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June 26, 2014

Honorable Nancy Backus, Mayor
Members of the Auburn City Council
Citizens of the City of Auburn

25 W Main Street

Auburn, WA 98001

We are pleased to present the City’s Comprehensive Annual Financial Report for the year ended
December 31, 2013. We publish this financial statement in conformity with generally accepted
accounting principles (GAAP). It has been audited in accordance with generally accepted auditing
standards by the Washington State Auditor’s Office.

Therefore, we issue and transmit to you the City of Auburn’s Comprehensive Annual Financial Report
(CAFR) for the fiscal year ended December 31, 2013. This transmittal letter provides an overview of the
report and the financial condition of the City. It also provides insight into the history of the City and
the economic conditions affecting it, and describes the systems and controls employed by the Finance
department.

The Comprehensive Annual Financial Report has several significant uses. First, it provides a general
overview of the City’s finances to the general public and taxpayers. Second, it is referenced by bond
buyers and rating agencies to evaluate the City’s fiscal stability and creditworthiness. Finally, the CAFR
is a series of financial statements that have been audited by the State Auditor’s Office and provides
assurances that assets are safeguarded and funds are expended as they were legally appropriated in the
biennial budget.

1. INTRODUCTION

A. Management Representation

The Auburn Finance Department prepared the report and accepts complete responsibility for the
accuracy, completeness, and fairness of presentation of the information included. The data is believed
to be accurate in all material respects, and it is believed that all significant information necessary for an
understanding of the affairs and financial condition of the City has been disclosed. The report has been
prepared in conformance with generally accepted accounting principles and in conformance with
financial reporting standards issued by the Governmental Accounting Standards Board (GASB).

City management has developed and evaluated a comprehensive internal control structure that is
designed to protect the City’s assets from loss, theft, or misuse and to compile sufficient reliable
information for the preparation of the City’s financial statements in conformity with generally accepted
accounting principles. Because the cost of internal controls should not outweigh the benefits, the City’s
internal control structure is designed to provide reasonable, rather than absolute, assurance that the

3
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financial statements will be free from material misstatement. As management, we attest that, to the
best of our knowledge and belief, this financial report is complete and reliable in all material aspects.

As a recipient of federal, state and county financial assistance the City is required to undergo an annual
single audit in conformity with U.S. Office of Management and Budget Circular A-133, Audlits of State
and Local Governments. The audit is conducted by the State Auditor’s Office in conjunction with the
City’s annual independent audit. The results of the City’s annual single audit for the fiscal year ended
December 31, 2013 provided no instances of material weakness in the internal control structure or
significant violations of applicable laws.

GAAP requires that management provide a narrative introduction, overview and analysis to 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.
Auburn’s MD&A can be found immediately following the independent auditor’s report.

B. Organization of the Report

The report is divided into three sections: the Introductory Section, the Financial Section, and the
Statistical Section. The Introductory Section contains the table of contents, a list of the City’s principal
officials, an organizational chart, this letter of transmittal, and the Certificate of Achievement for
Excellence in Financial Reporting from the Government Finance Officers’ Association of the United
States and Canada for the 2012 CAFR. The Financial Section contains the Washington State Auditor’s
Report, completed by the Washington State Auditor, Management’s Discussion and Analysis,
Government-Wide Financial Statements, the Fund Financial Statements, Notes to the Financial
Statements and Other Required Combining and Supplemental Information. The Statistical Section,
which is unaudited, contains a range of statistical tables and charts that present various financial,
economic, social, and demographic data about the City. This information depicts various trends that
have affected the fiscal condition of the City over the last ten years. The data presented in this section
complies with the requirements of GASB Statement No. 44, Economic Condition Reporting: The
Statistical Section.

C. Reporting Entity

The City of Auburn was incorporated in 1891 and currently operates as a non-charter Code City under
the laws of the State of Washington. Code City status in Washington provides “home rule” authority to
cities. Auburn has a Mayor/Council form of government; the Mayor is elected and is the full-time Chief
Administrator. The seven-member City Council is elected at large, rather than by district. Members of
the City Council are responsible for establishing the general direction and policies for the City and for
providing the resources necessary to carry out those policies. As the City’s chief administrator, the
Mayor is responsible for carrying out the policy and direction set by the City Council. This includes the
enforcement of laws and ordinances, the execution of contracts and agreements, and maintenance of
peace and order in the city. The City is located primarily in southern King County (county seat, Seattle)
and a small northeastern portion of Pierce County. These are the two most populous counties in the
State of Washington, comprising over 40% of the state-wide population. The City is strategically
located in relation to the labor and consumer markets of the two largest cities in the area: Seattle in
King County and Tacoma in Pierce County. Auburn currently serves approximately 73,235 people
within its incorporated limits.
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The City provides a wide range of services, both beneficial and necessary, to its residents as well as to
the adjacent area. These services include police protection; parks and recreational facilities that include
a senior center, gymnasium, golf course and museum; land use management and development
regulation; infrastructure construction and maintenance; water, sanitary sewage collection, storm
drainage, and solid waste services; a general aviation airport; and a municipal cemetery. The City is a
member/owner of Valley Communications providing emergency 911 services and South Correctional
Entity providing jail facilities. Both these organizations provide services to other owner/member
governments and other non owner/member governments as well through interlocal agreements.

1. ECONOMIC CONDITION

A. Summary of Local Economy

Auburn began as a small rural community based on agriculture and the railroad, which maintained a
significant switching and repair facility. The City has grown significantly since World War Il, both as a
residential community and as a commercial and industrial area. Auburn has become a significant area
for automobile sales and has also developed a substantial manufacturing and distribution base with the
largest employer being The Boeing Co., which employs over 6,000 people in its Auburn facility.
Boeing is a worldwide supplier of aircraft and related products. The City’s assessed valuation in 2013,
for 2014 property tax collection, was $7.288 billion.

Auburn has enjoyed steady residential and industrial growth over the years as development has moved
outward from the major cities. The City currently has a growing array of manufacturing facilities, as
well as distribution, wholesaling, and retailing operations. Auburn is home to the MultiCare Auburn
Medial Center and serves the local geographic area and is a major trauma center of the northwest
providing 213 beds and supports about 635 employees. The medical center also includes an oncology
center.

Auburn also has experienced an increase in new businesses and development activity. In October 2013,
the former SuperMall of the Great Northwest was rebranded to the Outlet Collection Seattle after a
$35 million renovation. Major new businesses include Orion Industries, a leader in manufacturing and
precision metal fabrication for the aerospace, defense, automotive and marine industries; Hospital
Central Services Association (HCSA), a leading healthcare services organization serves a consortium of
nonprofit hospitals for their laundry services; construction of the new Franciscan Medical Pavilion, a
two-story 38,000 square foot mixed use building that will provide space for primary care as well as
specialty cardiology, vascular surgery, endocrinological, and general surgical medical care services, was
completed in early 2014. Currently there is $45 million of new development permitted and under
construction and additional projects totaling $35 million in plan review. Significant new development
projects underway include the new Trades Building and Student Life Building on the Green River
Community College campus; $110 million reconstruction and modernization of Auburn Senior High
School; and construction of Project Lofts, a new six-story mixed use building in downtown Auburn that
will feature commercial and residential units and a covered parking garage.

As the City moves forward, several positive developments are on the horizon. The City has been
identified as an Innovation Partnership Zone (IPZ) in Washington State that will help businesses thrive
through partnerships in research and workforce development. As new businesses and developments
take hold, they will serve to broaden and strengthen the City’s economic foundation far into the future
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Since 2004 the City’s total assessed property valuation has risen from $4.77 billion in 2004 to $6.97
billion in 2013. The recent economic downturn, coupled with the impact of the Streamlined Sales Tax
(SST) legislation enacted by the State of Washington that went into effect July 1, 2008, has dropped
general sales tax revenues from their high in 2007 of $17.5 million to $14.5 million in 2013. The SST
impact is estimated to have eliminated approximately $200,000 a month of sales tax revenue to the
City. To lessen the financial impact on cities severely impacted by this legislation, the State of
Washington implemented a mitigation plan under which the City of Auburn received approximately
$1.95 million in mitigation payments in 2013.

While the City, similar to other municipalities in the region and nationally, has suffered during the
recent economic recession, the local economy is improving. Sales Tax revenue, net of criminal justice
and annexation sales tax credits, constitutes approximately twenty five percent of the General Fund
budget, increased to $14.5 million (+10.7%) over the previous year. While the local economy is
recovering, the City remains vigilant in its management of expenses and to ensure it lives within its
means. The City’s staffing level totals 403 full-time equivalents (FTEs).

Despite economic cycles, the City has continually focused on enhancing the quality of life in the
community and focusing on maintaining and redeveloping its aging infrastructure. For example, in
2013, the City sold $11.4 million in new revenue bonds to support improvements to critical water and
stormwater facilities, construction of which will ensure continued quality services for current and future
utility customers.

The City’s budgeting process is based on financial policies directed at conserving fiscal resources while
supporting programmatic strategies. Budget recommendations reflect a long-range analysis of fiscal
trends. These policies and practices have not only averted serious funding problems in the past, but
have enabled the General Fund to remain on a firm financial footing during the most recent recession.

