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This section provides general information on the government’s structure
and information useful in assessing the City’s financial condition.
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FINANCIAL SERVICES

November 28, 2008

Ta the Honorable Mayor, Members of the City Council and Citizens of the City of Tempe, Arizona:

The Comprehensive Annual Financial Report, including the Independent Auditors’ Report, for the fiscal year ended
June 30, 2008 is submitted in accordance with Article V of the City Charter for your review. Responsibility for the
accuracy and completeness of the presented data, including all disclosures, rests with management. To the best
of our knowledge and belief, this report is accurate in alt material respects and is presented in a manner designed
to fairly set forth the financial position and results of operations of the City. All disclosures necessary to enable the
reader to gain an understanding of the City's financial activities have been included.

This Comprehensive Annual Financial Report (CAFR) represents management's report to its governing body,
constituents, legislative and oversight bodies, investors and creditors, Copies of this report will be sent to elected
officials, City management personnel, bond rating agencies, Nationally Recognized Municipal Securities
Information Repositories, and other agencies that have expressed an interest in Tempe's financial condition.
Copies of this financial report will also be placed in the City library and on the City's web site at
http:/Awww.tempe.goviaccounting/ for use by the general public.

Management is responsible for establishing and maintaining an internal control structure designed to ensure
that the assets of the City are protected from loss, theft, or misuse and that adequate accounting data are
compiled to allow for the preparation of the basic financial statements in conformity with generally accepted
accounting principles (GAAP). The internal control structure is designed to provide reasonable, but not
absolute, assurance that these objectives are met. The concept of reasonable assurance recognizes that the
cost of a control should not exceed the benefits likely to be derived and the valuation of costs and benefits
requires estimates and judgments by managemsnt.

The accounting firm of Heinfeld, Meech & Co., P.C., an independent certified public accounting firm, performed
the City's annual financial statement audit. The auditors’ unqualified (“clean”) Independent Auditors’ Report on the
financial statements is included in the financial section of this report. The City's independent auditors also perform
the Single Audit of the City's federal grant programs. The single audit report is issued separately from this
financial report and is available upon request.

Generally Accepted Accounting Principles (GAAP) require that management provide a narrative introduction,
overview and analysis fo accompany the basic financial statements in the form of Management's Discussion and
Analysis (MD&A). This letter of transmittal is designed to complement the MD&A and should be read in
conjunction with it. The MD&A can be found immediately following the independent Auditors’ Report.




CITY OF TEMPE PROFILE

History - Tempe’s history dates back to 1867 when Mr. Charles T. Hayden, father of former U.S, Senator Carl
Hayden, constructed a cable ferry on the then uncontrollable waters of the Salt River. In 1871, Mr. Hayden and
four others organized the Hayden Miliing operations and related agriculturai enterprises. Soon after, the Town of
Hayden’s Ferry was founded. The name of the town was changed from Hayden's Ferry to Tempe in 1880 and

was incorporated in 1894.

Current. Profile - The boundaries of Tempe encompass an area approximately 40.1 square miles with an
estimated population of 167,000 residents. Tempe offers more than 330 days of sunshine each year with rainfall
amounts of approximately 7 inches a year. The City is located in Maricopa County, Arizona and is bordered by the
cities of Phoenix, Scottsdale, Mesa, Chandler and the Town of Guadalupe. Tempe is surrounded by five major
freeways and is only minutes away from Phoenix Sky Harbor Internationat Airport making it the most accessible

city in the metropolitan Phoenix area.

Government and Organization - On QOctober 19, 1984, the electors in accordance with Arizona State Law ratified
a Home Ruie City Charter. The City operates under a Council-Manager form of government. The Mayor is
elected for four years and six council members are elected at large on a non-partisan ballot for staggered four-
year terms. The City Council appeints the City Manager who has full responsibility for carrying out Council policies
and administering City operations. The City provides services as authorized by its charter including: public safety
(police, fire, building inspection), highways and sfreets, public transit, sanitation, water and wastewater,
cultural-recreational, community development and general administration. The Rio Salado Community Facilities
District is a separate component unit of the City and facilitates the development around Tempe Town Lake.

Budgetary Controls - The City maintains budgetary controls which are designed to ensure compliance with
budgetary and legal provisions embodied in the annually appropriated operating budget approved by the City
Council. Activities of the General Fund, Special Revenue Funds (except for the Grant and Court Awards),
General Obligation Debt Service Fund, and Proprietary Funds are included in the annually appropriated
operating budget. Project-length budgets are also prepared for the Capital Projects Funds. The level of budgetary
control (that is, the level at which expenditures cannot legally exceed the appropriated amount} is the total
operating budget, as adopted by the City Council. However, for budget administrative purposes, the City
maintains budgeting controls at department appropriation levels. In addition to maintaining budgetary control via a
formal appropriation, the City maintains an encumbrance accounting system. Encumbrances are made against
appropriations upon the issuance of a purchase order. Encumbered appropriations are carried forward at the end
of each fiscal year. As demonstrated by the statements and schedules included in the financial section of this
report, the City continues to meet its' responsibility for sound financial management.

LOCAL ECONOMY

In the General Fund, the fund in which most general governmental services are financed, the City of Tempe's
most significant revenue sources are derived from City sales taxes, stale-shared sales taxes and state-shared
income taxes. These three revenue sources contributed 68.2% of total General Fund revenues in fiscal year
2007-08. A downturn in the national economy impacted city and state-shared sales taxes for three fiscal years
beginning in fiscal year 2001-02. However, proactive redevelopment and planning resulted in a rebound of city
sales tax growth through fiscal year 2006-07. However, the impact of a recent downfurn in the regional housing
market has resulted in a slowing economy in the current fiscal year. State shared sales taxes are also following
the same trend due to a slowing state ecanomy.

Fiscal year 2007-08 saw decreases in tofal taxable sales (0.7%) and retail taxable sales (5.7%) when compared to
the prior year. Retail taxable sales comprise approximately 48.4% of total taxable sales. Actual local sales tax
revenue (including city sales, local bed, fransit and performing arts taxes) decreased by 1.4% over the prior fiscal
year. [t is expected that city sales tax will remain relatively weak over the next couple of fiscal years due to the
effects of the weakening state and national economy.




Both state-shared sales and income taxes are distributed based upon a municipality's percentage popuiation to
the State's total population. Like city sales taxes, these state shared revenues are projected to remain relatively
weak over the next two fiscal years. "In addition, a continued concern is the City's decrease in percentage
population to the state overall. Given the City’s landlocked status, significant population growth is not anticipated
for Tempe in the future when comparing Tempe to other valley cities. Although any adjustments to the revenue
distribution formuias generally occur only in decade and mid-decade censuses, any significant reduction in state-
shared revenues could have a major impact to the City.

Tempe’'s unemployment rate was 2.8% during the fiscal year which is below the recent high of 4.5% in fiscal year
2002-03. The City has also saw a 19.7% increase in secondary assessed valuation growth from the fiscal year
ended June 30, 2007 to the fiscal year ended June 30, 2008.

LONG-TERM FINANCIAL PLANNING

As part of the annual budget process, the City annually updates its Comprehensive Financial Plan. This
document serves as a basis for developing suggested budget policies for City Council consideration. This
effort is critical in identifying emerging economic challenges and adjusting priorities to meet those challenges.
In conjunction with the Comprehensive Financial Plan and as required by City Charter, a five-year capital
improvements program (CIP Budget) is developed and updated annually. This budget is also developed
simultaneously with the annual operating budget and identifies any operating impacts of the capital projects.

Anticipating relatively flat revenue growth coupled with projected expenditure growth, the City is currently
undergoing a process to examine the operations of the City with the goal of long-term financial sustainability.
As part of this process, staff is in the process of 1) developing a new and interactive financial policies model, 2)
examining pay and related benefits and 3) examining a comprehensive restructuring model to more efficiently
provide services. Because of Council adopted financial policies relative fo maintaining healthy fund balances,
any adjustments to future City operations can be made over the next two to three fiscal years.

Favorable bond ratings are due not enly to having a comprehensive budget process but also result from solid
fund balances, adequate reserves and adherence to the City's Debt Management Plan which links future debt
capacity to population, tax base growth and the current level of general operating revenue. The Debt
Management Plan is designed to limit General Governmental tax supported debt yet provide adequate capital

funding for Council approved projects.

The City Council has established a strong 25% reserve policy for the General Fund's unreserved fund balance
and continues to adhere to this policy. At June 30, 2008, the General Fund unreserved, undesignated fund
balance totaled $44.6 million. In addition to the 25% reserve policy, the City has designated financial reserves
to absorb other potential obligations. At June 30, 2008, the General Fund unreserved, designated fund balance
totaled $47.8 milion. Included in this amount are capital projects reserves ($9.1 million), other post
employment benefits reserves ($10.0 million), self-insurance reserves ($8.8 million), Rainy Day Reserves ($8.0
million) and other reserves ($11.9 million).

As described in Management's Discussion and Analysis included in this report, beginning with the current fiscal
year ended June 30, 2008, the City is now required to recognize unfunded costs related to its retiree health
benefit program. The Governmental Accounting Standards Board (GASB) issued Statement No. 45 which
requires governments to now recognize the cost of providing other postemployment benefits (OPEB) for
beneficiaries over their working life. As anticipated, the financial impact of complying with this reporting
requirement has caused the City to examine the benefits provided. Currently, the Mayor and Council has
directed staff to research and develop a new retiree health benefit plan that substantially lowers the OPEB
fiability while maintaining a benefit plan for the employees. It is anticipated that a new retiree health plan will be
adopted during fiscal year 2008-09 which will materially lower the future OPEB liability.




MAJOR INITIATIVES

The Light Rail project is now in the final phases of construction with planned, on-time completion scheduled for
December 2008. The cities of Tempe, Phoenix, Mesa and Glendale currently participate in a joint powers
agreement fo construct and operate the system. The cost of the initial 20-mile segment is estimated at $1.4 billion
with approximately 41% of the project being funded through a federal granf. Running from Phoenix, through
Tempe and into Mesa, a total of 5.5 miles of the initial segment will serve downtown Tempe, Arizona State
University and the Apache Boulevard area.

Kept within the shores of the normally dry Salt River by a series of inflatable dams, Tempe Town Lake provides
both recreational and business opportunities for residents and visitors. Approximately 60% of Town Lake is to be
privately developed with the remainder set aside for parks, open space and wildlife habitat.

Tempa is also home to Arizona State University, the largest educational institution in Arizona and one of the
largest in the United States. ASU has almost 53,000 students at the local campus and is the largest employer in
the City. Due to the selection of Phoenix metropolitan area as the headquarters for the International Genomics
Consortium and Translational Research Institute, the Arizona State University campus is the site of the Arizona
Biodesign Institute. The Institute’s goal is to improve human health and quality of life through biosystems
research. The institute has generated millions of research dollars and launched hundreds of research projects.

Despite the recent slowing ecanomy, the City's economic development and redevelopment efforts continue to be a
priority. Because of strong growth through the 1970’s and 1980’s, the City is approaching build-out. Therefore,
new growth will take the form of infill development and management's focus is shifting to Infrastructure
maintenance to improve quality of life. Highlights of the development efforts include the following:

» Located at the southeast edge of Tempe Town Lake and adjacent to Karsten Golf Course, the South
Bank development is a 3.6 millicn square-foot, mixed-use development encompassing 27.3 acres.
Plans call for Class A office buildings, a hotel and high-end residential buildings. A retail corridor runs
through the development and will feature national retailers, well-known boutigues and restaurants.

e Hayden Ferry Lakeside is a 17-acre, water-front, master-planned project located on the southern
shores of Tempe Town Lake. This 922,000 squars foot project contains Class A office space and will
feature three mid-rise towers, approximately 400 luxury condominiums and retail space.

* InJune 2006, an agreement was reached on development of Hayden Flour Mill. The project on the
Flour Mill site is intended to be a mixed use development including retail along Mill Avenue, downtown
Tempe's main corridor, a site for office and residential development and has potential for a boutique
hotel.

¢« Centerpoint Condominiums is a mixed-use development featuring one 22-story and three 30-story
residential buildings with over 800 condominiums and 2,000 residents. Completion of the first 22-story
tower and the first 30-story tower is expected to be completed in 2009

» During the fiscal year, construction was substantially complete on the Tempe Marketplace. Located at
the southwest corner of Loops 101 and 202 freeways, this 1.3 million square feet development contains
retail space uniquely positioned as an open-air, pedestrian-criented environment. The development
includes national retailers such as Barnes & Noble, GAP, Best Buy and Old Navy. Restaurants include
California Pizza Kitchen, Lucille's BBQ, Kabuki Japanese and many others.

» Tempe's Aloft Hotel is scheduled to open in April 2009 with 136 loft-style guest rooms and 600 square
feet of meeting space. This full service hotel will be located on the north shore of Tempe Town Lake.

» Approved in concept, the 100 Mill Avenue Project is a redesign of an historic site along Mill Avenue.
This 3.3-acre development inciudes one 28-story condominium tower and one 25-story
hotel/condominium tower with ground floor retail space.

¢ With construction beginning May 2008, Campus Edge is the first major development on the light rail
line. The eight-story building located near Arizona State University includes retail space and residential
units.

» The Farmer Arts District, also approved in concept, combines 186 residential units with 54,000
square feet of retail and gallery space. Also included in the design is a possible branch library.

¢ The Fifth and Mill Building is an 11,000 square foot office, residential and retail development. The
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building is located in downtown Tempe and the site retains a portion of the original building.

» Located between downtown and Arizona State University, a new eleven-story, 185-room Marriott
Residence Inn will be constructed. The project includes ground floor restaurants, retail and a
community parking structure.

+ [n the beginning stages, Mosaic is an anticipated twenty-one story, high-rise tower offering
approximately 236 residential condominiums as well as nine three bedroom penthouse units.

* The Onyx Tower is anticipated to be the tallest building on Tempe Town Lake. This planned 26-story
high rise development includes a heated roof-top lap pool and movie theater.

+ With the first two buildings of a five-building complex sold out, the Riverside Office Plaza is a 290,000
square-foot development iocated within close proximity of the Loop 101, Loop 202 and Interstate 10
freeways.

» Expected to open in December 2008, Sotelo is a 170-unit condominium project currently under
construction located near the 1,200 acre Papago Park. The location of the project puts it within close
proximity to Arizona State University, downtown Tempe and the light rail.

s A 240-room Hyatt Regency hotel is planned to break ground the summer of 2009 with the opening in
2011, This development will also include 24 condominiums, a 4,000 square foot spa and 13,000
square feet of meeting space which includes a 5,000 square foot baliroom.

The City also continues to be a regional draw for special events such as the P.F. Chang's® Rock & Roll
Marathon and Half Marathon, Insight.com Bowl and the fronman® Arizona triathlon. The City is the spring
training home to Major League Baseball's Los Angeles Angels of Anaheim. These events have a positive
economic impact on cily revenues and future development.

A few of the notable City capital projects are as follows:

¢ Tempe voters passed Proposition 400 in May 2000 which dedicated a 0.1% sales tax to provide
funding for development, construction and operation of the Tempe Genter of the Arts. The $69.8
million project opened in September 2007 and features a theater, studio, gallery, banquet/meeting
room, donar lounge, on-site, full-service box office, dedicated catering areas and an arts retail space.
The facility is located on the southwest end of Tempe Town Lake and resides by a 17-acre lakeside art
park.

¢« The Tempe Transportation Center is located at the base of A-Mountain in close to downtown,
adjacent to the light rail line. The Center serves as a transit plaza for light rail and regional bus riders.
This 40,000 square foot facility is scheduled for completion in Fall 2008 and includes retail, a bike
station, transit offices and a community conference room.

¢ The East Valley Bus Regional Transportation Center was completed during fiscal year 2007-08 and
is owned and operated by the cities of Tempe and Scottsdale and Valley Metro which is the regional
organization responsible for developing and integrating the regional transportation systems. The
Transportation Center serves as a bus maintenance and fuel facility for the eastern metropolitan area.

AWARDS AND ACKNOWLEDGEMENTS

Certificates of Achievement

The Government Finance Officers Association of the United States and Canada ("GFOA") awarded a Certificate
of Achievement for Excellence In Financial Reporting to the City for its comprehensive annual financial report
for the fiscal year ended June 30, 2007. The Certificate of Achievement is a prestigious national award
recognizing conformance with the highest standards in the preparation of state and local government financial
reports. In order to be awarded a Certificate of Achievement, the City published an easily readable and efficiently
organized comprehensive annual financial report, whose contents conform to program standards. This report
satisfied both generally accepted accounting principles and applicable legal reqguirements. A Certificate of
Achievement is valid for a period of one year only. The City has received a Certificate of Achievement for the last
thirty-two consecutive years (fiscal years 1975-76 through 2008-07). We believe our current report continues to
conform to the Certificate of Achievement program requirements, and we are submitting it to the GFOA.
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The City also received the GFOA's Distinguished Budget Presentation Award for the fiscal year 2007-08
annual budget and the National Purchasing Institute's cerificate of Achievement of Excellence in Procurement
Award for 2008.

Acknowledgment

The preparation of this report could not have been accomplished without the dedicated service of the entire staff of
the Accounting Division, the assistance of administrative personnel in the varicus departments, and the competent
service of our independent auditors. Credit also must be given to the Mayor and City Council members for their
continued support for maintaining the highest standards of professionalism in the management of the City of
Tempe's finances. For those involved, we express our sincerest appreciation.

Respectfully submitted,

Charles W. Meyer Jerry L. Hart, CPA
City Manager Financial Services Manager
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This section contains the independent auditor’s report, management’s
discussion and analysis, and basic financial statements. Also included is
financial statements for individual funds and component units for which
data are not provided separately in the basic financial statements, and
other useful supplementary information.
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3033 N. Cenfral Avenue, Suite 300

HEINFELD, MEECH & CO., P.C. Phoenix, Arizona 85012
CERTIFIED PUBLIC ACCOUNTANTS Tel (602) 277-9449

Fax (602) 277-9297

INDEPENDENT AUDITORS’ REPORT

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

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 Tempe, Arizona (the City) as of and for the year ended June 30, 2008, which collectively
comptise 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
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 Tempe, Arizona as of
June 30, 2008, and the respective changes in financial position and cash flows, where applicable,
thereof and the respective budgetary comparisons for the General Fund and the Transit Special
Revenue Fund for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

As described in Note 1, the City implemented the provisions of the Governmental Accounting
Standards Board (GASB) Statement No. 45, Accounting and Financial Reporting by Employers
for Postemployment Benefits Other Than Pensions, for the year ended June 30, 2008, which
represents a change in accounting principle.
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In accordance with Government Auditing Standards, we have also issued our report dated
November 28, 2008, on our consideration of City of Tempe, Arizona’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal contro} 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 and budgetary comparison information on pages 19
through 34 is not a required part of the basic financial statements but is supplementary
information required by the Governmental 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 conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The accompanying supplementary
information such as the introductory section, combining statements, other supplementary
information and the statistical section as listed in the table of contents are presented for purposes
of additional analysis and are not a required part of the basic financial statements. The
combining statements and other supplementary information have been subjected to the auditing
procedures applied in the audit of the basic financial stalements 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 section 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.

W%Qd JMW *C,o,)?,i‘).

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

November 28, 2008
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Financial Services Department

This section of the City of Tempe's (the City} Comprehensive Annual Financial Report presents a narrative
overview and analysis of the financial activities of the City for the fiscal year ended June 30, 2008. Readers are
encouraged to consider the information presented here in conjunction with additicnal information that has been
furnished in the letter of transmittal.

FINANCIAL HIGHLIGHTS

» The assets of the City exceaded its liabilities at the close of the most recent fiscal year by $1.273 billion
(net assets). Of this amount, $380.9 million {unrestricted net assets) may be used to mest the
government's ongoing obligations to citizens and creditors.

¢ The City's total net assets increased by $80.6 million during the fiscal year which is a decrease of $59.2
million over the prior year. The increase in fotal net assets is due primarily to capital grants and
contributions received for the regional light rail project a gain recognized with the sale of City-owned land.

+ Starting with the fiscal year ended June 30, 2008, the City is now required to comply with the
requirements of Governmental Accounting Standards Board (GASB) Statement No. 45 related to financial
reporting of other postemployment benefits (OPEB). This financial reporting standard requires the City to
recognize the cost of providing postemployment health benefits each year. For the year ended June 30,
2008, total OPEB cost for the City was $39.4 million of which $33.8 millicn represented a net OPEB

obligation at year end.

e At June 30, 2008, the City's governmental funds reported combined ending fund balances of $231.8
million. Approximately 68.0% of this total amount ($157.5 miltion) is unreserved fund balance available

for spending at the government's discretion.

o At June 30, 2008, total unreserved fund balance for the general fund was $92.4 million. The
undesignated portion of unreserved fund batance was $44.6 million, which is 25.0% of total general fund

revenues of $178.4 million.

* At June 30, 2008, the City's proprietary funds reported combined total net assets of $258.7 million, and
total unrestricted net assets of $103.8 million. A total of $101.3 million of the unrestricted net assets are
in the Water and Wastewater Fund.

« At June 30, 2008, the tofal long-term obligations of the City increased by $127.1 millicn due primarily to a)
the issuance of $66.4 million in new general obligation debt for water/wastewater system improvements,
public safety improvements, community service/park improvements and streef improvements; b) the
issuance of $30.2 millien in transit excise tax revenue obligations to finance costs related fo the regional
light rail project; c) the issuance of improvement district special assessment debt tofaling $25.2 million
and d) the recognition of the net OPEB obligation totaling $33.8 million starting with the current fiscal

year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City's basic financial statements. The
City'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.
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Government-wide Financial Statements

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

The statement of net assets presents information on all of the City's assets and liabilities, with the difference
between the two reported as net assets. Over fime, increases or decreases in net assets may serve as a useful
indicator of whether or not the financial position of the City is improving or deteriorating.

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

Both of the government-wide statements distinguish functions of the City that are principally supported by taxes
and intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business-type aclivities). The governmental
aclivities of the City include police, fire, community services, parks and recreation, public works, community
relations, mayor and council, city manager, diversity program, internal audit/consulting, city clerk and elections,
city attorney, municipal courts, development services, community development, financial services, human
resources, and information technology. The business-type activities of the City include water and wastewater,

solid waste, golf and cemetery operations.

Included within the government-wide financial statements are the operations of the Rio Salado Community
Facilities District. Although legally separate from the City, this component unit is blended with the primary
government {the City) bacause of its governance or financial relationships with the City.

Fund Financial Statements

The fund financial statements are designed to report information about groupings of related accounts that are
used to maintain control over resources that have been segregated for specific activities or objectives. The City,
like other state and local governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements. All of the funds of the City can be divided into the following two categories:
governmental funds and proprietary funds.

Governmental funds. Governmental funds are used fo account for essentially the same functions
reported as governmental activities in the government-wide financial statements. Most of the City's basic
services are reported in governmental funds. These statements, however, focus on near term inflows
and outflows of spendable resources and spendable resourcas available at the end of the fiscal year,
Such information may be useful in determining what financial resources are available in the near future to

finance the City's programs.

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

governmental funds and governmental activities.

Other than the general fund, the City maintains several individual governmental funds organized
according to their type (special revenue, debt service, and capital projects). Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures and changes in fund balances for the general fund, transit special revenue fund, general
obligation debt service fund, special assessment debt service fund and the transit capital projects fund
which are all considered to be major funds. Data from the remaining governmental funds are combined

-20-




into a single, aggregated presentation. Individual fund data for each of the non-major governmental funds
is provided in the form of combining statements elsewhere in this report.

The City adopts an annual appropriated budget for the general, special revenue (except grants and court
awards), general obligation debt service, and proprietary funds. Budgetary comparison statements have
been provided in the basic financlal statements for the general and transit special revenue funds to
demonstrate compliance with the budget. Budgetary comparison schedules for other nonmajor special
revenue and general obligation debt service funds are included in Other Supplementary Information.

Proprietary funds. Proprietary funds are generally used to account for services provided to customers
for which the City charges user fees that are designed to fully recover the cost of providing the service.
Proprietary funds provide the same type of information shown in the government-wide financial
statements, only in more detail. The City maintains the following two types of proprietary funds;

» Enterprise funds are used to report the same functions presented as business-type activities in the
government-wide financial statements. The City uses enterprise funds to account for its Water and
Wastewater, Solid Waste collection/disposal, Golf Course oparations and Cemetery operations. All
enterprise funds are considered to be major funds of the City.

s Internal Service funds are used to report activities that provide supplies and services for certain City
programs and activities. The City uses internal service funds to account for its health insurance
program and its risk managament services including workers compensation, general liability and
property liability claims. Because these services predominantly benefit governmental rather than
business-fype functions, they have been included within governmental activities in the government-
wide financial statements. The internal service funds are combined into a single, aggregated
presentation in the proprietary fund financial statements. Individual fund data for the internal service
funds is provided in the form of combining statements elsewhere in this report.

Notes to the Financial Statements

The notes to the financial statements provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements.

Combining Statements

The combining statements referred to earlier in connection with non-major governmental funds and internal
service funds are presented immediately following the netes to the financial statements.
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GOVERNMENT-WIDE STATEMENTS FINANCIAL ANALYSIS

Assets
Current and other assets
Capital assets, net
Total assets

Liabilities
Long-term liabilities
Other llabllities

Total liabilities

Net Assets
tnvested in capital assets,
net of related debt
Restricted
Unrestricted
Total net assets

Assets
Current and other assets
Capital assets, net
Total assets

Liabilities
Long-term liabilities
Other liabilities

Total liabilities

Net Assets
Invested in capital assets,
net of related debt
Restricted
Unrestricted
Total net assets

Net Assets
June 30, 2008

Governmental
Activities

Business-type
Activities

Total

$ 723,713,858

$ 271,600,191

$ 995314,049

831,350,958 302,947 677 1,134,298,635
1,655,064,816 574,547,868 2,129,612,684
469,287,801 289,364,007 758,651,808
71,562,687 26,499,879 98,062,566
540,650,488 315,863,886 856,714,374
597,765,255 154,867,017 752,632,272
139,393,928 - 139,393,928
277,055,145 103,816,965 380,872,110

$ 1,014,214,328

$ 258,683,982

$ 1,272,898,310

Net Assets
June 30, 2007
Governmental Business-type
Activities Actlvities Total
(restated) (restated) (restated)

$ 594,669,309

$ 247,893,583

$ 842,562,892

791,669,427 285,760,381 1,077,429,808
1,386,338,736 533,653,964 1,919,992,700
386,036,421 245,508,688 631,545,109
74,272,763 21,907,615 96,180,378
460,309,184 267,416,303 727,725 487
551,214,280 154,261,699 705,475,879
114,918,257 - 114,918,257
259,897,015 111,976,062 371,873,077

$ 926,029,552

$ 266,237,661

$ 1,192,267,213
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Analysis of Net Assets

As noted earlier, net assets may serve as a useful indicator of a government's financial position. For the City,
assets exceeded liabilities by $1.273 billion and $1.192 billion at June 30, 2008 and 2007, respectively. As stated
in the Financial Highlights section, the increase in total net assets is due primarily to the infusion of capital grants
and contributions toward the regional light rail project.

The largest portion of the City's net assets refiects its investment in capital assets (2.g. land, buildings,
infrastructure, improvements, machinery and equipment and construction in progress) less any related debt used
fo acquire those assets. The net assets invested in capital assets, net of related debt were $752.6 million and
$705.5 miliion at June 30, 2008 and 2007, respectively. These totals represent 59.1% and 59.2% of total net
assets at June 30, 2008 and 2007, respectively. The City uses these capital asseis to provide services to
citizens; consequently, these assets are not available for future spending. Although the City's investment in its
capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt must
be provided from other sources, since the capital assets themselves cannot be liquidated for these liabilities.

An additional portion of the City’s net assets represents resourcas that are subject to external resiriction on how
they may be used. The net assets subject to external restrictions were $139.4 million (11.0% of total net assels)
and $114.9 million {9.6% of total nef assets) at June 30, 2008 and 2007, respectively. These restrictions are
imposed by laws or regulations set by the City (transit and cultural and recreation} and the State of Arizona
(highways and streets, court enhancements and debt service). The remaining balance of net assets is
unrestricted, and may be used to meet the government's ongoing obligations to citizens and creditors. The
balance of unrestricted net assets was $380.9 million (29.9% of fotal net assets) and $371.9 million (31.2% of
total net assets) at June 30, 2008 and 2007, respectively.

At the end of each fiscal year, the City is able to report positive balances in all thres categories of net assets for
the government as a whole, as well as for the business-type activities as a whole.

Ahalysis of Change in Net Assets

The City’s net assets increased by $80.6 million during the current fiscal year. These changes in net assets are
explained in the governmental and business-type activities discussion bslow.

Changes in Net Assets
June 30, 2008

Governmental Business-type
Activities Activities Total
Revenues

Program revenues:
Charges for services $ 38,319,364 $ 70,094,258 $ 106,413,622
Operating grants and contributions 15,625,633 - 15,625,633
Capital grants and contributions 79,670,490 472,928 80,143,418

General revenues:
Sales taxes 150,687,016 - 150,687,016
State shared income taxes 23,332,475 - 23,332,475
Property taxes 32,447,203 - 32,447,203
Franchise taxes 3,424,561 - 3,424,561
Auto-lieu taxes _ 6,655,516 - 6,655,516
Unrestricted investment earnings 14,041,876 4,618,383 18,660,259
Miscellaneous 2,879,878 344,449 3,224,327
Gain on sale of capital assets 36,146,557 70,495 36,217,052
Total revenues 401,230,569 75,600,513 476,831,082
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Expenses

Police
Fire
Community services
Parks and recreation
Public works
Community relations
Mayor and council
City manager
Diversity program
internal audit/consulting
City clerk and elections
City attorney
Municipal courts
Development services
Community development
Financial services
Human resources
Information technology
Non-departimental
Interest on long-term debt
Water/Wastewater
Solid waste
Golf
Cemetery
Total expenses
Increase (decrease) in net
assets before transfers
Transfers
Change in net assets
Net assets at beginning of year
Net assets at end of year

Revenues

Program revenues:
Charges for services
Operating grants and contributions
Capital grants and confributions
General revenues:
Sales taxes
State shared income taxes
Property taxes
Franchise taxes
Auto-lieu taxes
Unrestricted investment earnings
Miscellaneous
Gain on sale of capital assets
Total revenues

83,613,800 : 83,613,800
30,133,124 - 30,133,124
24,070,427 ; 24,070,427
20,521,457 - 20,521,457
82,727,089 - 82,727,089
3,179,145 - 3,179,145
547,453 - 547,453
488,323 - 488,323
687,926 . 687,926
558,706 - 558,706
870,815 - 870,815
3,641,333 - 3,641,333
6,066,038 - 6,066,038
8,596,785 - 8,596,785
20,037,984 - 20,037,984
5,969,557 - 5,969,557
3,648,975 - 3,648,975
2,677,340 - 2,677,340
3,067,647 - 3,067,647
12,091,111 - 12,091,111
- 64,954,769 64,954,769
- 15,130,899 15,130,899
- 2,667,539 2,667,539
- 251,743 251,743
313,195,035 83,004,950 396,199,985
88,035,534 (7,404,437) 80,631,007
149,242 (149,242) -
88,184,776 (7,553,679) 80,631,007
926,029,552 266,237,661 1,192,267,213

$1,014,214,328

$ 258,663,982 $1,272,898,310

Changes in Net Assets

June 30, 2007
Governmental Business-type

Activities Activities Total
$ 31,562,017 § 66,673,249 $ 98,235,266
18,812,530 - 18,812,530
103,412,667 4,782,425 108,195,092
157,488,587 - 157,488,587
18,823,759 - 18,823,759
26,826,227 - 26,826,227
2,693,256 - 2,693,256
6,870,739 - 6,870,739
13,337,247 3,305,406 16,642,653
2,780,229 716,338 3,498,567
- 48,264 48,264
382,607,258 75,525,682 458,132,940
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Governmental activities. Despite increases in total expenses of $63.4 million (a 25.4% increase over the prior
fiscal year), governmental activities increased the City's net assets by $88.2 million {compared to $136.5 million
during the prior year). The relatively smaller increase in net assets is due largely to decreases in capital grants
and contributions of $23.7 million related to transit programs. The key factors for the relatively smaller increase in

Expenses

Police
Fire
Community services
Parks and recreation
Public works
Community relations
Mayor and council
City manager
Diversity program
Internal audit/consulting
City clerk and elections
City attorney
Municipal courts
Development services
Community development
Financial services
Human resources
information technology
Non-departmental
Interest on long-term debt
Water/Wastewater
Solid waste
Golf
Cemetery
Total expenses
Increase (decrease) in net
assets before transfers
Transfers
Change in net assets
Net assets at beginning of year
Net assets at end of year

60,929,075 - 60,929,075
22,563,083 - 22,563,083
16,072,936 - 16,072,936
20,015,034 - 20,015,034
56,869,440 - 56,869,440
2,816,030 - 2,816,030
362,281 - 362,281
445,531 - 445,531
548,562 - 548,552
476,089 - 476,089
528,493 - 528,493
2,903,028 - 2,003,028
4,708,606 - 4,708,606
8,611,601 - 8,611,601
21,444,736 - 21,444,736
4,597,029 - 4,597,029
2,877,320 . 2,877,320
889,443 - 889,443
8,127,073 - 8,127,073
13,096,681 - 13,996,661
- 53,688,700 53,688,700
- 12,403,387 12,403,387
- 2,225,214 2,225,214
- 171,817 171,817
249,782,061 68,489,118 318,271,179
132,825,197 7,036,564 139,861,761
3,711,910 (3,711,910) -
136,537,107 3,324,654 139,861,761
789,492,445 262,013,007  1,052,405,452

$ 926,029,562

$ 266,237,661

$1,192,267,213

net assets compared to the prior year are as foliows:

During the fiscal year, the City saw a decrease of $23.7 million in capital grants and contributions due mainly

to reduced capital contributions for the completed East Valley Bus Operations and Maintenance Facility
financed primarily prior to the current fiscal year.

