
Council. For the 2008 fiscal year, activities of the general fund, special
revenue funds, debt service funds, and capital project funds are included in
the annual appropriated budget. The state law was revised during 2003
mandating that a budget be presented and adopted for all funds for the
fiscal years beginning after January 1, 2004.

The level of budgetary control, i.e., the level where expenditures cannot
legally exceed the appropriated amount, is maintained at the departmental
level for the General Fund and at the fund level for all other funds. The
City of Provo also maintains an encumbrance accounting system as one
method of maintaining budgetary control. Outstanding encumbrances at
year-end are evaluated and, if deemed necessary by the City of Provo’s
management, are carried forward as part of the following year’s budget.

As demonstrated by the statements included in the financial section of the
report, the City of Provo continues to meet its responsibility for sound
financial management.

The Management’s Discussion and Analysis (MD&A) section of this
report offers a more detailed discussion about the economic condition of
the City, fund balance analysis and other management goals and
achievements.

ECONOMIC CONDITION

The City has a diverse manufacturing and industrial base. Major
industries include retail business, light manufacturing, software
development, and a university community. This diversity stabilizes the
unemployment rate and offers a broad range of employment opportunities.

Currently, the national economy has slowed significantly. While the local
economy has also slowed, it continues to outperform the national
economy. The local seasonally adjusted unemployment rate moved from
2.8 percent as of June 2007 to 3.5 percent as of June 2008. This compares
favorably to the national rates that moved from 4.6 to 5.5 percent during
the same period of time. The City’s sales and use tax revenue was
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$816,372 less than budget and was 0.5 percent lower than the prior year.
Considering a forecasted decline in growth in the local economy by the
State budget office, it is likely the City will continue to see a decline in
sales tax revenue during the next fiscal year. The City sales tax revenues
received during the first two months of the new fiscal year are consistent
with this forecast. Current property taxes decreased by $625,897
compared to the prior year and were 4.9 percent less than budget. The
unfavorable variance to budget was partially driven by the inclusion of
inflated property values in the Riverwoods area relating to a fraudulent
mortgage and appraisal scheme. The inflated values were used in
calculating the certified tax rate for City property taxes. The affected
homeowners successfully appealed the overstated valuations resulting in
lower than budgeted revenues.

In anticipation of lower tax revenues, the City has implemented a 1.84
percent decrease in the fiscal 2009 operational budgets. As the
Administration plans for the future, we are being very cautious to align the
commitment of City resources with the anticipated declines in City
revenues. The governmental funds revenues for fiscal year ending June
30, 2008 were $62,279,807 (See page 36). Tax revenue made up 60
percent of the total. Tax revenue consists of property, vehicle, sales, and
franchise taxes. Intergovernmental revenues accounted for an additional
15 percent of the total. The remaining 25 percent is composed of charges
for services, licenses and permits, fines and forfeitures, investment
earnings, loan repayments and miscellaneous revenues.

As a result of legal claims paid during prior fiscal years, all City
departments received increased insurance charges for the current and
subsequent fiscal year to replenish fund balance to a sufficient level.

While striving to control expenditures, the City is committed to
maintaining infrastructure and delivering services at sufficient levels. The
City will also continue to work on a variety of economic development
projects with the intent of creating jobs and stimulating the economic
growth and stability of the City.

LONG-TERM FINANCIAL PLANNING

The City maintains a 5-Year Capital Project/Budget Plan. This plan is
updated each year and allows the City to make projections into the future
regarding the infrastructure and other long term capital projects that need
to be initiated or completed. This plan helps to prioritize projects,
estimate costs, and determine the most advantageous way to fund projects.



MAJOR INITIATIVES

Economic development along University Avenue will continue to change
the skyline of downtown Provo with the announcement of two major
projects. The new nine-story Zion’s Bank Financial Center, along with the
nine-story University Tower project, will bring a combination of
professional office space, retail space, upscale condominiums, and a
renewed look to the area that will bring more people and business to the
downtown area. The Zion’s Bank project is now under construction and
will be completed in the early spring of 2010.

The Provo City Airport will see some major changes starting spring of
2009. Provo City and Duncan Aviation announced a major development
at the airport. Duncan Aviation, an international corporate jet aircraft
maintenance operation, will start construction of a multi- phased project
that will bring over 650 jobs to the airport in the next 10 years.

Work continues on the Southgate Retail Center located on the west portion
of the East Bay Golf Course. This project is scheduled to begin
construction in 2009 with an opening in 2010. This project will have over
a half million square feet of retail shops and office space. The Southgate
Retail Center will provide many of the retail services that are presently
lacking in our community, such as stand alone home electronics, sporting
goods, a pet store and soft goods home improvements. The Southgate
Retail Center will also continue to strengthen the retail drawing power of
the adjacent Provo Town Center Mall and East Bay Retail Center.

The Mountain Vista Business Park is the largest single-owner parcel of
land in Provo which will allow the mixed-use development of light
industrial, retail, and office uses. With major utility and infrastructure
improvements completed within the last few years, this investment is
already reaping dividends with the expansion/relocation of the Action
Target facility as the first new owner/user of the business park. This
130,000 square foot, state-of-the-art facility is almost triple the size of the
previous location. This is a good demonstration of the public sector
involvement to encourage private investment in new facilities and job
creation.

The Covey Center for the Arts opened this year. The project involved a
tremendous amount of fund raising efforts by the Arts Council, Provo
Foundation Board, City Administration and staff and volunteers. We are
pleased to announce the project is close to being fully funded with
approximately half of the cost being raised through personal and corporate
donations.



Remodeling projects this year included the Justice Court building
(formerly Wells Fargo building located at 310 West Center Street) and
Fire Station Number One (south east section of the City Center) that now
houses the Community Development Department and Fire Department
apparatus and personnel. Community Development now has much more
convenient access for the public and has more room to house its
employees.

The 4800 North Interchange was completed this year. The new
interchange will allow increased traffic flow both north and south and help
establish a needed east/west corridor in the city.

Other projects completed during this fiscal year include a new Airport Fire
Station/Administration office, new T-Hangers at the airport, and a new
warehouse for the Public Works department.