The City is maintaining a stable financial condition by managing expenditure budgets to available
revenue streams. All funds contain adequate balances, and the City’s debt is manageable. The General
fund contains a satisfactory balance, a significant Insurance fund has been set aside for contingencies,
and the Equipment Rental fund is adequate for vehicle replacement. The Proprietary and Fiduciary
funds are in satisfactory condition. The City completed a review of the City’s water, sewer and
stormwater utility rates in 2012 and established rates to fund operating and capital needs through 2017
including the issuance of new revenue bonds in early 2013 to support significant new utility
construction projects.

B. Future Economic Outlook

Auburn is in a continuous process of both short-term and long-term financial planning. Short-term
financial planning is inherent in the development of the City’s biennial budget. Concurrent with the
biennial budget is the review of the City’s long-term capital needs. Funding sources are assessed with
the development of the six-year Capital Facilities Plan. The capital facility plan is a component of the
Comprehensive Master Plan, which outlines how the City should look and function in twenty years and
creates a vision that can be realistically implemented. An integral part of this vision is determining how
to allocate the City’s financial resources to achieve the desired goals.
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The City has several long-term municipal planning and capital projects underway. These include
reconstruction of aged utility infrastructure; street improvements including rehabilitation of local
neighborhood streets. These projects will improve mobility, will contribute to the completion of a
North/South arterial corridor, and provide for greater recreational opportunities for the community.
These municipal projects, coupled with the new private sector developments described earlier, will help
ensure local economic growth continue, albeit not at the rate experienced in the late 1990’s. The
challenge is to control costs that grow at a faster rate than revenue. Areas of concern are health care
costs, pension costs, other post employment benefits (OPEB), and public safety costs related to
incarceration and labor contracts. Continuing to maintain service level in these sectors will draw
valuable resources from other areas such as infrastructure replacement and capital programs. As Auburn
moves forward, economic conditions will be continually monitored and adjustments to city spending
and services made to maintain the City’s financial health. Long-term plans will be focused on ensuring
the City continues to be an economically strong and viable city.

111 FINANCIAL INFORMATION
A. Cash Management

The City invests in U.S. Treasury and Agency lIssues, Prime Bankers Acceptances, Time Deposits, and
Repurchase Agreements. Investment policies and procedures, established by the Mayor and adopted by
the City Council, require the City to establish a trustee to take delivery of all investment transactions at
time of payment. The City has contracted with the Bank of New York to provide delivery versus
payment trustee services on all government agency investments. The State of Washington maintains an
investment pool to provide economies of scale in investing to smaller- and medium-sized cities in the
State. The City uses this service for all funds not invested in longer-term securities. The pool operates
under the same legal restrictions that apply to all municipalities in the State and, consequently, uses the
same instruments as listed above. The State also takes delivery of all investment transactions.

The City has adopted a comprehensive investment policy statement to guide City investment practices.
These policies are closely patterned after the recommendations in /nvesting Public Funds published by
the Government Finance Officer’s Association (GFOA). Investments are restricted to less than three
years in order to maintain liquidity on all investments in all funds, yet enable the City to take advantage
of the yield curve. Fiduciary funds, which involve long-term reserves and require minimal liquidity, are
invested for longer time periods. The City undertakes repurchase agreements only with financial
institutions that offer the City full protection in the event of default, by providing the delivery of the
underlying security to the City.

B. Risk Management

The City participates in the Washington Cities’ Insurance Authority (an insurance pool of over 100
cities) and the City actively pursues risk reduction in the operation of its programs.

The City purchases, with employee participation, most of its health insurance for its employees through
commercial policies administered by the Association of Washington Cities. Employees represented by
the Teamsters Union have insurance through the Teamsters organization. Beginning in 2014 the City
created its own worker’s compensation program and pool. Prior, the City participated in the
Washington State Workers’ Compensation program.
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In order to keep its long-term options open and to provide for any uninsured losses that might occur,
the City has elected to build an insurance reserve (the Insurance fund). The Insurance fund supplements
various insurance coverage’s maintained by the City. This fund is also used to self-insure some limited
exposures, the most significant of which is accidental loss to City-owned vehicles.

The Washington Cities’ Insurance Authority not only provides a sharing of risk by pooling of losses, it
also provides an extensive array of professional services in risk management. The pool monitors the
City’s management practices and damage claims. The City follows the guidelines provided by the pool
in an effort to minimize risk exposure in the day-to-day operations of the City’s programs. The City
also maintains an extensive employee safety program managed by the Human Resources department.

V. OTHER RELEVANT INFORMATION

A. Independent Audit

State law requires an annual audit of all City books of accounts and financial records by the Office of
the State Auditor, which is headed by an independently elected State official, the State Auditor. The
Auditor has broad legal authority to inquire into all financial and legal compliance matters and such
audits are considered equal to audits by certified public accounting firms. The 2013 financial audit of
the City is complete and was conducted in conformance with Generally Accepted Auditing Standards.
The financial statements of all City funds have been included in this audit. The City has been given an
unqualified opinion for 2013. Please see the Auditor’s Report. The State Auditor’s Office also audits
the City’s administration of its federal grants under the single audit concept.

B. Awards

The Government Finance Officer’s Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Auburn for its
Comprehensive Annual Financial Report for the fiscal year ended December 31, 2012. This was the
twenty-sixth consecutive year that the City has achieved this prestigious award. In order to be awarded
a Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
Comprehensive Annual Financial Report continues to meet the Certificate of Achievement Program’s
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate.

The City has also received the Government Finance Officer’s Association Distinguished Budget
Presentation award for twenty-two years. The City was one of just twenty-one cities in the state to
receive both the Certificate of Achievement for Excellence in Financial Reporting and the Distinguished
Budget Presentation award for 2013.

C. Acknowledgments

Preparation of this report could not have been accomplished without the professional, efficient, and
dedicated staff of the Finance department and various other City employees who assisted in its
production. Further appreciation is extended to the Mayor and City Council for their encouragement,
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interest, and support in conducting the financial affairs of the City in a sound and progressive manner.
The assistance of the auditors from the Washington State Auditor’s Office is also greatly appreciated.

Respectfully submitted,

@w{r&ﬂm«%—«

Shelley R. Coleman
Finance Director
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Washington State Auditor
Troy Kelley

INDEPENDENT AUDITOR’S REPORT
June 26, 2014

Mayor and City Council
City of Auburn
Auburn, Washington

REPORT ON FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remaining fund information of the
City of Auburn, King County, Washington, as of and for the year ended December 31, 2013, and
the related notes to the financial statements, which collectively comprise the City’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements
S )4 [y

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor

Insurance Building, P.O. Box 40021 ¢ Olympia, Washington 98504-0021 ¢ (360) 902-0370 « TDD Relay (800) 833-6388
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considers internal control relevant to the City’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the City’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

Opinion

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 Auburn, King County,
Washington, as of December 31, 2013, and the respective changes in financial position and,
where applicable, cash flows thereof, and the respective budgetary comparison for the General
and Arterial Street funds, for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Matters of Emphasis

As described in Note 1, during the year ended December 31, 2013, the City has implemented the
Governmental Accounting Standards Board Statement No. 65, Ifems Previously Reported as
Assets and Liabilities. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 17 through 34, information on postemployment
benefits other than pensions on page 103 and pension trust fund information on page 103 be
presented to supplement the basic financial statements. Such information, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board who
considers it to be an essential part of financial reporting for placing the basic financial statements
in an appropriate operational, economic or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Supplementary and Other Information

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 information
listed as combining financial statements and supplementary information on pages 106 through
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148 is presented for purposes of additional analysis and is not a required part of the basic
financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the
financial statements. This information has been subjected to auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated, in all material respects, in relation to
the basic financial statements taken as a whole.

The information identified in the table of contents as the Introductory and Statistical Section is
presented for purposes of additional analysis and is not a required part of the basic financial
statements of the City. Such information has not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on it.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING
STANDARDS

In accordance with Government Auditing Standards, we will also issue our report dated June 26,
2014, on our consideration of the City’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in
considering the City’s internal control over financial reporting and compliance.

Sincerely,

T ey X KMy

TROY KELLEY
STATE AUDITOR
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City of Auburn: 2013 CAFR Management’s Discussion and Analysis

MANAGEMENT’S DISCUSSION AND ANALYSIS

The City of Auburn’s (the “City”) discussion and analysis is designed to:

Assist the reader in focusing on significant financial issues

Provide an overview of the City’s financial activity

Identify changes in the City’s financial position (its ability to meet future years’ challenges)
Identify any material deviations from the approved budget

Identify individual fund issues or concerns

Management’s Discussion and Analysis is designed to focus on the current year’s activities, resulting changes and
currently known facts. Therefore, it should be read in conjunction with the Transmittal Letter and the City’s financial
statements.

Financial Highlights

Total government-wide net position, the difference between assets plus deferred outflows and liabilities plus
deferred inflows, equal $624.0 million, an increase of $3.8 million or 0.6%. Of this, a total of $511.8 million,
or 82.0% of total net position, is net investment in capital assets, and includes assets such as utility systems,
streets, buildings, land, vehicles and equipment. An additional $7.5 million of net position is restricted for
purposes of endowment and debt service. Of the remaining $104.7 million of net position, $24.3 million is
legally restricted, restricted by City policy for specific purposes, or is restricted for use by the City’s utilities and
$80.3 million is unrestricted.