As explained in the Financial Highlights section, the City is now required to comply with, the requirements of
GASB Statement No. 45. For the year ended June 30, 2008, total OPEB cost for the governmental activities

was $34.0 million of which $29.1 million represented a net OPEB obligation at year end.

Sales tax revenue decreased by $6.8 million (a decrease of 4.3%) and did nof meet budgetary estimates due

to the effects of the regional housing market downturn.
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e During the year, sale of City-owned land adjacent to Tempe Town Lake resulted in a gain of approximately
$35.0 million.

Fiscal Year 2007-08 Expenses and Program Revenues - Governmental Activities

$90,000,000+

| HExpenses M Program Revenues L

$80,000,000+

$10,000,000-

o L L Sy 1 | S N L e | D L L W
Police Public Works Fire Community Parks and Community  Intereston long- Development Municipal Courts Other
services recreation development term debt services

Fiscal Year 2007-08 Revenues by Source - Governmental Activites

Charges for services
9%

. Property taxes
Capital grants and 8%

contributions

20% .
State shared income taxes
6%
Other
20%
Sales taxes

37%

The charts above illustrate the City’s governmental expenses and program revenues by function and its revenues
by source for the current fiscal year.

A comparison of expense by function and the percentage of total expenses, for the five largest functions, is
presented below. Significant increases in the police, public works and fire activities are due primarily to increases
in personnel growth, benefit increases and the recognition of the unfunded OPEB liability beginning with the fiscal
year ended June 30, 2008. Significant increase in community service activities is due primarily to a full year of
operating expenditures for the Tempe Center for the Performing Arts.
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Fiscal Year Ended

June 30, 2008 June 30, 2007
Police $83,613,800 26.7%  $60,929,075 24.4%
Public works 82,727,089 264 56,869,440 22.8
Fire 30,133,124 9.6 22,563,083 9.0
Community Services 24,070,427 7.7 16,072,936 6.4
Parks and recreation 20,521,457 6.6 20,015,034 8.0

General revenues such as sales taxes, state income taxes, property taxes, and other excise taxes are not shown
by program, but are effectively used to support program activities citywide. For governmental activities overall,
without regard to program, a comparison of the five largest general revenues, and their percentage of total
revenues (excluding transfers), is presented below.

Fiscal Year Ended

June 30, 2008 June 30, 2007
Sales taxes $150,687,016  37.5% $157,488,587 41.2%
Gain on sale of capital assets 36,146,557 9.0 - -
Property taxes 32,447,203 8.1 26,826,227 7.0
State shared income taxes 23,332,475 5.8 18,823,759 4.9
Unrestricted investment earnings 14,041,876 3.5 13,337,247 3.5

Business-type activities. Business-type activities decreased the City’s net assets by $7.6 million for the year
ended June 30, 2008 compared to an increase of $3.3 million for the year ended June 30, 2007. This decrease is
due primarily to a decrease in capital grants and contributions of $4.3 million, an increase in expenses due to
recognition of retiree healthcare costs of $4.7 million and an increase in the net loss from joint venture of $3.8
million. The reduction in net assets was offset by increases in charges for services revenue due primarily to
water/wastewater and solid waste rate increases. The decrease in capital grants and contributions was due
primarily to payments received for wastewater capital projects in the fiscal year ended June 30, 2007.

Water/wastewater, solid waste, golf and cemetery expenses increased by $14.5 million from the fiscal year ended
June 30, 2007 to the fiscal year ended June 30, 2008. This increase is primarily due to the recognition of the
unfunded OPERB liability of $4.7 million, increases in interest expense of $2.8 million and a net loss from joint
venture of $3.8 million in the water/wastewater fund.

Fiscal Year 2007-08 Expenses and Program Revenues - Business-type Activities

Expenses M Program Revenues

$70,000,000

$60,000,000

$50,000,000

$20,000,000

$10,000,000

g0
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Fiscal Year 2007-08 Revenues by Source - Business-type Activites

Unrestricted Investment
Earnings/Other
6.7%

Capital grants and
contributions, 0.6%

Charges for services,
92.7%

For the business type activities a comparison of revenues by source is provided for each activity.

For the Year Ended June 30, 2008

Water and
Wastewater Solid Waste Golf Cemetery Total
Charges for services $ 53,208,327 $ 14,669,542 $ 1,984,429 $ 231,960 $ 70,094,258
Capital grants and contributions 472,928 - - - 472,928
Unrestricted investment
Earnings/other 4,674,920 310,154 29,377 18,876 5,033,327
Total $ 58,356,175 $ 14,979,696 $ 2,013,806 $ 250,836 $ 75,600,513
For the Year Ended June 30, 2007
Water and
Wastewater Solid Waste Golf Cemetery Total
Charges for services $ 50,922,496 $ 13,820,128 $ 1,912,286 $ 18,339 $ 66,673,249
Capital grants and contributions 4,782,425 - - - 4,782,425
Unrestricted investment
Earnings/other 3,707,448 250,829 23,551 88,180 4,070,008
Total $ 59,412,369 $ 14,070,957 $ 1,935,837 $ 106,519 $ 75,525,682

As shown in the Analysis of Change in Net Assets schedules presented previously, the largest of the City’s
business-type activities, Water and Wastewater, had expenses of $65.0 million for the fiscal year, followed by
Solid Waste with $15.1 million, Golf with $2.7 million and Cemetery with $0.3 million. The cemetery was not fully

operational during the fiscal year as cemetery improvements were not fully completed.

For the current fiscal year, expenses exceeded revenues in each business-type activity. The City has approved
rate increases for Water/WWastewater services and Solid Waste services in the next fiscal year. During the fiscal
year, charges for services provided the largest share of revenues (92.7%) for all of the business-type activities.
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FUND STATEMENTS FINANCIAL ANALYSIS

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 resources that are available for spending. Such information is useful in assessing the City's financing
requirements. [n particular, unreserved fund balance may serve as a useful measure of a government's net
resources available for spending at the end of the fiscal year. Types of governmental funds reported by the City
include the General Fund, Special Revenue Funds, Debt Service Funds, and Capital Project Funds.

As of the end of the current fiscal year, the City's governmental funds reported combined ending fund balances of
$231.8 million, a decrease of $10.0 million from the prior year, due primarily to pay-as-you-go funding from the
general fund to the non-major funds primarily for community development capital projects. Approximately $157.5
million of this total amount constitutes unreserved fund balance, which is available for spending at the City's
discretion. The remainder of fund balance is reserved to indicate that it is not available for new spending because
it has already been committed, (1) to liquidate existing contracts and purchase orders ($47.9 million), (2) to pay
debt service ($24.4 million), and {3) for other restricted purposes ($1.9 million).

Revenues for governmental functions overall totaled approximately $321.3 million in the fiscal year ended June
30, 2008, which represents a decrease of 5.6% from the fiscal year ended June 30, 2007. Expenditures for
governmental functions, totaling $413.3 million, decreased by 7.9% from the fiscal year ended June 30, 2007 due
primarily to decreased expenditures in the Transit Capital Projects Fund of $59.4 million. In the fiscal year ended
June 30, 2008, expenditures for governmental functions exceeded revenues by $92.0 million or 28.6% of
revenues. An analysis of each individual major fund follows.

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, the unreserved
fund balance of the General Fund was $92.4 million (the undesignated portion equaled $44.6 million), while total
fund balance was $96.9 million. As a measure of the General Fund's liquidity, it may be useful to compare fund

balances to total fund revenues. '

Fiscal Year Ended

June 30, 2008 June 30, 2007
Revenues $ 178,445,742 $ 173,061,235
Total fund balance 96,882,322 54.3% 101,182,696 58.5%
Unreserved fund balance 82,432,479 51.8 96,883,636 58.0
Unreserved, designated fund balance 47,821,044 268 53,618,327 31.0

The total fund balancs in the City's General Fund decreased by $4.3 million during the fiscal year due mainly to
the use of pay-as-you-go transfers from the general fund to finance community development capital projects.
Overall, the General Fund's performance resulted in revenues in excess of expenditures in the fiscal year ended
June 30, 2008 of $8.9 million. This is a decrease of $3.9 million over the comparable figure from the prior year.
Expenditures increased by $9.3 million or 5.8% primarily due to increases in payroll related costs plus an increase
in the number of authorized full-time equivalent employees.

The Transgit Special Revenue Fund is used to account for receipts and expenditures of Transit Tax menies. The
unreserved fund balance totaled $13.9 million at June 30, 2008, compared to a $38.2 million unreserved fund
balance at June 30, 2007. The net decrease in fund balance for the year ended June 30, 2008 was due primarily
fo transfers out of $26.1 million primarily to the Transit Capital Projects fund and an Increase in program
expenditures of $11.0 million due primarlly to the expansion of local circulator bus service.

The General Obhligation Debt Service Fund accounts for the accumulation of resources for and payments of
general obligation debt. Total fund balance (restricted for general obligation debt service payments) increased
from $17.6 million at June 30, 2007 to $23.9 million at June 30, 2008. The total debt service fund balance will be
used to service future debt issuances consistent with the City's Debt Management Plan.
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The Special Assessment Debt Service Fund accounts for the accumulation of resources for and payments of
special assessment debt. Total fund balance (restricted for special assessment debt service payments)
increased from a deficit of $66,826 at June 30, 2007 to $562,174 at June 30, 2008. Total special assessments
receivable increased from $15.6 million to $38.6 million from June 30, 2007 fo June 30, 2008 as an additional
$25.2 million in special assessment debt was issued.

The Transit Capital Projects Fund accounts for the acquisition of buses, the light rail system, construction of the
Tempe Transportation Center and other traffic flow improvements. Total fund balance decreased from $29.6
million at June 30, 2007 to $27.8 million at.June 30, 2008, Total expenditures decreased by $59.4 millien from
fiscal year ended June 30, 2007 to June 30, 2008 due primarily to completion of the East Valley Regional
Maintenance Facility and decreased expenditures for the light rail system with completion scheduled for the fiscal
year ended June 30, 2009. During the year, $30.2 miillion [n exclse tax revenue obligations were issued to

finance costs related to the light rail project.

Proprietary Funds

The City's proprietary funds provide the same type of information found in the government-wide financial
statements, but in more detail. At the end of the fiscal year indicated, the unrestricted net assets for the
proprietary funds were as follows: .

Fiscal Year Ended
June 30, 2007
June 30, 2008 (restated)

Water and wastewater fund $101,304,497 $106,723,964
Solid waste fund 2,592,465 4,895,596
Golf fund (39,071) 403,854
Cemetery fund (40,926) {47,352)
Internal service fund 4,082,855 1,688,857

The Water and Wastewater Fund accounts for the provision of water and sewer services to the City and the
adjoining Town of Guadalupe. The fund saw a decrease in total net assets of $6.9 million for the fiscal year
ended June 30, 2008 compared to an increase in net assets of $1.8 million for the fiscal year ended June 30,
2007. This is due primarily to recognition of unfunded net CPEB obligation of $3.1 millicn, decreases in capital
contributions of $4.3 million offset by planned increases in charges for services revenue as a result of rate
increases. Rate increases have been authorized and will become effective November 1, 2008 for this operation.

The Solid Waste Fund accounts for the provision of solid waste collection and disposal services for both
residential and commercial customers. Operating expenses increased $2.7 million (22.0%) from the fiscal year
ended June 30, 2007 te June 30, 2008 due primarily to the recognition of unfunded net OPEB obligations of $1.3
million. Revenues increased by approximately $0.9 million (6.4%) as a result of a rate increase effective during
the fiscal year. Rate increases over the next two years have been authorized and will become effective
November 1, 2008 and again on November 1, 2009 for this operation.

The Golif Fund accounts for the operation of the Rolling Hills and Ken McDonald goif courses. The Golf Fund
recognized a $0.6 million reduction in total net assets due primarily to the recognition of unfunded net OPEB
obligations of $0.3 million. The Golf Fund is still experiencing reduced rounds of play compared with prior fiscal
years as a result of continued competition from courses in neighboring cities.

The Cemetery Fund was established to account for the improvements, expansion and opsrations of the Double
Butte Cemetery. Although limited cemetery operations occurred during the fiscal year, cemetery capital
improvements were not yet completed as of June 30, 2008 resulting in limited operating revenues.

The Internal Service Funds accounts for the risk and health insurance activities of the City. The $2.4 million
increase in net assets is due primarily to operations of the health insurance activities.

Budget Highlights

The City's final General Fund expenditure budget of $176.3 million differs frorn the original budget of 173.1 million
due to contains carry-forward appropriations for encumbrances rolled forward from the prior fiscal year and
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budget transfers to other funds. Carry-forward appropriations for rolled forward encumbrances were
approximately $3.7 million.

During the year, actual revenues were less than budgetary estimates by $1.3 million (0.7% of total budgeted
revenue) in the General Fund. This Is due primarily to shortfalls in City sales taxes and state shared sales taxes.

Actual expenditures were less than budgetary estimates by $3.2 million (1.8% of final budgetary estimates) in the
General Fund. This positive variance was attributable to all General Fund operations and does not have a

significant effect on future services,

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

The City's capital assets for its governmental and business-type activities as of June 30, 2008 amount to $1,134.3
million (net of accumulated depreciation). Capital assets include land, buildings, infrastructure, improvements,
machinery and equipment, and construction in progress. The total increase in the City's capital assets for the
current fiscal year was $56.9 million. The tables below reflect the capital assets at the end of the fiscal year June
30, 2008 and 2007, respectively.

Capital Assets, Net of Depreciation

June 30, 2008
Governmental Business-type
Activities Activities Total
Land $ 60,383,271 $ 6,693,377 $ 67,076,648
Buildings 211,214,698 32,428,075 243,642,773
Infrastructure 366,141,879 100,299,502 466,441,381
Improvements 85,792,878 85,430,666 171,223,544
Machinery and equipment 38,456,416 8,738,452 47,194,868
Construction in progress 69,361,816 69,357,605 138,719,421
Total $ 831,350,958 $ 302,947,677 $1,134,208,635

Capital Assets, Net of Depreciation
June 30, 2007

Governmental Business-type
Activities Activities Total
Land $ 65,643,523 $ 6,693,377 $ 72,336,900
Buildings 101,213,761 33,525,319 134,739,080
Infrastructure 370,106,353 99,678,795 469,785,148
Improvements 84,532,386 85,521,295 170,053,681
Machinery and equipment 38,249,114 6,978,891 45,228,005
Construction in progress 131,924,290 53,362,704 185,286,994
Total $ 791,669,427 $ 285,760,381 $1,077,429,808
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Major capital asset events during the current fiscal year included the following:

Governmental Activities

» During the fiscal year, construction was completed on the Tempe Center for the Arts for a total cost of
$69.8 million. The center includes a 600-seat main theater, a 200-seat studio theater, a 3,100 square
foot multi-purpose room, a 3,500 square foot visual arts gallery and related administrative, technicat and
support spaces. Expenditures related to the Tempe Center for the Arts project totaled $5.3 million for the

fiscal year ended June 30, 2008.

+ The Tempe Transportation Center is a three story, 40,000 square foot building which will house City of
Tempe Transportation Offices, the Transit Operations Center, a community/conference room and include
retail space. Scheduled for completion in Fall 2008, expenditures totaled $13.6 million for the fiscal year

ended June 30, 2008.

» Construction was completed on the East Valley Maintenance Facility for a total capitalized cost of $45.2
million. The East Valley Regional Maintenance Facility is a cooperative multi-jurisdictional regional transit
maintenance center located near Rio Salado Parkway and Priest Drive in Tempe. This 250-bus
operations and maintenance facility will include administrative offices, maintenance facilities and fueling

facilities.

e Scheduled to be completed in December 2008, the Central Phoenix/East Valley Light Rail project
remained in the construction phase during the fiscal year ended June 30, 2008. Total project
expenditures during the year were $62.4 million compared to $97.4 million in the prior fiscal year.

Business-type Activities

« Capital expenditures for the expansicn of the Johnny G. Martinez Water Treatment Plant totaled $19.4
million. In addition, a total of $20.4 million in capital contributions were made to the 91* Avenue
Wastewater Treatment facility primarily for wastewater treatment plant expansions.

For government-wide financial statement presentation, all depreciable capital assets are depreciated from
acquisition date to the end of the current fiscal year. Fund financial statements record capital asset purchases as
expenditures. Please refer to Note 8 of the Notes to the Financial Statements for further information regarding

capital assets.

Debt Administration

At the end of the current fiscal year, the City had total long-term obligations outstanding of $758.7 million which is
an increase of $127.1 million over the prior fiscal year. The increase is due primarily to the issuance of general
obligation bonds primarily for water/wastewater capital projects, the issuance of excise tax revenue cbligations for
capital costs related to the light rail project and a special assessment debt issuance. In addition, the City began
reporting a liability for its net OBEB cbligation at June 30, 2008.

-32-




General obligation bonds
Special assessment honds
Certificates of participation
Excise tax obligations
HUD Section 108 loan
Capital improvement notes
Total debt payable

Capital leases
Compensated absences
Claims and judgments
Net OPEB obligation

Total long-term obligations

General obligation bonds
Special assessment bonds
Certificates of participation
Excise tax ohligations
HUD Secticn 108 loan
Capital improvement notes
Total debt payable

Capital leases
Compensated absences
Claims and judgments

Total long-term obligations

The City's issued $66.4 million in new general obligation debt during the current fiscal year for water/wastewater,
public safety, community service/park improvements and street improvements in the amounts of $50.6 million,
$4.8 million, $3.4 million and $7.6 million, respectively. The City also issued $30.2 million in excise tax revenue
obligations to fund costs related to the city's portion of the regional light rail system. This is expected to be the
final debt issuance relative to construction costs of the light rail project. In addition, the City issued improvement

Qutstanding Long-term Obligations

June 30, 2008

Governmental
Activities

Business-type
Activitles

Total

$ 125,075,000

$ 262,520,000

$ 407,595,000

38,310,000 38,310,000
625,000 - 625,000
241,125,000 2,167,372 243,282,372
6,739,000 - 6,739,000
1,606,411 - 1,506,411
413,380,411 284,677,372 698,057,783
3,351,733 - 3,351,733
18,004,632 - 18,004,532
5,461,724 - 5,461,724
29,089,400 4,686,635 33,776,035

$ 469,287,800

$ 289,364,007

$ 758,651,807

Outstanding Long-term Obligations

June 30, 2007

Governmental
Activities

Business-type
Activities

Total

$ 116,500,000

$ 243,265,000

$ 359,765,000

15,345,000 15,345,000
1,220,000 - 1,220,000
218,480,000 2,243,688 220,723,668
7,000,000 - 7,000,000
1,970,427 - 1,970,427
360,515,427 245,608,688 606,024,115
4,923,764 - 4,923,764
15,372,758 - 15,372,758
5,224,472 5,224,472

$ 386,036,421

$ 245,508,688

$ 631,545,100

district bonds totaling $25.2 million which will be repaid through property owner special assessments.

The City's fotal general obligation bonded debt increased by approximately $47.8 million from the fiscal year
ended June 30, 2007 to the fiscal year ended June 30, 2008. The ratio of net general obligation bonded debt
(total bonded debt less debt service reserves) for governmental purposes to taxable valuation and the amount of
bonded debt per capita are useful indicators of the City's debt position to management, citizens, oversight bodies

and investors. A comparison of these Indicators follows:
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June 30, 2008 June 30, 2007

Net general bonded debt $ 101,216,008 $ 98,892,233
Net general bonded debt per capita 604 594
Ratio of net general bonded debt to

net assessed value 4.2% 4.9%
Debt service secondary tax rate per

$100 of taxable valuation $ 0.89 $ 0.88

The State constitution imposes certain debt limitatfons on the City of 6% and 20% of the outstanding assessed
valuation of the City. The City's available debt margin at June 30, 2008 is $142.7 million and $55.7 million under
the 6% and 20% limitation, respectively. Additional information on the statutory debt limitations may be found in
Note 9 to the Financial Statements and the Statistical Section (Exhibit S-16) of this report.

During the year, the City’s ratings on its outstanding general obligation bonds were AAA from Standard & Poors
Corporation, Aai from Moody's Investors Service, and AAA from Fitch Ratings.

Additional information on the City's long-term debt can be found in Note 9 to the Financial Statements.

OTHER MATTERS

While the requirements of GASB Statements No. 43 and 45, related to financial reporting of other
postemployment benefits (OPEB), had a material affect on the financial position of the City starting with the fiscal
year ended June 30, 2008, the Mayor and Council have directed staff fo conduce an evaluation of the City's
current benefit plan.

REQUESTS FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, city council, customers, investors and creditors
with a general overview of the City's finances. If you have questions about this report or need additional
information, contact:

City of Tempe

Financial Services Department
Accounting Division

20 E. Sixth Street

Tempe, AZ 85281

{480) 350-8350
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Statement of Net Assets

June 30, 2008

Assets
Pooled cash and investments
Receivables:

Taxes

Accounts, net

Accrued interest
Due from other governments
Inventories
Prepaid items
Restricted cash and investments
Special assessment receivables
Capital improvement note receivahle
Equity in joint venture
Capital assets (net of accumulated depreciation):

Land

Buildings

Infrastructure

Improvements

Machinery and equipment

Construction in progress

Total assets

Liabilities

Accounts payable

Deposits

Accrued expenses

Deferred charges

Liabilities payable from restricted assets
Long-term liabilities:

Special assessment debt with a governmental commitment:

Due within one year
Due in more than one year
Other long-term liabilities:
Due within one year
Due in more than one year
Total liabilities
Net Assets _
Invested in capital assets, net of related debt
Restricted for:
Transit
Cultural and recreation
Highways and sireels
Court enhancements
Debt Service
Unrestricted
Total net assets

City of Tempe, Arizona

Governmental Business-type

Activities Activities Total
$ 225,351,578 3 102,208,560 $ 327,558,138
9,354,289 - 9,354,289
4,935,031 6,942,320 11,877,351
708,571 532,278 1,241,849
68,166,849 - 68,166,849
1,484,309 758,418 2,242.728
52,205,859 17,268,078 69,473,937
38,552,710 - 38,652,710
46,772,183 1,506,411 48,278,594
276,181,479 142,386,125 418,567,604
60,383,271 6,693,377 67,076,648
211,214,698 32,428,075 243,642,773
366,141,879 100,299,502 466,441,381
85,792,878 85,430,666 171,223,544
38,456,416 8,738,452 47,194,868
69,361,816 69,357,605 138,719,421
1,555,064,816 574,547,868 2,129,612,684
27,783,307 5,744,677 33,627,984
6,455,627 450,654 6,906,281
12,930,697 3,529,679 16,460,376
2,786,192 - 2,786,192
21,606,864 16,774.869 38,381,733
2,215,000 - 2,215,000
36,095,000 - 36,095,000
31,405,481 13,846,316 45,251,797
399,572,320 275,617,691 675,090,011
540,850,488 315,863,886 856,714,374
597,765,255 154,867,017 752,632,272
73,970,920 - 73,970,920
26,429,426 - 26,429,426
14,410,446 - 14,410,446
161,970 - 161,970
24,421,166 - 24,421,166
277,055,145 103,816,965 380,872,110
$ 1,014,214,328 % 258,683,882 $1,272,898,310

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

For the Fiscal Year Ended June 30, 2008

Program Revenues

Operating Capital Grants
Charges for Grants and and
Expenses Services Contributions Contributions
Functions/Programs
Governmental activities:
Police $ 83,613,800 $ 1,110,714 $ 1,893,900 $ 464,341
Fire 30,133,124 303,824 1,004,708 53,892
Community services 24,070,427 6,924,685 1,029,828 549,787
Parks and recreation 20,521,457 27,844 74,150 1,016,562
Public works 82,727,089 11,305,217 761,513 74,142,980
Comrnunity relations 3,179,145 - - -
Mayor and council 547,453 - - -
City manager 488,323 - - -
Diversity program 687,926 - - -
Internal audit/consulting 558,706 - - -
City clerk and elections 870,815 - - -
City attorney 3,641,333 - 65,691 -
Municipal courts 6,066,038 8,211,574 - 586,033
Development services 8,696,785 6,175,963 - 409,040
Communily development 20,037,984 451,635 10,795,845 2,447 848
Financial services 5,968,557 1,728,472 - -
Human resources 3,648,975 - - -
Information technology 2,677,340 - - -
Non-depantmental 3,067,647 79,536 - -
Interest on long-{erm debt 12,091,111 - - -
Total governmental activities 313,195,035 36,319,364 15,625,633 79,670,490
Business-type activities:
Water and waslewater 64,954,769 53,208,327 - 472,928
Solid waste 15,130,899 14,669,542 - -
Golf course 2,667,539 1,984,429 - -
Cemelery 251,743 231,960 - -
Total business-type activities 83,004,850 70,094,258 - 472,928
Total government $ 396,199,985 $ 106,413,622 $ 15,625,633 $ 80,143,418

General revenues:
Sales taxes
State shared income taxes, unrestricted
Property taxes
Franchise faxes
Auto-lieu taxes
Unrestricted Investment earnings
Miscellaneous
Gain on sale of capital assets
Transfers
Total general revenues and transfers
Change in net assets
Net assets- beginning
Net assets- ending
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City of Tempe, Arizona

Net (Expense) Revenue and
Changes in Net Assets

Governmental
Activities

Business-type
Activities

Total

$ (80,144,845) $ - $  (80,144,845)
(28,770,702) - (28,770,702)
(15,566,127) - (15,566,127)
{19,402,894) - (19,402,894)
3,482,621 . 3,482,621
(3,179,145) - (3,179,145)
(547,453) - (547,453}
(488,323) - (488,323)
(687,926) - (687,926)
(558,706) - (558,708)
(870,815) - (870,815)
(3,575,642) - (3,575,642)
2,731,569 - 2,731,569
(2,011,782) - (2,011,782)
(6,342,756) - (6,342,756)
(4,241,085) - (4,241,085)
(3,648,975) - (3,648,975)
(2,677,340) - (2,677,340)
(2,988,111) - (2,988,111)

(12,091,111)

(12,091,111)

(181,579,548}

(181,579,548)

{11,273,514)

(11,273,514)

- (461,357) (461,357)

- (683,110} (683,110)

- (19,783) (19,783)

- (12,437,764) (12,437,764)
(181,579,648) (12,437,764) (194,017,312)
150,687,016 ; 150,687,016
23,332,475 - 23,332,475
32,447,203 - 32,447,203
3,424,561 - 3,424,561
6,655,516 - 6,655,516
14,041,876 4,618,383 18,660,269
2,879,878 344,449 3,224,327
36,146,557 70,495 36,217,052

149,242 (149,242) -

269,764,324 4,884,085 274,648,409
88,184,776 (7,553,679) 80,631,007
926,029,552 266,237,661 1,192,267,213

$ 1,014,214,328

$ 258,683,982

$ 1.,272,808,310

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

Governmental Funds

June 30, 2008

Pooled cash and investments

Receivables:
Taxes
Accounts

Accrued interest
Due from olher funds
Due from other governments

Inventories

Restricted cash and investments

Special assessmenis

Capital improvement notes receivable
Total assets

Liabilities and Fund Balances

Accounts payable
Deposits

Accrued expenditures
Claims and judgements
Due to other funds

Deferred revenue

Matured bonds payable
Matured interest payable
Total liabilities
Fund Balances

Fund balances:
Reserved for:

Encumbrances

Inventories

Capital improvements notes receivable
Debt Service
Unreserved, designated (see note 16}
Unreserved, reporied in:
General fund
Special revenue funds
Capital projects funds
Total fund balances
Total liabilities and fund balances

General Special
Transit Special Obligation Assessment
General Revenue Debt Service Debt Service
99,108,200 §$ 5,267,346 $ 23,496,590 $ 563,409
5,032,219 2,754,157 772,801 -
4,650,329 - - -
608,994 48,333 - -
746,810 94,815 - -
4,219,641 9,403,062 - -
251,527 - - -
79,279 2,158,200 11,669,686 768,001
- - - 38,552,710
33,714,308 - 13,057,877 -
148,412,005 $ 19,725,922 $ 48,096,054 $ 39,884,120
4,393,504 3 3,587,632 $ 32,592 $ 1,235
4,737,070 - - -
3,316,698 74,569 - -
1,210,727 28,369 - -
37,871,684 - 13,508,824 38,552,710

- 1,890,000 8,420,000 -

- 140,985 3,176,546 768,001
51,529,683 5,721,855 25,137,962 39,321,946

3,748,316 89,196 - -
251,527 - - -
450,000 - - -

- - 23,858,992 562,174
47,821,044 - - -
44,611,435 - - -

- 13,914,871 - -
96,882,322 14,004,067 23,858,092 562,174

148,412,005 § 19,725,022 $ 48,996,954 $ 39,884,120
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City of Tempe, Arizona

Other Total
Transit Capital Governmental Governmental

Projects Funds Funds

$ - $ 83,989,309 $ 212,425,554

- 795,112 9,354,289

- 72,587 4,722,916

- 52,244 709,571

- - 841,625

51,003,192 3,540,954 68,166,849

- 1,232,782 1,484,309

30,439,716 7,090,968 52,205,859

- - 38,552,710

- - 46,772,183

$ 81,442,908 3 96,773,956 3 435,235,865

$ 4,786,494 5 13,842,331 % 26,644,088

- 1,718,557 6,455,627

5,852 354,343 3,751,562

- 81,951 1,321,047

94,815 746,810 841,625

48,681,677 4,225,651 142,840,546

- 5,045,000 15,355,000

- 2,166,332 6,251,864

53,668,938 28,180,975 203,461,359

8,548,785 35,623,009 47,909,306

- 1,232,782 1,484,309

- - 450,000

- - 24,421,166

- 1,267,619 49,088,663

- - 44,611,435

- 22313477 36,228,348

19,325,185 8,256,094 27,581,279

27,873,970 68,592,981 231,774,506

$ 81,442,908 $ 96,773,956 $ 435,235,865

The notes to the financial statements are an Integral par of this statement.
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Reconciliation of the Balance Sheet to the Statement of Net Assets

June 30, 2008

City of Tempe, Arizona

Fund balances- total governmental funds 231,774,606
Amounts reported for the governmental activities in the statement of
net assets are different because:

Capital assets used in governmental acfivities are not financial
resources and, therefore, are not reported in the funds.

Governmental capital assets 1,260,005,722

Accumuiated depreciation (428,654,764)

831,350,958

The equity in joint venture is not a financial resource and,
therefore, Is not reported in the funds. 276,181,479
Other assets are not available to pay current-period
expenditures and, therefore are offset by deferred/unearned revenue.

Deferred special assessment revenue 38,552,710

Deferred tax and other deferred revenue 875,479

Deferred notes receivable revenue 46,772,183

Deferred court revenue 3,732,846

Capital grant and contribution monies not received within 60 days 52,907,328

142,840,546
Bond premium net of issuance costs are not financial resources
(2,786,193)

and, therefore are not reported in the funds.

Long-term liabilities, including bonds payable, are not due and
payable in the current period and therefore, are not reported in
the governmental funds.