FINANCIAL INFORMATION, MANAGEMENT AND CONTROL
Pension and Other Post-Employment Benefits

The City of Provo participates in the Utah Retirement System (URS). The
system is governed by the respective sections of Chapter 49 of the Utah
State Code Annotated 1953. The URS administers the following separate
retirement systems in which the City of Provo participates: the Local
Governmental Contributory Retirement System, the Local Governmental
Noncontributory Retirement System, the Public Safety Retirement System,
and the Firefighters Retirement System.

The City of Provo also provides post-retirement health care and life
insurance benefits, in accordance with City of Provo policy, to all
employees who retire from the City of Provo upon completing the
requirements for the retirement plan participated in as stated above.

Cash Management

The City of Provo Treasurer focuses on safety, liquidity and yield of
investments. The highest priority of cash management and investments is
to ensure adequate funds are available to meet the City of Provo’s
obligations and all investments are in safe instruments. Yield, while
important, is considered in third priority after safety and liquidity. The
City of Provo utilizes "sweep accounts" with its bank to ensure bank
deposited funds earn interest rather than remain in non-interest bearing
checking accounts. The City of Provo invests almost all operating cash in
the State Investment Pool operated by the State of Utah for the benefit of
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Utah local governments. The state pool invests in accordance with the
Utah Money Management Act. Bond proceeds, debt service monies, debt
service reserves, etc. are invested according to the bond covenants of each
issue.

Risk Management

The City of Provo is exposed to a variety of accidental losses and has
established a risk management strategy that attempts to minimize losses
and the carrying cost of insurance. Risk control techniques have been
established to reasonably assure City of Provo employees are aware of
their responsibilities regarding loss exposures related to their duties. In a
similar manner, risk control techniques have been established to reduce
possible losses to property owned or under the control of the City of
Provo. Furthermore, supervisory personnel are held responsible for
monitoring risk control techniques on an operational basis.

The primary technique used for risk financing is the purchase of insurance
policies from commercial insurers that include a large deductible amount.
The use of a large deductible clause reduces the cost of the insurance.
However, should losses occur, the portion of the uninsured loss is not
expected to be significant with respect to the financial position of the City
of Provo.

The City of Provo is actively involved in funding a self-insured retention
(SIR) account to pay for any deductibles associated with insurance claims.
The City of Provo's policy is to maintain a minimum SIR balance of
$750,000. As a result of a claim expected to be paid in fiscal 2009 an
accrual was made which brings the SIR balance below $750,000. The City
will take actions in fiscal 2009 to bring the balance back to equal or
exceed $750,000.

AWARDS AND ACKNOWLEDGMENTS

The Government Finance Officers Association (GFOA) of the United
States and Canada awarded a Certificate of Achievement for Excellence in
Financial Reporting to Provo City Corporation for its CAFR for the fiscal
year ended June 30, 2007. The Certificate of Achievement is a prestigious
national award and recognizes conformance with the highest standards for
preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit
must publish an easily readable and efficiently organized Comprehensive
Annual Financial Report, with contents conforming to program standards.
Such CAFR must satisfy both Generally Accepted Accounting Principles
and applicable legal requirements.
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A Certificate of Achievement is valid for a period of one year only. The
City has received a Certificate of Achievement for the last several years.
We believe our current report continues to meet the Certificate of
Achievement program requirements, and is being submitted to GFOA to
determine its eligibility for another certificate.

The preparation of the Comprehensive Annual Financial Report on a
timely basis could not have been accomplished without the efforts and
dedication of the staff of the City of Provo, Department of Finance. I
would like to express my appreciation to my staff and other personnel
from various departments, agencies, and authorities who assisted in its
preparation.

Also, I would like to thank the Mayor and the Municipal Council for their
interest and support in planning and conducting the financial operations of

the City of Provo in a dedicated and responsible manner.

Respectfully submitted,

hn D. Borget
Director of Administrative Services
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Hansen, Bradshaw, Malmrose & Erickson
A Professional Corporation
CERTIFIED PUBLIC ACCOUNTANTS

559 West 500 South
Bountiful, Utah 84010
801-296-0200
Fax 801-296-1218

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Honorable Members of the City Council and Mayor
Provo City Corporation, Utah

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining
fund information of Provo City Corporation, Utah (the City), as of and for the year
ended June 30, 2008, which collectively comprise the City’s basic financial
statements as listed in the table of contents. These financial statements are the
responsibility of the City’s management. Our responsibility is 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 basic financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the basic financial statements. An audit
also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall basic 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 Provo City Corporation, Utah, as of June 30, 2008, and the respective
changes in financial position and cash flows, where applicable, thereof and the
respective budgetary comparison for the general fund and the major special revenue
fund 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
dated November 6, 2008, on our consideration of the City’s internal control over
financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That
report 1s an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.
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The Management’s Discussion and Analysis on pages 21-30, is supplementary
information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and
presentation of the supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial
statements that collectively comprise the City’s basic financial statements. The
introductory section, combining and individual nonmajor fund financial statements,
budgetary comparison information, and statistical tables are presented for purposes
of additional analysis and are not a required part of the basic financial statements.
The combining and individual nonmajor fund financial statements and budgetary
comparison information have been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, are fairly stated in all
material respects in relation to the basic financial statements taken as a whole. The
introductory section and statistical tables have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we
express no opinion on them.

/4/ ongen, 5,’51/9/&0{ ﬂ?a//ﬁ/&}& é Ef}c/@a/\/ pe.

November 6, 2008
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Provo City Corporation (the “City”), we offer readers of the City’s
financial statements this narrative overview and analysis of the financial activities for the
year ended June 30, 2008. The Management’s Discussion and Analysis (MD&A) is
designed to provide an overview of the City’s financial activity. It is also intended to
assist the reader in focusing on significant financial issues including identifying changes
in the City’s financial position (its ability to address the next and subsequent years
challenges), identifying any material deviations from the approved budget, and
identifying individual fund issues or concerns. Please read the MD&A in conjunction
with the Transmittal Letter and the City’s financial statements.