The net increase in government-wide net position during 2013 was $3.8 million. Of this amount, $16.8
million was directly related to the decrease in City-owned net investment in capital assets and restricted for
capital projects increased $12.4 million.

Business-type net position increased by $6.4 million to $215.3 million during 2013 as a result of capital
contributions related to the City’s water, sewer and storm water utilities.

Governmental fund balances at year-end totaled $46.9 million. Of this amount, $17.8 million, or 38%, is
unassigned and available to fund ongoing activities.

Compared to 2012, total governmental fund balances increased by $4.4 million. This increase reflects the net
effect of a general improvement in the regional economy and continued vigilance in monitoring general
spending.

Total City debt payments during the year, net of compensated absences and other post employment benefits,
were $4.76 million. Total outstanding debt, including bonds and loans, totaled $114.3 million at December
31, 2013. This ending debt balance is an increase of $13.5 million from 2012 and is primarily the result of
$11.4 million in added Utility revenue bonds issued in 2013. See note 9 for further information on debt
activity during the year.
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Other City Highlights:

Parks and Community Development

Constructed a new playground at Brannan Park. The playground was designed by Auburn youth and
community members and playground equipment was built by over 250 community volunteers in just over six-
hours. The 27 acre park contains one of the city’s most heavily used sports complexes and features a baseball
complex with lighted fields, basketball court, play structure, soccer field, waking trails among other amenities.

Completed Lea Hill Park, a seven acre parcel that was acquired as part of a land exchange with the Green
River Community College. The park features a skate park, picnic shelter, amphitheater, basketball court and
small scale soccer and multipurpose field.

Installed the first ever Outdoor Sculpture Garden in Downtown Auburn, featuring six sculptures by local
artists.

Auburn was ranked among top 10 in Center for Digital Government and National League of Cities 2013
Digital Cities survey.

The Green River Community College ranked among the top associate degree and certificate awarding colleges
in the 2012-2013 academic year, according to a study released by the national journal Community College
Week. Over the past 10 years, Green River has made the top 100 list seven times.

Public Works

Completed emergency storm repairs to the Hidden Valley Vista deteriorated storm water lines.
Completed guard-rail improvements along Kersey Way, Green River Road and Mountain View Drive.

Completed the M Street Underpass (grade separation) project, which grade separated M Street SE from the
Burlington Northern Santa Fe Stampede Pass Rail Line.

Completed the 2013 pavement patching, chip seal and overlay project.
Completed overlay of West Valley Highway from 15t Street NW/ to 37" Street NW.
Completed upgrading the SCADA system.

Completed the Lea Hill Safe Routes to School project, improving student pedestrian routes to Hazelwood
Elementary, Lea Hill Elementary and Rainier Middle School.

Completed D Street storm, sewer and water utility and street improvements.

Overview of the Financial Statements

The City’s basic financial statements are presented in three parts:

1)

Government-wide financial statements

2) Fund financial statements

3) Notes to the financial statements

These statements report the Cities net position, and changes in them. The net position is the difference between assets
plus deferred outflows of resources and liabilities plus deferred inflows of resources. The City does not report deferred
inflows of resources because it had no items requiring recognition as deferred inflows of resources in 2013.

Other supplementary information, in addition to the basic financial statements, is also contained in this report. This
section of the management’s discussion and analysis is intended to introduce and explain the basic financial statements.
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Government-wide Financial Statements

The Financial Statements are presented in conformity with the Governmental Accounting Standards Board (GASB),
which establishes GAAP for governmental entities. The City adopted the provisions of Statement No. 63 — Financial
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position as of December 31,
2012 and GASB No. 65 — Items Previously Reported as Assets and Liabilities as of December 31, 2013. In adopting
these new standards, the statement of net position reflects the retroactive application of GASB No. 65 in that bond
issuance costs are no longer a contra-liability account and reduce previously reported net position and previous losses
on bond refundings are now reported as deferred outflows of resources.

The government-wide financial statements are designed to be corporate-like in that all governmental and business-type
activities are consolidated into columns which add to a total for the City. The focus of the Statement of Net Position
is designed to be similar to bottom-line results for the City and its governmental and business-type activities. This
statement combines and consolidates governmental funds’ current financial resources (short-term spendable resources)
with capital assets, deferred outflows of resources, long-term obligations and deferred inflows of resources, (which
there are none to report). Over time, increases or decreases in net position may be one indicator of improvement or
deterioration in the City’s overall financial health.

The Statement of Activities is focused on both the gross and net cost of various functions, including both governmental
and business-type activities, which are supported by the City’s general tax and other revenues. This is intended to
summarize and simplify the user’s analysis of cost of various governmental services and/or subsidy to various business-
type activities. The revenue generated by the specific functions (charges for services, grants, and contributions) is
compared to the expenses for those functions to show how much each function either supports itself or relies on taxes
and other general funding sources for support. All activity on this statement is reported on the accrual basis of
accounting, requiring that revenues are reported when they are earned and expenses are reported when they are
incurred, regardless of when cash is received or disbursed.

Governmental activities of the City include general government (executive, finance, legal, human resources, and
contracted court), security (police), physical environment, economic environment, transportation, health and human
services, and culture and recreation. The City’s business-type activities include water, sanitary sewer, storm water and
solid waste utilities, as well as the operations of a golf course, airport, and cemetery. Governmental activities are
primarily supported by taxes, charges for services, and grants while business-type activities are self-supporting through
user fees and charges.

Fund Financial Statements

The Fund Financial Statements are the traditional reporting format for governments. A fund is a fiscal and accounting
entity with a self-balancing set of accounts used to account for specific activities or meet certain objectives. While the
government-wide statements present the City’s finances based on the type of activity (general government vs. business
type), the Fund Financial Statements are presented by fund type, such as the general fund, special revenue funds and
proprietary funds, with the focus on major funds.

Governmental Funds are used to account for essentially the same functions that are reported as governmental activities
in the government-wide financial statements. The government major fund is presented utilizing the “sources and uses
of liquid resources™ basis. This is the manner in which the budget is typically developed. The basis of accounting is
different between the governmental fund statements and the government-wide financial statements. The
governmental fund statements focus on the near-term revenues/financial resources and expenditures while the
government-wide financial statements include both near-term and long-term revenues/financial resources and
expenses. The information in the governmental fund statements can be used to evaluate the City’s near-term financing
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requirements and immediate fiscal health. Comparing the governmental fund statements with the government-wide
statements can help the reader better understand the long-term impact of the City’s current-year financing decisions.

Because the basis of accounting is different between the governmental fund statements and the government-wide
financial statements, reconciliations are provided. The reconciliation between the governmental fund Balance Sheets
and the government-wide Statement of Net Position is found on the bottom of the governmental funds’ Balance
Sheet, while the reconciliation between the governmental fund Statement of Revenues, Expenditures and Changes in
Fund Balance and the government-wide Statement of Activities is found directly following the governmental funds’
Statement of Revenues, Expenses, and Changes in Fund Balances.

The City maintains twenty (20) individual governmental funds. Of these, three are considered major (the general
fund, the arterial street fund, and the capital improvement projects fund) and are presented separately in the
governmental fund Balance Sheet and the governmental fund Statement of Revenues, Expenditures and Changes in
Fund Balances. The remaining governmental funds are combined into a single column labeled “Other Governmental
Funds”. Individual fund data for each of the other governmental funds can be found in the combining statements later
in this report.

The City maintains budgetary control over its operating funds through the adoption of a biennial budget. Budgets are
adopted at the fund level according to state law. Budgetary comparison statements are presented for the general and
arterial street funds as part of the basic financial statements. Other budgetary comparison statements are included
following the other government funds’ combining statements in this report.

Proprietary funds are used by governments to account for their business-type activities and use the same basis of
accounting utilized in private industry. Business-type activities provide specific goods or services to a group of
customers that are paid for by fees charged to those customers. There is a direct relationship between the fees paid
and the services rendered.

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

Enterprise funds report the same functions presented as business-type activities in the government-wide statements, but
in greater detail. The City’s enterprise fund statements provide information on the City’s four utilities (water, sanitary
sewer, storm water, and solid waste) as well as the City-owned airport, cemetery, and golf course.

Internal service funds are an essential accounting tool used to accumulate and allocate costs internally among the City’s
various functions. The City uses internal service funds to account for its fleet of vehicles, its maintenance and
operation of facilities, the City-wide provision of computer hardware and software services, and its insurance
premiums. Internal service funds benefit both governmental and business-type activities, and are allocated accordingly
in the government-wide statement of activities.

Fiduciary funds account for assets held by the City in a trustee capacity or as an agent for individuals, private
organizations, other governments or other funds. Fiduciary funds are not included in the government-wide financial

statements because their assets are not available to support the City’s activities.