Compensated absences (18,004,532)
Claims and judgments (5,461,724)
Other post employment benefits (OPEB) (29,031,423)
Bonds, capital improvement notes and capital leases (416,732,144)

(469,229,823)

Internal service funds are used by management to charge the
costs of self insurance to individual funds. The assels and liabilities
of the internal service funds are reported with governmental activities. 4,082,855

Net assets of governmental acfivities 1,014,214,328

The notes to the financial statements are an integral part of this statement.
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Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Fiscal Year Ended June 30, 2008

Revenues:
Taxes:
Sales taxes
Property taxes
Franchise taxes
Intergovernmental:
Federal grants
State grants
State sales tax
State income tax
Aulo lieu tax
Other
Investment income
Charges for servicas
Fines and forfeilures
Other entities parlicipation
Speacial assessments
Licenses and permils
Miscellaneous
Total revenues

Expenditures:
Current:
Police
Fire
Communily services
Parks and recreation
Public works
Community relations
Mayor and council
City manager
Diversity program
Internal audit/consulting
City clerk and elections
City attorney
Municipal courts
Development services
Community development
Financial services
Human resources
Non-departmental
Debt service:
Principal retirement
Interest and fiscal fees
Capilal outlay
Tofaf expendilures

Excess (deficiency) of revenues over expenditures
before olher financing sources {uses)

Other financing sources (uses):

Transfers in
Transfers out
Issuance of debt
Premium on issuance of debt
Proceeds from sale of capital assets
Total cther financing sources (uses)

et change in fund balances

Fund balance at beginning of year
Fund balance at end of year

General Special

Transit Special Obligation Assessment

General Revenue Debt Service Debt Service
83,121,061 $ 32449710 $ - $ -
10,472,385 - 21,717,098 -
3,424,581 - - -
15,237,310 - - -
23,332,475 - - -
6,655,516 - - -
120,849 - - -

10,374,482 2,022 403 20618 3,952

12,377,246 9,255,970 - -
8,616,320 512,735 - -

- - 272,558 -

- - - 2,842,153
1,592,521 - - -
3,121,016 128,164 - -

178,445,742 44,368,982 22,010,275 2,846,105
69,605,841 - - -
23,403,081 - - -
16,538,627 - - -
15,258,389 - - -

9,847,647 38,665,191 - 1,194
2,843,668 - - -
367,250 - - -
294,042 - - -
641,719 - - -
491,057 - - -
748,371 - - -
3,158,316 - - -
4,155,668 - - -
6,958,857 - - -
4,202,602 - - -
4,390,171 - - -
3,282,022 - - -
3,407,427 - - -

- 1,820,000 8,700,865 2,225,000

- 3,627,667 6,758,465 1,841,900

169,594,755 44,182,858 15,459,330 4,068,094

8,850,987 186,124 6,550,945 (1.221,989)

1,265,443 1,646,113 8,585,071 1,860,989
(23,091,628} (26,051,711) (8,884,791} -

8,674,822 - - -

{13,151,361) (24,405,598} (299,720) 1,850,989
{4,300,374) (24,219,474) 6,251,225 629,000

101,182,696 38,223,541 17,607,767 (66,826)
95,882,322 § 14,004,067 § 23,858,902 § 562,174
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City of Tempe, Arizona

Other Total
Transif Capital Governmental Governmental
Projects Funds Funds
3 - $ 8,491,615 § 124,062,388
- 121,988 32,311,471
- - 3,424,561
2,879,976 11,965,051 14,845,027
265,731 829,332 1,095,063
- 11,387,320 26,624,630
- - 23,332,475
- - 6,655,516
27,511,500 2,135,834 29,768,183
439,748 1,180,672 14,041,876
- 2,041,382 23,674,598
- 1,019,321 10,148,376
62,500 1,077,097 1,412,155
- - 2,842,153
- - 1,592,521
324,798 1,912,200 5,486,178
31,484,253 42,161,812 321,317,169
- 2,208,154 71,813,985
- 1,010,626 24,413,707
- 4,305,688 20,844,315
- 567,828 16,826,217
- 7,802,344 56,316,376
- - 2,843,668
- - 367,260
- - 294,042
- - 641,719
- - 491,057
- - 748,371
- 65,691 3,224,007
- 1,407,370 5,563,038
- 435,322 7,394,179
- 14,043,989 18,246,591
- - 4,390,171
- - 3,282,022
- - 3,407 427
- 5,306,000 18,121,865
- 4,408,179 16,636,211
87,631,864 50,779,081 138,410,945
87,631,864 92,340,272 413,277,173
{56,147,611) (50,178,460} {(91,960,004)
25,377,032 32,637,951 71,362,599
(1,392,275) (11,792,954) (71,213,357)
30,170,000 41,000,000 71,170,000
254,044 088,325 1,242,369
42,570 712,648 9,430,040
54,451,371 63,545,970 . 81,991,651
(1,696,240) 13,367,510 (9,968,353}
29,570,210 55,225,471 241,742,859

$ 27873970 % 68,592,981 3 231,774,506

The notes to the financial statements are an integral part of this statement.
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Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balance to the Statement of Activities

For the Fiscal Year Ended June 30, 2008

Cily of Tempe, Arizona

Net change in fund balances- total governmental funds (9,968,353}

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

Certain expenditures reported in the statement of activities do not require the use of current
financial resources and therefore, are not reported as expenditures in governmental funds.

Compensated absences and
long-term claims and judgements (2,869,028)
OPEB (29,031,423)

(31,900,449)

Certain revenues in the statement of activities do not provide current financial resources and
therefore are not reported as revenues in the governmental funds.

Property tax and charges for services revenue 128,758
Court revenue (108,730)
Capital grants and contributions 20,779,238
Sale of Land financed by a note receivable 26,614,306
Special assessments recelved/recognized 22,968,678

70,381,150

Governmental funds report capital cutlays as expenditures. However, in the statement of activities
the cost of those assets Is allocated over their estimated useful lives and reporied as depreciation expense.

Capital outiay 138,410,945
Miscellaneous net capital expenditures 2,393,683
Depreciation expense {30,729,081)
110,075,537
Lease payments are reported as expenditures in the governmentat funds when paid. For the City
as a whole, however, the principal portion of the payments serve to reduce the liability in the
statement of net assets while the acquisition of new leases increase the liability.
Principal payments made 393,814
Bond issuance costs are expended in the governmental funds when paid, and are capitalized and
amortized in the statement of net assets.
Bond issuance costs 678,624
Amortization of bond issuance costs 238,808
917,432

The issuance of long-term debt provides current financlal resources fo governmental funds, while
the repayment of the principal of |long-term debt consumes the current financial resources of he
governmenial funds. Neither transaction, however, has any effect on net assets.

General cbligation bonds (71,170,000)
Premium on issuance of debt (1,242,369}
Principal payments made 18,305,016

(54,107,353

Internal service funds are used by management to charge the costs of self-insurance to individual
funds. The adjustments for internal service funds close those funds by charging additional amounts

to participating governmental activities io completely cover the internal service funds' costs. 2,392,998

Changes in net assets of governmental activities 88,184,776

The notes to the financial statements are an integral part of this statement.
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Statement of Revenues, Expenditures and Changes in Fund Balance-

Budget to Actual

General Fund
For the Fiscal Year Ended June 30, 2008

City of Tempe, Arizona

Variance with

Actual Final Budget
Budgeted Amounts Amounts Paosilive
Criginal Final (Budgetary Basis) {Negative)
Revenues
Taxes $ 102,890,221 $102,890,221 $ 97,018,007 $ (5,872,214)
Intergovernmental 48,496,600 48,496,600 45,346,150 (3,150,450}
Investment income 5,424,874 5,424 874 9,843,187 4,418,313
Charges for services 11,248,351 11,248,351 12,377,246 1,128,895
Fines and forfeitures 7.303,553 7,303,553 8,616,320 1,312,767
Licenses and permits 1,415,650 1,415,650 1,692,521 176,871
Miscellaneous 2,478,282 2,386,238 3,121,016 734,778
Total revenues 179,257 531 179,165,487 177,914,447 (1,251,040}
Expendilures
Police 66,043,828 67,337,362 69,362,663 (2,025,301}
Fire 22,400,895 25,692,179 25,615,082 (22,903)
Community services 16,860,108 16,932,353 16,565,601 366,752
Parks and recreation 15,789,440 15,838,705 15,491,661 347,044
Public works 8,807,148 10,887,265 10,313,740 573,625
Community relations 2,977 457 3,054,408 2,959,090 95,316
Mayor and council 429,943 429,943 366,695 63,248
City manager 363,884 363,884 302,434 61,450
Diversity program 604,701 708,799 641,510 67,289
Internal audit/consulting 500,620 500,620 490,817 9,803
City clerk and elections 734,318 734,318 748,020 (13,702)
City attorney 3,163,681 3,183,355 3,134,006 49,349
Municipal courts 4,140,201 4,154,817 4,150,050 4,767
Development services 6,833,694 7,042,390 6,928,113 114,277
Community development 3,964,249 4,238,146 4,218,064 20,082
Financial services 4,639,581 4,681,611 4,481,070 200,541
Human resources 3,261,368 3,553,433 3,312,487 240,946
Informaltion technology 13,612,415 14,428,121 14,749,224 {321,103)
Interdeparimental charges (13,612,415) (13,612,415) (14,367,310) 754,895
Non-departmental 10,633,738 6,218,423 3,587,988 2,630,455
Total expenditures 173,148,855 176,267,715 173,050,985 3,216,730
Other financing sources {uses)
Transfers from other funds - - 1,265,443 1,265,443
Transfers lo other funds - - (23,091,626) (23,091,626)
Proceeds from sale of capital assets 160,000 160,000 8,674,822 8,514,822
Total other financing sources (uses) 160,000 160,000 (13,151,361) (13,311,361)
Net change in fund balance $ 6,268,676 $ 3,057,772 (8,287,899) § (11,345,671}
Explanation of differences between budgetary revenues and expenditures,
and GAAP revenues and expenditures:
The Cily does not budget for the change in the fair value of investiment,
but recognizes the change for GAAP purposes 531,295
The City budgets for claims and olher accrued expenses on a
cash basis, rather than on a modified accrual basis (393,398)
The City recognizes encumbrances as expenditures for budgetary
purposes but not for GAAP purposes 3,748,316
The Gily recognizes certain other expenditures on a cash basis, rather
101,310

than on a modified accrual basis
Net change in fund balance as reported on the statement of revenues,
expenditures and changes in fund balances- governmental funds

$ (4.300,374)

The notes to the financial statements are an integral part of this statement.
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Statement of Revenues, Expenditures and Changes in Fund Balance-

Budget to Actual

Transit Special Revenue Fund
For the Fiscal Year Ended June 30, 2008

Cily of Tempe, Atizona

Variance with

Actual Final Budget
Budgeted Amounts Amounis Positive
QOriginal Final (Budgetary Basis) (Negative)
Revenues
Taxes $ 36,250,700 $ 36,250,700 3 32,449,710 $ (3,800,990)
Intergovernmenta) 6,559,789 6,559,789 9,255,970 2,696,181
Investment income 261,290 261,290 960,154 698,864
Fines and forfeitures 562,740 562,740 512,735 (50,005)
Miscellaneous 779,795 779,795 128,164 {651,631)
Total revenues 44,414 314 44 414,314 43,306,733 {1,107,581)
Expenditures
Current:
Public works 39,039,675 39,062,352 38,743,364 318,988
Debt service:
Principal retirement 2522,796 2,522,796 1,690,000 632,796
Interest and fiscal fees 10,331,233 10,346,742 3,627,667 6,719,075
Total expenditures 51,893,704 51,931,890 44,261,031 7,670,859
Other financing sources (uses)
Transfers from other funds 253,100 253,100 1,646,113 1,393,013
Transfers fo other funds (25,373,671) (25,373.671) (26,051,711) (678,040}
Total other financing sources (uses) (25,120,571) (25,120,571) (24,405,598) 714,973
Net change in fund balance $(32,599,961) $(32,638,147) (25,359,898) $ 7.278,251
Explanation of differences between budgetary revenues and expenditures,
and GAAP revenues and expenditures:
The City does noi budget for the change in the fair value of investiment,
but recognizes the change for GAAP purposes 1,062,249
The City budgets for claims and other accrued expenses on a
cash basis, rather than on a modified accrual basis (3,549)
The City recognizes encumbrances as expenditures for budgetary
purposes bul not for GAAP purposes 89,196
The City recognizes certain other expenditures on a cash basis, rather
than on a medified accrual basis (7.474)
Net change in fund balance as reported on the statement of revenues,
expendilures, and changes in fund balances- governmental funds $ (24,219,474}

The notes to the financial stalements are an integral part of this statement.
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City of Tempe, Arizona




Notes to the Financial Statements
For Fiscal Year Ended June 30, 2008

City of Tempe, Arizona

The City of Tempe, Arizona (the "City"} was incorporated on November 26, 1894. On October 19, 1964, the electors
in accordance with Arizona State Law ratified a Home Rule City Charter. The City operates under a Council-Manager
form of government and provides services as authorized by its charter including: public safety (police, fire, building
inspection), highways and streets, public transit, sanitation, water and wastewater, cuitural-recreational, community
development, and administrative.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying summary of the Cily's significant accounting policies is presented to assist the reader in
interpreting the basic financial statements. The basic financial statements of the City have been prepared in
conformity with accounting principles generally accepted in the United States of America ("GAAP") as applied to
governmental units.

A. Reporting Entity

The accompanying basic financial statements include the City and its component unit, collectively referred to as "the
financial reporting entity". In accordance with the Governmental Accounting Standards Board's ("GASB") Statement
14, as amended, the component unit discussed below has been Included in the City's financial reporting entity
because of the significance of its financial relationships with the City.

Rio Salado Community Facilities District: The Rio Salado Community Facilites District (CFD) was organized on
February 20, 1997, under the laws of the State of Arizona to facilitate development of the Rio Salado Town Lake
project. The board of the district is comprised of the same members as the City's council.

Data for this component unit has been included in the City's basic financial statements utilizing the "blending" method
because their sole purpose is to finance public faciliies and facilitate development for the City. Blending involves
aggregating the component units' data and data from the City at the government-wide and fund financial statement
level. Separately issued financial statements are not available for the City's component unit.

B. Basic Financial Statements

The basic financial statements include both government-wide (based on the City as a whole and its component unit)
and fund financial statements. Both the government-wide and fund financial statements categorize activities as either
governmental activities or business-type activities. Governmental activities are normally supported by taxes and
intergovernmental revenues. Business-type activities rely to a significant extent, on fees and charges for support. Al
activities, both governmental and business-type, are reported in the government-wide financiat statements using the
economic resources measurement focus and the accrual basis of accounting, which includes long-term assets as
well as long-term obligations. The government-wide financial statements focus more on the sustainability of the City
as an entity and the change in aggregate financial position resulting from the activities of the fiscal period.

The government-wide Statement of Activites demonstrates the degree to which the direct expenses, including
depreciation, of the various depariments of the City are offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific department. Interest on long-term debt and depreciation expense on assets
shared by multiple departments, are not allocated to the various departments.
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Notes to the Financial Statements
For Fiscal Year Ended June 30, 2008

City of Tempe, Arizona

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Basic Financial Statements (Continued)

Program revenues include revenues from fines and forfeitures, licenses and permit fees, special assessment taxes,
certain infergovernmental grants, other entilies participation and charges for services. Taxes and other items not
properly included among program revenues are reported as general revenues.

Generally, the effect of interfund activity has been removed from the government-wide financial statements. Net
interfund activity and balances between governmental acfivities and business-fype activities are shown in the

government-wide financial statements.

The City does not currently utilize an indirect cost allocation system. The General Fund charges certain administrative
fees to departments within other operating funds to support general services used by those funds. The
expenditures/expenses are recorded as a reduction of expense in the allocating fund. Therefore, no elimination is
required from either the government-wide or fund level financial statements.

The fund financial statements are, in substance, very similar to the financial statements presented prior to the
adoption of GASB Statement 34. Emphasis here is on the major funds in either the governmental or business-type
categories. Non-major funds are summarized into a single column.

Unless an internal service fund is combined with the business-type activities (deemed to be an infrequent event),
totals on the proprietary fund statement should directly reconcile to the business-type activity column presented in the
government-wide statements.

Internal service funds of a government (which traditionally provide services primarily to other funds of the City) are
presented as part of the proprietary fund financial statements. Since the principal users of the internal services are the
City's governmental activities, financial statements of internal service funds are consolidated into the governmental
activities column when presented at the government-wide level. To the extent possible, the costs of these services

are reflected in the appropriate department,

C. Basis of Presentation

The City uses funds to report on its financial position and the results of its operations. A fund is a separate
accounting entity with a self-balancing set of accounts. Fund accounting is designed to demonstrate legal
compliance and to aid in the City's financlal management by segregating fransactions related to certain functions

or activities.

The following fund categories are used by the City:

Governmental Funds

Governmental Funds are those through which most of the governmental functions of tﬁe City are financed.

The focus of Governmental Fund measurement, in the fund financial statements, is upon determination of
financial position and changes [n financial position rather than upon net income,
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Notes to the Financial Statements
For Fiscal Year Ended June 30, 2008

City of Tempe, Arizona
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
C. Basis of Presentation (Continued)

Governmental Funds (Continued)

Governmental Funds include the following fund types:

General - The General Fund is the general operating fund of the City. Itis used to account for all activities of
the City not accounted for in some other fund.

Special Revenue - Special Revenue Funds are used to account for the proceeds of specific revenue
sources (other than for major capital projects) that are legally or otherwise restricted to expenditures for
specified purposes. There is one special revenue fund presented as a major fund in the basic financial

statements, it is as follows:

Transit Special Revenue Fund - accounts for the receipt and expenditures of the Transit Tax
monies. These monies are restricted to financing transit operations and improvements.

Debt Service - Debt Service Funds are used fo account for the accumulation of resources for, and the
payment of, long term debt not being accounted for in the Special Revenue Funds and Enterprise Funds.
Both debt service funds are presented as major funds in the hasic financial statements:

General Obligation Debt Service Fund - accounts for the accumulation of resources and
payments of general obligation debt.

Special Assessment Debt Service Fund - accounts for the accumulation of resources and
payments of special assessment debt.

Capital Projects - Capital Projects Funds are used to account for financial resources to be used for the
acquisition or construction of major capital facilities {other than those financed by Enterprise Funds). The
following capital project fund is presented as a major fund in the basic financial statements:

Transit Capital Projects Fund - used for the acquisition of buses, the light rait system, and other
traffic flow improvements.

Proprietary Funds

Proprietary funds are used to account for the City's ongoing operations and activities, which are similar to
those often found in the private sector. The focus of Proprietary Fund measurement is upon the determination
of operating income, changes in net assets, financial position and cash flows. Each proprietary fund is
reported as a major fund in the basic financial statements.
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Notes to the Financial Statements
For Fiscal Year Ended June 30, 2008

City of Tempe, Arizona
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Basis of Presentation (Continued)

Proprietary Funds (Continued)
Proprietary funds include the following fund types:

Enterprise - Enterprise Funds are used to account for operations, including debt service, (a) that are
financed and operated in a manner similar to private businesses - where the intent of the government body is
that the costs (expenses, including depreciation) of providing goods or services to the generat public on a
continuing basis is financed or recovered primarily through user charges; or (b) where the governing body
has determined that periodic determination of revenues earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control, accountability, or other purposes.

Equity in Joint Venture - The equity method is used to account for the City's equity interest in a joint
venture (See Note 7). Under this method, the equity interest is recorded in the balance sheet as a single
amount. In addition, the City's share of the net income or loss is reported in the Statement of Revenues,
Expenses and Changes in Fund Net Assets - Proprietary Funds, as a nonoperating revenue or expense.

The following enterprise funds are used by the City:

Water and Wastewater Fund — accounts for the provision of water and sewer services to the
residents of the City and some residents in the adjoining Town of Guadalupe. All activities necessary
to provide such services are accounted for in this fund, including but not limited to administrafion,
operation, maintenance, financing and related debt service, billing and collection.

Solid Waste Fund — accounts for the provision of refuse coliection and disposal services for both
residential and commercial customers. All activities necessary to provide such services are
accounted for in this fund, including but not limited to administration, operation, maintenance,

financing, billing and coliection.

Golf Course Fund - accounts for the operation of the Rolling Hills and Ken McDonald golf courses.
All activities necessary to provide such services are accounted for in this fund, including but not
limited to administration, operation, maintenance and financing.

Cemetery Fund — accounts for the operation of the Double Butte cemetery. All activities necessary
to provide such services are accounted for in this fund, including but not limited to administration,
operation, maintenance and financing.

Internal Service - Internal Service Funds account for operations that provide services to other departments
or agencies of the government, or to other governments, on a cost-reimbursement basis.

Risk Management Fund — accounts for expenses incurred for worker's compensation, autormobile
liability, general liability, and property claims under the City's self-insurance program.

Health Fund ~ accounts for the expenses incurred for employee health related costs under the
City's self-insurance program.
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Notes to the Financial Statements
For Fiscal Year Ended June 30, 2008

City of Tempe, Arizona

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Measurement Focus and Basis of Accounting

The government-wide and proprietary fund financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Under this method, revenues are recorded when earned
and expenses are recorded at the time liabilities are incurred.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. This is the manner in which these funds are normally budgeted. This
presentaiion is deemed most appropriate to 1) demonstrate legal and covenant compliance, 2) demonstrate the
source and use of liquid resources, and 3) demonstrate how the City's actual experience conforms to the annual
budget. Under the modified accrual basis of accounting, revenues are recorded when susceptible to accrual, ie.,
both measurable and available. "Measurable" means the amount of the transaction can be determined and
"available" is defined as collectible within the current period or within 60 days of the end of the current fiscal period.
Expenditures, other than Interest on long-term debt, are recorded when the related fund liability is incurred, if
measurable. However, debt service expenditures, as well as expenditures related to compensated absences and
claims and judgements, are recorded only when payment is due.

Revenues susceptible to accrual include property tax, local sales tax, state-shared sales tax, highway user tax,
vehicle license tax, franchise fees, special assessments and interest earned on pocled investments. Licenses and
permits, charges for services, fines and forfeitures and miscellanecus revenues are generally recorded as revenues
when received in cash because they are not measurable until actually received. In applying the susceptible to accrual
concept to intergovernmental revenues, the legal and contractual requirements of the numerous individual programs
are used as guidance. There are, however, essentially two types of these revenues. In one, monies must be
expended for a specific purpose or project before any amounts will be paid to the City, therefore, revenues are
recognized based upon the expenditures recorded. In the other, monies are virtually unrestricted as to the purpose of
expenditure and are usually revocable only for failure to comply with prescribed compliance requirements. These
resources are refiected as revenues at the time of receipt or earlier if the susceptible to accrual criteria are met.

The City reports deferred revenues in the governmental funds if the potential revenue does not meet both the
"measurable” and "available" criteria for recognition in the current period. Deferred revenues also arise when
resources are received by the City before it has a legal claim to them, as when grant monies are received prior to the
incurrence of qualifying expenditures. In subsequent periods, when both revenue recognition criteria are met, or
when the City has a legal claim to the resources, the liabllity for deferred revenue is removed and revenue is

recognized.

Since the governmental fund financial statemenis are presented on a basis different than the governmental activities
column of the government-wide financial statements, a reconciliation is provided immediately following each fund
statement. These reconciliations briefly explain the adjustments necessary to transform the governmental fund
financial statements into the governmental activities column of the government-wide financial statements.

As a general ruls, the effect of interfund activity has been eliminated from the government-wide financial statements.
An exception fo this rule is charges between the government's water and sewer function and various functions of the
City. Elimination of these charges would distort the direct costs and program revenues reported for the applicable

functions.

Amounts reported as program revenue include 1) charges to customers or users who purchase, use or diractly
benefit from goods or services provided by a particular department 2) operating grants and contributions that are
restricted to meeting the operational requirements of a particular department and 3) capital grants and contributions
that are restricted. Taxes, investment income and other revenues not identifiable with a particular department are
included as general revenues. The general revenues support the net costs of the departments not covered by

prograim revenues.
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Notes to the Financial Statements
For Fiscal Year Ended June 30, 2008

City of Tempe, Arizoha

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Measurement Focus and Basis of Accounting (Continued)

When both restricted and unrestricted resources are available for use, it is the City’s policy to use resfricted resources
first, then unrestricted resources, as they are needed.

GASB No. 20 requires that governments with proprietary activities apply all applicable GASB pronouncements as
well as the following pronouncements issued on or before November 30, 1989, unless those pronouncements
conflict with or contradict GASB pronouncements: Financial Accounting Standards Board ("FASB") Statements
and Interpretations, Accounting Principles Board Cpinions and Accounting Research Bulletins. Governments are
given the option whether or not to apply alt FASB Statements and interpretations issued after November 30, 1989,
except for those that conflict with or contradict GASB pronouncements. Accounting Principles Board Opinion No.
22, Disclosure of Accounting Policies, require the same treatment for the government-wide financial statements.
The City has elected not to impiement FASB Statements and Interpretations issued after November 30, 1989 for
the government-wide or enterprise fund financial statements.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues and
expenses generally result from providing goods and services of the fund's principal ongoing operations. Operating
expenses include the cost of providing the goods and services, administrative expenses, and depreciation on capital
assets. Non-operating revenues and expenses are items such as investment inceme and interest expense, which are

not a result of the direct operaticns of the activity.

E. Budgetary Data

State law mandates that cities and fowns adopt a budget annually. As a result, an operating budget is legally adopted
each fiscal year for the General, Speclal Revenue {except Grants and Court Awards), Debt Service (except Special
Assessments), and Proprietary Funds on a modified accrual basis plus encumbrances. The separately issued
annual budget may be obtained from the City's Financial Services Department, Budget and Research Division, 20

East Sixth Street, Tempe, Arizona, 85281.

Certain differences as described in Note 2 exist between the basis of accounting used for budgetary purposes and
that used for reporting purposes in accordance with GAAP.

The legal level of budgetary control is the fotal operating budget as adopted. Management may amend the budget at
any level below the total operating budget as adopted. The total operating budget can only be amended by the City
Council subject to limitations in the State law (see Note 1F). At the end of each fiscal year, all amounts encumbered
are reappropriated as part of the following year's operating budget. Any appropriations that are either unexpended or
unencumbered, lapse at fiscal year-end. No supplemental appropriations were necessary during the year.

The City adheres to the following procedures in establishing the budgetary data reflected in the basic financial
statements:

1) Prior to May 1, the City Manager submits to the City Council a proposed operating budget for the fiscal year
commencing the following July 1. The operating budgst includes proposed revenues and expenditures.

2) Public hearings are conducted to obtain taxpayer comments.

3) Prior to July 1, the budget is legally enacted through passage of a resolution.
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Notes to the Financial Statements
For Fiscal Year Ended June 30, 2008

City of Tempe, Arizona

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. Expenditure Limifation

On June 3, 1980, the voters of Arizona approved an expenditure limitation for all local governments, which restricts
the annual growth of expenditures to a percentage determined by population and inflation. Certain types of
expenditures are excluded from the limitation. Article 9, Sections 20 and 21 of the Arizona Constitution require the
Economic Estimates Commission to determine each year the expenditure limitation for the following fiscal year for
each city. The limitation is calculated based upon the amount of FY 1979-1980 actual payments of local revenues,
referred to as the "base limit”. Each year, the base limits for local jurisdictions are adjusted for population and inflation
to reach the expenditure Iimitations. The City of Tempe's 2007-08 Expenditure Limitation is $270,486,128.

Local governments may carryforward to later years revenues, which are not subject to the expenditure limitation and
were nof expended in the year of receipt.

G. Pooled Cash and Investments

Cash resources of the City are combined to form a pool of cash and investments managed by the Accounting
Division. Excluded from this pool are certain legally restricted cash resources. In accordance with the City's legally
adopted budget, the interest earned on pooled investments is recorded in the General Fund, except for the earnings
of Enterprise Funds and other funds whose interest earnings are specifically mandated by law or an outside
regulating agency to remain in those funds. Investments are stated at fair value,

The Cily's investment policy permits investrent in the following instruments:

1} Obligations of the United States Government, its agencies and instrumentalities;
2) Fully insured or collateralized certificates of deposit and other evidences of deposit at banks and savings and

loan associations;
3) Bankers' acceptances issued by the 10 largest domestic banks and the 20 largest international banks, provided

collateral meets the standards set by the Financial Services Manager;
4) A-1/P-1 rated commercial paper secured by an irrevocable line of credit or collateralized by U.S. government

securities;
5) Repurchase agreements whose underlying collateral consist of the foregoing;
6) Money market funds whose portfolios consist of the foregoing; and
7} The State of Arizona's Local Government Investment Pool.

H. Receivables

For accounts receivable (utility billing receivables), all amounts outstanding in excess of 120 days are included in the
allowance,

l. Inventories

All inventories are valued using the average cost method. They consist of expendable supplies held for consumption
and are accounted for using the consumption method.
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City of Tempe, Arizona

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
J. Restricted Assets

Certain proceeds of the City's bonds, as weil as certain resources set aside for their repayment, are classified as
restricted on the balance sheet, or statement of net assets, because they are maintained in trust accounts and
their use is limited by applicable debt covenants.

K. Capital Assets

Capital assets, including public domain infrastructure (e.g., roads, bridges, curbs and gutters, streets and sidewalks,
drainage systems, and lighting systems) are reported in the applicable governmental or business-type activities
columns in the government-wide financial statements. Capital assets are defined by the government as assets with
an initial, individual cost of more than $5,000 ($25,000 for infrastructure assets) and an estimated useful life greater
than one year. Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend its life, are
not capitalized. Major improvements are capitalized and depreciated over the remaining useful lives of the related

capital assets.

Major outlays for capital assefs and improvements are capitalized as projects are constructed. Inferest incurred
during the construction phase of capital assets of business-type activities is included as part of the capitalized value of

the assets constructed, if material.

Property, plant and equipment are depreciated using the straight-line method over the following estimated useful lives
{land and construction-in-progress are not depreciated):

Assets Useiul life (years)
Buildings 10-70
Improvements 10-560
Machinery and equipment 3-25
Infrastructure 7-70

L. Compensated Absences

Accumulated unpaid vacation, vested sick pay and vested "Meadiflex" supplementary health maintenance benefits are
accrued in the Government-wide and all Proprietary Fund statements. Compensated absences are only reported in
the governmental funds if they have matured (i.e. unused reimbursable leave still outstanding following an employee's
resignation or retirement). These fong-term liabilites of the governmental funds are not shown on the fund financial
statements, as the benefits are not expecled to be liquidated with expendable available financial resources.

Vacation leave will be absorbed by time off from work or, within certain limitations, may be payable to the employees.
Sick leave is accumulated at the rate of 96 hours (or a proporticnate equivalent for employees with workweeks other
than 40 hours) per year up to a maximum of 480 hours. Each year, hours accumulated in excess of 480 hours are
either converted to cash at a 4-for-1 rate or accumulated in a “sick bank™. Upon retirement or resignation, employees
with at least 10 years service are eligible for compensation of up te 50 percent of accumulated sick leave.

Each employee with 3 years service receives a "Mediflex" allowance each year as reimbursement for all otherwise
nonreimbursed health maintenance costs. Benefits are prorated based on length of service and increase up to a
maximum of $650 a year. Unused credits are cumulative and upon employee termination are “banked" at the
following rates: after 10 years, 50 percent; after 15 years, 75 percent; after 20 years, 100 percent.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

M. Long-term Obligations

fn 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. Bond premiums, discounts, and issuance costs are deferred and amortized
over the life of the bonds. Bonds payable are reported net of the applicable bond premium or discount.

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

N. Interfund Transactions

Interfund transactions consist of identified services performed for other funds or costs billed to other funds and are
recorded as expenditures in the fund receiving the services and as a reimbursement, reducing expenditures, in the
fund performing the services except for sales of water, sewer and refuse services to other City departments and the
internal service risk management or health charges which are recorded as revenue and expenditures in the
appropriate funds. All other inferfund transactions are reported as transfers.

O. Fund Equity

In the fund financial statements, reserved fund equity is defined as that portion of fund equity that has legally been
segregated for specific purposes. Designated fund equity is defined as that portion of fund equity for which the City
has made tentative plans for future use of financial resources. Unreserved/undesignated fund equity is defined as
that portion of fund equity, which is available for use in a future period.