HIGHLIGHTS

Financial Highlights

The City’s net assets increased by $6,796,543. The governmental net assets increased by
$10,666,420 and the business-type net assets decreased by $3,869,877.

At the close of the current fiscal year, the assets of the City exceeded its liabilities by
$509,314,935. Of this amount, $68,996,770 (unrestricted net assets) may be used to meet
the government’s ongoing obligations to citizens and creditors.

As of the close of the current fiscal year, the City’s governmental funds (reflected on a
current financial resource basis) reported combined ending fund balances of $33,391,807,
a decrease of $4,041,214 in comparison with the prior year. This change is primarily due
to a decrease in revenues ($66.2 million in 2007 vs. $62.5 million in 2008).

The General Fund (the primary operating fund), also reflected on a current financial
resource basis, reported a decrease of $2,093,684 in fund balance. This change is due to a
transfer of funds to the capital improvement fund.

At the end of the current fiscal year, unreserved fund balance for the general fund was
$6,934,549 (or 15 percent) of total general fund budgeted revenue.

USING THIS ANNUAL REPORT

The financial statements focus on both the City as a whole in the government-wide
statements, and on the major individual funds in the fund financial statements. (An
explanation of major and nonmajor funds can be found in the note 1 of the financial
statements of this report). Both perspectives allow the user to address relevant questions,
broaden a basis for comparison (year-to-year or government-to-government) and enhance
the City’s accountability.
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Government-Wide Financial Statements

There are two basic statements in the government-wide financial statements: the
statement of net assets and the statement of activities. These statements report
information about the City as a whole using accounting methods similar to the full
accrual method used by private sector companies. These statements also provide both
long-term and short-term information about the overall financial status of the City.

The statement of net assets presents information on all assets and liabilities of the City.
The difference between the two is reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the financial position of
the City is improving or deteriorating.

The statement of activities presents information showing how the net assets of the
government changed during the most recent fiscal year. All changes in net assets are
reported as soon as the underlying event giving rise to the change occurs, regardless of
the timing of the 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.

These changes are presented separately for each of the government’s functional activities,
(e.g., general government, public safety, and public works).

The government-wide financial statements are divided into two categories: governmental
activities and business-type activities. Most of the basic services of the City are included
in the governmental activities. This category includes services such as the police, fire,
streets, parks divisions and general administration. Sales and use taxes, property taxes,
and state and federal grants finance most of these activities. The business-type activities
are similar to private sector type operations where the City charges fees to customers to
cover all or most of the cost of the services provided. These services include the City’s
water, wastewater, airport, telecommunications, sanitation, storm drain, golf course and
electric operations. Because internal service funds predominantly benefit governmental
rather than business-type functions, they have been included within governmental
activities in the government-wide financial statements.

Fund Financial Statements

The fund financial statements provide more detailed information about the City’s most
significant funds, not the City as a whole. 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. Some funds are required by State law or by bond covenants, while other
funds are established by the Municipal Council to manage money for a particular
purpose. All of the funds of the City can be divided into two categories: governmental
funds and proprietary funds.

There are two basic financial statements presented for governmental funds: the balance
sheet and the statement of revenues, expenditures, and changes in fund balances. There is
also a statement of revenues, expenditures, and changes in fund balances — budget to
actual for the general fund and the special revenue funds. Governmental funds are used
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to account for essentially the same functions reported as governmental activities in the
government-wide financial statements. However, the 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. To facilitate the
comparison between governmental funds and governmental activities, both the balance
sheet and the statement of revenues, expenditures, and changes in fund balances provide
a reconciliation to the government-wide statements.

There are three basic financial statements for proprietary funds: the statement of net
assets; the statement of revenues, expenses, and changes in net assets; and the statement
of cash flows. The City maintains two types of proprietary funds: enterprise funds and
internal service funds.

Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. However, they provide more
detail and additional information, such as a statement of cash flows.

Internal Service Funds are used to report activities that result in the accumulation and
allocation of costs of supplies and services provided and used internally among the City’s
various functions. The City uses internal service funds to account for employee benefits,
insurance and claims, vehicle management and facility services. As mentioned above,
internal service funds are included in the governmental activities in the government-wide
statements.

The notes provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found on pages 47-101 of this report.

Other information

In addition to the basic financial statements and accompanying notes, this report also
presents supplementary information. Supplementary information, including the
combining statements referred to earlier in connection with nonmajor governmental funds
and internal service funds, can be found on pages 102-142 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

The following analysis examines the factors that affect the net assets (Table 1) and the
changes in net assets (Table 2) of both the governmental and the business-type activities.

Net Assets

By far the largest portion of the City’s total assets (81 percent) reflect its investment in
capital assets (e.g., infrastructure, land, building, machinery and equipment). The City
uses these capital assets to provide services to citizens; consequently, these assets are not
available for future spending. The net asset section shows the amount the City has
invested in capital assets, less any related outstanding debt used to acquire those assets. It
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should be noted that since the capital assets themselves cannot be used to liquidate these
liabilities, the resources needed to repay this debt must be provided from other sources.