The City has two fiduciary funds: a pension fund and an agency fund, and are accounted for on the accrual basis. As
agency funds are custodial in nature, they do not include revenues and expenses.
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Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statements can be found at the end of the
Basic Financial Statements section.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplementary information concerning the budget vs. actual reports of the City’s general fund and major special
revenue funds. The budget vs. actual required supplementary information can be found on page 44 and 45, and the
pension benefit and other postemployment benefit required supplementary information is found in the required
supplemental information.

The combining statements referred to earlier in connection with nonmajor governmental funds, nonmajor enterprise
funds, and internal service funds are presented in the section titled “Fund Financial Statements and Schedules”.

Government-wide Financial Analysis

The statement of net position may serve as a useful indicator of the City’s financial position. The overall financial
position has improved for the City of Auburn over the prior year. Changes in Net Position from 2012 to 2013 show
an increase in total net position of $4.18 million (not including the prior period adjustment of $0.38 million).
Following is a condensed version of the government-wide statement of net position with a comparison to 2012:

STATEMENT OF NET POSITION
Comparative Analysis of 2013 and 2012

Governmental Activities Business-type Activities Total
As of 12/31/13 As of 12/31/12 As of 12/31/13 As of 12/31/12 As of 12/31/13 As of 12/31/12
Current and other assets $ 101,729,060 $ 97,545,749 $ 56,821,892 $ 41668321 $ 158,550,952 $ 139,214,070
Capital assets, net of
accumulated depreciation 379,730,745 386,230,900 212,902,959 208,530,146 592,633,704 594,761,046
Total assets 481,459,805 483,776,649 269,724,851 250,198467 751,184,656 733,975,116
Deferred Outflows of Resources 27,929 - 49,856 - 77,785 -
Long-term liabilities 64,297,074 62,930,643 45,806,167 34,579,930 110,103,241 97,510,573
Other liabilities 8,548,606 9,537,546 8,628,868 6,750,234 17,177,474 16,287,780
Total liabilities 72,845,680 72,468,189 54,435,035 41,330,164 127,280,715 113,798,353
Net position
Net investment in capital assets 346,195,793 354,899,294 165,619,867 173,709,864 511,815,660 528,609,158
Restricted for:
Capital Projects 12,517,220 10,603,982 10,453,443 - 22,970,663 10,603,982
Nonexpendable Permanent Endowment 1,536,316 1,475,580 - - 1,536,316 1,475,580
Debt Service 45,788 50,439 5,973,355 4,306,893 6,019,143 4,357,332
Tourist Promotion 131,851 109,913 - - 131,851 109,913
Drug Investigation & Enforce 710,147 856,402 - - 710,147 856,402
Comm Dev Block Grant 37,519 43,397 - - 37,519 43,397
Central Business Distr Dev 41,068 24,403 - - 41,068 24,403
Rate Stabilization - - 412,791 412,165 412,791 412,165
Unrestricted 47,426,352 43,245,050 32,880,216 30,439,381 80,306,568 73,684,431
Total net position $ 408,642,054 411,308,460 $ 215,339,672 $ 208,868,303 § 623,981,726 § 620,176,763
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The City’s net position increased by $3.8 million (including the change in accounting principle). The increase in Net
Position from the Statement of Activities is reported at $4.18 million. The difference of $0.38 million is due to
writing-off bond issuance costs in conformity with GASB No. 65 as a prior period adjustment. This prior period
adjustment is only reflected in the 2013 financial statements as the City does not present comparative financial
statements. As such, the prior period adjustment is not reflected in this Management’s Discussion and Analysis for
2012 but rather is reflected in the 2013 reported amounts.

The largest component of the City’s net position, $511.8 million, or 82.0%, is its net investment in capital assets.
These capital assets, such as streets, parks, trails, and vehicles and equipment related to police and public works, are
used to provide services to the citizens. As a result, these assets are not for sale, and are therefore not available to
fund current and future City obligations. The City elected the GASB 34 reporting option to include all general
infrastructure of the City acquired or substantially renovated since 1980.

The largest component of unrestricted net position, $47.4 million, may be used for functions such as public safety
employee salaries and supplies, park and road maintenance, and other general governmental services. The second
largest component of unrestricted net position, $32.9 million, represents the unrestricted net position of the City’s
business-type activities and may only be spent on activities related to one of the four City utilities (water, sanitary
sewer, storm water and solid waste) or to the City-owned ventures (airport, golf course, and cemetery). Examples of
utility activities include maintenance of water/sewer mains, pump and lift stations, storm drain flushing, water meter
reading, and garbage collection. Activities related to the other City-owned ventures include maintenance of hangars
and runways at the airport, and grooming and landscaping at the golf course and cemetery.

Restricted governmental fund net position is $15.0 million and is restricted for purposes such as capital project
construction, debt service, drug investigation and enforcement, and endowment. Total net investment in capital assets
decreased $16.8 million which is due to the sale of governmental fund assets and the increase in bonds in business-type
activities.

Changes in Net Position

The change in net position represents the increase or decrease in City net position resulting from its various activities.

Following is a condensed version of the City’s changes in net position. The table shows the revenues, expenses and
related changes in net position for both governmental-type and business-type activities:
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CHANGES IN NET POSITION
Comparative Analysis of 2013 and 2012

Governmental Activities Business-type Activities Total
2013 2012 2013 2012 2013 2012
Revenues:
Program revenues
Charges for services $ 9824305 $ 7916897 $ 57533735 § 50,710,688 $ 67358040 $ 58,627,585
Operating grants and contributions 1,967,252 3,560,707 90,361 97,052 2,057,613 3,657,759
Capital grants and contributions 5,955,062 17,835,784 5,483,344 7,248,835 11,438,406 25,084,620
General revenues
Property taxes 14,490,790 14,970,136 - - 14,490,790 14,970,136
Sales taxes 18,335,157 16,679,278 - - 18,335,157 16,679,278
Interfund utility taxes 3,892,250 3,281,816 - - 3,892,250 3,281,816
Admission & utility taxes 9,156,636 8,856,498 - - 9,156,636 8,856,498
Excise taxes 2,555,850 2,141,620 - - 2,555,850 2,141,620
Other taxes 4,429,090 4,679,333 - - 4,429,090 4,679,333
Investment earnings 121,687 178,618 68,400 82,903 190,087 261,521
Miscellaneous revenue (4,625,627) 547,391 763,717 1,781,676 (3,861,910) 2,329,066
Total revenues 66,102,452 80,648,078 63,939,557 59,921,154 130,042,009 140,569,232
Expenses:
General government 7,508,112 9,441,887 - - 7,508,112 9,441,887
Public safety 27,423,015 27,339,301 - - 27,423,015 27,339,301
Transportation 14,861,834 15,736,610 - - 14,861,834 15,736,610
Physical environment 2,699,301 2,535,877 - - 2,699,301 2,535,877
Culture and recreation 9,184,289 8,310,210 - - 9,184,289 8,310,210
Economic environment 2,346,025 2,914,335 - - 2,346,025 2,914,335
Health and human services 510,285 633,175 - - 510,285 633,175
Interest on long-term debt 3,795,024 2,336,960 - - 3,795,024 2,336,960
Water - - 11,893,094 9,655,724 11,893,094 9,655,724
Sanitary sewer - - 21,584,215 19,680,724 21,584,215 19,680,724
Storm drainage - - 7,726,467 8,025,729 7,726,467 8,025,729
Solid waste - - 12,535,078 11,305,322 12,535,078 11,305,322
Golf course - - 1,933,597 1,912,174 1,933,597 1,912,174
Other business-type activities - - 1,857,252 1,954,104 1,857,252 1,954,104
Total expenses 68,327,885 69,248,355 57,529,703 52,533,777 125,857,588 121,782,132
Increase in net position before transfers (2,225,433) 11,399,723 6,409,854 7,387,377 4,184,421 18,787,099
Transfers (218,230) (513,428) 218,230 513,428 - -
Change in net position (2,443,663) 10,886,295 6,628,084 7,900,805 4,184,421 18,787,099
Net Position, January 1, as Previously Reported 411,308,460 400,422,165 208,868,303 200,967,498 620,176,763 601,389,663
Change in Accounting Principle (222,743) - (156,715) - (379,458) -
Net Position, January 1, as Restated 411,085,717 208,711,588 619,797,305
Net position, December 31 $ 408,642,054 $ 411,308460 $ 215339672 $ 208868303 $ 623,981,726 $ 620,176,762

Governmental activities declined by $2.7 million. Revenues to fund capital assets are recorded as program or general
revenues in the statement of activities. However, asset purchases are not recorded as expenses in the year purchased
and construction costs are not recorded as expenses in the year incurred. Instead, the costs are recorded as long-term
assets and are depreciated over their useful life.

General tax revenues increased by 4.4% to $52.9 million between 2012 and 2013, compared to an increase of 1.4%
between 2011 and 2012:

e Property tax revenue decreased $479,000 or 3.2%.

e Sales tax collections increased $1.7 million or 9.9%, reflecting continued improvement in the economy.

e Utility and admission tax revenue increased by $300,000 or 3.4%.

e Excise tax revenue increased by $414,000 or 19.3%. The increase in excise taxes is due primarily to real estate
excise taxes (REET) which increased as a result of an increase in real estate transactions.
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Investment earnings fell by $56,931 in governmental activities and $14,503 in business-type activities for a
government-wide decline of $71,434 or 27.3%. These declines reflect the continued low interest rates.