P. Statements of Cash Flows

The City considers all highly liquid investments (including restricted assets) with an original maturity of three months
or less to be cash equivalents. For the purposes of the statement of cash flows, all pooled cash and investments are
also considered to be cash equivalents, although there are investments with maturities in excess of three months
when purchased in the portfolio. This is due to the fact that the Proprietary funds may deposit or withdraw cash at
any time without prior nofice or penalty, having the characteristics of demand deposits. In a statement of cash flows,
cash receipts and payments are classified according to whether they stem from operating, noncapital financing,
capital and related financing, or investing activities,

Q. Use of Estimates

The preparation of basic financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amount of
assets, liabilities, revenue and expenses/expenditures, and the disclosure of contingent assets and liabilities at the
date of the basic financial statements. Actual results could differ from those estimates.

R. Implementation of New Accounting Principle

For the year ended June 30, 2008, the City implemented the provisions of GASB Statement No. 45, Accounting
and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. GASB Statement No.
45 establishes governmental employer accounting and financial reporting requirements for postemployment
benefits other than pensions.
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NOTE 2 - BUDGET BASIS OF ACCOUNTING

Arizona state statutes require accounting for certain transactions to be on a basis other than GAAP. The actual
results of operations, in accordance with state statutes ("budget basis'") are presented in the Statement of Revenues,
Expenditures and Changes in Fund Balance - Budget and Actual for the General Fund and Transit Special Revenue
Fund (major funds} to provide a meaningful comparison of actual results with the budget. Budgetary statements
include a reconciliation of the adjustments required to convert the budgetary basis to GAAP basis.

The major differences between the budget and GAAP bases are:

1) Encumbrances are recorded as the equivalent of expenditures (budget) as opposed to a reservation of fund
balance (GAAP).

2) Certain revenues and expenditures not recognized in the budgetary year are accrued (GAAP).

3) Changes in the fair value of investments (GAAP) are not budgeted.

NOTE 3 - PROPERTY TAXES

Under Arizona law a two-tiered tax system exists: (1) a primary system for taxes levied to pay for current operation
and maintenance expenses, and (2) a secondary system for taxes levied to pay principal and inferest on bonded
indebtedness as well as for the determination of the maximum permissible bonded indebtedness.

Specific provisions are made under each system for determining full cash values of property, the basis of
assessment, and the maximum annual tax levies on certain types of property and by certain taxing authorities. Under
the primary system, the full cash value of locally assessed real property (consisting of residential, commercial,
industrial, agricultural and unimproved property} may increase by more than 10% only under certain circumstances.
Under the secondary system, there is no limitation on annual increases in full cash value of any property. Primary
levies are limited to a 2% increase annually plus levies attributable to assessed valuation added as a result of growth
and annexation. Secondary tax levies do not have a limitation.

The City's property tax is levied each year on or before the third Monday in August based on the previous January 1
full cash value as determined by the Maricopa County Assessor. Levies are due and payable in two installments on
October 1 and March 1, and become delinguent on November 1 and May 1, respectively. Delinquent amounts bear
interest at the rate of 16%. Maricopa County, at no charge to the taxing entities, bills and collects all property taxes.

Public auctions of properties which have delinquent real estate taxes are held in February following the May 1 date
upon which the second installment becomes delinquent. The purchaser is given a Certificate of Purchase issued by
the County Treasurer. Five years from the date of sale, the holder of a Certificate of Purchase, which has not been
redeemed, may demand of the County Treasurer a County Treasurer's Deed. Additionally, a lien against property
assessed attaches on the first day of January preceding the assessment and levy thereof.

Using the accrual basis of accounting, property taxes are recognized as revenue when earned in the government-
wide financial statements. In the governmental funds, properly taxes are recognized as revenue on the modified
accrual basis, i.e., when both measurable and available. Property taxes levied in August 2008 are not available for the
current year; accordingly, such taxes will not be recognized as revenue until the subsequent fiscal year. Prior year
levies were recorded using these same principles, and remaining receivables from such levies are also recognized as

revenue, when available.
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NOTE 4 - CASH AND INVESTMENTS

The City maintains a cash and investment pool that is available for use by all funds. Each fund type's portion of this
pool is displayed on the Statement of Net Assets and on the Balance Sheet as "Pooled cash and investments."
Pooled cash and investments are stated at fair value, with accrued interest shown under “Accrued interest
receivable”. The change in fair value of the investments is recorded in investment income. Restricted cash and
investments are amounts held separately by trustees and segregated due to their source and future intent. Amounts
held by trustees are invested in money market securities, maturing within one year from the time of purchase, and are

reported at amortized cost.

Deposits

At year-end, the carrying amount of the City's deposits with financial institutions was <$2,520,093> and the bank
balance was $7,220,088. Of the bank balance, $100,000 was covered by faderal depository insurance and
$7,120,088 was covered by collateral held in the pledging bank's trust department in the City's name.

Investments

City Charter, Ordinance, and Trust Agreements authorize the City to invest in US treasury obligations, US agency
obligations, certificates of deposit that are fully insured or collateralized, banker's acceptances issued by the 10
largest domestic banks and the 20 largest international banks, A-1/P-1 rated commercial paper secured by an
irrevocable line of credit or collateralized by US government securities, repurchase agreements whose underlying
collateral consist of the foregoing, maney market funds whose portfolios consist of the foregoing and the Arizona

Local Government Investment Pool.

The City's investment in the State of Arizona Local Government Investment Pools (LGIP and LGIP-GOVT} is stated
at fair value, which approximates the value of the City's pool shares. The LGIP and LGIP-GOVT are operated by the
Arizona State Treasurer's Office, as authorized by Arizona Revised Statutes, §35-326. Arizona Revised Statutes,
§35-312 and §35-313, regulate authorized investments. The Arizona State Legislature has created the Arizona Board
of Investments which reviews the investment of state monies, serves as frustees of the Permanent Land Trust Funds,
and approves the State Treasurer's Office Investment Policy.

Cash and investments as of June 30, 2008 are classified in the accompanying financial statements as follows:

Carrying amount of investments $399,652,168

Carrying amount of cash deposits {(2,520,093)
Total pooled cash and investments $397,032,075
Pooled cash and investments — unrestricted $327,558,138
Restricted cash and investments 69,473,937

$397,032,075

Total pooled cash and investments

The City had a net increase in the fair value of investments during fiscal year 2007-08 of § 233,211. This amount
takes into account all changes in fair value (including purchases and sales) that occurred during the year.
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NOTE 4 - CASH AND INVESTMENTS (Continued)
Investments (Continued)
At June 30, 2008, the City maintained the following investments and maturities:

Remaining Maturity in Months

12 Months 13-24
Investment Type Fair Value or Less Months
US government treasuries $ 37,956,800 $ 34,681,312 $3,275,488
US government agencies 19,160,450 15,131,250 4,029,200
Money market 33,191,599 33,191,599 -
State investment pool 309,243,319 309,243,318 -
$399,552,168 $392,247,480 $7,304,688

Interest rate risk. One of the ways the City limits its exposure to fair value losses arising from rising interest rates is
by purchasing a combination of shorter term and longer term investments and by timing cash flows from maturities so
that a portion of the portfolio is maturing or coming close to maturify evenly over fime as necessary to provide the
cash flow and liquidity needed for operations. The City limits all securities to a final maturity of no more than three
years and assumes that its callable investments will not be called. i is the City's practice fo hold investments to

maturity.

Credif risk. The City addresses credit risk through the investment policy by restricling the allowable investment
instruments. The investments in all of the US Agency obligations and money market funds were rated Aaa by
Moody's Investor Service and AAA by Standard & Poor's. The Arizona Local Government Investment Pool is

currently not rated.

Concentration of Credit Risk. The City policy places no limit on the amount that the City may invest In any one
issuer for the US freasury obligations and the US Agency Obligations. The investment policy does establish a
maximum percentage of 10% in banker's acceptances, 20% in commercial paper and 25% in repurchase
agreements. The maximum investment in any one issuer for certificates of deposits is 33% and for repurchase

agreements is 10%.

NOTE 5 - DUE TO/FROM OTHER FUNDS AND INTERFUND TRANSFERS

Due to/from other funds consisted of the following at June 30, 2008:

Due to Due from
General fund $ - $ 746,810
Transit special revenue fund - 94,815
Transit capital projects fund 94,815 -
Non-major governmental 746,810 -
Total governmental funds $841,625 $841,625
Due to Due from
Water and wastewater fund $ - $ 297464
Cemetery fund 297,464 -
Total proprietary funds $ 297,464 $ 297,464
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NOTE 5 - DUE TO/FROM OTHER FUNDS AND INTERFUND TRANSFERS (Continued)

The interfund balances at June 30, 2008 are short-term loans to cover temporary cash deficits in various funds. All
interfund balances cutstanding at June 30, 2008 are expected io be repaid within one year.

interfund balances between the governmental funds and interfund balances between the proprietary funds have been
eliminated in the government-wide statement of net assets.

i S SRIREECE
3 s Transfers Out -
Transit General Transit
Special Obligation Capital Non-major  Water and
General Revenue Debl Service  Projects  Governmental Wastewaler Total
General L] - $ 678040 § - 5 - $ 512476 $ 74,927 § 1,265443
Transit Special Revenue - - - 1,392,275 253,838 - 1,646,113
;4] General Obligation Debt
“: | service - - - - - 2,770,071 5,815,000 8,585,071
49 Speclal Assessment Debt
Ffi% Service - - - - 1,850,989 - 1,850,269
-
E Transit Capital Projects - 25,047,400 - - 320,632 - 25,377,032
;;.?“ Non-major Governmental 22,797,695 326,271 3,069,791 - 5642784 804,410 32,637,951
“ 1 Waler and Wastewater 232,071 . 5,815,000 . 337,311 - 6,385,282
4] Solid Wasle . . . . 5,000 . 5,000
) Golf 6,857 - - - - 60,057
" 'cemelery 90,856 - 90,856
Total $23,091,626 $26,051,711 $8,884,791 $1,392275 $11,792,954 $6,691,337 $77,904,694

The interfund transfers generally fall within one of the following categories: 1) pay-as-you-go financing transfers
into capital project funds; 2} transfers to cover debt service payments; or 3) transfers to cover operaling
expenditures in accordance with City policy. There were no significant transfers during fiscal year 2007-08 that
were aither non-routine in nature or inconsistent with the activities of the fund making the transfer.

NOTE 6 — CAPITAL IMPROVEMENT NOTES RECEIVABLE

On November 10, 2004 the City entered into an intergovernmental agreement with the Arizona Tourism and Spoerts
Authority (“TSA") for the renovation of the Tempe Diablo Stadium Complex. On September 1, 2005, the City funded
the project through the issuance of municipal bonds (see note 9). The TSA agreed to reimburse the City $12,000,000
for their contribution, plus interest at the bond rate (3.50% to 5.00%). A note receivable was recorded in the General
Obligation Debt Service Fund for the TSA’s portion. Payments are received semi-annually and any unpaid interest is
capitalized. Due to capitalizing interest, at June 30, 2008 the note receivable balance is $13,057,877.

At June 30, 2008, notes receivable totaled $1,506,411 in the Water and Wastewater Fund. The notes bear interest at
4.00% (see Note 9). Repayment of the receivable to the Water and Waslewater Fund will be made from the General
and Highway User Special Revenue funds.

On August 22, 2007 the City sold land valued at $42,142,823. A note receivable, bearing interest at 8.00%, was
recorded in the General Fund in the amount of $33,714,308. Princlpal payments are received annually and interest
payments are received semi-annually. At June 30, 2008, the note receivable balance is $33,714,306 and

corresponding revenue has heen deferred.
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NCTE 7 - JOINT VENTURE

The City currently participates in two joint ventures, the Subregional Operating Group and Valley Metro Rail, Inc.

Subregional Operating Group (SROG)

The City participates with the cities of Phoenix, Mesa, Scottsdale, and Glendale in an intergovernmental agreement
for the construction, operation and maintenance of joinfly used facllities including the 91st Avenue Wastewater
Treatment Plant, the Salt River Project Outfall Sewer, the Southern Avenue Interceptor and related transportation
facilities. The City of Phoenix is the management agency who has agreed to be responsible for the planning,
designing, constructing, operating and maintaining of the jointly used sewage facilities and to perform the required
accounting, administrative and other support functions.

The agreement provides for the formation of a Multicity Subregional Operating Group Committee ("Multicity SROG"},
whose members are composed of a representative officially appointed upon motion and order of each city, for the
specific purpose of making recommendations concerning specific decisions or courses of action for the jointly used
facilities. The Multicity SROG annually reviews and approves the capital improvements and replacements budget

and also the operating budgst for the jointly used facllities.

As of June 30, 2007 (the latest information available), the City has a 16% equity interest or purchased capagcity in the
91st Avenue Wastewater Treatment Plant and other varied, yet less slgnificant percentages of equify inferest in the
other jointly used facilittes. Purchased capacity is a measure of the right of use owned by the City in the total capacity
of the wastewater treatment plant. The City contributes to capital improvements based upon equity interest and
contributes to operating and maintenance expenses based upon proportional flow and sewage strength. The City
has financed its share of capital improvement costs through the issuance of general obligation bonds, development
fees and grants. The joint venture has not issued any debt.

Summary financial information on the joint venture (GAAP basis) as of and for the fiscal year ended June 30, 2007
(the latest information available) is as follows (in thousands);

Total assets $ 771,008
Total liabilities (68,444)
Total net assets $ 702,654
Total revenues $ 158,885
Tofal expenses (59,539)
Total nen-operating revenues (expenses) (834)
Net increase in net assets $ 98,512

The City's net investment and its share of operating and maintenance expenses are recorded in the Water and
Wastewater Enterprise Fund. The City's equity in joint venture at June 30, 2008, was $142,386,125. The City's net
loss from joint venture was $3,800,646 for the fiscal year ended June 30, 2008. Separately audited financial
statements for the jointly used wastewater treatment and transportation faciliies may be obtained from the Arizona
Municipal Water Users Associations, 4041 North Central, Suite 900, Phoenix, Arizona, 85012.
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NOTE 7 - JOINT VENTURE {Continued)

Valley Metro Rail, Inc. (VMRI)

The City currently participates with the cities of Phoenix, Mesa and Giendale in a joint powers agreement for the
design, construction and operation of a light rail transit system. Valley Mefro Rail, Inc. (VMR is the management
agency that was incorporated to administer the joint powers agreement between the cities. In addition, VMRI has
oversight responsibility for the planning, designing, construction and operation of a regional mass fransit light rail
system. The agreement provides voting rights for members of the representative cities related to strategic initiatives
including passage of an annual capital program and annual operating budget.

As of June 30, 2008, the City has 25.5% (unaudited) equify interest in the joint venture. The project is currently in the
planning, design and construction phase. The scheduled completicn date for the light rail project is December 2008.
Member contributions to the joint venture are offset by a Federal funding agreement from the U.S. Department of
Transporiation. These contributions are recognized as intergovernmental revenue in the Transit Capital Projects

fund.

Summary financial infermation an the joint venture (GAAP basis) as of and for the fiscal year ended June 30, 2007
(the latest information available) is as follows;

Total assets $ 945,701,065
Tofal liabilities (171,893,575)

Total net assets $ 773,807,490
Total revenues $ 359,636,200
Total expenses (46,311,898)
Total non-operating revenues 102,888

Net increase in net assets $ 313,427,190

The City has an ongoing financial responsibility as a result of the joint powers agreement to participate in the cost to
construct and operate the light rail project less any federal reimbursements and operating fares. The equity interests
will be determined, and periodically adjusted, based on the number of rail mileage located within each city. The GCity
expended $62,384,955 in the fiscal year ended June 30, 2008 toward the light rail project. These expenditures were
included in the financial statements predominately as capital outlay in the Transit Capital Projects fund. Of this
amount, $60,805,671 was included in equity in joint venture and $1,579,284 was recorded to land in the government-
wide financial statements. The City's equity in joint venture at June 30, 2008 was $276,181,479. Separate financial
statements may be obtained from Valley Metro Rail, Inc., 411 North Cenfral Avenue, Suite 200, Phoenix, Arizona

85004,
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City of Tempe, Arizona

A summary of capital asset activity, for the government-wide financial statements, for the fiscal year ended June 30,

2008 is as follows:

Governmental activities:
Non-depreciable assets:
Land
Construction-in-progress
Total non-depreciable assets

Depreciable assets:
Buildings
Infrastructure
improvements
Machinery and equipment
Total depreciable assets

Accumulated depreciation:
Buildings
Infrastructure
Improvements
Machinery and equipment

Total accumulated depreciation
Governmental activities capital
assets, net

Balances Transfers Balances
June 30, 2007 Additions Retirements in (out) June 30, 2008
$ 65,643,523 $ 10,445 §(7,100,000) $ 1,829,303 $ 60,383,271

131,924,290 77,205,627 (2,691,376) {137,166,725) 69,361,816

197,567,813 77,306,072 (9,791,376)  (135,337,422) 129,745,087

136,518,572 - (1,178,217) 115,230,375 250,570,730

621,677,923 - - 10,058,458 631,736,381

112,235,164 131,508 - 5,540,998 117,907,670
122,711,640 3,861,054 {1,034,431) 4,507 591 130,045,854
993,143,299 3,992,662 (2,212,648) 135,337,422 1,130,260,635
(35,304,811}  (4,326,138) 274,917 - (39,356,032)
(251,571,570) (14,022,932) - - {265,594,502)

(27,702,778)  (4,412,014) - - (32,114,792)
(84,462,5268)  (7,968,007) 841,095 - {91,589,438)

(399,041,685) (30,729,091) 1,116,012 - (428,654,764)

$ 791669427 $50,569,543 $(10,888,012) $ - $831,350,958
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Balances Transfers Balances
June 30, 2007 Additions Retirements in (out) June 30, 2008
Business-type activities:
Non-depreciable assets: _
Land $ 6,693377 3 - $ - $ - $ 6,693,377
Construction-in-progress 53,362,704 26,629,750 - {10,634,849) 69,357,605
Total non-depreciable assets 60,056,081 26,629,750 - (10,634,849) 76,050,982
Depreciable assets:
Buildings 51,286,403 - - - 51,286,403
Infrastructure 199,347,153 - - 5,829,936 205,177,089
Improvements 141,659,135 - - 4,750,431 146,409,566
Machinery and equipment 43,121,251 3,424,673 {873,205) 54,482 45,727,201
Total depreciable assets 435,413,042 3,424,673 (873,205) 10,634,849 448,600,259
Accumulated depreciation:
Buildings (17,761,084)  (1,097,244) - - (18,858,328)
Infrastructure (99,668,358)  (5,209,220) - - (104,877,587)
Improvements (56,137,840)  (4,841,060) - - {60,978,900)
Machinery and equipment (36,142,360)  (1,638,342) 791,953 - (36,988,749)
Total accumulated depreciation  {209,709,642) ({12,785,875) 791,953 - (221,703,564)
Business-type activities capital
assets, net $ 285760381 $ 17,268,548 $(81,252) § - $ 302,947,677

Depreciation expense was charged to the governmental functions in the government-wide financial statements as
follows:

Police $ 2,379,083
Fire 1,658,002
Community services 680,682
Parks and recreation 2,623,447
Public works 18,160,203
Community relations 18,059
City manager 15,536
Diversity program 997
City clerk and elections 1,211
City attorney 659
Municipal courts 48,245
Development services 134,887
Community development 1,066,618
Financial services 195,070
Human resources 2278
Information technology 1,057,020
Non-departmental 2,787,004

Total depreciation expense $ 30,729,001
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NOTE 9 - LONG-TERM DEBT

General Obligation Bonds. The City issues general obligation bonds to provide funds for the acquisition and
construction of major capital facilities. General obligation bonds have been issued for both general government and
proprietary activities. Bonds issued for proprietary activities are reported in the Proprietary Funds as they are to be
repald from proprietary revenues. In the current year, $66.4 million was issued to finance improvements for Water
and Wastewater, Public Safety Police, Public Safety Fire, and Parks. In addition, general obligation bonds have been
issued fo refund previously issued general obligation bonds. General obligation bonds are direct obligations and
pledge the full faith and credit of the City. These bonds are generally issued as 10-20 year serial bonds with varying

amounts of principal maturing each year.
General obligation bonds outstanding at June 30, 2008, were as follows:

$17,305,000 1993A Capital Improvement Refunding lssue Serial Bonds due in annual installments

of $80,000 to $5,035,000 through July 1, 2011; interest at 2.6% to 5.4% $ 3,945,000
$12,755,000 1998 Capital improvements Refunding Issue Serial Bonds due in annual installments

of $90,000 to $2,450,000 through July 1, 2010; interest at 4.25% to 4.90% 6,135,000
$37,500,000 1998A Capital Improvement Serial Bonds due in annual installments of $1,210,000 to

$2,755,000 beginning July 1, 1989 through July 1, 2018; interest at 4.00% to 5.50% 13,575,000
$24,000,000 2001A Capital Improvement Serial Bonds dueg in annual installments of $650,000 to

$1,630,000 beginning July 1, 2002 through July 1, 2021; interest at 4.50% to 6.00% 11,100,000
$11,045,000 2002 Capital Improvement Refunding Issue Serial Bonds due in annual installments

of $40,000 to $1,145,000 through July 1, 2015; interest at 2.25% to 5.00% 6,780,000
$22,000,000 2002A Capital Improvement Serial Bonds due in annual installments of $690,000 to

$1,650,000 through July 1, 2022; interest at 3.5% to 5.0% 17,335,000
$44,820,000 2003 Capital Improvement Serial Bonds due in annual installments of $955,000 to

$3,340,000 through July 1, 2023; interest at 3.50% to 5.00% 37,255,000
$19,900,000 2004 Capital Improvement Serial Bonds due in annual instaliments of $560,000 to

$1,485,000 through July 1, 2024; interest at 3.5% to 5.5% 17,140,000
$18,775,000 2004R Capital Improvement Refunding Issue Serial Bonds due in annual installments

of $40,000 to $2,925,000 through July 1, 2017; interest at 2.00% 10 5.00% 16,605,000
$52,425,000 2005 Capital Improvement Serial Bonds due in annual installments of $1,740,000 to

$3,860,000 through July 1,2024; interest at 3.50% to 5.00% 46,670,000
$74,495,000 2008 Capital Improvement Serial Bonds due in annual installments of $2,150,000 to

$5,900,000 through July 1, 2025; interest at 3.50% to 5.00% 69,775,000
$20,690,000 2007 Capital Improvement Refunding lssue Serial Bonds due in annual installments

of $20,000 to $5,860,000 threugh July 1, 2018; interest at 3.75% to 5.00% 20,650,000
$76,485,000 2007A Capital Improvement Serial Bonds due in annual installments of $2,220,000 to

$5,350,000 through July 1, 2026; interest at 3.50% to 4.50% 74,265,000
$66,365,000 2008A Capital Improvement Serial Bonds due in annual installments of $1,870,000 to

$5,080,000 beginning July 1, 2009 through July 1, 2028; interest at 3.375% to 4.3756% 66,365,000
Total general obligation bonds outstanding (excluding current portion of Enterprise Fund general

obligation bonds outstanding) $ 407,595,000
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General Obligation Bonds (Continued)

City of Tempe, Arizona

The following is a summary of total debt service cash requirements to maturity:

Fiscal Year Ending

June 30, Principal Interest Total
2009 $ 21,650,000 $ 17,928,121 $ 39,578,121
2010 22,845,000 16,733,919 39,578,919
2011 23,860,000 15,739,498 39,599,498
2012 23,445,000 14,723,158 38,168,158
2013 22,845,000 13,682,503 36,527,503

2014-2018 119,785,000 52,766,053 172,551,053
2019-2023 116,415,000 26,289,080 142,704,080
2024-2028 58,750,000 5,142 663 61,892,663

$ 407,595,000 $ 163,004,975 $ 570,699,975

The following is a summary of governmental debt service cash requirements to maturity:

Fiscal Year Ending

June 30, Principal Interest Total
2009 $ 7,885,000 $ 5,507,623 $ 13,402,623
2010 8,415,000 5,098,349 13,613,349
2011 8,735,000 4,736,911 13,471,911
2012 8,580,000 4,369,389 12,949,389
2013 8,005,000 3,983,144 11,988,144

2014-2018 39,650,000 14,507,366 54,157,366

2019-2023 31,845,000 6,412,074 38,257,074

2024-2028 11,950,000 1,079,388 13,029,388

$ 125,075,000 $ 45,694,244 $ 170,769,244

The following is a summary of enterprise debt service cash requirements to maturity:

Fiscal Year Ending

June 30, Principal Interest Tofal
2009 $ 13,755,000 $ 12,420,498 $ 26,175,498
2010 14,430,000 11,635,570 26,065,570
2011 15,125,000 11,002,586 26,127,586
2012 14,865,000 10,353,769 25,218,769
2013 14,840,000 9,699,359 24,539,359

2014-2018 80,135,000 38,258,686 118,393,686
2019-2023 84,570,000 19,876,986 104,446,986
2024-2028 44,800,000 4,063,275 48,863,275

$ 282,520,000 $ 117,310,729 $ 399,830,729
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NOTE 9 - LONG-TERM DEBT (Continued)

Special Assessment Bonds Payable with Governmental Commifment. As trustee for improvement districts, the
City is responsible for collection of assessments levied against the owners of property within the improvement districts
and for disbursement of these amounts for retirement of the respective bonds issued to finance the improvements.
At June 30, 2008, the special assessments receivable of $38,552,710, fogether with amounts paid in advance and
interest fo be received over the life of the assessment period, are adequate for the scheduled maturities of the bonds

payable and the related interest.

Improvement bonds are collateralized by properties within the districts. [n the event of default by the property owner,
the City may enforce an auction sale to satisfy the debt service requirements of the improvement bonds. The City is
contingently liable on special assessment bonds to the extent that proceeds from auction sales are insufficient to

refire outstanding bonds.

Special assessment bonds payable with governmental commitment outstanding at June 30, 2008, were as follows:

$1,665,000 ID 158 Special Assessment Bonds Payable with Governmental Commitment issued

May 1, 1985; maturing January 1, 2010; due in annual installments of $65,000 to $70,000;

interest at 10.125% $ 130,000
$11,440,000 ID 170 Special Assessment Bonds Payable with Governmental Commitment issued

June 1, 1992; maturing January 1, 2011; due in annual installments of $460,000 to

$1,160,000; Interest at 6.875% 3,270,000
$7,070,000 ID 172 Special Assessment Bonds Payable with Governmental Commitment issued

August 1, 1997; maturing January 1, 2013; due in annual installments of $470,000 to

$475,000; interest at 5.10% 2,350,000
$6,175,000 1D 175 Special Assessment Bonds Payable with Governmental Commitment issued

May 6, 1999; maturing January 1, 2015; due in annual installments of $295,000 to $555,000;

interest at 4.70% 3,410,000
$4,405,000 ID 179 Special Assessment Bonds Payable with Governmental Commitment issued

June 1, 2005; maturing January 1, 2021; due in annual installments of $220,000 to

$385,000; interest at 4.10% 3,960,000
$25,190,000 ID 180 Special Assessment Bonds Payable with Governmental Commitment issued

February 27, 2008; maturing January 1, 2029; due in annual installments of $760,000 to

$1,925,000; interest at 5.00% 25,190,000
Total special assessment bonds outstanding $ 38,310,000

The following is a summary of debt service cash requirements to maturity:

Fiscal Year
Ending June 30, Principal Interest Total

2009 $ 2215000 $ 1,874,812 $ 4,089,812
2010 3,070,000 1,722,562 4,792,562
2011 3,150,000 1,547,441 4,697,441
2012 2,060,000 1,409,611 3,469,611
2013 2,140,000 1,308,085 3,448,085

2014-2018 7,770,000 5,308,059 13,078,059

2019-2023 7,640,000 3,483,997 11,123,997

2024-2028 8,340,000 1,564,250 9,904,250
2029 1,925,000 48,125 1,973,125

$38,310,000 $18,266,942  $56,576,042
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NOTE 9 - LONG-TERM DEBT {Ccntinued)

Refunding Certificates of Participation. On June 1, 1999, the City issued $5,110,000 of Refunding Certificates of
Participation (COP). The proceeds were used to refund $4,775,000 of the 1989 Tempe Sports Authorify Facilities
Bonds (TSAF), and pay costs Incurred to issue the certificates. The City has collateralized the obligations by a pledge
of all excise taxes (transaction, franchise, privilege, business taxes, state-shared sales and income ftaxes, and fees
for licenses and permits) which the City presently or in the future validly imposes or receives from other entities and
which are not earmarked by the contributor for a contrary or inconsistent purpose. The City covenants and agrees
that the excise taxes which it presently imposes will continue to be Imposed in each fiscal year so that the amount of
excise taxes shall be equal to at least three times the total obligation debt service requirements for all outstanding

parity obligations in such fiscal year.

$5,110,000 1999B Refunding Certificates of Participation due in annual instaliments of
$400,000 to $625,000 through July 1, 2008; interest at 4.20% to 4.90% $ 625000

The following is a summary of debt service cash requirements to maturity:

Fiscal Year
Ending June 30, Principal Interest Total
2009 $ 625,000 $ 30625 § 655625

$ 625,000 $ 30625 § 655625

Excise Tax Revenue Obligations. On April 1, 2000, the City issued $17,310,000 of Excise Tax Revenue
Obligations. The proceeds were used to finance the improvements to the Papago Water Treatment Plant, the 91
Ave Treatment plani, the purchase of buses, the construction of a parking structure and office space and pay costs
incurred to issue the obligations. The City has collateralized the obligations by a pledge of all unrestricted excise
taxes {transaction, franchise, privilege, business taxes, state-shared sales and income taxes, fees for licenses and
permits, and state revenue sharing), including all fines and forfeitures, which the City presently or in the future validly
imposes or receives from other entities and which are not earmarked by the contributor for a contrary or inconsistent
purpose. The Cily covenants and agrees that, so long as any of the obligations remain outstanding and the principal
and interest thereon shall be unpaid or unprovided far, it will not further encumber the excise taxes on a parity basis
unless the excise taxes collected in the next preceding fiscal year of the City shall have amounted to at least three
times the highest combined debt service requirements for any succeeding fiscal year for all obligations and
outstanding parity obligations, including the additional parity obligations proposed to be secured by a pledge or the

excise taxes.

$17,310,000 2000A Excise Tax Revenue Obligations due in annual installments of
$245,000 to $2,880,000 through July 1, 2020 (debt service ensuing fiscal year 2011
was refunded); interest at 4.825% to 5.6256% $ 1,025,000

The following is a summary of debt service cash requirements to maturity;

Fiscal Year
Ending June 30, Principal Interest Total
2009 $ 325000 $ 523865 § 377,365
2010 340,000 35,790 375,790
2011 360,000 18,450 378,450

$ 1,025,000 $ 106,605 _ $ 1,131,605
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NOTE 9 - LONG-TERM DEBT (Continued)

Excise Tax Revenue Refunding Obligations. On February 1, 2003, the City issued $39,275,000 of Excise Tax
Revenue Obligations. The procesds were used to refund $40,500,000 of the 1998 Variable Rate Demand Excise
Tax Revenue Obligations, and pay costs incurred to issue the obligations. The City has collateralized the obligations
by a pledge of all unrestricted excise taxes (transaction, franchise, privilege, business taxes, state-shared sales and
income taxes, fees for licenses and permits, and state revenue sharing), including all fines and forfeitures, which the
City presently or in the future validly imposes or receives from other entities and which are not earmarked by the
contributor for a contrary or inconsistent purpose. The City covenants and agrees that, so long as any of the
obligations remain outstanding and the principal and interest thereon shall be unpaid or unprovided for, it will not
further encumber the excise taxes on a parity basis unless the excise taxes collected in the next preceding fiscal year
of the City shall have amounted to at least three times the highest combined debt service requirements for any
succeeding fiscal year for all obligations and outstanding parity obligations, including the additional parity obligations
proposed to be secured by a pledge or the excise taxes.