Table 1 - Net Assets

Governmental Business-type
activities activities Total
2008 2007 2008 2007 2008 2007
Current assets 63,881,673 $ 69,558,379 $ 32,618,637 $ 43,977,711 $ 96,500,310 $ 113,536,090
Capital assets 296,319,088 286,196,660 219,660,674 217,656,633 515,979,762 503,853,293
Other assets 19,914,720 17,153,126 3,981,069 4,653,475 23,895,789 21,806,601
Total assets 380,115,481 372,908,165 256,260,380 266,287,819 636,375,861 639,195,984
Current liabilities 25,364,307 25,095,920 12,894,698 14,696,545 38,259,005 39,792,465
Long-term liabilities 27,048,013 30,775,504 61,753,908 66,109,622 88,801,921 96,885,126
Total liabilities 52,412,320 55,871,424 74,648,606 80,806,167 127,060,926 136,677,591
Net assets:
Invested in capital assets,
net of related debt 270,953,693 259,505,332 156,163,055 151,084,245 427,116,748 410,589,577
Restricted 5,519,576 8,561,167 7,681,841 8,723,306 13,201,417 17,284,473
Unrestricted 51,229,892 48,970,242 17,766,878 25,674,100 68,996,770 74,644,342
Total net assets 327,703,161 $ 317,036,741 $ 181,611,774 $ 185481651 $ 509,314,935 $ 502,518,392
At the end of the current fiscal year, the City is able to report positive balances in all
three categories of net assets, (Invested in capital assets, net of related debt, Restricted
and Unrestricted) both for the government as a whole and for its separate governmental
and business-type activities.
Changes in Net Assets
.. Revenues by Source-
Governmental Activities Governmental Activities
As shown below in Table 2 — Changes in Net Assets,
governmental activities increased the City’s net assets by
$10,666,420. The primary elements of this change are as
follows. Sales Tax
Op. Grants_~ C Srants 205
In the governmental activities, sales and use taxes are the e
single greatest source of revenue for the City. In the Charges for
current fiscal year, about one-fourth (26.9 percent) of the servics Property Tax
City’s revenues from governmental activities came from e
sales and use tax. 95%”  Franchise Other Taxes
12.0% 18%
Another 17.1 percent of the City’s revenue is derived from
property taxes.
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Table 2 - Changes in Net Assets

Governmental Business-type
Activities Activities Total
Revenues
2008 2007 2008 2007 2008 2007
Progam revenues:
Charges for services $ 7,885,013 $ 9,298,370 $ 65,860,257 $ 69,360,692 $ 73,745270 $ 78,659,062
Operating grants and
contributions 9,255,098 8,909,223 576,388 1,987,468 9,831,486 10,896,691
Capital grants and
contributions 4,027,075 9,945,922 474,700 1,531,162 4,501,775 11,477,084
General revenues:
Property taxes 11,101,961 11,644,404 0 11,101,961 11,644,404
Other taxes 26,225,745 26,122,162 0 26,225,745 26,122,162
Other 6,154,292 7,848,453 5,661,081 6,259,163 11,815,373 14,107,616
Total revenues 64,649,184 73,768,534 72,572,426 79,138,485 137,221,610 152,907,019
Expenses:
General government 16,838,293 13,757,896 16,838,293 13,757,896
Public safety 22,048,973 20,807,099 22,048,973 20,807,099
Public services 6,230,865 5,685,642 6,230,865 5,685,642
Community revitalization 2,470,576 3,793,944 2,470,576 3,793,944
Culture and recreation 11,049,923 9,626,041 11,049,923 9,626,041
Interest on long-term debt 1,353,669 1,449,204 1,353,669 1,449,204
Golf course 0 1,166,414 1,171,111 1,166,414 1,171,111
Water 0 5,663,140 5,110,395 5,663,140 5,110,395
Sewer 0 3,985,857 3,820,299 3,985,857 3,820,299
Energy 0 45,436,747 43,523,179 45,436,747 43,523,179
Airport 0 1,911,446 2,707,682 1,911,446 2,707,682
Sanitation 0 2,995,924 2,710,049 2,995,924 2,710,049
Storm drain 0 1,909,129 1,471,205 1,909,129 1,471,205
Telecommunications 0 7,364,111 5,633,474 7,364,111 5,633,474
Total expenses 59,992,299 55,119,826 70,432,768 66,147,394 130,425,067 121,267,220
Increase in net assets before
transfers 4,656,885 18,648,708 2,139,658 12,991,091 6,796,543 31,639,799
Transfers 6,009,535 4,889,399 (6,009,535) (4,889,399) 0 0
Change in net assets 10,666,420 23,538,107 (3,869,877) 8,101,692 6,796,543 31,639,799
Net assets beginning
As originally stated 317,036,741 293,167,541 185,481,651 177,379,959 502,518,392 470,547,500
Prior period adjustment 0 331,093 0 0 0 331,093
Net assets beginning 317,036,741 293,498,634 185,481,651 177,379,959 502,518,392 470,878,593
Net assets ending $ 327,703,161 $ 317,036,741  $ 181,611,774  $ 185,481,651 $ 509,314,935 $ 502,518,392

From the prior fiscal year, the revenue from property and other taxes decreased $438,860,
or one (1) percent. The decrease is the result of lower property tax revenue.

The General Government category includes expenditures for the following departments;
Municipal Council, Mayor’s Office, Community Development, Economic Development,
Human Resource, Finance, Legal, Justice Court, Media Service, Information Systems and
Non-departmental.

The Public Services category includes Road Projects, Engineering and Streets. The
Public Safety category includes Police, Fire, and Emergency Response. The Community
Revitalization category includes all fund expenditures in the Commercial Rehabilitation,
Rental Rehabilitation, Community Development Block Grant, Housing Rehabilitation,
Tax Increment, Housing Consortium and the Provo Business Development Fund.

As reported on the statement of activities in the government-wide statements, net cost of
services provided by governmental activities totaled $38,825,113.
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Net transfers between the governmental activities
to the business-type activities totaled $6,009,535.

Business-type Activities

Public Safety, which includes fire and
police, reports program expenses of
$22,048,973, while program revenues
were  $1,653,576 and grant
contributions were $573,156. The
result is a net cost of services for
Public Safety totaling $19,822,241.

The net amount of revenue and
expenses from Public Safety is 51% of
the total net cost of services provided
by the City for governmental activities.

Revenues by Sources-
Business-type Activities

Capital Impact fees

Grants & Investment 0.9%

0,
Cont. 2.0%
1.4%

Charges for
Services
89.9%

Business-type activities decreased the City’s net assets by $3,869,877. The primary
elements of this change are as follows.

For the business-type activities, program and general revenues were $2,139,658 greater
than expenses (before operating transfers). Transfers of $6,009,535 resulted in the

decrease of $3,869,877.

For business-type activities, 98 percent of the revenue came from charges for services.



FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

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

Governmental Funds

The focus of the City’s governmental funds is to provide information on near-term
inflows, outflows and balances of spendable resources. Such information is useful in
assessing the City’s financing requirements. In particular, unreserved fund balance may
serve as a useful measure of the City’s net resources available for spending at the end of
the fiscal year.