Government-wide Miscellaneous revenue decreased $6.2 million to $(3.9) million. Miscellaneous revenue of $2.3
million in 2012 was attributable to contributions from King County Flood Control District for flood barrier removal
and the City of Algona for the purchase of storage in the Lakeland Hills Reservoir. Miscellaneous revenue of $(3.9)
million in 2013 was and attributable to a sale of Land.

Government-wide expenses increased by approximately $4.1 million or 3.4% and were attributable to an increase in
interest on long term debt, and operating expenses for water, sewer and solid waste utilities.

The following first chart summarizes the government activity revenue by source, while the second chart reflects the

specific programs’ revenues and related expenses for the various activities of the City. Gaps between specific
programs’ revenues and their related expenditures are funded through general tax revenues.

Revenues by Source — Government Activities
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Program Expenses and Revenues — Governmental Activities
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Business-type net position totaled $215.3 million, an increase of 3.1%. Key components of this increase include:

e Business-type revenues increased $4.0 million to $63.9 million due to an increase in charges for services which
is offset by decreases in capital grants and contributions and miscellaneous revenue.

e Income (loss) before capital contributions and transfers amounted to:

Water fund: $ 39,600
Sanitary sewer fund: (317,813)
Storm fund: 834,790
Solid waste fund: 469,805
Golf course: (477,957)
Non-major funds: (268.,284)
$ 280,141

e Net transfers totaled $218,230.
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The following chart shows the relative net position balances for each business-type fund:

Business Type Net Position — By Fund
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The majority of net position in the City’s enterprise funds relate to capital asset infrastructure, such as water and sewer
mains, the airport runway, and the golf course land. As such, most of the net position is not available to support the

ongoing expenses of the funds. Following are two charts that contrast the total net position to the spendable portion
of net position for each enterprise fund:
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Comparison of Total Net Position to Spendable Net Position
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The following first chart depicts the revenues and expenses for business-type funds, while the second shows the various
sources of business-type revenue:

Business Type Activity Revenues and Expenses
Before Capital Contributions and Transfers
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Business Type Activity Revenues
By Source
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Investment Earnings
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88.6%

Financial Analysis of Governmental Funds

The purpose of the City’s governmental funds is to report on near-term revenues/financial resources and expenditures.
This information helps determine the City’s financial requirements in the near future. Specifically, fund balance is a
good indicator of the City’s financial resources.

As of December 31, 2013, the City’s governmental funds had combined fund balances of $46.9 million, an increase of
$4.4 million or 10.3% over the previous year. This increase is primarily due to an increase in fund balance for the
Capital Improvement fund due to proceeds from the sale of Auburn Professional Plaza Suite #380 and land of $2.6
million and an increase in fund balance for the Mitigation fund due to a reduction in net transfers. The following table
shows the changes in fund balance between 2012 and 2013.

Changes in Fund Balance - By Fund

Fund 2013 2012 Difference
General fund $ 23644516 $ 23,701,900 $ (57,384)
Arterial street fund 2,435,922 2,143,713 292,209
Capital improvement fund 9,102,927 6,412,475 2,690,452
Mitigation fund 4,640,767 3,061,179 1,579,588
Cemetery endowment fund 1,629,564 1,585,916 43,648
All other government funds 5,430,224 5,607,774 (177,550)

Total

$ 46,883,920 $ 42,512,957 $ 4,370,963

Of the government funds’ total fund balances, $17.8 million is unassigned. Nonspendable, restricted, committed and
assigned fund balances total $29.1 million. Of this $29.1 million, $10.1 million is earmarked for capital projects, $11.4
million is in special revenue funds that are earmarked for specific purposes and $1.5 million is for endowment.

28



City of Auburn: 2013 CAFR Management’s Discussion and Analysis

The general fund is the primary operating fund of the City. All receipts and payments of ordinary City operations are
processed through it unless they are required to be accounted for in another fund. At the end of 2013, the general
fund had a fund balance of $23.6 million, $5.9 million of which is assigned, and $17.7 million is unassigned.

Other funds that had significant fund balances include:

e $10.1 million in the capital improvement projects fund; used for various governmental capital asset projects.

e $4.6 million in the mitigation fund; used to collect fees from new development to mitigate the cost of new
roads and other infrastructure.

e $1.6 million in the cemetery endowed care fund; used for maintenance of the cemetery.

e $6.8 million in all other government funds; used primarily for local street improvements and local
revitalization funding.

The following chart shows the relative fund balances for governmental funds:

Governmental Funds — Fund Balances

All Other Government
Funds
12%

Cemetery Endowment
Fund
4%

Mitigation Fund

General Fund
10% \ 50%

Arterial Street Fund
5%

The general fund balance of $23.6 million decreased by $57,384 from the prior year. Revenues increased with the
gradual improvement in the local and regional economic conditions and expenses increased slightly over 2013, as the
City continues its vigilance in monitoring general expenditure activity.
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General fund revenue increased by $952,840, sources of which are shown in the chart below. Property taxes
increased $1.5 million and sales taxes decreased $295,000. Licenses and Permits increased by $697,000 and Charges
for Services decreased by $288,000. Building permit and Plan Check activity increased as a result of several projects
including the Auburn High School Modernization project, construction of several new buildings and businesses in the
City including the HCSA regional hospital laundry facility, construction of the Franciscan Medical Pavilion, various
projects at Boeing, the remodel of The Outlet Collection — Seattle, as well as numerous housing developments — most
notably The Ridge at Bowman Creek, Lakeland East, Auburn 40 PUD and Kendall Ridge. Intergovernmental revenues
decreased by $1.1 million as a result of one-time federal grants and a decrease in liquor revenue distributions from the
State of Washington. Fines and Forfeitures decreased by $151,000, reflecting a decline in revenue collections from
fines related to the Redflex red light traffic cameras.

2013 General Fund Revenue Increases — By Source
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Financial Analysis of Proprietary Funds

The City’s proprietary funds provide the same type of information as found in the government-wide financial
statements, but in greater detail. Factors affecting the finances of the City’s proprietary funds have already been
addressed in the discussion of the City’s business-type activities.

General Fund Budgetary Highlights

The City budgets biennially by adopting two single-year budgets at the end of each even-numbered year and then
making adjustments as necessary via budget amendments throughout the next two years. Major amendments to the
2012 biennially budget (for years 2012 & 2013) included:
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e Budgeted General Fund expenditures increased from $54.3 million to $56.2 million. Significant changes
include five new staff positions in the Police Department, ratification of labor agreements with the City’s labor
groups, and a transfer to the Cumulative Reserve Fund to replenish the fund balance as a result of past
withdrawals.

Reasons for the variances in the general fund between the final budget and actual results include:

e Actual General Fund revenues totaled $53.6 million and exceeded budget by $2.1 million. Significant areas of
variance include sales taxes, which exceeded budget by $1.5 million reflecting improvement in the local
economy, licenses and permits and charges for services, which exceeded budget by $486,000 and $244,000,
respectively, reflecting increased activity from building permits and plan check fees; and utility taxes were
below budget by $251,000 reflecting decreased revenue from natural gas and telephone utility taxes.

e Actual General Fund expenditures totaled $52.8 million and were under-budget by $3.4 million.
Departments experienced savings due to continued vigilance in monitoring city-wide expenditures. Significant
areas of under-expenditure occurred within the Security of Person and Property, reflecting staff vacancies
within the Police Department and within General Government reflecting savings within the non-departmental
program.

Capital Asset and Debt Administration
Capital Assets

The City’s investment in capital assets for both its governmental and business-type activities as of December 31, 2013
totaled $592.6 million (net of accumulated depreciation), a decrease of $2.1 million from 2012. This investment in
capital assets includes land, buildings, improvements, machinery and equipment, construction in progress, utility
transmission/distribution systems, roads, bridges, and other infrastructure.

Major capital asset changes during the year include:
e Developer contributions resulted in an increase of $1.6 million in utility infrastructure assets and $0.5 million
in governmental infrastructure assets.
e $8.6 million was spent by proprietary funds on construction projects during the year.
e Sale of government land resulted in a decrease of $6.4 million
e Sale of Auburn Professional Plaza Suite #380 resulted in a decrease of $1.0 million

e $14.3 million was spent by governmental funds on construction projects during the year. Some of the larger
projects in the governmental funds include:

$5.9 million on M St SE Grade Separation
$1.7 million on 2013 Local Street Pavement Reconstruction

$1.1 million on 2013 Pavement Patching Chip seal

A summary of the City’s capital assets follows:
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Summary of Capital Assets (net of depreciation)

Governmental Activities Business-type Activities Total
As of 12/31/13 As of 12/31/12 As of 12/31/13 As of 12/31/12 As of 12/31/13 As of 12/31/12
Land § 103974530 § 110,399907 § 14,505,063 § 14,505,063 § 118,479,593 § 124,904,970
Building 45,933,740 47,118,785 6,218,212 6,520,898 52,151,952 53,639,683
Site improvements 7,207,075 5,849,425 170,249,102 169,895,574 177,456,177 175,744,999
Equipment 6,628,402 6,889,727 419,207 403,444 7,047,609 7,293,171
Intangibles 656,220 746,511 5,196,600 5,196,600 5,852,820 5,943,1M
Infrastructure 210,343,717 186,775,205 - 210,343,717 186,775,205
Construction in progress 4,987,061 28,451,340 16,314,775 12,008,567 21,301,836 40,459,907

§ 379,730,745 § 386,230,900 § 212,902,959 § 208,530,146 § 592,633,704 § 594,761,046

More detailed information on capital assets is provided in Note 7.