$39,275,000 2003 Excise Tax Revenue Refunding Obligations due in annual installments of
$475,000 to $2,950,000 through July 1, 2023; interest at 2.00% to 5.25% $15,250,000

The following is a summary of debt service cash requirements to maturity:

Fiscal Year
Ending June 30, Principal Interest Total

2009 $ 1,540,000 $ 673,263 $ 2,213,263
2010 1,610,000 603,387 2,213,387
2011 1,675,000 538,987 2,213,987
2012 1,760,000 455,237 2,215,237
2013 1,830,000 384,837 2,214,837

2014-2018 3,885,000 956,388 4,841,388

2019-2023 2,950,000 682,190 3,632,180

$15,250,000 $ 4,204,289  $19,544,289

Excise Tax Revenue Obligations. On June 1, 2004, the City issued $37,595,000 of Excise Tax Revenue
Obligations. The proceeds were used to (i} refund $14,185,000 of the 2002 Variable Rate Demand Excise Tax
Revenue Obligations related to the Tempe Center for the Performing Arts Project (Performing Arts Project), (i) to
fund a portion of the cost of the Performing Arts Project and (iii) to pay costs incurred to issue the obligations. The
City has collateralized the obligations by a pledge of 0.10% performing arts center tax, approved by voters on May 16,
2000, which are restricted to the Tempe Center for the Performing Arts Project. Additionally, the payments to be
made by the City are secured by a subordinate lien pledge by the City of all unrestricted excise, fransaction, franchise,
privilege and business taxes, state-shared sales and income taxes, fees for licenses and permits, and state revenue
sharing, including all fines and forfeitures, which the City presently or in the future validly imposes or receives from
other entities and which are not earmarked by the contributor for a contrary or inconsistent purpose. The Excise
Taxes do not include the Performing Arts Center Excise Taxes, the excise taxes collected and paid to the City under
the 0.50% transportation excise tax approved by the voters of the City on September 10, 1996 which are restricted to
public transit use, or the excise taxes collected under the 1.00% increase in the transient lodging tax on hotels
approved by the voters on September 10, 2002, which are restricted to fund programs of the Tempe Convention and

Visitor's Bureau.
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NOTE ¢ - LONG-TERM DEBT (Continued)

Exclse Tax Revenue Obligations (Confinued)

The City covenants and agrees that the Performing Arts Center Excise Taxes and the Excise Taxes which it
presently imposes will continue o be imposed in each Fiscal Year so that the sum of (A) the Performing Arts
Center Excise Taxes for such Fiscal Year plus (B) the excess of the Excise Taxes for such Fiscal Year over the
Debt Service requirements on the Qutstanding Senior Exclse Tax Obligations for such Fiscal Year, shall be equal
to at least three times the totat of the Debt Service with respect to Parity Obligations in such Fiscal Year. The City
further covenants and agrees that if such revenues for any such Fiscal Year shall not equal three times such Debt
Service or will not be sufficient to meet such Fiscal Year's actual Debt Service with respect to Parify Obligations,
the City will either impose new Excise Taxes or will increase the rates of such taxes currently imposed in order
that (i) such revenues for the current Fiscal Year will be sufficient to meet such Fiscal Year's Debt Service with
respect to Parity Obligations, and (it} such revenues for the next succeeding Fiscal Year will be equal to at least
three times the next succeeding Fiscal Year's Debt Service with respect to Parity Obligations.

The City further covenants and agrees that so long as any Special Parity Obligations are outstanding, the Performing
Arts Center Excise Taxes, the Excise Taxes and the Special Excise Taxes will be imposed in each Fiscal Year so
that the sum of {A) Performing Arts Center Excise Taxes for such Fiscal Year, plus (B) Special Excise Taxes for such
Fiscal Year plus (C) the excess of the Excise Taxes for such Fiscal Year over the Debt Service on the Outstanding
Senior Excise Tax Obligations for such Fiscal Year shall be equal to at least three times the total of the Debt Service
with respect to the Parity Obligations and the Special Parify Obligations in such Fiscal Year. The City further
covenants and agrees that if such revenues for any such Fiscal Year shall not equal three times such Debt Service or
will not be sufficient to meet such Fiscal Year's actual Debt Service with respect to Parity Obligations and Special
Parity Obligations, the City will either impose new Excise Taxes or Special Excise Taxes or will increase the rates of
such taxes currently imposed in order that (i) such revenues for the current Fiscal Year will be sufficient to meet such
Fiscal Year's Debt Service with respect to Parity Obligations and Special Parity Obligations and (i) such revenues for
the next succeeding Fiscal Year will be egual to at least three times the next succeeding Fiscal Year's Debt Service
with respect to Parity Obligations and Speclal Parity Obligations. The City covenants and agrees that, so long as any
of the obligations remain outstanding and the principal and interest thereon shall be unpaid or unprovided for, it will
not further encumber the excise taxes on a parity basis unless the excise taxes collected in the next preceding fiscal
year of the City shall have amounted to at least three times the highest combined debt service requirements for any
succeeding fiscal year for all obligations and outstanding parity cbligations, including the additional parity obligations
proposed to be secured by a pledge or the excise taxes.

$37,595,000 2004 Excise Tax Revenue Obligations due in annual installments of
$1,500,000 to $3,350,000 through July 1, 2020; interest at 2.25% to 5.25% $ 30,785,000

The following is a summary of debt service cash requirements te maturity:

Fiscal Year
Ending June 30, Principal Interest Total

2009 $ 1910000 $ 1,611,438 $ 3,521,438
2010 2,000,000 1,615,938 3,515,938
2011 2,115,000 1,410,938 3,525,938
2012 2,225,000 1,299,900 3,524,900
2013 2,340,000 1,183,088 3,523,088

2014-2018 13,665,000 3,939,864 17,604,864

2019-2020 6,530,000 518,702 7,048,702

$30,785,000 $11,479,868  $42,264,868
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NOTE ¢ - LONG-TERM DEBT (Continued)

Excise Tax Revenue Obligations. On September 1, 2005, the City issued $21,315,000 of Excise Tax Revenue
Obligations. The proceeds were used to finance the construction and renovation of various projects for Tempe
Diablo Stadium, various cemetery improvements and pay costs incurred to issue the obligations. The City has
collateralized the obligations by a pledge of all unrestricted excise taxes (transaction, franchise, privilege, business
taxes, state-shared sales and income taxes, fees for licenses and permits, and state revenue sharing), including all
fines and forfeitures, which the City presently or in the future validly imposes or receives from other entities and which
are not earmarked by the contributor for a contrary or inconsistent purpose. The Excise Taxes do not include the
0.10% Performing Arts Center Excise Taxes, the excise taxes coliected and paid to the City under the 0.50%
transportation excise tax approved by the voters of the City on September 10, 1996 which are restricted to public
transit use, or the exclse taxes collected under the 1.00% increase in the transient lodging tax on hotels approved by
the voters on September 10, 2002, which are restricted to fund programs of the Tempe Convention and Visitor's

Bureau.

The City covenants and agrees that the Excise Taxes which it presently imposes will continue to be imposed so that
the amount of Excise Taxes for any fiscal year of the City shall be equal to at least three times the total of the Debt
Service on all Parity Obligations in such Fiscal Year. The City further covenants and agrees that if receipts for any
current Fiscal Year shall not equal three times such Debt Service or will not be sufficient to meet such Fiscal Year's
actual Debt Service with respect to Parity Obligations, the City will either impose new Excise Taxes or will increase
the rates of such taxes currently imposed in order that (i} .such revenues for the current Fiscal Year will be sufficient fo
meet such Fiscal Year's Debt Service with respect to Parity Obligations, and (i) such revenues for the next
succeeding Fiscal Year will be equal to at least three times the next succeeding Fiscal Year's Debt Service with

respect to Parity Obligations.

$21,315,000 2005 Excise Tax Revenue Obligations due in annual installments of $345,000
to $2,135,000 through July 1, 2025; interest at 3.50% to 5.00% $20,210,000

The following is a summary of total debt service cash requirements to maturity:

Fiscal Year
Ending June 30, Principal Interest Total

2009 $ 370,000 $ 965126 % 1,335126
2010 385,000 952,176 1,337,176
2011 395,000 938,700 1,333,700
2012 410,000 924,876 1,334,876
2013 425,000 909,500 1,334,500

2014-2018 5,260,000 4,130,600 9,390,600

2019-2023 8,795,000 2,404,500 11,199,600

2024-2025 4,170,000 315,250 4,485,250

$20,210,000 $11,540,728  $31,750,728
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NOTE 9 - LONG-TERM DEBT (Continued)
Excise Tax Revenue Obligations (Continued)

The following is a summary of governmental debt service cash requirements to maturity:

Fiscal Year
Ending June 30, Principal Interest Total

2009 $ 285000 $ 870,988 $ 1,155,988
2010 295,000 861,012 1,156,012
2011 305,000 850,688 1,155,668
2012 315,000 840,013 1,165,013
2013 325,000 828,200 1,153,200

2014-2018 4,705,000 3,793,050 8,498,050

2019-2023 8,095,000 2,212,250 10,307,250

2024-2025 3,835,000 220,000 4,125,000

$18,160,000 $10,546,201  $28,706,201

The following is a summary of enterprise debt service cash requirements to maturity:

Fiscal Year
Ending June 30, Principal Interest Total

2009 $ 85000 $ 94,138 $ 179,138
2010 90,000 91,163 181,163
2011 90,000 88,013 178,013
2012 95,000 84,863 179,863
2013 100,000 81,300 181,300

2014-2018 555,000 308,675 863,675

2019-2023 700,000 221,125 921,125

2024-2025 335,000 25,250 360,250

$2,050,000 $994,627 $3,044 527

Excise Tax Revenue Obligations. On May 1, 2006 the City issued $22,265,000 of Excise Tax Revenue
Obligations. The proceeds were used to fund a portion of the cost of the Tempe Center for the Arts Project and to
pay costs incurred to issue the obligations. The City has collateralized the obligations by a pledge of 0.10%
performing arts center tax, approved by voters on May 16, 2000, which are restricted to the Tempe Center for the
Performing Arts Project. Additionally, the payments to be made by the City are secured by a subordinate lien pledge
by the City of all unrestricted excise, transaction, franchise, privilege and business taxes, state-shared sales and
income taxes, fees for licenses and permits, and state revenue sharing, including all fines and forfeitures, which the
City presently or in the future validly imposes or receives from other entities and which are not earmarked by the
contributor for a contrary or inconsistent purpose. The Excise Taxes do not include the 0.10% Performing Arts
Center Excise Taxes, the excise taxes collected and paid to the City under the 0.50% transportation excise tax
approved by the voters of the City on September 10, 1996 which are restricted to public transit use, or the excise
taxes collected under the 1.00% increase in the transient lodging tax on hotels approved by the voters on September
10, 2002, which are restricted to fund programs of the Tempe Convention and Visitor's Bureau.
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NOTE 9 - LONG-TERM DEBT (Continued)
Excise Tax Revenue Obligations (Continued)

The City covenants and agrees that the Performing Arts Center Excise Taxes and the Excise Taxes which it
presently imposes will continue to be imposed in each Fiscal Year so that the sum of (A) the Performing Arts
Center Excise Taxes for such Fiscal Year plus (B) the excess of the Excise Taxes for such Fiscal Year over the
Debt Service requirements on the Qutstanding Senior Excise Tax Obligations for such Fiscal Year, shall be equal
to at least three times the total of the Debt Service with respect to Parity Obligations in such Fiscal Year. The City
further covenants and agrees that if such revenues for any such Fiscal Year shall not equal three times such Debt
Service or will not be sufficient to meet such Fiscal Year's actual Debt Service with respect to Parity Obligations,
the City will either impose new Excise Taxes or will increase the rates of such taxes currently imposed in order
that (i) such revenues for the current Fiscal Year will be sufficient to meet such Fiscal Year's Debt Service with
respect to Parity Obligations, and (i) such revenues for the next succeeding Fiscal Year will be equal to at least
three times the next succeeding Fiscal Year's Debt Service with respect to Parity Obligations.

The City further covenants and agrees that so long as any Special Parity Obligations are outstanding, the Performing
Arts Center Excise Taxes, the Excise Taxes and the Speciat Excise Taxes will be imposed in each Fiscal Year so
that the sum of (A) Performing Arts Center Excise Taxes for such Fiscal Year, plus (B) Special Excise Taxes for such
Fiscal Year plus (C) the excess of the Excise Taxes for such Fiscal Year over the Debt Service on the Qutstanding
Senior Excise Tax Obligations for such Fiscal Year shall be equal to at least three times the total of the Debt Service
with respect to the Parity Obligations and the Special Parity Obligations in such Fiscal Year.

The City further covenants and agrees that if such revenues for any such Fiscal Year shall not equal three times such
Debt Service or will not be sufficient to meet such Fiscal Year's actual Debt Service with respect to Parity Obiligations
and Special Parity Obligations, the City will either impose new Excise Taxes or Special Excise Taxes or will increase
the rates of such faxes currently imposed in order that (i) such revenues for the current Fiscal Year will be sufficient to
meet such Fiscal Years Debt Service with respect to Parity Obligations and Special Parity Obligations and (i) such
revenues for the next succeeding Fiscal Year will be equal to at least three times the next succeeding Fiscal Years
Debt Service with respect to Parity Obligations and Special Parity Obligations. The City covenants and agrees thaf,
so0 long as any of the obligations remain outstanding and the principal and interest thereon shall be unpaid or
unprovided for, it will not further encumber the excise taxes on a parity basis unless the excise taxes collected in the
next preceding fiscal year of the City shall have amounted to at least three times the highest combined debt service
requirements for any succeeding fiscal year for all obligations and outstanding parity obligations, including the
additional parity obfigations proposed to be secured by a pledge or the excise taxes.

$22,265,000 2006 Excise Tax Revenue Obligations due in annual installments of
$1,650,000 to $2,385,000 through July 1, 2016; interest at 4.00% to 4.50% $ 16,555,000

The following is a summary of debt service cash requirements to maturity:

Fiscal Year
Ending June 30, Principal Inferest Total

2009 $ 1,790,000 $ 701,288 § 2,491,288
2010 1,860,000 629,688 2,489,688
2011 1,935,000 555,288 2,490,288
2012 2,015,000 477,888 2,492 888
2013 2,100,000 392,250 2,492,250

2014-2016 6,855,000 620,252 7,475,252

$16,555,000 $3,376,654 _ $19,931,654
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NOTE 9 - LONG-TERM DEBT (Continued)

Variable Rate Demand Excise Tax Revenue Obligations. On June 21, 2008, the City entered into a purchase
agreement with Royal Bank of Canada, acting by and through its New York branch, to pay costs associated with a
portion of the City's light rail project. These costs were financed through the issuance of $60,675,000 of variable rate
demand excise tax revenue obligations (Obligations). The Obligations are remarketed by RBC Dain Rauscher, Inc.,
serving as the remarketing agent, at an inferest rate which would cause the Obligations to have a market value on the
commencement date of such rate period equal to the principal amount thereof plus accrued and unpaid interest, if

any, not to exceed 12%.

The interest rate on these Obligations is reset on a weekly basis and interest will be paid monthly. The City has the
option of converting from the weeklyrate-to sither a daily rate or term rates, including a term rate period through the
final maturity of the Obligations. In the event that the Obligations are converted to a term rate (other than daily or
weekly), the Obligations are subject to mandatory tender for purchase.

The City has entered Into a standby obligation purchase agreement with Royal Bank of Canada. The stated
expiration dafe of the standby obligation purchase agreement is June 21, 2009, with extension request options
available to the City thereafter. Royal Bank of Canada is providing liquidity and is obligated to purchase the
Obligations that are tendered for purchase and not remarketed. The guarterly fee paid to Royal Bank of Canada for
this fiquidity support is an annualized rate of 0.10% of the average daily amount of available commitment for principal
and interest. As of June 30, 2008 there were no draws outstanding or bonds presented for debt service payments

under this standby obligation.

If the standby obligation purchase agreement was to be exercised and all outstanding obligations were purchased by
Royal Bank of Canada because they could not be remarketed, the maximum repayment liability would be the
outstanding principal balance plus interest calculated at the greater of the Federal Funds Rate plus 2.5% or the Prime

Rate plus 2.0%. -

The City has collateralized the bonds by a pledge of excise taxes collected and paid to the City under a 0.50%
transportation excise tax approved by the voters of the City on September 10, 1996 which is restricted to public transit
use. The City covenants and agrees that the excise faxes, which it presently imposes, will continue to be imposed so
that the amount of excise taxes shall be equal to at least two fimes the total obligation debt service requirements for

ail outstanding parity obligations in each fiscal year.

$60,675,000 2006 Variable Rate Excise Tax Revenue Obligations due in annual
installments of $890,000 to $3,385,000 through July 1, 20386. $58,655,000
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NOTE 9 - LONG-TERM DEBT (Continued)
Variable Rate Demand Excise Tax Revenue Obligations {Continued)

The average annualized interest rate paid on these Obligations during the fiscal year ended June 30, 2008 was
2.91%. The following is a summary of debt service cash requirements to maturity assuming the interest rate at

June 30, 2008 of 1.57%.

Fiscal Year
Ending June 30, Principal interest Total

2009 $ 1,175,000 $ 920,884 $ 2,095,884
2010 1,220,000 902,436 2,122,436
2011 1,270,000 883,282 2,153,282
2012 1,320,000 863,343 2,183,343
2013 1,375,000 842,619 2,217,618

2014-2018 7,735,000 3,871,699 11,606,699

2019-2023 9,405,000 3,214,261 12,619,261

2024-2028 11,455,000 2,414,110 13,869,110

2029-2033 13,930,000 1,440,317 15,370,317

2034-2036 9,770,000 310,782 10,080,782

$58,655,000 $15,663,733 $74,318,733

Excise Tax Revenue Refunding Obligations. On January 1, 2007, the City issued $21,310,000 of Excise Tax
Revenue Obligations. The proceeds were used to refund $4,205,000 of the 2000A Excise Tax Revenue Obligations,
$17,025,000 of the 2003 Excise Tax Revenue Refunding Obligations, and pay costs incurred to issue the obligations.
The City has collateralized the obligations by a pledge of all unrestricted excise taxes (transaction, franchise,
privilege, business taxes, State-shared sales and income taxes, fees for licenses and permits, and state revenue
sharing), including all fines and forfeitures, which the City presently or in the future validly imposes or receives from
other entities and which are not earmarked by the contributor for a contrary or inconsistent purpose. The Excise
Taxes do not include the 0.10% Performing Arts Center Excise Taxes, the excise taxes collected and paid to the City
under the 0.50% fransportation excise tax approved by the voters of the City on September 10, 1995 which are
restricted to public transit use, or the excise taxes collected under the 1.00% increase in the transient lodging tax on
hotels approved by the voters on September 10, 2002, which are restricted to fund programs of the Tempe
Convention and Visltor's Bureau.

The City covenants and agrees that, so long as any of the obligations remain outstanding and the principal and
interest thereon shall be unpaid or unprovided for, it will not further encumber the excise taxes on a parity basis
unless the excise taxes collected in the next preceding fiscal year of the City shall have amounted fo at least three
times the highest combined debt service requirements for any succeeding fiscal year for all obligations and
outstanding parity obligations, including the additional parity obligations proposed to be secured by a pledge or the

excise taxes.
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NOTE 9 - LONG-TERM DEBT (Continued)

Excise Tax Revenue Refunding Obligations (Continued)

$21,310,000 2007 Excise Tax Revenue Refunding Obligations due in annual instaliments of
$25,000 to $3,100,000 through July 1, 2022; interest at 4.00% to 5.00% $21,285,000

The following is a summary of debt service cash requirements fo maturity:

Figcal Year
Ending June 30, Principal [Interest Total

2009 $ 25,000 % 1019350 $ 1,044,350
2010 25,000 1,018,350 1,043,350
201 25,000 1,017,350 1,042,350
2012 400,000 1,016,350 1,416,350
2013 420,000 1,000,350 1,420,350

2014-2018 8,925,000 4,404,800 13,329,800

2019-2022 11,465,000 1,312,525 12,777,525

$21,285,000 § 10,789,075 $ 32,074,075

Variable Rate Demand Excise Tax Revenue Obligations. On June 7, 2007, the City entered into a purchase
agreement with Royal Bank of Canada, acting by and through its New York branch, fo pay costs associated with a
portion of the City’s light rail project. These costs were financed through the issuance of $50,000,000 of variable rate
demand excise tax revenue obligations (Obligations). The Obligations are remarketed by RBC Dain Rauscher, inc.,
serving as the remarketing agent, at an interest rate which would cause the Obligations to have a market value on the
comimencement date of such rate period equal to the principal amount thereof plus accrued and unpaid interest, if
any, not to exceed 12%.

The interest rate on these Obligations is reset on a weekly basis and inferest will be paid monthly. The City has the
option of converting from the weekly rate to either a daily rate or term rates, including a term rate period through the
final maturity of the Obligations. In the event that the Obligations are converted to a term rate (other than daily or
weekly), the Obligations are subject to mandatory tender for purchase.

The City has entered into a standby obligation purchase agreement with Royal Bank of Canada. The stated
expiration date of the standby obligation purchase agreement Is June 7, 2010, with extension request options
available to the City thereafter. Royal Bank of Canada is providing liquidity and is obligated to purchase the
Obligations that are tendered for purchase and not remarketed. The guarterly fee paid to Royal Bank of Canada for
this liguidity support is an annualized rate of 0.10% of the average daily amount of available commitment for principal
and interest. As of June 30, 2008, there were no draws outstanding or bonds presented for debt service payments
under this standby obligation.

If the standby obligation purchase agreement was to be exercised and all outstanding obligations were purchased by
Royal Bank of Canada because they could not be remarketed, the maximum repayment liability would be the
outstanding principal balance plus interest calculated at the greater of the Federal Funds Rate plus 2.5% or the Prime
Rate plus 2.0%.

The City has collateralized the bonds by a pledge of excise taxes collected and paid to the City under a 0.50%
transportation excise tax approved by the voters of the City on September 10, 1996 which is restricted to public transit
use. The City covenants and agrees that the excise taxes, which it presently imposes, will continue to be imposed so
that the amount of excise taxes shall he equal to at least two times the total obligation debt service requirements for
all outstanding parity obligations in each fiscal year.

-81-




Notes to the Financial Statements
For Fiscal Year Ended June 30, 2008

City of Tempe, Arizona

NOTE 9 - LONG-TERM DEBT (Continued)

Variable Rate Demand Excise Tax Revenue Obligations (Continued)

$50,000,000 2007 Variable Rate Excise Tax Revenue Obligations due in annual
instaliments of $760,000 to $2,790,000 through July 1, 2037. $ 49,240,000

The average annualized interest rate paid on these Obligations during the fiscal year ended June 30, 2008 was
2.91%. The following is a summary of debt service cash requirements to maturity assuming the interest rate at

June 30, 2008 of 1.57%.

Fiscal Year
Ending June 30, Principal Interest Total

2009 $ 930,000 $ 773,068 $ 1,703,088
2010 965,000 758,467 1,723,467
2011 1,005,000 743,317 1,748,317
2012 1,045,000 727,538 1,772,538
2013 1,085,000 711,132 1,796,132

2014-2018 6,125,000 3,285,775 9,410,775

2018-2023 7,455,000 2,764,849 10,219,849

2024-2028 9,070,000 2,130,883 11,200,883

2029-2033 11,035,000 1,359,620 12,394,620

2034-2037 10,525,000 421,231 10,946,231

$49,240,000 $13,675,880 $62,915,880

Excise Tax Revenue Obligations. On June 17, 2008 the City issued $30,170,000 of Excise Tax Revenue
Obligations. The proceeds were used to fund the costs associated with a portion of the City's light rail project and to
pay costs incurred to issue the obligations. The City has collateralized the obligations by a pledge of 0.50% transit
excise tax revenues, approved by voters on September 10, 1998, which are restricted to public transit use. Such lien
on and pledge of the transit excise taxes is on parity with that for the City’s Variable Rate Demand Transit Excise Tax
Revenue Obligations, Series 2006 and the City's Variable Rate Demand Transit Excise Tax Obligations, Series 2007.

The City covenants and agrees that, so long as any of the Parity Obligations remain outstanding and the principal
and interest shall be unpaid, it will not further encumber the Transit Excise Taxes on a parity basis unless the
Transit Excise Taxes collected in the immediately preceding fiscal year shall have amounted to at least two times
the highest combined principal and interest debt service payments, or any required deposits, for any succeeding
fiscal year for with respect to the transit excise tax revenue Parity Obligations.

$30,170,000 2008 Excise Tax Revenue Obligations due in annual installments of $480,000
to $1,120,000 through July 1, 2038; interest at 3.50% to 5.00% $ 30,170,000

-82-




Notes to the Financial Statements
For Fiscal Year Ended June 30, 2008

City of Tempe, Arizona

NOTE 9 - LONG-TERM DEBT (Continued)

Excise Tax Revenue Oblfgations (Continued)

The following is a summary of debt service cash requirements to maturity;

Fiscal Year
Ending June 30, Principal Interest Total

2009 $ 480,000 $ 1415895 $ 1,895,895
2010 550,000 1,346,094 1,896,094
2011 565,000 1,326,844 1,891,844
2012 585,000 1,307,069 1,892,069
2013 605,000 1,286,594 1,891,594

2014-2018 3,390,000 6,077,269 9,467,269

2019-2023 4,130,000 5,342,843 9,472,843

2024-2028 5,110,000 4,356,969 9,466,969

2029-2033 6,495,000 2,967,750 9,462,750

2034-2038 8,260,000 1,213,625 9,473,625

$30,170,000 $26,640,952  $56,810,052

Section 108 Guaranteed Loan. In July 2004, the City entered info a Section 108 guaranteed loan agreement
with the U.S. Department of Housing and Urban Development {(HUD) for funding of $7,000,000 for on-site
environmental remediation of the University/Hayden Butte Redevelopment Area 5 (Rio Salado Marketplace
Redevelopment). The note requires interest only payments until August 2007. At that time the note will be due in
annual installments of $261,000 to $549,000 through August 1, 2024; interest at 5.37% fo 6.01%. The City has
pledged its Community Development Block Grants as security for HUD's guaranteed loan. The City was awarded a
$1,000,000 HUD Brownfield Economic Development Initiative grant fo be used to pay interest on the HUD Section
108 loan until such time the development generates sufficient tax revenue to cover the debt service of the

development.

$7,000,000 HUD Section 108 Guaranteed Loan due in annual installments of $261,000 to
$549,000 through August 1, 2024; interest at 5.37% t0 6.01% $ 6,739,000
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NOTE ¢ - LONG-TERM DEBT (Continued)
Section 108 Guaranteed Loan (Continued)

The following discloses debt service requirements as of June 30, 2008 segregating principal and interest, for the next
five years and five-year increments thereafter:

Fiscal Year
Ending June 30, Principal Interest Total
2009 $ 273,000 $ 360,752 $ 633,752 -
2010 285,000 349,136 634,136
2011 298,000 336,170 634,170
2012 311,000 321,912 632,912
2013 325,000 306,404 631,404
2014-2018 1,858,000 1,256,665 3,114,665
2019-2023 2,313,000 672,884 2,985,884
2024 1,076,000 65,222 1,141,222

$ 6,739,000 $3,669,145 $10,408,145

Capital Improvement Notes. Capital improvement notes represent borrowings to provide long-term financing for
certain major capital improvement program projects {see Note 6).

Capital improvement notes outstanding at June 30, 2008 were as follows:
$11,440,000 capital improvement notes issued in 1990 due to the Water and Wastewater Enterprise

Fund from the General Fund and Highway Users Special Revenue Fund and payable in equal
annual installments through January 1, 2011; interest at 4.00% $ 1,506,411

The following discloses debt service requirements as of June 30, 2008 segregating principal and interest, to maturity:

Fiscal Year
Ending June 30, Principal Interest Total
2009 $ 482,576 $ 60,257 $ 542,833
2010 501,880 40,953 542,833
2011 521,955 20,878 542,833

$ 1,506,411 $ 122,088 $ 1,628,499

Capital Leases. The City has entered into capital lease agreements for building and equipment. These lease
agreemenis generally require annual payments and the lease term varies from 3 years to 20 years. The lease
agreements qualify as capital leases for accounting purposes and, therefore, have been recorded at the present
value of their future minimum lease payments as of the date of inception.

The assefs acquired through capital leases are as follows:

Amount
Building $ 6,434,335
Equipment, net 328,404
Total $ 6,763,739
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NOTE ¢ - LONG-TERM DEBT (Continued)
Capital Leases (Continued)

The following is a schedule of future minimum lease payments, together with the net present value of the minimum
lease payments as of June 30, 2008. These amounts will be paid for by the General fund.

Fiscal Year
Ending June 30, Total
2009 $ 543434
2010 484,304
2011 482,027
2012 478,500
2013 462,500
2014-2018 2,775,000
Total minimum lease payments 5,225,765
Less: interestat 4.72% to 8.50% {1,874,032)
Present value of future minimum lease payments $ 3,351,733

Statutory Debt Limitation. In the absence of more restrictive bond authorization ballot limitations, the City is subject
to state stafutory limitations on the amount of net bonded debt (exclusive of revenue and special assessment bonds
and purchase contracts) it may have outstanding. The statutory debt limitation is 20 percent of the secondary
assessed valuation for purposes of water, wastewater, open space preserves, artificial lighting, parks, playgrounds
and recreational facilities, public safety, law enforcement, fire and emergency services facilities and streets and
transportation facilities and 6 percent of the secondary assessed valuation for all other purposes.

At June 30, 2008, the 20 percent debt limitation was $480,379,693 with $424,675,000 of outstanding debt. This
provided a 20 percent debt margin of $55,704,693. The 6 percent debt limitation was $144,113,908 with $1,455,000
of outstanding debt. This provided a 6 percent debt margin of $142,658,908. The authorized, unissued debt subject
to the statutory limitations of 20 percent and 6 percent at June 30, 2008, was $198,363,601.

Bond Covenants. The various bond indentures contain certain limitations and restrictions on annual debt service
requirements, maintenance and flow of monies through various restricted accounts, minimum amounts fo be
maintained in various sinking funds, and minimum revenue bond coverages.

Arbitrage. Under U.S. Treasury Department regulations, all government tax-exempt debt issued after August 31,
1986 is subject to arbitrage rebate requirements. The requirements stipulate, in general, the earnings from the
investment of tax exempt bond proceeds that exceed related interest expenditures on the bonds must be remitted
to the Federal government on every fifth anniversary of each bond issue. The City has evaluated each general
obligation bond, certificates of participation, and revenue bond issue subject to the arbitrage rebate requirements
and has determined that no liability exists at June 30, 2008. However, the City has designated $500,000 in the
Generat Fund for this purpose.
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NOTE 9 - LONG-TERM DEBT (Continued)

Debt Service Coverage for Governmental General Obligation Bonds. The City has pledged future ad valorem
tax revenues to repay a total of $125,075,000 in outstanding general obligation bonds. Proceeds of the bonds were
used for general governmental purposes. The bonds are payable through July 1, 2028. Annual principal and interest
payments on the bonds are expected to require less than 58% of total 2007-08 ad valorem taxes. The total principal
and interest remaining to be paid on the bonds is $170,769,244. Principal and interest paid for the current year and
total ad valorem tax revenues were $12,416,863 and $21,717,098, respectively.

Debt Service Coverage for Business-type Activities General Obligation Bonds. The City has pledged future
water and wastewater system revenues, net of operating expenses, to repay a total of $282,520,000 in outstanding
water and wastewater system general obligation bonds. Proceeds of the bonds were used for improvements and
expansions to the City's water and wastewater system. The bonds are payable through July 1, 2028. Annual
principat and interest payments on the bonds are expected to require less than 39% of 2007-08 water and
wastewater operating and non-operating revenue. The total principal and interest remaining to be paid on the bonds
is $399,830,729. Principal and interest paid for the current year and water and wastewater system revenues were
$22,384,072 and $57,883,247, respectively.

Debt Service Coverage for Governmental Excise Tax Obligations. The City has pledged all future unrestricted
excise taxes to repay a total of $55,720,000 in outstanding governmental excise tax obligations. Proceeds of the
bonds were used for general governmental purposes. The bonds are payable through July 1, 2025. Annual principal
and interest payments on the bonds are expected to require less than 4% of total 2007-08 excise taxes. The total
principal and interest remaining to be paid on the bonds is $82,111,795. Principal and interest paid for the current
year and fotal excise taxes were $5,449,930 and $141,601,237, respectively.

Debt Service Coverage for Business-type Activities Excise Tax Obligations. The City has pledged all future
unrestricted excise taxes to repay a total of $2,050,000 in outstanding cemetery excise tax obligations. Proceeds of
the bonds were used for improvements to the Double Butte Cemetery. The bonds are payable through July 1, 2025.
Annual principal and interest payments con the bonds are expected to require less than 71% of total 2007-08 cemetery
operating and non-operating revenues. The total principal and interest remaining to be paid on the bonds is
$3,044,5627. Principal and interest paid for the current year and cemetery revenues were $176,937 and $250,836,

respectively.