As of the end of the current fiscal year, the City’s governmental funds reported combined
ending fund balances of $33,391,807, a decrease of $4,041,214 from the prior year.

The unreserved fund balance in the general fund is $6,934,549. This amount represents
funds not designated for a specific purpose. The remainder of fund balance is reserved to
indicate that it is not available for new spending. This reserved amount represents funds
that are already committed to liquidate contracts and purchase orders of the prior period,
pay debt, or a variety of other restricted purposes.

Proprietary Funds

The City’s proprietary fund statements use basically the same accounting methods (full
accrual) as those used in the government-wide statements. Because the accounting
methods are similar, both statements provide the same types of information. However,
the fund financial statements do present more detailed information about individual
proprietary funds. The internal service funds primarily benefit the governmental funds.
Therefore, the internal service funds revenues that exceed expenses are eliminated in the
government-wide statements. The activity of the internal service funds is grouped with
the governmental funds on the government wide statements.

The Energy Department generates 70 percent of the Program Revenues (before operating
transfers) for business-type activities.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

The City’s investment in capital assets (Table 3) for its governmental and business-type
activities as of June 30, 2008 and 2007 amounts to $515,979,762 and $503,853,293,
respectively, (net of accumulated depreciation). The investment in capital assets includes
land, buildings and systems, improvements, machinery and equipment, park facilities,
library collection, roads, highways, sidewalks, bridges and construction in progress.
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Table 3 — Capital Assets

Governmental Business-type
Activities Activities Total
2008 2007 2008 2007 2008 2007
Land $ 163,757,899 $ 160,127,411 $ 40,910,601 $ 38921569 $ 204,668,500 $ 199,048,980
Land easement 200,983 200,983 0 0 200,983 200,983
Water stock 0 0 2,420,927 2,420,927 2,420,927 2,420,927
Machinery and equipment 10,984,509 9,728,879 19,014,826 16,355,387 29,999,335 26,084,266
Library collection 908,893 1,482,030 0 0 908,893 1,482,030
Buildings 43,948,804 36,331,107 32,976,370 32,582,641 76,925,174 68,913,748
Land improvements 9,134,169 3,156,758 18,888,330 20,186,320 28,022,499 23,343,078
Infrastructure 66,742,368 55,119,793 104,770,203 102,473,770 171,512,571 157,593,562
Construction in progress 641,463 20,049,699 679,417 4,716,020 1,320,880 24,765,719

$ 296,319,088 $ 286,196,660 $ 219,660,674 $ 217,656,633 $ 515979,762 $ 503,853,293

The total increase in the City’s investment in capital assets for the current fiscal year was
$12,126,468 (net of accumulated depreciation). The capital assets in governmental
activities increased $10,122,428 (net of accumulated depreciation). The capital assets in
business-type activities increased $2,004,041 (net of accumulated depreciation).

Major capital asset events during the current fiscal year included the following:
Business-type Activities

Golf Course Improvements $ 499,968
Water distribution systems improvements 1,100,835
Sewer Lines distribution improvements 735,958
3700 North Equipment 370,715
Water Warehouse Building 237,211
Influent Pump Statation bldg & Equipment 315,117
Airport T Hangers 466,467
Airport Fire Station 801,687
Airport Land Purchase 1,989,032
Energy upgrades & new development 2,908,995
Columbia Storm Drain 619,449
Telecom new development 1,623,803

Total $ 11,669,237

Governmental Activities

Land transactions $ 3,630,488
4800 North Connection 849,399
Library collection 347,509
New vehicles 3,923,353
Seismic and ADA Bldg Improvements 622,895
Covey Centery for the Arts 958,881
Sherwood Hills Park 1,420,378
Roads 11,490,476
Sidewalks 982,419

Total $ 24,225,799
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Additional information on the City’s capital assets can be found in Note 4 of this report.

Long-term Debt

At the end of the 2008 fiscal year, the City had long-term debt (Table 4) totaling
$96,663,371. The bonded debt outstanding was $84,643,636. Of this amount,
$16,286,516 is general obligation debt backed by the full faith and credit of the
government. The remainder of the City’s bonded debt, in the amount of $68,357,120,
represents bonds secured solely by specified revenue sources, i.e., revenue bonds.

Long-term debt also includes capital leases in the amount of $2,437,669, notes payable
with an ending balance of $3,725,829, and $5,856,237 of accrued compensated absences.

State statutes limit the amount of general obligation debt a governmental entity may issue
up to four percent of its total assessed valuation. The current debt limitation for the City
is $259,115,000, which is significantly in excess of the City’s outstanding general
obligation debt of $16,286,515. (Detailed information in Statistical section-Legal Debt
Margin). More detailed information regarding long-term debt can be found in Note 7.

Table 4 — Long-term Debt

Totals
Governmental: 2008 2007
General Obligation Bonds $ 16,286,516 $ 18,407,052
Revenue Bonds 3,748,710 4,296,064
Notes Payable 3,725,829 5,133,705
Capital Leases 2,437,669 2,691,165
Accrued Compensated Absences 4,104,236 4,116,422
Total governmental 30,302,960 34,644,408
Business-type
Revenue Bonds 64,608,410 68,998,789
Capital Leases 0 9,944
Accrued Compensated Absences 1,752,001 1,701,807
Total Business-type 66,360,411 70,710,540
Total $ 96,663,371 $ 105,354,948

BUDGETARY HIGHLIGHTS
General Fund Budgetary Highlights

The following is a brief review of significant budgeting changes from the original to the
final budget for the major governmental funds:

+ Resolution transferring $542,428 into the Economic/Community Development
Investment Land fund for future land purchases
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« Resolution transferring $240,000 to the General CIP Fund to purchase land to finish
the Joaquin Neighborhood Park

« Resolution transferring $190,438 to the General CIP Fund for Council remodel

« Transfer $200,000 to the Parks and Recreation CIP Fund to purchase/install
ultraviolet treatment system for Provo swimming pools

« The Economic Development Department received an appropriation of $160,000 for
support of the Downtown Alliance

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET RATES

When preparing the City’s budget for the 2008 fiscal year, there were several economic
factors and trends taken into consideration. Elements of the budget process include
projecting inflation, and the impact the national economy has on local economic growth.
The state and local economy realized strong growth throughout the fiscal year ending
June 30, 2008. The state and local unemployment rate was lower than the national rate.
These and other factors were considered in the City’s budget for the 2008-2009 fiscal
year.