Long-term Debt

At the end of the current fiscal year, the City had total bonded debt outstanding of $92.1 million. Of this amount,
$25.9 million is due to other governments, $33.4 million is general obligation bonds, and $32.8 million is revenue
bonds for the water, sewer and storm utilities. The City currently maintains a rating of Aa3 with Moody’s and a rating
of AA+ with Standard & Poor’s for its general obligation debt.

The following schedule summarizes the City’s bonded debt:

S ummary of Bonded Debt

Gowernmental Business-type
Activities Activities Total
General obligation bonds $ 28,660,000 $ 4,700,000 $ 33,360,000
Revenue bonds - 32,820,000 32,820,000
Due to other governments $ 25,966,700 25,966,700

$ 54,626,700 $ 37,520,000 $ 92,146,700

Below is a summary of additional, non-bonded long-term debt of the City:

Other Long-Term Debt

Public Works Trust Fund loans $ 12,442,903
Employee leave benefits 2,544,234
Other Post Employment Benefits 4,968,040

$ 19,955,177
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Washington State law limits the amount of general obligation debt a governmental entity may issue to 7.5% of its
total assessed value. Of the 7.5% limit, 2.5% is for general purposes, 2.5% is for open spaces/parks, and 2.5% is for
utilities. Non-voted (limited tax) general obligation indebtedness is limited to 1.5% of assessed valuation. The
combination of unlimited tax and limited tax general obligation debt for all purposes cannot exceed 7.5% of assessed
valuation.

Additional information can be found in note 9 and in the statistical section of this report.

Economic Factors

Over the past year, economic conditions have improved locally. Real estate activity and real property values have
improved, retail sales showed a double digit growth for the first time in eight years, and the rate of unemployment in
the County and City is at pre recessionary levels. While general economic conditions have improved over the past 18
months, the pace of growth is slowing and several areas at the Federal and State levels of government continue to cast
a long shadow. These include long-term unemployed at the national level and Congressional action to extend long-
term unemployment benefits; the ongoing disagreements within the United States Congress on finding a long-term
solution to funding governmental services and its strategy of Continuing Appropriations Acts to authorize temporary
funding solutions for governmental operations; and at the State level, long-term fiscal challenges remain as the State
will need to address holes left by one-time budget fixes in the current budget and will need to fund another $1 billion
to meet basic education mandates. In 2012, State budget challenges resulted in reduced streamlined sales tax revenue
distributions to cities and temporarily suspended its distributions of liquor excise taxes. Such actions may likely recur in
the future as the State continues to grapple with its financial situation.

As a result of these challenges, the City remains cautious and as a result continues to vigilantly monitor and control its
expenses. In the longer-term, the economic outlook for the City is positive. The City has seen significant private
investments in the community, including completing sales of several blocks in downtown, which will serve as a catalyst
for future redevelopment; modernization and reconstruction of Auburn High School; $35 million in the remodel and
rebranding of the regional mall, The Outlet Collection Seattle; and construction of several new buildings and
businesses in the City including the HCSA regional hospital laundry facility, construction of the Franciscan Medical
Pavilion, and new residential developments.

Recent significant development in the City includes:

e Issuance of 934 building permits compared to 923 for the year prior. This includes the projects listed above
and many new residential developments around the City. As the pace of the economic recovery strengthens,
the numbers of commercial and residential building permits and commercial transactions are expected to
increase, particularly in the downtown area.

e Completion of the M Street SE Grade Separation project. This multi-million project represent a significant
investment in the City’s transportation infrastructure and will serve to help to improve local transportation
mobility and vehicular and pedestrian safety.

In conclusion, the City continues to closely monitor its financial performance and will proactively adjust its current
expenditure budget as needed in order to live within its means. While general economic conditions have improved,
short-term challenges to the City’s overall financial condition remain. These challenges include a slowing in the pace of
economic growth and continued austerity measures at the State and Federal level, both of which may affect the
amount of revenues that are available for local services. In the longer term, the City’s financial performance is
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expected to continue to improve as the combined effects of improved economic conditions and a series of community
investments are expected to take hold.

Requests for Information

This financial report is designed to provide a general overview of the City of Auburn’s finances for readers with an
interest in the City’s finances. Questions concerning this report, or requests for additional information, may be
addressed to the Finance Director, City of Auburn, 25 West Main Street, Auburn WA 98001-4998.
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GOVERNMENT-WIDE FINANCIAL STATEMENTS

The City presents two government-wide financial statements.

The Statement of Net Position
This statement provides information all on city assets and liabilities, with the difference between
the two reported as net position.

The Statement of Activities

This statement is focused on both the gross and net cost of various functions, including both
governmental and business-type activities, which are supported by the City’s general tax and other
revenues.
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City of Auburn, Washington
STATEMENT OF NET POSITION

December 31, 2013

Primary Government

Governmental Business-Type
Activities Activities Total
ASSETS:
Cash and Cash Equivalents (Note 3) $ 43,846,902 § 31,187,399  § 75,034,301
Investments (Note 3) 3,232,240 997,290 4,229,530
Receivables
Taxes 413,882 - 413,882
Customer Accounts 104,285 5,711,968 5,816,253
Other Receivables 2,285,897 955 2,286,852
Special Assessments 496,189 - 496,189
Due From Other Governmental Units (Note 6) 2,480,145 370,154 2,850,299
Internal Balances (555,473) 555,473 -
Materials and Supplies Inventory 201,118 168,968 370,086
Restricted Assets:
Temporarily Restricted:
Cash and Cash Equivalents (Note 3) 10,443,827 17,003,785 27,447,612
Due From Other Governmental Units (Note 6) 2,051,502 - 2,051,502
Permanently Restricted:

Cash and Cash Equivalents (Note 3) 1,536,316 - 1,536,316
Prepaids 984,319 - 984,319
Long-Term Contracts and Notes 505,029 825,900 1,330,929
Net Pension Asset (Note 10) 259,299 B 259,299
Investment in Joint Ventures (Note 15) 33,443,583 - 33,443,583
Depreciable Capital Assets (Net of Accumulated Depreciation) (Note 7) 270,769,154 176,886,521 447,655,675
Non-Depreciable Capital Assets (Note 7) 108,961,591 36,016,438 144,978,029

Total Assets 481,459,805 269,724,851 751,184,656
DEFERRED OUTFLOWS OF RESOURCES:

Deferred Outflow from Bond Refunding 27,929 49,856 77,785

Total Deferred Outflow of Resources 27,929 49,856 77,785
LIABILITIES:

Accounts Payable 4,746,234 3,669,865 8,416,099
Other Liabilities Payable 357,313 - 357,313
Payable From Restricted Assets:

Accrued Interest - 1,695,394 1,695,394

Deposits - 164,196 164,196
Unearned Revenue 1,429,611 921,080 2,350,691
Bonds and Other Debt Payable:

Due Within One Year (Note 9) 2,616,159 3,099,413 5,715,572

Due in More Than One Year (Note 9) 32,761,623 44,885,087 77,646,710
Due to Other Governmental Units:

Due Within One Year (Note 9) 828,900 - 828,900

Due in More Than One Year (Note 9) 25,137,800 - 25,137,800
Net OPEB Obligation (Note 11) 4,968,040 - 4,968,040

Total Liabilities 72,845,680 54,435,035 127,280,715
NET POSITION
Net Investment in Capital Assets 346,195,793 165,619,867 511,815,660
Restricted:

Capital Projects 12,517,220 10,453,443 22,970,663
Nonexpendable Permanent Endowment 1,536,316 - 1,536,316
Debt Service 45,788 5,973,355 6,019,143
Tourist Promotion 131,851 - 131,851
Drug Investigation and Enforcement 710,147 - 710,147
Community Development Block Grant Program 37,519 - 37,519
Central Business District Development 41,068 - 41,068
Rate Stabilization - 412,791 412,791
Unrestricted 47,426,352 32,880,216 80,306,568
Total Net Position $ 408,642,054 § 215,339,672 § 623,981,726

The notes to the basic financial statements are an integral part of this statement.
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City of Auburn, Washington
STATEMENT OF ACTIVITIES
For the Year Ended December 31, 2013