Debt Service Coverage for Transit Excise Tax Obligations. For the repayment of transit excise tax obligation
bonds, the City has pledged all future excise taxes collected and paid under the 0.50% transportation excise tax.
Proceeds of the bonds were used for the construction of the City's portion of the light rail system. The current
balance outstanding is $138,065,000. The bonds are payable through July 1, 2038. Annual principal and interest
payments on the bonds are expected to require less than 16% of lotal 2007-08 fransit excise faxes. The fotal
principal and interest remaining to be paid on the bonds is $194,045,663. Principal and interest paid for the current
year and transit excise taxes were $5,092,190 and $32,449,710, respeclively.

Deht Service Coverage for Performing Arts Center Excise Taxes. For repayment of performing arts excise tax
obligations, the City has pledged all future excise taxes collected and paid under a 0.10% performing arts center tax.
Proceeds of the bonds were used for the construction of the Tempe Performing Arts Center. The bonds are payable
primarily from performing arts excise taxes and are secured by a subordinate lisn pledge of all future unrestricted
excise taxes. The current balance outstanding is $47,340,000 and the bonds are payable through July 1, 2020.
Annual principal and interest payments on the bonds are expected to require less than 89% of total 2007-08
performing excise taxes. The total principal and interest remaining to be paid on the bonds is $62,196,522. Principal
and interest paid for the current year and performing arts excise taxes were $6,009,925 and $6,820,193, respectively,
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City of Tempe, Arizona

Changes in Long-term Liabilities. The following is a summary of changes in long-term liabilities for the fiscal year

ended June 30, 2008:

Governmental activities:

Debt payable:

General obligation bonds payable

Special assessments

1999 Excise tax refunding certificates
of participation

2000A Excise tax obligations

2003 Excise tax refunding cbligations

2004 Excise {ax obligations

2005 Excise tax obligations

2006 Excise tax obligations

2006 Variable rate demand excise tax

obligations

2007 Excise tax refunding obligations
2007 Variable rate demand excise tax

obligations

2008 Excise tax obligations

2004 HUD Section 108 loan

Capital improvement notes payable
Total debt payable

Capital leases

Compensated absences

Claims and judgments

Net OPER obligation

Governmental activifies long-term

Business-type activities:

General obligation bonds payable
2005 Excise tax obligations

2005 Excise tax obligation premium

amortization

Net OPEB obligation
Total debt payable

Amounts
Beginning Ending Due Within
Balance Additions Reductions Balance One Year
$ 116,500,000 $ 15,810,000 $ (7,235,000) ° $125,075,000 $ 7,895,000
15,345,000 25,190,000 (2,225,000) 38,310,000 2,215,000
1,220,000 ~ {595,000) 625,000 625,000
1,335,000 - {310,000) 1,025,000 325,000
16,720,000 - (1,470,000) 15,250,000 1,540,000
32,620,000 - (1,835,000) 30,785,000 1,910,000
18,435,000 - (275,000) 18,160,000 285,000
18,275,000 - {1,720,000) 16,555,000 1,790,000
59,785,000 - (1,130,000) 58,655,000 1,175,000
21,310,000 - {25,000) 21,285,000 25,000
50,000,000 - {760,000) 49,240,000 930,000
- 30,170,000 - 30,170,000 480,000
7,000,000 - {261,000) 6,739,000 273,000
1,970,427 - (464,016) 1,606,411 482,576
360,515,427 71,170,000 (18,305,016) 413,380,411 19,850,576
4,923,764 - (1,572,031) 3,351,733 543,434
15,372,758 12,874,100 (10,242,328) 18,004,532 11,096,854
5,224,472 1,627,264 (1,390,012) 5,461,724 2,029,617

- 33,080,583  (4,900,183) 29,089,400 -

$ 386,036,421 $119,660,947 $(36,409,568) $469,287,800 $33,620,481 |

$ 243,265,000 $ 50,555,000 $(11,300,000) $282,520,000 $13,755,000
2,130,000 - {(80,000) 2,050,000 85,000
113,688 - {6,316) 107,372 6,316

- 5,414,779 {728,144) 4,686,635 -
$ 245,608,688 $ 55,969,779 $(12,114,460) $289,364,007 $13,846,316

The long-term liabilities at June 30, 2008 have been reduced by deposits made with the City's fiscal agent for July 1,

2008 maturities.

For the governmental activities, claims and judgements and compensated absences are generally liquidated by the

General Fund.
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NOTE 10 - BONDS TO BE PAID FROM ASSETS HELD IN TRUST

Advance Bond Refundings

Future debt service on refunded honds has been provided through advance refunding bond issues. Under an
advance refunding arrangement, refunding bonds are issued and the net proceeds, plus any additional resources that
may he required, are used to purchase securities issued or guaranteed by the United States government. These
securities are then deposited in an irrevocable trust under an escrow agreement which provides that all proceeds
from the trust will be used to fund the principal and interest payments of the previously issued honded debt being
refunded. The trust deposits have been computed so that the securities in the trust, along with future cash flow
generated by the securities, will be sufficient fo service the previously issued bonds.

On January 1, 2007, the City issued $20,690,000 of general obligation refunding bonds with a premium of $718,251
to partially refund $3,680,000 of Series 1995; $750,000 of Series 1997; $8,890,000 of Series 1998A; and $7,370,000
of Series 2001A outstanding general obligation bonds. The bonds were issued with an average interest rate of
4.30%. The net proceeds of $21,162,165, after payment of $246,085 issuance costs and accrued interest of
$19,313, were used to purchase State and local government securities.

The primary purpose of the refunding was to take advantage of lower interest rates, thereby reducing future debt
service in the Cily's General Obligation Debt Service and Wafer/Wastewater funds. As a result of the advance
refunding, the City reduced its total debt service requirements by $700,471, which resulted in an economic gain (the
difference befween the present values of the debt service payment on the old and new debt) of $591,533.

On January 1, 2007, the City issued $21,310,000 of excise tax revenue refunding obligation bonds with a premium of
$1,387,396 to partially refund $4,205,000 of Series 2000A; and $17,025,000 of Series 2003 outstanding excise tax
revenue obligation bonds. The bonds were issued with an average interest rate of 4.80%. The net proceeds of
$22,436,893, after allocation of $260,503 of issuance costs and accrued interest of $22,674, were used to purchase

State and local government securities.

The primary purpose of the refunding was to take advantage of lower interest rates, thereby reducing future debt
service in the City's General Obligation Debt Service and Community Facilities District funds. As a result of the
advance refunding, the City reduced its fotal debt service requirements by $946,355, which resulted in an economic

gain of $701,966.

Bonds which have been advance refunded (and thus not included in the debt of the City) and are still outstanding as
of June 30, 2008 are as follows:

$24,000,000 general obligation bonds issued in 2001 and partially refunded in 2007 $ 7,370,000
$17,310,000 excise tax revenue obligation bonds issued in 2000 and partially refunded in 2007 4,205,000
$39,275,000 excise tax revenue obligation bonds issued in 2003 and partially refunded in 2007 17,025,000

Total bonds advance refunded $28,600,000
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NOTE 11 - COMMITMENTS

In the Governmental fund financial statements, construction commitments are disclosed as reserves for
encumbrances.

At June 30, 2008 the City's construction commitments are as follows:

Construction
in Progress Commitment
Governmental funds:

Performing arts $ - $ 356478
Transit 31,171,138 8,548,785
Streets 10,147,982 18,170,313
Police 8,632,603 9,995
Fire 765,320 575,880
Storm sewers 7,643 249,156
Parks and recreation - 318,506 2,649,727
Rio Salado 10,076,775 198,438
Community development 8,193,184 11,667,295
Signals 48,665 14,719

$69,361,816 $42.460,786

Construction

in Progress Commitment

Proprietary funds:

Waterfwastewater $67,187,898 $20,530,239
Golf 46,952 -
Cemetery 2,122,755 31,037

$69,357,605 $20,561,276

NOTE 12 - OPERATING LEASES

The City leases copiers under certain noncancelable leases accounted for as operating leases. Operating leases do
not give rise to property rights or lease obligations, and therefore the results of the lease agreements are not reflected
in the City's Statement of Net Assets. Current year lease costs for the fiscal year ended June 30, 2008 was $164,646.

The following is a schedule by year of future minimum lease payments:

Fiscal Year Ending

June 30, Amount
2009 $ 150,338
2010 139,202
201 78,626

Total minimum
payments required $ 368,166
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NOTE 13 - RETIREMENT AND PENSION PLANS

The City contributes to four separate defined benefit pension plans for the benefit of all full-time employees and
elected officials. The Arizona Public Safety Personnel Retirement System administers separate agent
muitiple-employer retirement plans for all full-time police and fire personnel. The Arizona Public Safety Personnel
Retirement System also acts as fund administrator for the Elected Officials Retirement Plan, a multiple-employer
cost-sharing plan for elected officials of the City. The Arizona State Retirement System administers a
multiple-employer cost-sharing plan for all other full-time employees. The City has met all required payment dates for
these plans.

Arizona Public Safety Personnel Retirement System (Full-time Police and Fire Employees)

A. Plan Description

The City contributes to the Arizona Public Safety Personnel Refirement System (“PSPRS"), an agent multiple-
employer public safety employee retirement system that acts as a common investment and administrative agent
for the various police and fire agencies within the state. All police and fire personnel are eligible to participate in
the plan. The plan provides retirement, disability, and death benefits to plan members and beneficiaries. The
PSPRS is jointly administered by the Fund Manager and 162 Local Boards and was established by Title 38,
Chapter 5, Article 4 of the Arizona Revised Statutes (A.R.S). The PSPRS issues a publicly available financial
report that includes financial statements and required supplementary information. This report may be obtained by
writing to Arizona Public Safety Personnel Retirement System, 1020 East Missouri, Phoenix, Arizona, 85014 or
by calling 1-602-255-5575.

B. Funding Policy

PSPRS members are required to contribute 7.65% for fire and 7.66% for police of their annual covered salary
and the City is required fo contribute an actuarially determined rate. The rate for fiscal year 2007-08 was 18.21%
for fire personnel and 16.69% for police members. Benefit and contribution provisions are established by law and
may be amended only by the State of Arizona Legislature (A.R.S. Section 38-843).

C. Annual Pension Cost

Police personnel contributed $2,077,276 and fire personnel $943,390 during fiscal year 2007-08. For 2008, the
City's annual pension cost was $4,531,993 for police and $2,245,638 for fire was equal to the City's required and
actual contributions. The required contribution was determined as part of the June 30, 2006 actuarial valuation
determining contribution requirements for fiscal year 2007-08, using the projected unit credit method. The
actuarial assumptions included (a) 8.50% investment rate of return (b) projected salary increases of 5.50% per
year compounded annually, attributable to inflation and other across-the-hoard increases, {c) additional projected
salary increases ranging from 5.50% to 8.50% per year, attributable to seniorityfmerit. The actuarial value of the
PSPRS assets was determined using techniques that smooth the effects of short-term volatility in the market
value of investments over a 4-year period. PSPRS's unfunded actuarial accrued liability is being amortized as a
level percentage of projected payroll on a closed basis. The remaining amortization period at July 1, 2007 was
29 years.
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NOTE 13 - RETIREMENT AND PENSION PLANS (Continued)

Arizona Public Safety Personnel Retirement System (Full-time Police and Fire Employees) (Confinued)

D.

Three Year Trend Information (latest available information):

Police
Fiscal Year Annual Pension Cost
Ended June 30, {APC) Percentage Contributed Net Pension Obligation
2005 $2,211,359 100% -
2006 2,893,578 100 -
2007 3,154,840 100 -
Fire
Fiscal Year Annual Pension Cost
Ended June 30, {APC) Percentage Contributed Net Pension Obligation
2005 $ 953,985 100% -
2006 527,484 100 -
2007 1,600,734 100 -

Schedule of Funding Progress (latest information avaflable):

Police
Actuarial Annual Unfunded AAL as
Valuation Date Value of Acluarial Accrued  Percent Unfunded Covered a % of Covered
June 30, Assets Liability (AAL) Funded AAL Payroll Payroll
2005 $85,021,886 $ 110,974,549 76.6% $25952,663 $ 19,644,420 132.1
2006 87,050,680 122,297 808 71.2 35,247,128 20,537,953 171.6
2007 84,586,242 142,121,830 595 57,535,588 22,621,598 2543
Fire
Actuarial Annual Unfunded AAL as
Valuation Date Value of Actuarial Accrued  Percent Unfunded Covered a % of Covered
June 30, Assets Liability (AAL) Funded AAL Payroll Payroll
2005 $ 69,263,980 $ 76,888,991 90.1% $ 7,625,001 $ 8,577,147 88.9
2006 68,637,326 83,445,495 82.3 14,808,169 9,829,033 160.7
2007 62,981,056 90,835,797 69.3 27,854,741 11,423,138 243.8

Arizona State Retirement System (All Other Full-time Employees)

A.

Plan Description

The City has elected to participate in the Arizona State Retirement System (ASRS or The System), a
multiple-employer cost-sharing retirement plan, which provides retirement benefits for all full-time employees,
except police and fire employees. The plan provides for retirement, disability, health insurance premium
benefits, and death and survivor benefits. The System was established by the State of Arizona to provide
pension benefits for employees of the state and employees of participating political subdivisions and school
districts. The System is administered in accordance with Title 38, Chapter 5, of the Arizona Revised
Statutes. The System issues a publicly available financial report that includes financial statements and
required supplementary information. That report may be obtained by writing to the Arizona State Retirement
System, 3300 North Central Avenue, Suite1300, Phoenix, AZ, 85012 or by calling 602-2406-2000.
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NOTE 13 - RETIREMENT AND PENSION PLANS (Continued)

Arizona State Retirement System (All Other Full-time Employees) {Continuad)
B. Funding Policy

The Arizona Revised Statutes provide statutory authority for determining the employees’ and employers'
contribution amounts as a percentage of covered payroll. Employers are required to contribute at the same
rate as employees. Although the statutes prescribe the basis of making the actuarial calculation, the Arizona
legislature is able to change the contribution rate from that actuarially determined.

Covered employees contributed 9.10% of their annual compensation fo the plan, as actuarially determined and
set by State statute and the City contributed an amount equal to employee contributions each pay period. The
City's confributions to the ASRS for the years ended June 30, 2008, 2007, and 2006 were $8,957,969,
$6,250,065 and $4,938,788 respectively, equal to the annual required contributions for each year.

Elected Officials Retirement Plan {Mayor and City Council)
A. Plan Description

The City's Mayor and Councilmembers participate in the Elected Officials Retirement Plan (“EORP”) a multiple
employer, cost-sharing pension plan. The Fund Manager of the Arizona Public Safety Personnel Retirement
System ("PSPRS") is the administrator for the EORP which was established by Title 38, Chapter 5, Article 3 of
the Arizona Revised Statutes to provide pension benefits for state and county elected officials, judges and certain
city elected officials. EORP provides retirement benefits as well as death and disability benefits. The authority to
amend Title 38, Chapter 5, Article 3 is reserved for the State Legislature. EORP issues a publicly available
financial report that includes financial statements and required supplementary information. This report may be
obtained by writing to the Elected Officials Retirement Plan, 3010 East Camelback Road, Suite 200, Phoenix,
Arizona, 85016 or by calling 602-255-5575.

B. Funding Policy

The retirement plan's funding policy {required by State Statutes) provides for periodic employer contributions at
actuarially determined rates and employee contributions of 7% of their annual covered salary. The employer rate
for 2007-08 was 20.21%. The City's contributions to EORP for the fiscal years ended June 30, 2008, 2007 and
2006 were $41,482, $36,829 and $39,937 respectively, equal to the annual required contributions for each year.
The City's employees contributed $14,368, $13,898 and $13,611 for the same time period.

NOTE 14 - OTHER POSTEMPLOYMENT BENEFITS

Other postemployment healthcare benefits, like the cost of pension benefits, constitute an exchange of compensation
for employee services rendered. Similar to pension benefits, the cost of other postemployment benefits (OPEB)
generally should be associated with the periods in which the exchange occurs rather than in future periods in which
the benefits are provided. GASB Statement No. 45 requires the City to measure and recognize the OPEB cost while
employee services are rendered, report the accumulated liability from prior years and provide information about the
potential demands on the City’s future cash flows. Recognition of the liability, from the plan described below,
accumulated from prior years, will be amortized over 30 years with the first period beginning with the fiscal year
ending June 30, 2008.

A. Plan Description

The City offers the continuation of group health insurance benefits, in accordance with Resolution 90.63 of the City
Council, to all retired employees who meet the following eligibility requirements: (a) have at least 10 years of service,
(b) be enrolled in one of the City's group health insurance plans, and (c) at the time of retirement, be or have been
eligible fo receive benefits from one of the City sponsored state retirement plans.
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NOTE 14 - OTHER POSTEMPLOYMENT BENEFITS (Continued)
A. Plan Description (Continued)

As of June 30, 2008, 698 retirees meet those eligibility requirements to receive postemployment healthcare
benefits. Total membership in the program is as follows:

Retirees Receiving Benefits 673
Active Employees 1,596
Total 2,269

This OPEB provides medical coverage for qualifisd retired employess through a single-employer defined
benefit plan. The plan provides benefits fo eligible retirees (as outlined above), their spouses and
dependents through the City's group health insurance plans which covers both active and retired members.
The plan benefits and contribution rates are determined by the City's Human Resources Department based
on claims experience and administrative costs of the plan. Because an irrevocable trust fund has not been
established, the plan is not accounted for as a trust fund nor does the plan issue separate financial
statements.

B. Benefits Provided

The Cily offers three health plans to its retirees; Tempe Basic and Tempe Preferred Provider Organization
(PPO), which are the City's self-insurance plans, and the CIGNA Health Maintenance Organization (HMQ)
plan. The benefits provided by the group health insurance plans are the same as those offered to active
employees. '

C. Funding Policy

The plan premium rates are determined annually by the City's Human Resources Department. The retiree
contribution rates are the same as active, regular, full-time employees and are, therefore, blended rates. By
providing retirees and active employess with the same level of benefits at blended rates, the City is in effect
providing an additional subsidy fo refirees. This implicit rate subsidy exists because, on average, retiree
health care costs are higher than active employee healthcare costs. The City has not advance-funded any
portion of the retiree health plan and covers the cost of the program on a pay-as-you-go basis. The current
premium contribution structure for both retirees and active employees is 0% for single coverage and 30% for
dependent coverage.

Both the Arizona State Retirement and Arizona Public Safety Personnel Retirement systems subsidize the
health insurance premium of eligible retirees depending on type of health plan chosen, coverage selected,
and years of service. Approximately 61% of retiree premiums were subsidized by the City during the fiscal
year resuiting in expenditures of $5,425,979 that were recognized for post retirement health care.

D. Annual OPEB Cost and Net OPEB Obligation
The City's annual OPEB cost is calculated hased on the annual required contribution {ARC) which is an
amount actuarially determined in accordance with the parameters of GASB Statement No. 45. The ARC

represents a lavel of funding that, if paid on an ongoing basis, is projected to cover normal cost each year
and amortize any unfunded actuarial liabilities over a period not to exceed thirty years.
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NOTE 14 - OTHER POSTEMPLOYMENT BENEFITS (Continued)

D. Annual OPEB Cost and Net OPEB Obligation (Continued)

The following table shows the components of the City’s annual OPEB cost for the year ended June 30, 2008,
the amount actually contributed to the plan and changes in the City's net OPEB obligation.

Annual Required Contribution $ 39,404,362
Interast on Net QPEB Obligation -

Adjusted to Annual Required Contribution -
Annual OPEB Cost 39,404,362

Contributions Made (5,628,327)
Increase in Net OPEB Obligation 33,776,035

Net OPEB Obligation — Beginning of Year -

Net OPEB Ohligation — End of Year $ 33,776,035

The City's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan and the new
OPEB obligation for the year ended June 30, 2008 were as follows:

Percentage of
Fiscal Year Annual OPEB Employer Annual OPEB Cost Net OPEB
Ended June 30, Cost Contributions Confributed Obligation
2008 $ 39,404,362 $5,628,327 14.3% $33,776,035
E. Funded Status and Funding Progress
The funded status of the plan as of June 30, 2008 was as follows:
Actuarial Accrued Liability $ 398,306,209
Actuarial Value of Plan Assels -
Unfunded Actuarial Accrued Liability $ 398,306,209
Funded Ratio 0.0%
Covered Payroll $ 122,444,835
Unfunded Actuarial Accrued Liability as a Percentage of
Covered Payroll 325.3%

Actuariat valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions
about the probability of occurrence of events far into the future. Examples include assumptions about future
employment, mortality and healthcare cost trends. Amounts determined regarding the funded status of the
plan and the annual required contributions of the employer are subject to continual revisions and actual
results are compared with past expectations and new estimates are made about the future. The schedute of
funding progress, presented as required supplementary information following the notes to the financial
statements, presents multi-year trend information that shows whether the actuarial value of plan assefs is
increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.
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Notes to the Financial Statements
For Fiscal Year Ended June 30, 2008

City of Tempe, Arizona
NOTE 14 - OTHER POSTEMPLOYMENT BENEFITS (Continuad)

F. Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan {the plan as
understood by the employer and plan members) and include the types of benefits provided at the time of
each valuation and the historical pattern of sharing of benefit costs between the employer and plan members
to that point. The actuarial methods and assumptions used include techniques that are designed to reduce
short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-
term perspective of the calculations. Significant methods and assumptions used for this fiscal year valuation
were as follows:

Actuarial Valuation Date June 30, 2008

Actuarial Cost Method Entry Age Normal

Remaining Amortization Period 29 Years

Asset Valuation Method N/A

Actuarial Assumptions;
Healthcare Inflation Rate 13% initial rate, 5% ultimate rate, 9 year grade in period
Investment Rate of Return 4%
Projected Salary Increases 3.75% per year

Amortization Method Level Dollar

NOTE 15 - DEFERRED COMPENSATION PLANS

The City offers s employees two compensation plans created in accordance with Internal Revenue Code, Section
457 and 401(K). The plans, available fo all City employees, permit them to defer a portion of their salary until future
years. The deferred compensation is not available to employeses until termination, retirement, death or unforeseeable
emergency. The City's fiduciary responsibility is that of exercising “due care” in selecting a third-party administrator.

Federal legislation requires that Section 457 plan assets be held in frust for employees. As a result, the employee
assets held in Section 457 plans are no longer the property of the City and subject to claims of the City's general
creditors. Therefore, the Deferred Compensation Agency assets are not included in the City's basic financial
statements.

NOTE 16 - FUND BALANCE /NET ASSETS RESERVATIONS AND DESIGNATIONS
Reservations of Fund Balances

At June 30, 2008, amounts were reserved on the fund financial statements for the following purposes:
encumbrances - represent purchase obligations outstanding at the end of the fiscal year; inventories - the value
of materials and supplies needed to maintain adequate levels of operating supplies; capital improvements notes
receivable — represents amounts to be received that are not currently available; debt service - for payment of
future amounts of principal and interest due.
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NOTE 16 - FUND BALANCE /NET ASSETS RESERVATIONS AND DESIGNATIONS (Continued)

Designations of Fund Balances

At June 30, 2008, amounts were designated for the following purposes: self-insurance - amount designated for
payment of material, unanticipated claims against the City; rainy day - amounts designated for unforeseen
events; Capital Projects - amounis designated for future capital projects; Rio Salado - amount designated for
future operation and maintenance costs related fo the Rio Salado Town Lake project; compensated absences -
amount designated for future payment of compensated absences; arbitrage rebate - amount designated for
future arbitrage rebate; retiree healthcare {(OPEB) - amount designated for future payment of retiree healthcare;
Marketplace contribution — amount designated for the repayment of Housing and Urban Development Section
108 loan; Rio Satado capital improvements fund- amount designated for dam replacements.

Amount

General fund:
Self-insurance purposes $ 8,841,391
Rainy day 8,000,000
Capital projects 9,117,213
Rio Salado 4,192,390
Compensated absences 7,026,071
Arbitrage rebate 500,000
Retiree healthcare (OPEB) 10,000,000
Marketplace contribution 143,979
Total General Fund 47,821,044
Rio Salado capital improvements fund 1,267,619
Total governmental funds $ 49,088,663

NOTE 17 - RISK FINANCING ACTIVITIES

The City is exposed fo risks arising from general liahility, automobile liability (physical damage and bodily injury},
propery liability, workers compensation, and employee health claims.

The City has established a Risk Management Fund (internal service fund) fo account for and finance its uninsured
risks of loss. Amounts are paid into the internal service fund by all other funds and are available to pay claims and to
fund claim reserves. As with any risk retention program, the City is contingently liable in respect fo claims bayond
those actuarially projected. These interfund premiums are used to reduce the amount of claim expenditures reported
in the internal service fund.

The City is a self insured entity with excess commercial coverage purchased for general liability, automobile
liability, property, workers' compensation and group health coverage. The coverage is as follows: for general
liability the first $2.0 million is self insured and excess coverage of $40.0 million is provided; for automobile liahility
the deductible is $25,000 for comprehensive and collision with a policy limit of $5.0 million; for property the self-
insurance retention is the first $100,000 of all perils with a policy limit of $200.0 million; for workers' compensation
and employers' liability the first $500,000 of each claim is self insured, with excess coverage of $2.0 million in
employers' liability and the Arizona statutory workers' compensation coverage; and for group health the self-
insurance retention is $200,000 per occurrence, with an aggregate stop loss deductibte of $18.2 million. During the
year there were ne significant reductions in the amounts of excess coverage purchased.
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NOTE 17 - RISK FINANCING ACTIVITIES {Continued)

At fiscal year end, the estimated, unpaid insurance claims liability was based on a case-by-case review of actual
pending claims and an estimated amount for incurred but not reported claims. A liability for a known claim was
established if information indicated that it was probable that a loss had been incurred as of June 30, 2008, and that
the amount was reasonably estimable. A liability for incurred but not reported claims was based on historical

experience.

The following is a summary of changes in insurance claims liabilities, accounted for in the governmental and
proprietary funds, for the last two fiscal years:

Claims Incurred

June 30, Net of Change June 30,
2007 in Estimates Payments 2008
General liability $ 4,573,410 $ (1,178,191) $  (110,483) $ 3,284,756
Automobile liability 2,223,765 275,389 (232,258) 2,266,896
Property liability 61,387 122,579 {135,916) 48,050
Workers' compensation 2,215,247 940,913 {911,375) 2,244,785
Health insurance 1,407 482 16,516,503 {16,355,733) 1,568,252
$ 10,481,291 $ 16,677,193 $(17,745,745) $9,412,739
Claims Incurred
June 30, Net of Change June 30,
2008 in Estimates Payments 2007
General liability $13,322,788 $ 2,328,738 $(11,078,116) $ 4,573,410
Automobile liability 2,794,473 372,148 {942,856) 2,223,765
Property liability 92,224 191,805 (222,642) 61,387
Workers' compensation 1,811,428 1,675,371 (1,171,552) 2,215,247
Health insurance 1,316,128 14,739,924 {14,648,570) 1,407,482
$ 19,337,041 $19,207,986 $(28,063,736) $ 10,481,291

At June 30, 2008, the internal service fund accrued expenses fotaled $7,858,088. This balance includes the general
liability, automobile liability, property liability and worker's compensation liability of $7,844,487 and other accrued
expenses of $13,601. The health insurance claims liability at June 30, 2008 of $1,568,252 are deemed due and
payable at June 30, 2008 and recorded as accrued expenditures/expense in the governmental and proprietary funds,
respectively. Additionally, at June 30, 2008, the City had $8,841,391 of General Fund fund balance designated for

sslf-insurance purposes.

NOTE 18 - CONTINGENT LIABILITIES

The City is subject to a number of tawsuits, investigations, and other claims that are incidental fo the ordinary
course of its operations. Although the City Attorney does not currently possess sufficient information to reasonably
estimate the amounts of the liabilities to be recorded upon the settlement of such claims and lawsuits, some
claims could be significant to the City's operations. While the ultimate resolution of such lawsuits, investigations,
and claims cannot be determined at this time, in the opinion of City management, based on the advice of the City
Attorney, the resclution of these matters will not have a materially adverse effect on the City's financial position.

The City participates in federaliy-funded and state-funded programs administered by various government
agencies. The programs included in these financial statements may be subject to program compliance and/or
financial monitoring by the granting agency or its representatives. The amount, if any, of expenditures which may
be disallowed by the granting agencies cannot be determined at this time.
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NOTE 19 - RELATED ORGANIZATION

The Industrial Development Authority (IDA) is a non-profit corporation established by the City in 1981 to promote
industry and develop trade by inducing manufacturing, industrial and commercial enterprises to locate and remain
in Tempe. The Board of Directors of the IDA is appointed by the City Council; however, the City does not have a
financial benefit/burden relationship nor is the City able to impose its will on the IDA as defined in GASB Statement
No. 14; therefore, data for the IDA is not included in the City's basic financial statements. Separately issued
financial statements are not available for the IDA.

NOTE 20 - DEFICIT IN FUND BALANCE

The Police Capital Projects Fund had a deficit fund balance of $2,303,721 at June 30, 2008. The deficit will be
funded by future general obligation bond proceeds. The Bikeways Capital Projects Fund had a deficit fund
balance of $248,757 at June 30, 2008. The deficit will be covered by future transfers from operating funds. The
Risk Management Internal Service Fund had a deficit fund balance of $57,977 at June 30, 2008. The deficit will
be covered by future transfers from operating funds.
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City of Tempe, An’z_ona

NON-MAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS

Special Revenue Funds are used to account for specific revenues used to finance certain projects or activities as
required by law or contractual agreement.

® Performing Arts Fund. To account for the receipt and expenditure of the Performing Arts Tax
monies. These monies are restricted fo financing the performing and visual arts center.

® Highway User Revenue Fund. To account for the receipt and expenditure of the City's share of the
highway user taxes. State law restricts the use of these monies to maintenance, construction and
reconstruction of streets, and repayment of transportation-related general obligation debt.

" Local Transportation Assistance Fund. To account for the receipt and expenditure of the City's
share of state lottery allocafions. These monies are restricted to transportation programs only.

¥ Community Development Fund. To account for the receipt and expenditure of U.S. Department of
Housing and Urban Development Community Development Block Grant and Home Program

monies.

® Housing Assistance Fund. To account for the receipt and expenditure of U.S. Department of
Housing and Urban Development Lower Income Housing Assistance Program grant monies.

® Rio Salado. To account for the receipt and expenditure of miscellaneous monies used to foster the
development of Rio Salado.

® Grants and Court Awards. To account for the receipt and expenditure of miscellaneous grant
monies and revenueg received from court awarded confiscated property under both the Federal and
State Organized Crime Acts.

®*  Community Facilities District. To account for the receipt and expenditure of monies for the Rio
Salado Community Facilities District.
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City of Tempe, Arizona

NON-MAJOR GOVERNMENTAL FUNDS (continued)
CAPITAL PROJECTS FUNDS
Capital Projects Funds account for all current financial resources used for the acquisition of capftal facilities except
those financed by Enterprise Funds. Disbursements from these funds are primarily for property acquisition and the
construction of permanent public improvements. The major sources of financing are derived from bond proceeds
and special revenues. -

* Streets Fund. Used for improving, constructing and reconstructing major streets, highways,
collector and local streets within the City, and to acquire rights-of-way.

* Police Fund. Used for purchasing, constructing and equipping public safety buildings.
* Fire Fund. Used for purchasing, constructing and equipping fire stations.
* Performing Arts Fund. Used for constructing the performing and visual arts center.

* Storm Sewers Fund. Used for planning, constructing, extending and improving storm drain trunk
lines and detention basins.

® Parks Fund. Used for acquiring, developing and equipping parks, playgrounds and recreation
facilities.

" Rio Salado Fund. Used for consulting and engineering studies necessary for the design of the Rio
Salado projects and for constructing a wildlife habitat.

® Community Development Fund. Used for acquiring, reconstructing, remodeling, renovating and
equipping existing buildings that house municipat departments, and for acquiring and constructing
housing for the elderly and the redevelopment of the downtown area.

* Bikeways Fund. Used for improving, constructing and reconstructing bikeways within the City, and
to acquire rights-of-way.