REQUESTS FOR INFORMATION

The financial report is designed to present users (citizens, taxpayers, customers, investors
and creditors) with a general overview of the City’s finances and to demonstrate the
City’s accountability. Questions concerning any of the information provided in this
report or request for additional financial information should be addressed to the Provo
City Finance Office, attention Assistant Finance Director, 351 West Center Street, Provo,
Utah, 84601.
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PROVO CITY CORPORATION

STATEMENT OF NET ASSETS
As of June 30, 2008
Governmental  Business-type
Activities Activities Total
Assets
Current Assets:
Cash $21,967,992 $13,412,564 $35,380,556
Restricted cash 21,970,963 11,134,319 33,105,282
Accounts receivable 16,097,843 9,036,171 25,134,014
Inventory 129,437 2,143,521 2,272,958
Prepaids 13,500 0 13,500
Internal balances 3,701,938 (3,701,938) 0
Notes receivable 0 594,000 594,000
Total Current Assets 63,881,673 32,618,637 96,500,310
Noncurrent Assets:
Capital Assets:
Non Depreciable 164,600,344 44,010,945 208,611,289
Depreciable assets (net of depreciation) 131,718,744 175,649,729 307,368,473
Total Capital Assets 296,319,088 219,660,674 515,979,762
Other Assets:
Notes receivable 17,068,219 3,001,000 20,069,219
Goodwill 0 980,069 980,069
Other 2,846,501 0 2,846,501
Total Other Assets 19,914,720 3,981,069 23,895,789
Total Noncurrent Assets 316,233,808 223,641,743 539,875,551
Total Assets $380,115,481 $256,260,380 $636,375,861
Liabilities and Net Assets
Liabilities:
Current Liabilities:
Accounts payable $3,459,022 $976,109 $4,435,131
Accrued liabilities 4,416,121 4,090,509 8,506,630
Accrued interest payable 453,762 884,173 1,337,935
Customer deposits 3,768,866 2,160,308 5,929,174
Unearned revenue 26,367 0 26,367
Deferred revenue 9,496,398 0 9,496,398
Accrued compensated absences 205,208 87,599 292,807
Bonds, loans and leases payable 3,538,563 4,696,000 8,234,563
Total Current Liabilities 25,364,307 12,894,698 38,259,005
Long-term Liabilities:
Accrued compensated absences 3,899,028 1,664,402 5,563,430
Net OPEB payable 488,824 177,096 665,920
Lease payable 2,173,839 0 2,173,839
Notes payable 3,291,096 0 3,291,096
Bonds payable 17,195,226 59,912,410 77,107,636
Total Long-term Liabilities 27,048,013 61,753,908 88,801,921
Total Liabilities 52,412,320 74,648,606 127,060,926
Net Assets
Invested in capital assets, net of related debt 270,953,693 156,163,055 427,116,748
Restricted for:
Capital projects 4,183,215 3,308,050 7,491,265
Debt service 1,336,361 4,373,791 5,710,152
Unrestricted 51,229,892 17,766,878 68,996,770
Total Net Assets 327,703,161 181,611,774 509,314,935
Total Liabilities and Net Assets $380,115,481 $256,260,380 $636,375,861

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

See the accompanying independent auditors' report.



PROVO CITY CORPORATION
Statement of Activities
For the fiscal year ended June 30, 2008

Net (Expense) Revenue and

Program Revenues Changes in Net Assets

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

See the accompanying independent auditors' report.
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Operating Capital Primary Government
Charges for Grants and Grants and Governmental  Business-type
Functions/Programs Expenses Services Contributions _ Contributions Activities Activities Total
Governmental activities:
General government $16,838,293 $3,988,956 $4,080,449 $0 ($8,768,888) $0 ($8,768,888)
Public safety 22,048,973 1,653,576 573,156 0 (19,822,241) 0 (19,822,241)
Public services 6,230,865 550 0 4,027,075 (2,203,240) 0 (2,203,240)
Community revitalization 2,470,576 637,847 4,384,499 4} 2,551,770 0 2,551,770
Culture and recreation 11,049,923 1,604,084 216,994 0 (9,228,845) 0 (9,228,845)
Interest on long-term debt 1,353,669 0 0 4] (1,353,669) 0 (1,353,669)
Total govermental activities 59,992,299 7,885,013 9,255,098 4,027,075 (38,825,113) 0 (38,825,113)
Business-type activites:
Golf course 1,166,414 544,880 0 0 0 (621,534) (621,534)
Water 5,663,140 6,289,036 0 115,932 0 741,828 741,828
Sewer 3,985,857 5,030,714 0 358,768 0 1,403,625 1,403,625
Energy 45,436,747 45,955,835 0 0 0 519,088 519,088
Airport 1,911,446 184,416 576,388 0 0 (1,150,642) (1,150,642)
Sanitation 2,995,924 2,979,286 0 0 0 (16,638) (16,638)
Storm drain 1,909,129 1,970,135 0 0 0 61,006 61,006
Telecommunications 7,364,111 2,905,955 0 0 0 (4,458,156) (4,458,156)
Total business-type activities 70,432,768 65,860,257 576,388 474,700 0 (3,521,423 (3,521,423)
Total primary government $130,425,067 $73,745,270 $9,831,486 $4,501,775 (38,825,113) (3,521,423) (42,346,536)
General revenues:
Taxes:
Property 11,101,961 0 11,101,961
Vehicle 1,194,235 0 1,194,235
Sales 17,408,839 0 17,408,839
Franchise 7,622,671 0 7,622,671
Investment earnings 2,112,324 1,437,534 3,549,858
Miscellaneous 4,041,968 4,223,547 8,265,515
Transfers 6,009,535 (6,009,535) 0
Total general revenues and transfers 49,491,533 (348,454) 49,143,079
Change in net assets 10,666,420 (3,869,877) 6,796,543
Net assets-beginning 317,036,741 185,481,651 502,518,392
Net assets-ending $327,703,161  $181,611,774  $509,314,935
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PROVO CITY CORPORATION