Page 1 of 2
Program Revenues
Charges Operating Capital
for Services Grants and Grants and
Expenses and Fines Contributions Contributions
FUNCTIONS / PROGRAMS:
Primary Government
Governmental Activities:
General Government $ 7,508,112 § 893,326 § 63,943 § 374,018
Public Safety 27,423,015 2,103,823 883,773 13,339
Transportation 14,861,834 1,967,778 55,743 4,719,033
Physical Environment 2,699,301 398,564 - 304,173
Culture and Recreation 9,184,289 873,970 939,804 131,180
Economic Environment 2,346,025 3,586,844 23,989 38,419
Health and Human Resources 510,285 - - 374,900
Interest on Long-Term Debt 3,795,024 - - -
68,327,885 9,824,305 1,967,252 5,955,062
Business-Type Activities
Water 11,893,094 11,695,351 - 1,005,667
Sanitary Sewer 21,584,215 21,711,948 - 3,255,766
Storm Drainage 7,726,467 8,184,303 - 1,033,128
Solid Waste 12,535,078 12,911,232 90,361 -
Golf Course 1,933,597 1,454,938 - -
Nonmajor Business-Type Activities 1,857,252 1,575,963 - 188,783
57,529,703 57,533,735 90,361 5,483,344
Total Primary Government $ 125,857,588 § 67,358,040 § 2,057,613 § 11,438,406

General Revenues:
Taxes:
Property
Retail Sales and Use
Interfund Utility
Utility
Excise
Other
Investment Earnings
Other Revenues
Loss on Sale of Capital Assets
Contributions to Endowment Funds
Transfers (Note 5)
Total General Revenues

Change in Net Position

Net Position, January 1, as Previously Reported
Change In Accounting Principle

Net Position, January 1, as Restated

Net Position, December 31

The notes to the basic financial statements are an integral part of this statement.
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Page 2 of 2
Net (Expense) Revenue and
Changes in Net Assets
Governmental Business-Type

Activities Activity Total

$ (6,176,825) $ -8 (6,176,825)
(24,422,080) - (24,422,080)
(8,119,280) - (8,119,280)
(1,996,564) - (1,996,564)
(7,239,335) - (7,239,335)
1,303,227 - 1,303,227
(135,385) - (135,385)
(3,795,024) - (3,795,024)
(50,581,266) - (50,581,266)

- 807,924 807,924

- 3,383,499 3,383,499

- 1,490,964 1,490,964

- 466,515 466,515

- (478,659) (478,659)

- (92,506) (92,506)

- 5,577,737 5,577,737

(50,581,266) $ 5,577,737 $ (45,003,529)

$ 14,490,790 $ - $ 14,490,790
18,335,157 - 18,335,157
3,892,250 - 3,892,250
9,156,636 - 9,156,636
2,555,850 - 2,555,850
4,429,090 - 4,429,090
121,687 68,400 190,087
192,898 763,717 956,615
(4,856,031) - (4,856,031)
37,506 - 37,506
(218,230) 218,230 -
48,137,603 1,050,347 49,187,950
(2,443,663) 6,628,084 4,184,421
411,308,460 208,868,303 620,176,763
(222,743) (156,715) (379,458)
411,085,717 208,711,588 619,797,305

$ 408,642,054 $ 215,339,672 $ 623,981,726
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MAJOR GOVERNMENTAL FUNDS

General Fund

The general fund accounts for all of the City's financial resources except those required by statute
or generally accepted accounting principles to be accounted for in another fund. As is the case
with most municipalities, the general fund is the largest and most important accounting entity of
the City. As noted in the statements that follow, the general fund receives the bulk of its
revenues from local taxes, followed by State shared revenues, service charges, and other income.

The general fund is accounted for on a modified accrual basis. Biennial budgets are
adopted with appropriations lapsing at the end of each year of the biennium.

Arterial Street Fund
This fund is supported by the State of Washington’s motor vehicle fuel tax and by various
grants and is used for major street construction.

Capital Improvement Projects Fund
This fund accounts for major capital acquisitions, and streets and parks construction
projects.
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City of Auburn, Washington
BALANCE SHEET
GOVERNMENTAL FUNDS
December 31, 2013

Other Total
General Arterial Capital Governmental Governmental
Fund Street Improvement Funds Funds
ASSETS:
Cash and Cash Equivalents $ 20,514,377 § 1431,709 § 9,102,654 $ 10,871,449 § 41,920,189
Investments (Note 3) 2,231,310 - ~ 1,000,930 3,232,240
Receivables:
Taxes 413,882 - - - 413,882
Customer Accounts 3,372 2,000 - - 5,372
Other Receivables 1,954,960 - - 328,243 2,283,203
Special Assessments - - - 496,189 496,189
Long-Term Notes and Contracts - - 505,029 - 505,029
Due From Other Governmental Units (Note 6) 2,477,092 1,933,934 21,317 96,251 4,528,594
Prepaids 127 - - - 127
Total Assets 27,595,120 3,367,643 9,629,000 12,793,062 53,384,825
LIABILITIES AND FUND BALANCES:
Liabilities:
Current Payables 2,534,307 503,328 21,044 596,318 3,654,997
Customer Deposits 193,873 - - - 193,873
Other Liabilities Payable 84 - - - 84
Unearned Revenue 1,222,340 428,393 505,029 496,189 2,651,951
Total Liabilities 3,950,604 931,721 526,073 1,092,507 6,500,905
Fund Balances: (Note 1)
Nonspendable 127 - - - 127
Nonspendable Permanent Endowment - - - 1,536,316 1,536,316
Restricted - 2,435,922 4,951,862 6,095,809 13,483,593
Committed - - - 3,242,662 3,242,662
Assigned 5,892,611 - 4,151,065 825,768 10,869,444
Unassigned 17,751,778 - - - 17,751,778
Total Fund Balances: 23,644.516 2,435,922 9,102,927 11,700,555 46,883,920
Total Liabilities and Fund Balances $ 27,595,120 § 3,367,643 § 9,629,000 § 12,793,062 $ 53,384,825
Total governmental fund balances as reported on this statement $ 46,883,920
Amounts reported for governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not financial resources and therefore not reported in the funds. 373,605,463
Other long-term assets are not available to pay for current-period expenditures and therefore are deferred in the funds.
Prepaids 984,192
Interest receivable on investments 2,694
Unearned revenue beyond the city's 30-day measurable and available period 1,222,340
Net pension asset 259,299
2,468,525
Deferred Outflows are not available to pay for current-period expenditures and therefore are deferred in the funds.
Deferred Outflow from Bond Refunding 27,929

Internal service funds are used by management to charge the cost of certain activities, such as insurance, fleet
maintenance and information technology, to individual funds. The assets and liabilities of these internal service 18,517,251
funds are included in governmental activities in the statement of net position.

Certain Joint Ventures activities do not use or provide current financial resources but increase net position. 7,476,883

Some liabilities are not due and payable in the current period and therefore are not reported in the funds.

Bonds and loans payable (33,380,584)
Financing debt service interest and other cost for bond issue (154,372)
Interest payable (160,856)
Net other postemployment obligations (4,968,040)
Compensated absences payable (1.674,065)
(40,337,917)
Net position of government activities as reported on the statement of net position $ 408,642,054

The notes to the basic financial statements are an integral part of this statement.
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City of Auburn, Was hington
STATEMENT OF REVENUES , EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2013

Other Total
General Arterial Capital Gowernmental ~ Gowernmental
Fund S treet Improvement Funds Funds
REVENUES :
Taxes:
P roperty $ 14415456 § -8 - 120,217 $ 14,535,673
Retail S ales & Use 16,115,145 - - 2,220,012 18,335,157
Interfund Utility 3,336,214 - - 556,036 3,892,250
Utility 7,709,443 - - 1,447,193 9,156,636
Excise 239,371 - 2,225,898 90,581 2,555,850
Other - - - 69,475 69,475
Licenses and P ermits 3,041,948 - - - 3,041,948
Intergovernmental 4,716,290 5,173,669 - 1,965,025 11,854,984
Charges for S enices 2,144,329 - - 1,747,447 3,891,776
Fines and Forfeitures 1,441,603 - - - 1,441,603
S pecial Assessments - - - 40,772 40,772
Inves tment E arings 54,299 1,779 37,358 50,715 144,151
Mis cellaneous 406,061 17,968 76,540 121,104 621,673
Total Revenues 53,620,159 5,193,416 2,339,796 8,428,577 69,581,948
EXPENDITURES :
Current:
General Government 7,300,667 - - - 7,300,667
S ecurity of Persons and P roperty 26,856,249 - - 290,341 27,146,590
Physical E nvironment 2,855,908 - - - 2,855,908
Trans portation 2,958,952 8,012,382 - 4,148,196 15,119,530
E conomic E nvironment 2,145,122 - - 547,267 2,692,389
Health and Human § envices 631,997 - - - 631,997
Culture and Recreation 7,924,531 - - 794 7,925,325
Debt S enice:
Principal 1,185,838 90,803 - 961,540 2,238,181
Interes t and Other Cos ts 1,029,945 6,561 - 1,673,262 2,709,768
Capital Outlay 195,673 - 1,085,969 1,464,957 2,746,599
Total E xpenditures 53,084,882 8,109,746 1,085,969 9,086,357 71,366,954
Excess (Deficiency) of Revenues
Ovwer (Under) E xpenditures 535,277 (2,916,330) 1,253,827 (657,780) (1,785,006)
OTHER FINANCING S OURCES (USES):
S ales of Capital Assets - - 2,593,405 - 2,593,405
Ins urance Recovweries 192,898 - - - 192,898
Is suance of Debt - 3,044,491 - - 3,044,491
Trans fers In (Note 5) 2,193,548 164,048 84,658 2,333,846 4,776,100
Trans fers Out (Note 5) (2,979,107) - (1,241,438) (230,380) (4,450,925)
Total Other Financing S ources and Us es (592,661) 3,208,539 1,436,625 2,103,466 6,155,969
Net Change in Fund Balances (57,384) 292,209 2,690,452 1,445,686 4,370,963
Fund Balances - Beginning 23,701,900 2,143,713 6,412,475 10,254,869 42,512,957
Fund Balances - Ending $ 23,644,516 § 2,435,922 § 9,102,927 § 11,700,555 § 46,883,920