" Signals Fund. Used for purchasing, constructing and equipping street light and traffic signal
upgrades and for the planning of an overall transportation plan.
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Combining Balance Sheet

Nonmajor Governmental Funds
June 30, 2008

Assets
Pooled cash and investments
Receivables:
Taxes
Accounts

Accrued interest
Due from other governments
Inventories
Restricted cash and investments
Total assets

Liabllities

Accounts payable
Deposits
Accrued expenditures
Ciaims and judgements
Due to other funds
Deferred Revenue
Matured bonds payable
Matured interest payable

Total liabililies

Fund Balances
Fund balance (deficit):

Resarved for:

Encumbrances

Inventories and prepaids
Unreserved:

Designated

Undesignated

Total fund balances (deficit)

Toftal liabilities and fund balances

Special Revenue

Local
Performing Highway User Transportation Community
Arts Revenue Assistance Development
$ 9311677 % 10,974,761 % 1,608,118 % -
568,243 - - -
13,040 - - -
- 940,396 - 330,259
- 1,232,782 - -
4,782,593 - - -
§ 14675553 § 13,147939 § 1,608,118 § 330,259
$ 82932 §% 193693 $ - ¥ 98,246
109,720 - - -
38,147 98,347 - 12,728
10,188 53,571 - -
- - - 16,697
- - - 50,000
3,555,000 - - -
1,227 463 - - 152,588
5,023,450 345,611 - 330,259
16,328 369,830 - -
- 1,232,782 - -
9,635,775 11,199,716 1,608,118 -
9,652,103 12,802,328 1,608,118 -
$ 14,675553 % 13,147,939 § 1,608,118 % 330,259
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Special Revenue

City of Tempe, Arizona

Housing Grants and Court Community
Assistance Rio Salado Awards Facilities District Total
1902985 % 787,200 1,927,415 $ 267,313 $ 26,779,469
- 226,869 - - 795,112
72,687 - - - 72,587
- 39,204 - - 52,244
- - 1,788,943 - 3,069,698
- - - - 1,232,782
- - - 2,289,986 7,072,579
1,975,572 § 1,053,273 3,716,358 3 2,557,299 $ 38,064,371
10,298 % 57,926 512,598 $ 281,018 $ 1,236,711
- - 670,698 - 780,418
159,070 44,406 1,645 - 354,343
- 18,192 - - 81,951
- - - - 16,697
1,806,204 - 2,369,447 - 4,225 651
- - - 1,490,000 5,045,000
- - - 786,281 2,166,332
1,975,572 120,524 3,554,388 2,557,299 13,907,103
- 6,250 1,192,399 26,202 1,611,009
- - - - 1,232,782
- 926,499 (1,030,429 (26,202) 22,313,477
- 932,749 161,970 - 25,157,268
1,975572 3 1,053,273 3,716,358 3 2,557,299 $ 39,064,371
(continued)
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Combining Balance Sheet

Nonmajor Governmental Funds
June 30, 2008

Assets
Pooled cash and investments
Receivables:
Taxes
Accounts

Accrued interest
Due from other governmenis
Inventories
Restricted cash and investments
Tolal assets

Liahilities

Accounis payable
Deposils
Accrued expenditures
Claims and judgements
Due to other funds
Deferred Revenue
Matured bonds payable
Malured interest payable

Total liabilities

Fund Balances
Fund balance (deficit);

Reserved for:

Encumbrances

Inventories and prepaids
Unreserved:

Designaled

Undesignated

Total fund balances (deficit)

Total liahilities and fund balances

Capital Projects

Police

Performing

1,490,141

333,520

2,640

1,490,141 §

336,160

3,793,862

3,793,862

9,995

{2,313,718)

356,478

(32,4;211

{2,303,721)

324,057

1,490,141

336,160
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Capital Projects

Cily of Tempe, Arizona

Total Nonmajor

Community Governmental
Parks Rio Salado Development Bikeways Signals Total Funds
$ 2929952 § 4766520 $ 17,096173 & - $ 1,355,028 57,209,840 $ §3,989,309
- - - - - - 795,112
- - - - - - 72,587
- - - - - - 52,244
- - - 481,356 - 481,356 3,540,954
- - - - - - 1,232,782
- - 15,749 - - - 18,389 7,090,968
$ 2029952 § 4766520 § 17,111,922 § 481,366 % 1,355,028 57,709,585 $ 96,773,956
$ 378,189 & 260,438 % 1,635,051 § - $ 478,163 12,605,620 $ 13,842,331
- - 938,139 - - 938,132 1,718,557
- - - - - - 354,343
- - - - - - 81,951
- - - 730,113 - 730,113 746,810
- - - - - - 4,225,651
- - - - - - 5,045,000
- - - - - - 2,166,332
378,189 260,438 2,673,190 730,113 478,163 14,273,872 28,180,975
2,649,727 198,438 11,687,295 - 14,719 33,912,000 35,523,009
- - - - - - 1,232,782
- 1,267,619 - - - 1,267,619 1,267,619
(97,964) 3,040,025 2,851,437 (248,757} 862,146 8,256,094 30,569,571
2,551,763 4,506,082 14,538,732 (248,757) 876,865 43,435,713 68,592,981
3 2929952 § 4,766,520 $ 17,111,922 § 481,356 $ 1,365,028 57,709,585 $ 96,773,956
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Combining Statement of Revenues, Expenditures and Changes in Fund Balances

Nonmajor Governmental Funds
For the Fiscal Year Ended June 30, 2008

Revenuss:
Sales laxes
Property taxes
Intergovernmental:
Federal grants
State grants
Stale sales tax
Other
Investment income
Charges for services
Fines and forfeitures
Other entities' participation
Miscellaneous
Total revenues

Expenditures:
Current:
Police
Fire
Community services
Parks and recreaticn
Public works
City attorney
Municipal courts
Development services
Community devalopment
Debt service:
Principal retirement
Interesl and fiscal fees
Capital outlay
Tolal expendilures

Excess (deliciency) of revenues over expendilures
before olher financing sources (Uses)

Other financing sources {uses):
Transfers in:
General fund
Special revenue funds
Debt service funds
Capital projects funds
Enlerprise funds
Transfers oul:
General fund
Special revenue funds
Debt service funds
Capital projects funds
Enterprise funds
lssuance of debt
Premium on issuance of dabl
Proceeds from sale of capital assets
Total other financing sources (uses)

Nel change in fund balances
Fund balance at beginning of year

Fund balance (deficit} at end of year

Special Revenue

Local
Highway User Transportation Community
Performing Arts Revenue Assistance Development
6,820,193 § - $ - $ -

- - - 1,341,332

- 11,387,320 - -

- - 761,513 235,793
796,802 - . R
660,350 - P -

1,745 1,135 - .
8,279,000 11,388,455 761,513 1,677,125
3,320,589 - - -

- 7.802,344 - -

- - 1,677,125
3,555,000 - - 261,000
2,459,245 - - 369,143
9,334,634 7,802,344 - 2,207,268

{1,065, 744) 3,686,111 761,513 (630,143}

- 964,634 - 630,143

192,103 - - -
{140,262) (250) - -

- - (253,838) -

- {2,770,000) - -
(5,000,000) (13,500) - -

- (309,862) - -
(4,941,159) (2.138,988) (253,838) 630,143
(5,996,903} 1,447,123 507,675 -
15,649,006 41,355,205 1,100,443 -

9,662,103 $ 12802328 % 1,608,118 % -
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Special Revenue

City of Tempe, Arizona

Housing Grants and Court Community
Asslstance Rio Salade Awards Facilities District Total
- 1671422 § - $ - $ 8,491,615
- 121,988 - - 121,988
8,722,976 - 1,900,743 - 11,865,031
- - 829,332 - 829,332
- - - 11,387,320
- - 1,132,637 - 2,129,943
61,243 222 659 35,732 573 1,117,009
- 1,861 221,161 449674 1,333,046
- - 1,019,321 - 1,019,321
80,633 166,280 571,674 661,921 1,483,388
8, 564,852 2,184,210 5,710,600 1,112,168 39,878,013
- 218,734 1,989 420 - 2,208,154
- - 1,010,626 - 1,010,626
- - 985,000 - 4,305,688
- 458,859 108,969 - 567,828
- - - 7,802 344
- - 65,691 - 65,691
- - 1,407,370 - 1,407,370
- - 435,322 - 435,322
8,864,852 930,929 60,421 2,601,662 14,043,989
- - - 1,490,000 5,306,000
- - 1,579,791 4,408,179
8,864,852 1,617,522 5,062,918 5,671,453 41,561,191
- 566,688 (352,318} (4,559,285) {1,683.178)
- - - 1,498,015 3,082,792
- - - 3,069,791 3,069,791
- - - - 199,103
. {20,821} - - {161,343}
- - - - (253,638)
- - - (71) (2,770,071)
- - - (8,450) (5,021,950)
- - - - {309,862}
- 2,833 - - 2,833
- {17,988} - 4,559,285 (2,162,545)
- 548,700 (352,318) - (3,845,723)
- 384,049 514,288 - 29,002,991
- 932,749 § 161,970 8 - $ 25,157,268

{continued)
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Combining Statement of Revenues, Expenditures and Changes in Fund Balance

Nonmajor Governmental Funds
For the Fiscal Year Endad June 30, 2008

Capltal Projects

Streels

Police Fire Performing Arts

Storm Sewers

Revenues:

Sales taxes $

Property taxes
Intergovernmenlat:
Federal granis
Slale grants
State sales tax
Other
Investmen! income
Charges for services
Fines and forfailures
Other entities' paricipalion
Miscellansous

- [ - $ -

Tolal revenues

Expenditures:
Current:
Police
Fire
Community services
Parks and recreation
Pubtic works
City atlorney
Municipal courls
Development services
Community development
Dabl service;
Principal retirement
Interest and fiscal foas
Capital oullay

17,505,461

8,164,428 952,044 6,437,971

564,091

Total expenditures

17,505,461

B,164,428 952,044 5,437,871

564,091

Excess (deficiency) of revenues over expenditures
befora other financing sources (uses)

(17.062,658)

{8,138,674) (952.044) {5,374,637)

(564,091)

Other financing sources (uses):
Transfers in:
General fund
Special revenue funds
Debt service funds
Capital projects funds
Enlarprise funds
Transfers oul;
General fund
Special revenue funds
Debt service funds
Capital projecis funds
Enterprise funds
Issuance of debt
Premium on issuance of debl
Proceeds from sale of capital assets

71,000

14,000

(1,850,989)

{219,230)

{27,449)
31,854,290
988,325

1,400,000 - -
- - 5,000,000

(341,133) - -

4,060,000

250,000

Total other financing sources {uses)

31,650,038

5,118,867 745,000 4,800,897

241,171

Net changa in fund balances

Fund balance at beginning of year

14,487,380
5,315,269

(207,044) {573,740)

897,797

(3.020,007)

716,286 1,007,130

(322,920)
2,910,877

Fund balance (deficit} at end of year $

19,802,649

$ (2303721) &

800,086 $ 324,057

b 2,687,957
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City of Tempe, Arizona
Capital Projects

Community Total Nonmajor
Development Governmental
Parks Rio Salado Capital Projects Bikeways Signals Total Funds

- ] - § - $ - $ - 3 - $ 8,491,615

- - - - - - 121,988

- - - - - - 11,965,051

- - - - - . 820,332

_ _ - - - - 11,387,320

- - - - 5,891 5,691 2,135,834

- - 329 - - 63,663 1,180,672
351,444 - 14,088 - - 708,336 2,041,382

- . - - - - 1,019,321
25,000 791,950 147,345 - 12,803 1,077,097 1,077,087

- - 403,258 - - 428,812 1,912,200
376,444 791,950 565,020 - 18,694 2,283,799 42,161,812

- - - - - - 2,208,154

- - - - - - 1,010,626

- - - - - - 4,305,688

- - - - - 567,828

- - - - - - 7,802,344

- - - - - - 65,691

- - - - - - 1,407,370

- - - - - - 435,322

_ . - - - - 14,043,989

- . - - - - 5,306,000

- - - - - - 4,406 179
4,134,328 1,322,180 11,132,743 - 1,565,835 50,779,081 50,779,081
4,134,328 1,322,180 11,132,743 - 1,565,835 50,779,081 92,340,272
(3,757,884} {530,230) (10,567,723) - (1,547,141} {48,495,282) (50,178,460}
525,000 - 16,998,906 - - 19,714,906 22,797,698

- 8,450 326,271 - 13,500 5,348,221 5,348,221

- - - - - - 3,069,791
281,499 - 117,400 - 8,829 421,728 620,831

- - 551,410 - - 801,410 801,410
- - {10,000} - - (351,133) (512,476)
- - - - - (199,103} {452,941)
- - - - - {1,850,289) (4,621,080}
- (165,283) (344,009) - (14,000) (751,360) {5,773,310)
(90,856} - {5,000} - - (123,305) (433,167}
3,360,000 - - - 960,610 41,000,000 41,000,000
- - - - - 988,325 988,325

- 709,815 - - - 709,815 712,648
4,005,643 552 982 17,634,978 - 968,039 65,708,515 63,545,970
337,759 22,752 7,067,255 - {578,202) 17,213,233 13,367,510
2,214,004 4,183,330 7,471,477 (248,757) 1,455,067 26,222,480 55,225,471
2,551,763  $ 4,506,082 3 14,538,732 & (248,757) % 876,865 § 43435713 $ 68,592,981
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City of Tempe, Arizona

INTERNAL SERVICE FUNDS

Internal Service Funds are used to account for the financing of goods or services provided by one department to
other departments of the government and to other government units, on a cost reimbursement basis.

= Risk Management Fund. Used to account for the costs of general liability, automobile liability,
property liability and workers compensation claims by the City under a self-insurance program.

® Health Fund. Accounts for the expenses incurred for employee health related costs under the
City's self-insurance program.
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Combining Statement of Net Assets

Internal Service Funds
June 30, 2008

Assets
Current assefs:
Pooled cash and investments
Accounts receivable

Total assets

Liabilities
Current liabilities:
Accounts payable
Accrued expenses and claims payable
Total current liabilities

Noncurrent liabilities:
Net OPEB CObligation
Total noncurrent liabilities

Teotal liabilities

Net Assets
Unrestricted

Total net assets

City of Tempe, Arizona

Risk

Management Health Total
$ 7,962,991 4,963,033 $ 12,926,024
- 212,115 212,115
7,962,991 5,175,148 13,138,139
104,903 1,034,316 1,139,219
7,858,088 - 7,858,088
7,962 991 1,034,316 8,997,307
57,977 - 57,977
57,977 - 57,977
8,020,968 1,034,316 9,055,284
{57.977) 4,140,832 4,082,855
$ (57,977) 4,140,832 $ 4,082,855
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Combining Statement of Revenues, Expenses and Changes in

Fund Net Assets

Internal Service Funds

For the Fiscal Year Ended June 30, 2008

Operaling revenues:
Contributions
Total operating revenues

Operating expenses:
Claims incurred
Total operating expenses

Changes in net assets
Total net assets- beginning

Tofal net assels- ending

City of Tempe, Arizona

Risk
Management Heaith Total

$ 2,158,360 $ 26,608,426 $ 28,766,788
2,158,360 26,608,426 28,766,786
2,216,337 24,157,451 26,373,788
2,216,337 24,157,461 26,373,788
{567,977) 2,450,975 2,392,998
- 1,689,857 1,689,857
$ (57.977) $ 4,140,832 $§ 4,082,855

-113-




Combining Statement of Cash Flows

Internal Service Funds
For the Year Ended June 30, 2008

Cash flows from operating aclivities:
Receipts from olher funds
Payments for settlement of claims
Net cash provided (used) by operating activities

City of Tempe, Arizona

Net increase (decrease) in cash and c¢ash equivalenls

Cash and cash equivalents, beginning of year
Cash and cash equivalants, end of yaar

Reconclliation of operating loss to net cash provided by
operating activities:
Operating income (loss)
Adjustments to reconcile operating loss to net cash
provided by operaling activities:
Change in assefs and liabilities:
(increase) decrease in accounts receivable
Increase (decrease) in accounts payable
Increase (decreass) in accrued expenses
Increase {decrease) in net OPEB obligation

Net cash provided (used) by operaling activities

Risk

Management Health Total
$ 2,158,360 $ 26,500,952 $ 28,659,312
(3,334,513) (23,338,980) (26,673,493)
(1,176,153} 3,161,872 1,985,819
(1,176,153) 3,161,972 1,985,819
9,139,144 1,801,061 10,940,205
$ 7,962,991 $ 4,963,033 $ 12,926,024
$ (57,977} $ 2450975 $ 2,392,998
- (107,474) (107,474)
49,283 818,471 867,754
(1,225,436) - {1,225,436)
57.977 - 57,977
$ (1,176,153) $ 3161972 $ 1,985,819
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Other Supplementary Information
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City of Tempe, Arizona

BUDGETARY COMPARISON SCHEDULES
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Combined Schedule of Revenues, Expenditures and Changes in Fund Balance-

Budget to Actual

General, Debt Service, Special Revenue and Enterprise Fund Types

For the Fiscal Year Ended June 30, 2008

Revenues
Taxes
Intergovernmental
Investiment income
Charges for services
Fines and forfeilures
Licenses and permits
Miscellaneous

Total revenues

Expenditures
Current:
Police
Fire
Community services
Parks and recreation
Public works
Community relations
Mayor and council
City manager
Diversity program
Internal audit/consulting
City clerk and elections
City attorney
Municipal courts
Development services
Community development
Financial Services
Human resources
Information technology
Information technology interdept charges
Water ulilities
Non-deparimental
Debt Service:
Principal
Interest and fiscal fees
Tolal expenditures

Other financing sources {uses}
Transfers from other funds
Transfers to other funds
Proceeds from sale of capital assets
Total other financing sources (uses)
Net change in fund balance

Final Budget
Amounits

Actual
Amounts

(Budgetary Basis)

$ 169,731,084

$ 169,7¢8,418

78,103,080 77,051,053
8,869,943 15,871,407
75,991,773 79,221,830
8,323,460 9,129,055
1,415,650 1,592,521
4,114,244 4,743,748
346,549,234 347,408,032
67,337,362 69,362,663
25,592,179 25,615,082
20,293,184 19,898,472
18,094,594 17,627,569
76,065,217 74,722,229
3,054,408 2,959,090
429,943 366,695
363,884 302,434
708,799 641,510
500,620 490,817
734,318 748,020
3,183,355 3,134,006
4,154,817 4,150,050
7,042,390 6,928,113
20,393,892 18,900,895
4,681,611 4,481,070
3,553,433 3,312,487
14,428,121 14,749,224
(13,612,415) (14,367,310)
36,627,267 35,340,259
6,218,423 3,587,968
31,167,958 27,276,865
36,190,470 26,003,939
367,203,828 346,232,147
1,665,933 24,299,552
(26,738,781) (73,096,267)
160,000 8,863,557

(24,912,848)

(39,933,158)

$ (45,567,442)

$ (38,757,273)
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Variance with
Final Budget
Positive

—{(Negative)

$  (9,932,666)
(1,052,027}
7.001,464
3,230,057
805,595
176,871
629,504
858,798

(2,025,301)
(22,903)
394,712
467,025
1,342,988
95,316
63,248
61,450
67,289
9,803
(13,702)
49,349
4,767
114,277
1,492,997
200,541
240,946
(321,103)
754,895
1,287,008
2,630,455

3,891,093
10,186,531

20,971,681

22,633,619
(46,357,486)
8,703,557

(15,020,310

$ 6,810,169




Schedule of Revenues, Expenditures and Changes in Fund Balance-

Budget to Actual

General Obligation Debt Service Fund
For the Fiscal Year Ended June 30, 2008

City of Tempe, Arizona

Actual Variance with
Amounts Final Budget-
Final Budget (Budgetary Positive
Amounts " Basis) (Negative)
Revenues:
Property taxes $ 22,252,163 $ 21,717.098 $ (535,065
Investment income - 20,619 20,619
Other entities' participation - 272,568 272,668
Total revenues 22,252 163 22,010,275 (241,888)
Expenditures:
Debt service:
Principal reirement 8,815,344 8,700,865 114,479
Interest and fiscal feas 8,698,153 6,758,465 1,939,688
Total expenditures 17,513,497 15,458,330 2,054,167
Excess of revenues over
expenditures
4,738,666 6,550,845 1,812,279
Other financing sources (uses):
Transfers in - 8,585,071 8,685,071
Transfers out - (8,884,791) (8,8684,791)
Tolal other financing sources - (209,720) (299,720
Excess (deficiency) of revenues over
expenditures and other
financing sources $ 4,738,666 $ 6,251,225 $ 1,512,559
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Schedule of Revenues, Expenditures and Changes in Fund Balance-

Budget to Actual

Performing Arts Fund
For the Fiscal Year Ended June 30, 2008

Revenues:
Sales taxes
Investment income
Charges for services
Miscellaneous
Total revenues

Expenditures:
Current:
Community services
Debt service;
Principal retirement
Interest and fiscal fees
Total expenditures

Deficiency of revenues over
expenditures

Other financing sources (uses):
Transfers in
Transfers out
Total other financing sources

Deficiency of revenues and other
sources over expenditures
and other uses

City of Tempe, Arizona

Actual
Amounts
Final Budgst (Budgetary
Amounts Basis)
$ 7,270,400 $ 6,820,193
457 167 948,834
350,000 660,350
- 1,745
8,077,667 8,431,122
3,360,831 3,332,871
3,485,000 3,555,000
2,532,051 2,459,245
9,377,882 9,347 116
(1,300,315) (915,994)
- 199,103
- (5,000,000}
- {4,800,897)

$ (1,300,315)

$ (5.716,891)

-121 -

Variance with
Final Budget-
Positive

{Negative)

$ (450,207)
491,667
310,350

1,745
353,555

27,960
(70,000)

72 806
30,766

384,321

169,103

{5,000,000)
(4,800,897)

$ (4.416,576)




Schedule of Revenues, Expenditures and Changes in Fund Balance-

Budget to Actual

Highway User Revenue Fund
For the Fiscal Year Ended June 30, 2008

Revenues:

Intergovernmental:
State sales tax
Miscellaneous
Total revenues

Expenditures:
Current:

Public works
Total expenditures

Excess of revenues over
expenditures

Other financing sources (uses):

Transfers in
Transfers out

Total other financing sources

Excess of revenues and other
sources over expenditures
and other uses

Actual
Amounts
Final Budget (Budgetary
Amounts Basis)
$ 11,484,000 $ 11,387,320
142,970 1,135
11,627,060 11,388,455
10,130,387 9,851,974
10,130,387 9,851,974
1,496,673 1,636,481
870,000 954,634
(308,862) (3,093,622}
560,138 (2,138,988)
$ 2,066,811 $ (602,507)
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Variance with
Final Budget-
Positive

{Negative)

3 (98,770)
141,835

(238,605}

k

278,413
278,413

39,808

84,634
2,783,760

(2,699,126)

$ (2.659,318)




Schedule of Revenues, Expenditures and Changes in Fund Balance-

Budget to Actual

Local Transportation Assistance Fund
For the Fiscal Year Ended June 30, 2008

Revenues:
Intergovernmental:
Cther
Total revenues

Expenditures:
Current;
Public works
Total expenditures

Excess of revenues over
expenditures

Other financing uses:

Transfers out
Total other financing uses

Excess of revenues over
expenditures and other
financing uses

City of Tempe, Arizona

Actual
Amounts
Final Budget (Budgetary
Amounis Basis)
$ 767,100 $ 761,513
767,100 761,513
767,100 761,613
(253,838) {253,838
{(253,838) (253,838)
$ 513,262 $ 507675
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Variance with
Final Budget-
Posilive

{Negative)

$  (5,887)
(5,587)

$ (5587)




Schedule of Revenues, Expenditures and Changes in Fund Balance-

Budget to Actual

Community Development Fund
For the Fiscal Year Ended June 30, 2008

Revenues:
Intergovernmental:
Federal grants
Other
Total revenues

Expenditures:
Current:
Community development
Debt service:
Principal retirement
Interest and fiscal fees
Total expenditures

Deficiency of revenues over
expenditures

Other financing sources:
Transfers in
Total other financing uses

Deficiency of revenues and other
financing sources over expenditures

City of Tempe, Arizona

Actual
Amounts
Final Budget {Budgstary
Amounts Basis)
$ 2,173,633 $ 1,341,332
141,323 235,792
2,314,856 1,677,124
2,314,856 1,577,124
- 261,000
- 369,143
2,314,856 2,207,267
- (630,143)
- 630,143
- 630,143
$ - $ -
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Variance with
Final Budget-
Positive

(Negative)

$ (832,201)
94,469

(737,732)

737,732
(261,000)

(362,143)
107,589

(630,143)

630,143
630,143




Schedule of Revenues, Expenditures and Changes in Fund Balance-
Budget to Actual

Housing Assistance Fund
For the Fiscal Year Ended June 30, 2008

City of Tempe, Arizona

Actual Variance with
Amounts Final Budget-
Final Budget (Budgetary Positive
Amounts Basis) (Negative)
Revenues:
Intergovernmental:

Federal grants $ 8,480,645 $ 8,722,976 $ 24233
Investment income 221,743 61,243 (160,500)
Miscellanecus - 80,633 80,633

Total revenues 8,702,388 8,864,852 162,464
Expenditures:;
Current;
Community development 8,702,388 8,864,852 (162,464}
Total expenditures 8,702,388 8,864,852 (162,464)
Excess of revenues over
expenditures 3 - $ - $ -
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Schedule of Revenues, Expenditures and Changes in Fund Balance-

Budget to Actual

Rio Salado Fund
For the Fiscal Year Ended June 30, 2008

City of Tempe, Arizona

Actual Variance with
Amounts Final Budget-
Final Budget (Budgetary Positive
Amounts Basis) (Negative)
Revenues:
Sales laxes $ 917,600 $ 1,671,422 $ 753,822
Properly laxes 150,000 121,988 {28,012)
Investment income 137,754 208,592 70,838
Charges for services - 1,861 1,861
Miscellaneous 153,416 166,280 12,864
Total revenues - 1,358,770 2,170,143 811,373
Expendilures:
Current: .

Community development 2,083,894 1,612,990 470,904
Total expenditures 2,083,894 1,612,990 470,904
Excess (deficiency) of revenues over

expenditures
(725,124) 557,163 1,282,277
Other financing sources (uses):
Transfers in - - -
Transfers out - (20,821) {20,821}
Proceeds from sale of capital assets - 2,833 2,833
Total other financing sources - {17,988) (17,988)
Deficiency of revenues and
other sources over expenditures
and other uses $ (725124) $ 539,165 $ 1,264,289
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Schedule of Revenues, Expenditures and Changes in Fund Balance-

Budget to Actual

Community Facilities District Fund
For the Fiscal Year Ended June 30, 2008

Revenues:
Investment income
Charges for services
Miscellaneous
Tolal revenues

Expenditures:
Current:
Community development
Debt service:
Principal
Interest and fiscal fees
Total expenditures

Deficiency of revenues over

expenditures

Other financing sources (uses);
Transfers in
Transfers out

Total other financing sources

Deficiency of revenues and
other sources over expenditures

and other uses

City of Tempe, Arizona

Actual

Amounts

Final Budget (Budgetary

Amounis Basis)

$ - $ 573
981,765 449,674
30,825 - 661,921
1,012,590 1,112,168
3,054,608 2,627,865
1,470,000 1,490,000
1,632,488 1,679,791
6,167,096 5,697,656
(5.144,500) (4,585,488)

- 4,567,808

- 8,521

- 4,559,285
$ (5,144.506) $  (26,203)
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Variance with
Final Budget-
Positive

{Negative)

¥ 573
(532,091}
631,096

96,578

426,743

(20,000)
52,697

459,440

550,018

4,567,806
8,521

4,559,285

$ 5,118,303




Schedule of Revenues, Expenditures and Changes in Fund Balance-
Budget to Actual

Water and Wastewater Fund
For the Fiscal Year Ended June 30, 2008

City of Tempe, Arizona

Aclual Variance with
Amounts Final Budget-
Final Budget (Budgetary Positive
Amounts Basis) {Negalive)
Revenues:
Investment income $ 2,222,229 $ 3,354,999 $ 1,132,770
Charges for services 47,405,102 49,078,728 1,673,626
Miscellaneous 621,000 310,282 (310,718)
Tolal revenues 50,248,331 52,744,009 2,495 678
Expenditures:
Current;
Water utilities 36,627,267 35,340,259 1,287,008
Debt service:
Principal 14,790,354 11,300,000 3,490,354
interest and fiscal fees 12,853,469 11,112,690 1,740,779
Tolal expenditures 64,271,080 57,752,949 6,518,141
Deficency of revenues over
expenditures
(14,022,759} (5,008,240) 9,013,819
Other financing sources (uses):
Transfers in 542 833 6,385,282 5,842,449
Transfers out (801,410) (6.691,337) (5,889,927)
Total other financing sources (258,577) (306,055) (47,478)
Excess (deficlency) of revenues and
other sources over expenditures
and olher uses $(14,281,336) $ (5,314,995) $ 8,966,341
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Schedule of Revenues, Expenditures and Changes in Fund Balance-
Budget to Actual

Solid Waste Fund
For the Fiscal Year Ended June 30, 2008

City of Tempe, Arizona

Actual Variance with
Amounts Final Budget-
Final Budget (Budgelary Positive
Amounts Basis) (Negative)
Revenues:
Investment income $ 126,348 $ 222,531 $ 96,183
Charges for services 14,324,055 14,669,542 345,487
Total revenues 14,450,403 14,892,073 441,670
Expenditures;
Current;

Public works 15,985,213 15,813,151 172,062
Total expenditures 15,985,213 15,813,151 172,062
Deficiency of revenues over

expenditures
(1,534,810) (921,078) 613,732
Other financing sources:
Transfers in - 5,000 5,000
Proceeds from sale of capital assets - 185,902 185,902
Total other financing sources - 190,902 120,902
Excess (deficiency) of revenues and
other sources over expenditures
and other uses $ (1,534,810 $_ (730,176) $ 804,634
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Schedule of Revenues, Expenditures and Changes in Fund Balance-

Budget to Actual

Golf Fund
For the Fiscal Year Ended June 30, 2008

Revenues:
Investment income
Charges for services
Miscellaneous
Total revenues

Expendifures:
Current:
Parks and recreation
Debt service:
Principal
Interest and fiscal fees
Total expenditures

Deficency of revenues over
expenditures

Other financing sources:
Transfers in
Total other financing sources

Excess (deficiency) of revenues and
other sources over expenditures
and other uses

City of Tempe, Arizona

Actual
Amounts
Final Budget (Budgetary
Amounis Basis)
$ 5,705 $ 18,715
2,032,500 1,984,429
- 14
2,038,205 2,003,158
2,068,743 2,034,912
4,464 -
5,629 -
2,078,836 2,034,912
(40,631) (31,754
- 60,957
- 60,957
$ (40,631) $ 20,203
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Variance with
Final Budget-
Positive

_ (Negative)

$ 13,010
(48,071)
14

(35,047)

33,831

4,464
5,629

43,924

8,877

60,957

60,057

$ 68834




Schedule of Revenues, Expenditures and Changes in Fund Balance-
Budget to Actual

Cemetery Fund
For the Fiscal Year Ended June 30, 2008

City of Tempe, Arizona

Actual Variance with
Amounis Final Budget-
Final Budget (Budgetary Positive
Amounts Basis) {Negative)
Revenues:
Charges for services $ 120,000 $ 231,960 $ 111,960
Total revenues 120,000 231,960 111,960
Expenditures:
Current:
Parks and recreation 187,146 100,996 86,150
Debt service:
Principal 80,000 80,000 -
Interest and fiscal fees 121,938 96,938 25,000
Total expenditures 389,084 277,934 111,150

Deficiency of revenues over
expenditures $ (269,084) $  (45974) $ 223,110
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City of Tempe, Arizona

FINANCIAL DATA SCHEDULES

The Financial Data Schedules in this section are presented as required by the U.S. Department of Housing and
Urban Development in accordance with the Uniform Financial Reporting Standards Ruie as contained in the

Federal Register (24CFR, Part 5, Subpart H). These schedules are presented on a medified accrual basis of
accounting.
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Other Supplementary Information - Financial Data Schedule

Balance Sheet

Housing Assistance Fund
June 30, 2008

City of Tempe, Arizona

Section 8 Voucher
Program

Line ltem # Account Description
Assets
111 Cash - unrestricted
128 Accounts receivable - Fraud Recovery

Total assets

Liabilities
312 Accounts payable <= 90 days
321 Accrued wage/payroli taxes payable
331 Accounts payable - HUD PHA programs
342 Deferred revenues

Total liabilities
Equity

512 Undesignated fund balance
513 Total equity
600 Total liabilities and equity
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$ 1,902,985
72,587

$ 1,975,572

$ 10,298
14,815

144,255

1,806,204

1,975,572

$ 1,975,672




Other Supplementary Information - Financial Data Schedule
Revenues and Expenses

Housing Assistance Fund
For the Fiscal Year ended June 30, 2008

Line ltem # Account Description
Revenues
706 HUD PHA grants
711 Investment income - unrestricted
714 Fraud Recovery
715 Other revenue

Total revenues

Expenses
911 Administrative salaries
912 Auditing fees
914 Compensated absences
915 Employee benefit contributions - administrative
916 Other operating - administrative
973 Housing assistance payments

Total expenses
Excess of revenues over expenses

Memo Account Information

1120 Unit months available

1121 Number of unit months leased

1117 Administrative Fee Equity

1118 Housing Assistance Payments Equity
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Section 8 Voucher
Program

$ 8,722,976
61,243
80,633

8,864,852

451,569
4,534
69,242
178,347
124,816
8,036,344

8,864,852

12,984
12,818
325,391
1,480,813
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This section provides a broad range of trend data covering key financial
indicators including general governmental revenues and expenditures,
property taxes, debt burden, demographics and miscellaneous data useful
in assessing the City's financial condition.
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City of Tempe, Arizona

STATISTICAL SECTION

The Statistical Section presents detailed information as a context for understanding the information in the financial
statements, note disclosures and required supplementary information in regards to the City's overall financial
health.