Balance sheet
Governmental Funds

As of June 30, 2008
Governmental Fund Types

Other Total
Housing Governmental ~ Governmental
General Consortium Funds Funds
Assets:
Cash $6,623,531 $0 $6,989,410 $13,612,941
Restricted cash 6,163,173 1,002,826 14,804,964 21,970,963
Accounts receivable 9,467,963 36,045 6,551,898 16,055,906
Inventory 3,168 0 0 3,168
Prepaids 0 0 13,500 13,500
Loans receivable 0 11,525,237 4,527,474 16,052,711
Note Receivable 0 0 60,000 60,000
Investment in land 0 0 1,975,438 1,975,438
Due from other funds 500,434 0 2,012,815 2,513,249
Total assets $22,758,269 $12,564,108 $36,935,499 $72,257,876
Liabilities and Fund balances
Liabilities:
Accounts payable $738,618 $33,287 $2,123,787 $2,895,692
Customer deposits 3,752,035 0 16,831 3,768,866
Unearned revenue 0 0 26,367 26,367
Deferred revenue 4,459,271 11,525,237 10,343,483 26,327,991
Accrued liabilities 1,288,359 0 237,327 1,525,686
Due to other funds 1,755,288 0 2,566,179 4,321,467
Total liabilities 11,993,571 11,558,524 15,313,974 38,866,069
Fund balances
Fund Balance:
Restricted for:
B&C road funds 1,760,767 0 0 1,760,767
911 dispatch funds 890,972 0 0 890,972
Reserved for:
Reserve for projects 0 0 2,205,555 2,205,555
Reserve for encumbrances 1,178,410 0 1,272,943 2,451,353
Reserve for investment in land 1,975,438 1,975,438
Unreserved, reported in:
General fund 6,934,549 0 0 6,934,549
Special revenue funds 0 1,005,584 1,889,417 2,895,001
Debt service funds 0 0 5,221,595 5,221,595
Capital projects funds 0 0 9,056,577 9,056,577
Total fund balances 10,764,698 1,005,584 21,621,525 33,391,807
Total liabilities and fund balances $22,758,269 $12,564,108 $36,935,499 $72,257,876

The notes to the financial statements are an integral part of this statement.
See the accompanying independent auditors' report.
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PROVO CITY CORPORATION
Reconciliation of the Balance Sheets of Governmental Funds
to the Statement of Net Assets
As of June 30, 2008

Total Fund balance $33,391,807
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 fund statements. (see note 17) 286,796,453

Note receivable is recorded on the entity-wide
statements and not reported on the fund statements. 1,846,134

Accrued interest is recorded in the entity-wide statements
but not reported in the fund statements. (332,424)

Internal service funds are used by management to charge the

costs of certain activities, such as insurance, maintenance,

vehicles and employee benefits to individual funds. The assets

and liabilities of the internal service funds are included in the

governmental activities in the statement of net assets. 18,108,840

The governmental funds cumulative allocation of the internal service
funds net loss based on use of service are included in the entity-wide
statements. (719,506)

Deferred revenue was reported in the funds to offset loan

receivables. In the governmental activites, no expense or

revenue is recorded when a loan is made or paid off leaving

no deferred revenue liability associated with the

loan receivable. 16,831,592

Accrued compensated absences are not due and payable
in the current period and are not reported in the
funds. (see note 17) (3,987,928)

Net OPEB( Other post employment benefits) liability reported in the (470,752)
governmental activities and not in the fund statements.

Long-term liabilities, including bonds payable are not due
and payable in the current period and are not

reported in the funds. (see note 17) (23,761,055)
Net assets of governmental activities $327,703,161

35



Revenues:

Taxes
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Impact fees
Interest income
Loan principal repayments
Loan interest repayments
Lease income
Miscellaneous

Total revenues

Expenditures:

Current:
General government
Public safety
Public services
Culture and recreation
Community revitalization

Total current expenditures

Debt service:
Interest expense
Rent/Lease
Principal on debt
Interest - interfund
Service fees on debt
Total debt service

Capital outlay:
Capital outlay
Total expenditures

Excess (deficiency) of revenues over (under)

expenditures

Other financing sources (uses):

Transfers from other funds
Transfers to other funds
Proceeds from land sales

Total other financing sources (uses)
Net change in fund balances

Fund balance at beginning of year

Fund balance at end of year

PROVO CITY CORPORATION
Statement of Revenues, Expenditures and

Changes in Fund Balances
Governmental Funds

For the year ended June 30, 2008

Other Total
Housing Governmental Governmental

General Consortium Funds Funds
$29,378,708 $0 $7,948,998 $37,327,706
1,031,714 0 0 1,031,714
4,094,566 2,566,021 2,594,511 9,255,098
3,344,256 0 691,273 4,035,529
1,609,462 0 0 1,609,462
0 0 483,824 483,824
706,411 23,496 1,065,331 1,795,238
34,812 589,507 395,505 1,019,824
0 25,870 38,987 64,857
0 0 726,434 726,434
2,546,630 0 2,383,491 4,930,121
42,746,559 3,204,894 16,328,354 62,279,807
10,099,332 0 941 10,100,273
21,220,250 0 0 21,220,250
3,178,058 0 0 3,178,058
7,039,954 0 4,695,293 11,735,247
2,252,991 3,248,540 3,998,252 9,499,783
43,790,585 3,248,540 8,694,486 55,733,611
55,751 0 1,354,509 1,410,260
116,000 0 98,224 214,224
0 0 4,130,483 4,130,483
0 0 194,196 194,196
0 0 12,805 12,805
171,751 0 5,790,217 5,961,968
2,904,726 0 7,416,610 10,321,336
46,867,062 3,248,540 21,901,313 72,016,915
(4,120,503) (43,646) (5,572,959) (9,737,108)
9,768,407 0 11,781,366 21,549,773
(7,788,075) 0 (8,436,771) (16,224,846)
46,487 0 324,480 370,967
2,026,819 0 3,669,075 5,695,894
(2,093,684) (43,646) (11,903,884) (4,041,214)
12,858,382 1,049,230 23,525,409 37,433,021
$10,764,698 $1,005,584 $21,621,525 $33,391,807