" Financial Trends. These schedules contain trend information to help the reader understand how
the City's financial performance and well-being have changed over time.

® Revenue Capacity. These schedules contain information to help the reader assess the City's
most significant local revenue sources, property tax and sale and use taxes.

* Debt Capacity. These schedules present information to help the reader assess the affordability
of the City's current levels of outstanding debt and the City's ability to issue additional debt in the

future,

® Economic and Demographic Information. These schedules offer economic and demographic
indicators to help the reader understand the environment within which the City's financial activities

fake place.
® Operating Information. These schedules contain service and infrastructure data to help the

reader understand how the information in the City’s financial report relates fo the services the City
provides and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annual financial reports for the
relevant year.

Note: The City implemented GASB 34 for the fiscal year ended June 30, 2002. Prior slatemenls have not been restated to comply with
the new requirements. These amounts are presented on the accrual basis of accounting.
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City of Tempe, Arizona




General Property Tax Information (Exhibit S-7)

City of Tempe, Arizona

Tax Levy Limitations

Beginning in 1980-81, the total tax levy is comprised of two elements: a primary levy for operating costs
and a secondary levy for general obligation bond debt service requirements. The primary levy was
limited to a 7% increase for 1980-81 and a 2% annual increase thereafter. In addition, the primary ievy
on residential property only is limited to an amount net more than 1% of market value. The secondary

levy is unlimited.

Assessments and Collections

Since 1950-51, Maricopa County, at no charge to the cities, has assessed and collected all municipal
property taxes. Remittances are made fo the respective cifies pericdically as collections accrue.

Taxes Due

First installment is due October 1st; second instaliment is due March 1st.

Taxes Payable

City property taxes are payable at the office of the County Treasurer. Taxes for the first half of the year
can be paid on the first of Seplember through the first of November. Second half taxes can be paid on
the first of March through the first of May.

Taxes Delinguent

The first haif becomes delinquent on the first day of November at 5 p.m. The second half becomes
delinquent on the first day of May at 5 p.m. Interest at the rate of 16% per annum attaches on the first
and second instaliments following the delinquent dafes.

Tax Sale

The sale of delinquent tax bill's is begun on a date not earlier than February 1 nor later than March 1
following the May 1 date upon which the second half taxes become delinquent. The sale is made at
public auction in the office of the Couniy Treasurer. Tax bills are sold o the highest bidder who offers fo
pay the accumulated amount of tax and to charge thereon the lowest rate of interest. The maximum
amount of interest allowed by law is 12% per annum. The purchaser is given a Certificate of Purchase

for sach parcel.

Tax Deed

Five years subsequent to the tax sale, the holder of a Certificate of Purchase which has not been
redeemed by ithe delinquent property owner may demand a Counly Treasurer's Deed. However, at the
end of three full years, a holder of a Certificate of Purchase may institute quiet title action and the court
will instruct the County Treasurer to issue a County Treasurer's Deed if the suit is successiul.

Redemption

Redemption may be made by the delinquent property owner or any interested party by payment in full of
all accumulated charges at any time before issuance of the tax deed. Payment may be made to the

County Treasurer.
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Primary and Secondary Assessed Value and Estimated Actual Value of Taxable
Property (Exhibit S-8)

Last Seven Fiscal Years
Rate per $100 of Assessed Value

Commercial, Vacant, Owner
Manufaciuring, Agriculiural & Occupied Rentai Railroad &
Fiscal Telecommunications Governmental Residential Residenlial Adrlines
Year Property Properly Property Property Property
2001-02 Primary § 834642415 § 31,186,306 § 374,437,089 § 123377474 0§ 1,710,226
Secondary 887,301,591 38,657,266 388,110,036 135,780,153 1,811,596
2002-03 Primary 915,869,448 30,810,942 384,928,341 130,845,963 1,639,351
Secondary 981,176,470 38,767 071 388,897,351 . 138,567,526 1,737,214
2003-04 Primary 935,290,666 28,432,421 461,432,599 139,596,174 1,695,416
Secondary 1,016,813,162 40,528,635 466917 457 153,014,453 1,829,752
2004-05 Primary 1,013,975,894 28,432,421 461,432,599 146,840,125 2,973,252
Secondary 1,094,932,248 37,741,236 472,792,985 152,253,913 3,347 552
2005-06  Primary 1,245,827,301 238,624,198 499,989,878 163,440,750 2,770,242
Secondary 1,303,026,577 282,897,988 528,444,640 175,658,220 3,046,217
2006-07 Primary 1,306,192,761 249,763,558 515,469,816 175,924,392 3,008,952
Secondary 1,392,698,031 335,482,079 523,973,749 182,197,200 3,198,718
2007-08 Primary 1,369,975,785 287,255,556 587,620,345 191,632,935 3,284,085
Secondary 1,487,353,047 386,956,732 782,035,308 240,647,400 3,652,041

Source:  Maricopa Counly Assessor’s Office

Nole: Beginning in 1980-81, the total tax levy is comprised of two elements: a primary levy for operating cosls and a
secondary levy for general obligation bond debl service requirements. The primary levy was limiled lo a 7% increase
for 1980-81 and a 2% annval increase thergafter, In addition, the primary levy on residential property enly is limiled lo
an amount not more than 1% of market value. The secondary levy is unlimited.

Note: Information prior lo fiscal year 2002 was not available in this format

{A) Assessed values are shown net of tax-exempt property for fiscal year 2001-02 lhrough 2004-05.
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City of Tempe, Arizona
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Tolal Eslimated Assessed
Non-commercial Less: Tolal Taxable Direct Aclual Value as a
Historic Tax-Exemplt Assessed Tax Taxable Percentage of
Property Property (A) Valug Rate Value Aclual Value
$ 4,667,240 NiA 1,370,020,840 $ 0.53 ¥ 9,756,507 857 14.04 %
4,700,975 N/A 1,456,361,617 0.82 9,197,839,943 15.83
9,336,275 NA 1,473,530,320 0.52 10,505,677,932 14.03
9,346,662 N/A 1,556,492,294 0.83 9,669,307,443 16.10
9,128,538 NiA 1,675,575,814 0,55 11,424,612,316 13.79
9,348,956 NIA 1,688,452 415 0.80 10,779,997,040 15.66
7,538,097 N/A, 1,661,192,388 0.53 12,379,112 416 13.42
7,809,451 NIA 1,768,877,385 0.82 11,034,323 ,885 16.03
1,229,232 350,861,051 1,801,020,550 0.52 13,289,932,548 13.55
1,426,854 390,074,308 1,904,426,188 0.88 14,207.441,131 13.40
1,341,770 356,496,779 1,895,204,470 0.52 13,995,714,438 13.54
1,448,936 432,295,381 2,006,703,332 0.88 15,035,677,275 13.35
5,569,454 413,757,218 2,031,580,942 0.51 15,428,450,636 13.17
6,404,967 505,151,029 2,401,898,466 0.89 18,964,996,979 12.66




Property Tax Rates - All Direct and Overlapping Governments (Exhibit S-9)

Last Ten Flscal Years
Rate per $100 of Assessad Valus

Schaools
Tempe East Valley
Fiscal City of Tempe Elemen- Institute of Maricopa  Community
Year Tempe Union tary (A) Technology County College
1998-99 Primary $ 054 § 230 % 318 - $ 168 § 0.99
Secondary 0.86 1.27 117 0.07 0.13 0.13
Total 1.40 3.57 4.35 0.07 1.681 1.12
1998-00 Primary 0.55 2.45 3.37 - 1.19 097
Secondary 0.85 1.45 1.00 0.07 0.11 0.16
Total 1.40 3.90 4.37 0.07 1.30 1.12
2000-01 Primary 0.55 2.05 3.40 - 1.17 0.97
Secondary 0.80 1.26 1.01 0.07 0.12 0.15
Total 1.35 3.31 4.41 0.07 1.29 112
2001-02 Primary 0.53 2.08 3.41 - 1.18 0.6
Secondary 0.82 1.11 1.00 0.06 0.09 0.15
Total 1.35 3.19 4.41 0.06 1.27 1.11
2002-03 Primary 0.52 219 3.32 - 1.21 0.98
Secondary 0.83 1.13 0.95 0.06 0.08 0.15
Total 1.35 3.32 4.27 0.06 1.29 1.11
2003-04 Primary 0.55 2.24 3.10 - 1.21 0.94
Secondary 0.80 1.05 1.10 0.05 0.07 0.14
Total 1.35 3.29 4.20 0.05 1.28 1.08
2004-05 Primary 0.53 206 2.90 - T2 0.92
Secondary 0.82 0.92 1.09 0.05 - 0.12
Total 1.35 3.04 3.99 0.05 1.2 1.04
2005-06 Primary 0.52 1.73 2.90 - 1.20 0.89
Secondary 0.88 0.92 1.08 0.06 - 0.14
Total 1.40 2.65 3.98 0.08 1.20 1.03
2006-07 Primary 0.52 1.74 2.61 - 1.18 0.88
Secondary 0.88 0.89 1.38 0.05 - 0.18
Total 1.40 2.63 3.99 0.05 1.18 1.08
2007-08 Primary 0.51 1.75 2.59 - 1.10 0.82
Sacondary 0.89 0.76 1.23 0.05 - 0.15
Total 1.40 2.51 3.82 0.05 1.10 0.97
Source: Maricopa County Assessor's Office
Maricopa County Tax Levies & Rates Publication
(A) Tempe proparty owners residing within the Kyrene Elementary School District No. 28, Scottsdale Unified School

District No. 48 or Mesa Unified School District No. 4 have combined rates of $9.91, §11.10 or $11.84,
respectively. Also, see the Net Direct and Oveilapping General Obligation Bonded Debt Schedule (Exhibit S-135).
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County-Wide Jurisdiction

City of Tempe, Arizona

County Ed Central Fire County Free Special
Equalization Flood Arizona District Library Health Care
Rate District Project Assistance District Disfrict Total

¥ NA ] - 5 - ] - $ - $ - $ 889
NIA 0.33 0.14 0.01 0.04 - 4.15
N/A 0.33 0.14 0.01 0.04 - 12.84
0.52 - - - - - 9.05
- 0.29 0.14 0.01 0.04 - 4.11
0.52 0.29 0.14 0.01 0.04 - 13.16
0.51 - - - - - 8.65
- 0.25 0.13 0.01 0.04 - 3.84
0.51 0.25 0.13 0.01 0.04 - 12.49
0.50 - - - - - 8.66
- 0.23 0.13 0.01 0.04 - 3.64
0.50 0.23 0.13 0.01 0.04 - 12.30
0.49 - - - - - 8.69
- 0.21 0.13 0.01 0.04 - 3.59
0.49 0.21 0.13 0.01 0.04 - 12.28
0.47 - - - - - 8.51
- 0.21 0.12 0.01 0.05 - 3.60
0.47 0.21 0.12 0.01 0.05 - 12.11
0.46 - - . - - 8.07
- .21 0.12 0.01 0.05 - 3.46
0.48 0.21 0.12 0.01 0.05 - 11.53
0.44 - - - - - 7.68
- 0.21 0.12 0.01 0.05 0.12 3.69
0.44 0.21 0.12 0.01 0.05 0.12 11.27
- - - - - - 6.93
- 0.20 0.12 0.01 0.05 0.12 3.88
- 0.20 0.12 0.01 0.05 0.12 10.81
- - - - - - 8.77
- 0.15 0.10 0.01 0.04 0.09 3.47
- 0.15 0.10 0.01 0.04 0.09 10.24
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Property Tax Levies - All Direct and Overlapping Governments (Exhibit $-10)

Last Ten Fiscal Years

Schools
Tempe East Valley
Fiscal City of Tempe Elemen-~ Institute of Maricopa Communily
Year Tempe Union tary (A) Technology County (C) College
1998-99  Primary § 5,612,357 $ 42137221 27,500,363 $ - $ 268,641,579 158,026,342
Secondary 9,490,562 24,250,898 10,736,890 5,130,129 22,058,679 21,173,925
Total 15,102,819 66,388,119 38,237,263 5,130,129 290,700,258 179,200,267
1989-00 Primary 6,270,439 40,048,837 31,471,163 - 207,540,697 170,115,811
Secondary 10,557,655 31,196,746 10,270,170 5,922 133 20,264,361 28,833,135
Total 16,828,094 80,245 583 41,741,333 5,922,133 227,805,058 198,948,746
2000-01  Primary 6,956,983 45,938,017 35,072,934 - 225,396,514 187,642,684
Secondary 10,612,089 30,369,063 11,339,936 6,155,098 24,051,128 31,377,241
Tolal 17,769,082 76,307,080 46,412,870 6,155,098 249,447,642 219,019,925
2001-02  Primary 7,288,511 50,998,246 38,038,775 - 252,676,223 204,648,094
Secondary 11,913,038 28,778,881 11,823,692 6,258,774 20,071,906 34,930,475
Total 19,201,549 79777127 49,862,467 6,258,774 272,748,129 239,578,569
2002-03  Primary 7,682,987 56,994,879 40,319,642 - 277,949,612 221,156,802
Secondary 12,897,095 31,162,656 12,272916 6,175,823 19,665,638 36,526,312
Tolal 20,580,082 88,157,535 52,592 b58 6,175,823 297,515,250 267,683,114
2003-04  Primary 8,621,551 63,921,636 40,269,326 - 308,122,580 239,464,278
Secondary 13,554,896 32,236,303 15,349,563 6,429,195 19,234,591 37,777,314
Total 22,176 447 96,157,939 55,618,889 6,429,195 327,357,171 277,241,692
2004-05 Primary 8,792,691 62,191,787 39,486,342 - 339,882,099 258,560,787
Secendary 14,517 177 32,057 837 15,894,306 6,507,464 - 34,504,190
Total 23,309,868 94,249,624 55,380,648 6,507,464 339,882,009 293,464,977
2005-06  Primary 9,413,934 56,658,831 43,132,854 - 371,224,118 277,107,904
Secondary 16,707,531 31,948,408 17,085,540 8,400,949 - 45,791,129
Total 26,121,465 88,607,239 60,228,394 8,400,949 371,224,118 322,899,033
2006-07  Primary 9,822,845 59,625,270 40,935,824 - 398,725,245 268,014,922
Secondary 17,693,103 32,003,823 22,931,797 7,877,526 - 66,462,148
Total 27,515,948 91,629,163 63,867,621 7,877,526 398,725,245 364,477,070
2007-08  Primary 10,371,221 65,184,130 43,415,950 - 430,023,735 321,018,986
Secondary 21,364,887 34,707,242 23,923,712 10,840,725 - 74,981,944
Total 31,736,108 99,891,372 67,339,662 10,240,725 430,023,735 396,000,930
Source: Maricopa County Assessoar's Office
Maricopa County Tax Levies & Rates Publication
(A) For levies for Tempe property owners residing within Kyrene, Scoltsdale or Mesa Schaol Districts, see the Net Direct and

Overlapping General Obligation Bonded Debt Schedule {Exhibit $-15).

(B) District which had its first secondary tax levy set in FY 2005-06,

(C} For FY 1298-99 the County Ed Equalizaticn rate was included in the Maricopa County rate.
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County-Wide Jurisdictions

Cily of Temps, Arizona

County Ed Central Fire County Free Special
Flood Equalization Arizona District Library Health Care
District Rate Project Assistance District District (B) Total

¥ - $ /A, 3 - - $ - $ - $ 501,917,862
44,670,223 NIA 23,536,796 1,737,365 7,078,280 - 169,863,747
44,670,223 - 23,536,796 1,737,365 7,078,280 - 671,781,609
- 91,109,039 - - - - 565,555,786
44,310,754 - 26,147,563 1,873,777 7,862,246 187,239,240
44,310,754 91,108,039 26,147,563 1,873,777 7,862,946 - 742,795,026
- 99,193,054 - - - - 600,200,186
44,308,245 - 27,141,030 1,997,318 8,789,518 - 196,341 676
44,309,245 99,193,054 27,141,030 1,997,318 8,789,518 - 796,641,862
- 106,221,394 - - - - 659,871,243

45 322 696 - 29,787,075 2,086,084 9,646,430 - 200,619,051
45,322,696 106,221,394 29 787,075 2,486,084 9,646,430 - 860,490,294
- 112,231,223 - - - - 716,335,145
44,868,063 - 31,805,013 1,859,466 10,296,417 - 207,429,399
44,868,083 112,231,223 31,805,013 1,859,466 10,296,417 - 923,764,544
- 120,037 513 - - - - 780,436,884
51,153,993 - 33,010,980 1,931,237 14,316,032 - 224,994,104
51,153,993 120,037,513 33,010,980 1,931,237 14,316,032 - 1,005,430,988
- 128,003,169 - - - - 836,916,875
56,334,141 - 36,112,656 2,084,225 15,664,900 - 214,076,800
56,334,141 128,003,169 36,112,656 2,084,229 15,664,900 - 1,050,893,675
- 135,142,821 - - - - 892,680,462
62,733,411 - 39,800,085 2,276,200 17,295,751 40,000,000 282,049,004
62,733,411 135,142,821 39,800,085 2,276,200 17,295,751 40,000,000 1,174,729,466
- - - - - - 807,124,106
657,096,622 - 43,585,607 2,466,637 18,401,410 40,000,600 318,518,743
67,096,622 - 43,585,607 2,466,637 18,401,410 40,000,000 1,125,642,849
- - - - - 870,014,022
70,422,870 - 49,730,785 2,631,597 19,368,018 46,310,880 354,382,680
70,422,870 - 49,730,785 2,631,697 19,368,018 46,310,880 1,224,396,682
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Remaining General Obligation Bond Authorizations (Exhibit $-17)

City of Tempe, Arizona

Prior Current Year Remaining

2002 Program Authorization Issues Issue Authorization

Water / Wastewater 77,000,000 $ 77,000,000 & - -
Strests / Transportation 31,500,000 14,120,000 7,625,000 9,755,000
Police Protection 31,500,000 26,940,000 4,060,000 500,000
Fire Protection 6,000,000 2,710,000 745,000 2,545,000

Community Services/Park Improvements 12,000,000 12,000,000 - -
Subtotal 158,000,000 132,770,000 12,430,000 12,800,000

2006 Program

Water / Wastewater 172,000,000 121,445,000 50,555,000 -
Streets / Transportation 8,000,000 - - 8,000,000
Police Protection 14,000,000 - - 14,000,000
Fire Protection 2,500,000 - - 2,500,000
Community Services/Park Improvements 14,000,000 2,520,000 3,380,000 8,100,000
Subtotal 210,500,000 123,965,000 53,935,000 32,600,000
$ 368,500,000 $256,735000 $66,365,000 $ 45,400,000

Source: City of Tempe, Arizona Financial Services Department
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Pledged-Revenue Coverage (Exhibit S-18)

Last Ten Fiscal Years

Speclal Assessment Bonds

City of Tempe, Arizona

Excise Tax Revenue Obligations

Special Excise

Fiscal Assessment Tax Revenue

Year Collections Debt Service Coverage Collections (A) Debt Service Coverage
199899 § 2,603,350 $ 2,707,793 0.96 % $ 93,998,579 $ 11,807,898 7.96 %
1999-00 2,604,043 2,827,774 0.92 103,598,887 15,388,333 6.73
2000-01 2,899,583 2,855,829 0.98 108,721,712 14,544,767 7.47
2001-02 2,849,928 2,908,056 0.98 98,220,588 7,505,627 13.09
2002-03 2,839,171 2,861,902 0.99 99,441,547 3,457,746 28.76
2003-04 2,781,576 2,821,905 0.99 101,591,009 4,497 682 22.59
2004-05 2,709,851 2,704,827 1.00 110,964,176 4,495,011 2469
2005-06 2,705,348 2,866,617 0.94 126,916,690 5,737,352 2212
2006-07 2,610,195 3,023,174 0.86 138,546,380 5,783,921 23.95
2007-08 2,842,153 4,068,900 0.70 141,601,237 5,626,868 25.17

Performing Arts Excise Tax Obligations Transit Variable Rate Excise Tax Obligations
.1% Privilege 5% Privilege

Fiscal and Use Tax and Use Tax

Year Collections (B) Debt Service Coverage Collections (C) Debt Service Coverage
1998-99 § - $ - - % $ 245418607 § “ - %
1999-00 - - - 26,384,487 - -
2000-01 2,607,541 - - 27,310,246 - -
2001-02 5,006,344 - - 25,229,027 - -
2002-03 5,010,393 891,432 562 25,140,826 - -
2003-04 5,279,580 710,448 7.43 26,740,623 - -
2004-05 5,768,058 3,524,316 1.64 28,848,493 - -
2005-06 6,480,218 6,017,247 1.08 32,440,082 - -
2006-07 7,007,790 6,021,476 1.16 34,971,294 3,301,829 10.59
2007-08 6,820,193 6,014,245 1.13 32,449,710 5,517,667 5.88

Source: Cily of Tempe, Arizona Accounting Division
(A) Excise tax revenue collections include privilege and use tax, state shared privilege and use tax, state shared

income tax, franchise tax, permits and fees, and fines and forfeitures. Note that the privilege and use tax
exclude the 0.5% excise tax approved by voters on September 10, 1996 as a dedicated "fransit tax", the 0.1%
Performing Arts Center Tax approved by voters in September 2000, and the 1.0% increase in the transient
lodging tax on hotels approved by the voters in September 2002, which are restricted to fund programs of the

Tempe Convention and Visitor's Bureau.

(B) The 0.1% privilege and use fax is a Performing Arts Center Tax approved by voters in September 2000.

(C}) The 0.5% privilege and use tax is a Transit Tax approved by voters in September 1996.
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Pledged Revenue, Projected Debt Service and Estimated Coverage (Exhibit $-19)

Excise Tax Obligations (Excluding Transit Excise Tax Obligations)

Cily of Tempe, Arizona

Senlor Excise Tax Obllgations Subordinate Excise Tax Obllgations
Qutstanding Qutstanding
2008 Senlor Excise Tax Oufstanding Subordinate Exclse Tax
Pledged Obllgations  Senior Excise Tax Revenue Obligations
Fiscal Excise Tax Debt Service Obligatlons Available for Dabt Service
Year Revenues (A) Requirements {B) Coverage (C) Deht Service (D) Requirements (E) Coverage {F)
2007-08 $ 141,601,237 5,626,868 2517 $ 142,794,562 6,009,926 23.76
2008-09 5,625,728 2517 8,012,726 23.79
2009-10 4,968,702 28.49 6,005,626 23.78
2010-11 4,968,487 28.50 6,016,226 23.73
201112 4,966,462 28.51 6,017,788 23.73
2012-13 4,969,687 28.49 6,015,338 23.74
2013-14 4,973.437 28.47 6,013,238 23.75
201415 4,966,837 28.51 6,011,013 23.76
201516 5,876,238 24.10 6,012,438 23,75
201617 : 5,873,138 24.11 3,622,050 40.54
2017-18 5,872,138 24.11 3,521,375 40.55
2018-19 5,875,888 2410 3,522,825 40.53
2019-20 5,878,638 24.09 3,525,875 40.50
2020-21 5,264,888 26.90
2021-22 5,263,113 26.90
2022-23 5,326,688 26.58
2023-24 2,243,500 63.12
2024-25 2,241,750 83.17

Source:

(A
(8)

{C)

D)

E)

{7

Exclse Tax Revenues received by the City in Fiscal Year 2007-08. See Excise Tax Collection Schedule (Exhibit 8-21).

Includes ihe annual debt service requirements of the Gity of Tempe, Arizona, Excise Tax Refunding Obligalions, Series 2003, currently
outstanding in the principal amount of $15,250,000; the Cily's Refunding Cerlificales of Particlpalion, Series 1989, currently oulstanding in the
principal amount of $625,000, the City of Tempe, Arizona Excise Tax Revenue Obligation, Series 20004, currently outstanding in the principal
amount of $1,025,000, the City of Tempe, Arizona Excise Tax Revenue Obligation, Serles 2005, currently outstanding in the principal arount of
$20,210,000 and the City of Tempe Arfzona Excise Tax Revenue Refunding Obligations, Series 2007, currently outslanding in the principal amount

of $21,285,000.

The estimated coverage figures shown reflect the ratio of aclual fiscal year 2008-07 exclse tax revenues to tolal debt service requirements for the
Cily's revenue bonds,

Consists of Performing Ars Cenler Exclse Taxes and Excise Taxes (net of maximum annual debt service on Oulstanding Senior Exclse Tax
Obligalions) received in liscal year 2007-08.

Includes the annual debt service requirements of the City of Tempe, Arizona Exclse Tax Revenue Obligations, Series 2004, currently oulstanding
in the principal amount of $30,785,000; the City of Tempe, Arizona Excise Tax Revenue Cbligalion and tha Series 2006, currently oulstanding in
the principal amount of $16,555,000.

Pursuant (o the Purchase Agreement, ihe City agrees lhat the Performing Arls Cenler Exclse Taxes and the Excise Taxes presently imposed will
continua to be imposed so that the amount of Performing Arts Cenler Excise Taxes and the Excise Taxes (net of maximum annual debt service on
Ihe Outstanding Senlor Excise Tax Obligations) collecled for any fiscal year shall be equal lo at least three times the tolal Debl Service
requiremenls for the Obligations and olher Parily Obligations In such fiscal year.
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Pledged Revenue, Projected Debt Service and Estimated Coverage (Exhibit $-20)

Transit Excise Tax Obligations

City of Tempe, Arizona

Senior Exclse Tax Obligations

Qutstanding

2008 Senior Excise Tax Outstanding
Pledged Obhligations Senior Excise Tax
Fiscal Excise Tax Debt Service Obligations
Year Revenues (A) Requirements (B) Coverage (C)
2007-08 32,449,710 5,092,190 6.37
2008-09 5,694,847 570
200810 5741997 5.65
2010-11 5,793,442 5.80
2011-12 5,847,950 5,55
2012-13 5,905,344 549
2013-14 5,970,547 5.43
2014-15 6,026,730 5.38
2015-16 6,095,593 532
2016417 6,160,104 5.27
201718 6,231,767 5.21
2018-19 6,300,545 515
2012-20 6,376,318 5.09
2020-21 6,463,929 5.02
2021.22 6,546,370 4.96
2022-23 6,624,791 4,90
2023-24 6,718,487 4.83
2024-25 6,808,078 477
2025-26 6,898,564 470
2026-27 7,003,622 4,63
2027-28 7,108,312 4,57
2028-29 7,207,682 4,50
2029-30 7,326,634 4.43
2030-31 7,439,602 4.36
2031-32 7,561,688 . 4.29
2032-33 7,692,183 422
2033-34 7,820,082 4.15
2034-35 7,956,655 4.08
2035-36 8,100,311 4.01
2036-37 4,726,716 6.87
2037-38 1,895,975 17.12

Source; Dain Rauscher
(A) Excise Tax Revenues received by the City in Fiscal Year 2007-08.

(B) Includes the annual debt service requirements of the City of Tempe Transit Variable Rate
Revenue Bond Series 2006 and Series 2007 currently outstanding in the principal amount of
$58,655,000 and $49,240,000 respectively, Interest is assumed at a rate of 1.57% per annum
through maturity. Also includes annual debt service requirements of the Series 2008 City of
Tempe Transit Excise Tax Revenue Obligations in the principal amount of $30,170,000.

(C) The Estimated Coverage figures shown reflect the ratio of actual fiscal year 2007-08 Exci-se Tax
Revenues to total debt service requirements for the City's Transit Variable Rate Revenue bonds.
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Operating Indicators by Function/Program (Exhibit $-25)

Last Three Fiscal Years

Cily of Tempe, Arizona

Fiscal Fiscal Fiscal
Year Year Year
2005-06 2006-07 2007-08
Function /Program
Police
Crime rate (per 100,000 pop.} 8,269 8,000 (A) 7,800 (B)
Traffic accidents 5,562 6,729 5,895
Emergency service average
response time (minimum) 4:43 5:01 (A} 5:11 (B}
Citizen calls for police service 124,923 123,847 (A) 118,150 (B)
Operating expenditures per citizen calls $391.87 $353.37 (A) $404.38 (B)
Fire
Firefighters per capita (10,000} 8.52 B.24 (A) 9.44 (B)
No. of fire calls 2,097 2,148 1,964
No. of medical calls 13,059 13,469 13,255
Nao. of other assistance calls 1,722 2,429 2,708
Emergency service average response time
{minimurm} 4:25 417 (A) 4:22 (B)
% of emergency responses taking 5.0 minutes
orless 70% 72% 70%
Transporiation
On-time performance (bus) 94% 92% 89%
Annual boardings (bus) 6,805,383 8,156,782 7,387,024
Number of square yards repaired 1,884,102 1,136,956 1,391,711
Library
Registered borrowers 141,509 142,323 (A) 142,500 (B)
Circulation 1,404,318 1,246,650 (A) 1,246,700 (B)
Development services ’
# of permits issued for commercial findustrial 69 69 48
Valuation of commercial/indusirial permits $83,599,700 $170,983,200 88,143,100
# of permits issued for residential 1,061 700 675
Valualion of residential permits $250,869,200 $ 152,320,600 96,512,400
# of permits issued other 715 673 653
Valuaticn of other permits $119,168,700 $69,884,365 $188,916,700
Waterfwastewater
Number of customer accounts 42,059 42,261 42 494
Total waler gallons treated (million gallons - mg) 15,152 17,200 17,638
O&M per customer account $224 $317 $251
Service calls responded to within 30 min.
and repaired in 24 hours 100% 100% 100%
Tolal wastewater gallons treated {million gallons per day} 22 25 22
Solid waste collection
Residential containerirecycling cost per ton $73 $70 (A) $102 (B)
# of residential accounts 33,021 33,056 32,964
Residential recycling diversion rate 34% 29% (A} 31% (B)
# of commercial accounts 1,976 1,861 1,942
Commercial collection cost per ton $57 $52 (A) $59 (B}

Source: City of Tempe, Arizona Budget and Research Divisicn and other applicable City departments.
Note: Information prior to fiscal year 2005-06 was not available in this format,
{A) Numbers are updaled to actual values as shown in City of Tempe, Arizona Annual Budgef 2007-08.

(B) Numbers are estimates as shown in Cily of Tempe, Arizona Annual Budget 2007-08
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Capital Asset Statistics by Function/Program (Exhibit $-26)

Last Three Fiscal Years

City of Tempe, Arizona

Fiscal Fiscal Fiscal
Year Year Year
2005-06 2008-07 2007-08

Police

Stalions 2 2 3

Patral Units (Squads) 22 22 22
Fire Stations 6 6 6
Transportation

Slreets {miles) 1,241 1,241 1,241

Streetlights 11,754 11,774 11,810

Traffic Signals 193 199 217

Buses 123 115 148
Parks and recreation

Acreage 1,684 1,684 1,872

Playgrounds 44 44 45

Sports Fields 195 195 200

Community centers 4 4 4

Golf Courses 2 2 2
Water/\Wastewater

Water mains (miles) 852 852 823

Water produclion capacity

(million gallons per day) 120 120 120

Water storage capacity (million gailons) 53 53 53

Sanitary sewers (miles) 502 502 500

Storm sewers (miles) 174 174 193

Wastewater treatment capacity

(million gallons per day) 32 32 32

Solid waste collection

Collection trucks 68 56 60

Source: The City of Tempe, Arizona Budget and Research Division and other applicable Cily de

Note: Information prior to fiscal year 2005-06 was not available in this format.
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