The notes to the financial statements are an integral part of this statement.
See the accompanying independent auditors' report.
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PROVO CITY CORPORATION
Reconciliation of the Statement of Revenues
Expenditures, and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
For the year ended June 30, 2008

Net change in fund balances--total governmental funds (54,041,214)

Amounts reported for the governmental activities in the statements of activities are
different because (see note 17):

Governmental funds report capital outlays as expenditures. However, in the

Statement of Activities, the cost of these assets is allocated over the estimated

useful lives and reported as depreciation expense. This is the amount by

which capital outlays exceeded depreciation in the current period. 6,070,391

In the Statement of Activities, only the gain on the sale is reported, whereas

in the governmental funds, the proceeds from the sale increase financial

resources. Thus, the change in net assets differs from the change in fund balance

by the net cost of the assets sold. 462,810

Revenues in the statement of activities that do not provide current financial
resources are not reported in the fund statements. ( 155,520)

Loans to recipients and principal payments from recipients are recorded as an

expenditure and a revenue in the governmental funds. However, in the Statement

of Net Assets, loans and principal payments are recorded as an increase and

a decrease in the loan receivable. (582,169)

Infrastructure that is contributed from developers is reported as a general revenue
in the Statement of Activities, but is not in the fund statements. 4,024,238

OPEB (Other post employement benefits) expenses recorded in governmental activities
and not in the fund statements. (470,752)

Debt proceeds provide current financial resources to governmental funds, but

issuing debt increases long-term liabilities in the Statement of Net Assets.

Repayment of principal on debt is an expenditure in the governmental funds, but the

repayment reduces long-term liabilities in the Statement of Net Assets. This is the

amount by which repayments exceed proceeds. 4,191,574

The governmental funds allocation of the internal service funds
net loss is based on use of service included in the entity-wide
statements. 136,322

Internal service funds are used by management to charge the costs of certain

activities, such as insurance, maintenance, vehicles and employee benefits to

individual funds. The net revenue (expense) associated with the internal service

funds is reported with governmental activities 1,030,740

Change in net assets of governmental activities. $10,666,420

The notes to the financial statements are an integral part of this statement.
See the accompanying independent auditors' report.
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Revenues:

Taxes
Licenses and permits
Intergovernmental
Charges for services
Fine and forfeitures
Interest income
Loan principal repayments
Miscellaneous

Total revenues

Expenditures:

Mayor's office

Municipal Council

Personnel

Finance

Legal

Community development

Economic development

Information systems

Nondepartmental

Police

Fire

Streets

Engineering

Parks & recreation
Total expenditures

Excess (deficiency) of revenues over (under)

expenditures

Other financing sources (uses):

Transfers from other funds
Transfers to other funds
Proceeds from Land Sales

Total other financing sources (uses)

Net change in fund balance

Fund balance at beginning of year

Fund balance at end of year

The notes to the financial statements are an integral part of this statement.
See the accompanying independent auditors' report.

PROYO CITY CORPORATION

General Fund

Budgetary Comparison Statement
For the year ended June 30, 2008

Variance with

Budgeted Amounts Actual Amounts Final Budget
Original Final
$30,201,420 $30,201,420 $29,378,708 ($822,712)
1,485,332 1,485,332 1,031,714 (453,618)
5,457,842 5,457,842 4,094,566 (1,363,276)
3,273,554 3,273,554 3,344,256 70,702
1,653,742 1,653,742 1,609,462 (44,280)
553,042 553,042 706,411 153,369
0 0 34,812 34,812
2,661,785 2,661,785 2,546,630 (115,155)
45,286,717 45,286,717 42,746,559 (2,540,158)
918,183 901,833 809,051 92,782
905,967 919,133 915,442 3,691
1,089,345 1,109,280 1,108,773 507
1,259,398 1,270,054 1,266,043 4,011
3,263,326 3,259,382 2,279,970 979,412
2,425.300 2,468,915 2,352,991 115,924
828,127 960,944 906,715 54,229
2,245,265 2,228,536 2,138,412 90,124
2,151,787 2,166,736 1,913,527 253,209
13,537,278 13,952,008 13,586,586 365,422
7,620,163 7,932,572 7,777,150 155,422
4,577,681 6,012,881 4,275,515 1,737,366
1,456,040 1,477,809 1,408,328 69,481
6,303,744 6,179,344 6,128,559 50,785
48,581,604 50,839,427 46,867,062 3,972,365
(3,294,887) (5,552,710) (4,120,503) 1,432,207
9,462,710 8,293,403 9,768,407 1,475,004
(5,812,306) (2,309,250) (7,788,075) (5,478,825)
0 0 46,487 46,487
3,650,404 5,984,153 2,026,819 (3,957,334)
$355,517 $431,443 (2,093,684) ($2,525,127)
12,858,382
$10,764,698
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PROVO CITY CORPORATION
Housing Consortium Fund
Budgetary Comparison Statement
For the year ended June 30, 2008

Variance with

Budgeted Amounts Actual Amounts Final Budget
Original Final
Revenues:
Intergovernmental $898,862 $898,862 $2,566,021 $1,667,159
Charges for services 903,103 903,103 0 (903,103)
Interest income 0 0 23,496 23,496
Loan principal repayments 500,000 500,000 589,507 89,507
Loan interest repayments 20,000 20,000 25,870 5,870
Total revenues 2,321,965 2,321,965 3,204,894 882,929
Expenditures:
Operating expenditures 0 3,581,087 3,248,540 332,547
Total expenditures 0 3,581,087 3,248,540 332,547
Excess (deficiency) of revenues over (under)
expenditures 2,321,965 (1,259,122) (43,646) 1,215476
Net change in fund balance $2,321,965 ($1,259,122) (43,646) $1,215476
Fund balance at beginning of year 1,049,230
Fund balance at end of year $1,005,584

The notes to the financial statements are an integral part of this statement.
See the accompanying independent auditors' report.
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