The notes to the basic financial statements are an integral part of this statement.
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Basic Financial Statements

City of Auburn, Was hington

RECONCILIATION OF THE S TATEMENT OF REVENUES , EXPENDITURES , AND CHANGES IN

FUND BALANCES OF GOVERNMENT FUNDS TO THE S TATEMENT OF ACTIVITIES

For the Year Ended December 31, 2013

Net change in fund balances per the S tatement of Revenues, E xpenditures and Changes in Fund Balance
Amount reported as change in net pos ition in the S tatement of Activities are different because:

Gowernmental funds report capital outlays as expenditures. However, in the statement
of activities the cost of those assets is allocated over their es timated us eful lives and
reported as depreciation expense. This is the amount by which capital outlay ($14,556,227)
exceeded depreciation ($13,990,186) in the current period.

Certain Capital and Joint Venture activities do not us e or provide current financial res ources
but increas e net pos ition.

Gowernmental funds report sales of assets as other financing s ources while the S tatement of Activities
reports only the gain or loss on sale of capital assets.

Debt proceeds are reported as financing sources in governmental fund and thus contribute to the
change in fund balances. In the government-wide s tatements, however, is s uing debt increas es
long-term liabilities in the statement of net assets and does not affect the statement of activities .

Rewenues in the S tatement of Activities that do not provide current financial res ources
are not reported as revenues in the funds :

Unearned revenue
Amortization of bond premium
Inves tment interes t receivable

Deweloper contributions and annexation of infras tructure assets are reported as revenue in the s tatement
of activities, but do not provide current financial res ources and are not reported as fund revenue.

Repayment of the principal of long-term debt consumes the current financial res ources of
gowernmental funds but has no effect on the net pos ition.

Internal s enice funds are us ed by management to charge the costs of certain activities,
such as insurance and fleet maintenance, to individual funds. The net revenue (expens e)
of certain internal senice funds is reported with governmental activities .

S ome expenses reported in the S tatement of Activities do not require the use of current
financial res ources and therefore are not reported as expenditures in governmental funds .

Amortization of prepaids
Change in accrued interest payable
Change in net pens ion obligation or as s et

Change in net other pos temployment benefits
Change in compens ated abs ences payable

Change in net pos ition on the S tatement of Activities

The notes to the basic financial statements are an integral part of this statement.
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(3.044.,491)
717.863
32,283
2,694
752,840
507,725
1,059,530
409,488
(109,355)
(2.506)
(30,698)
(899.,601)
90,532
(951,628)

$  (2.443.663)



City of Auburn: 2013 CAFR Basic Financial Statements

City of Auburn, Was hington
STATEMENT OF REVENUES , EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
GENERAL FUND
For the Year Ended December 31, 2013

Budget Amounts Variance with
Final Final Budget
Original Adopted Actual P os itive
(CGAAP Basis) (GAAP Basis) Res ults (Negatiwe)
REVENUES :
Taxes:
P roperty $ 14,299,417 § 14,299,417 § 14,415,456 § 116,039
Retail S ales & Use 14,205,030 14,619,470 16,115,145 1,495,675
Interfund Utility 2,991,933 2,991,933 3,336,214 344,281
Utility 7,960,087 7,960,087 7,709,443 (250,644)
Excise 298,466 298,466 239,371 (59,095)
Licenses and P ermits 1,838,484 2,556,384 3,041,948 485,564
Intergovernmental 4,751,784 4,831,660 4,716,290 (115,370)
Charges for S envices 1,970,947 1,899,942 2,144,329 244,387
Fines and Forfeitures 1,556,500 1,556,500 1,441,603 (114,897)
Inves tment E armings 64,900 64,900 46,788 (18,112)
Mis cellaneous 415,200 426,200 406,061 (20,139)
Total Revenues 50,352,748 51,504,959 53,612,648 2,107,689
EXPENDITURES :
Current:
General Gowernment 8,523,903 8,284,609 7,300,667 983,942
S ecurity of Persons and P roperty 27,394,704 28,138,539 26,856,249 1,282,290
P hysical E nvironment 2,493,468 3,071,531 2,855,908 215,623
Trans portation 3,303,864 3,313,353 2,958,952 354,401
E conomic E nvironment 2,574,945 2,523,806 2,145,122 378,684
Health and Human § enices 738,759 796,804 631,997 164,807
Culture and Recreation 7,640,695 7,931,512 7,924,531 6,981
Debt S enice 1,641,951 2,012,224 2,010,903 1,321
Capital Outlay 5,000 162,221 195,673 (33,452)
Total E xpenditures 54,317,289 56,234,599 52,880,002 3,354,597
Excess (Deficiency) of Revenues
Over (Under) Expenditures (3,964,541) (4,729,640) 732,646 5,462,286
OTHER FINANCING S OURCES (USES):
Ins urance Recoweries 25,000 87,322 192,898 105,576
Trans fers In (Note 5) 193,000 267,000 193,548 (73,452)
Trans fers Out (Note 5) (51,250) (2,051,250) (2,051,646) (396)
Total Other Financing S ources and Us es 166,750 (1,696,928) (1,665,200) 31,728
Net Change in Fund Balances (3,797,791) (6,426,568) (932,554) 5,494,014
Fund Balances - Beginning 12,108,801 16,348,942 16,348,942 -
Fund Balances - Ending $ 8,311,010 $§ 9,922,374 § 15416,388 $ 5,494,014

RECONCILIATION OF PERS PECTIVE DIFFERENCE BETWEEN BUDGETARY INFORMATION AND
GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP):

The Cumulative Resere Fund is combined with
the General Fund for purpos es of GAS B S tatement 54 8,228,128

Fund Balance - Ending (CAAP) $ 23,644,516

The notes to the basic financial statements are an integral part of this statement.
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City of Auburn, Was hington
STATEMENT OF REVENUES , EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
ARTERIAL STREET FUND
For the Year Ended December 31, 2013

Budget Amounts Variance with
Final Final Budget
Original Adopted Actual P os itive
(GAAP Basis) (GAAP Basis) Res ults (Negative)
REVENUES :
Taxes:
Intergovernmental $ 10,681,915 § 9,846,086 §$ 5,173,669 §$§ (4.672,417)
Inves tment E arnings 2,500 2,500 1,779 (721)
Mis cellaneous - 36,485 17,968 (18,517)
Total Revenues 10,684,415 9,885,071 5,193,416 (4,691,655)
EXPENDITURES :
Current:
Trans portation 920,664 920,664 8,012,382 (7,091,718)
Principal 113,983 113,983 90,803 23,180
Interes t and Other Cos ts 11,471 11,471 6,561 4,910
Capital Qutlay 12,518,106 14,302,273 - 14,302,273
Total E xpenditures 13,564,224 15,348,391 8,109,746 7,238,645
Excess (Deficiency) of Revenues
Over (Under Expenditures (2,879,809) (5,463,320) (2,916,330) 2,546,990
OTHER FINANCING S OURCES (USES ):
Is suance of Debt 1,800,115 3,336,170 3,044,491 (291,679)
Trans fers In (Note 5) 635,540 906,500 164,048 (742,452)
Total Other Financing S ources and Us es 2,435,655 4,242,670 3,208,539 (1,034,131)
Net Change in Fund Balances (444,154) (1,220,650) 292,209 1,512,859
Fund Balances - Beginning 1,300,518 2,143,713 2,143,713 -
Fund Balances - Ending $ 856,364 § 923,063 § 2435922 § 1,512,859

The notes to the basic financial statements are an integral part of this statement.
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MAJOR PROPRIETARY FUNDS

ENTERPRISE FUNDS

The City's enterprise funds are used to account for operations that are financed and operated in a
manner similar to private business operations. The goods and services these funds provide to the
general public are primarily financed by service charges. Enterprise funds are self-supporting and
use the accrual method of accounting. Auburn has five major enterprise funds.

The Water Fund

This fund accounts for all maintenance, construction, and debt service requirements associated
with the water system.

The Sanitary Sewer Fund
This fund accounts for maintenance, construction, and debt requirements for Auburn's sanitary
sewer system.

The Storm Drainage Fund
This fund accounts for the maintenance, construction and debt service requirements of Auburn's
storm drainage system.

The Solid Waste Fund

Garbage collection services for the City are accounted for in this fund, supported almost entirely
by garbage collection fees. Expenses include payment to the City's garbage contractor and other
service charges.

The Golf Course Fund

Accounts for services, maintenance, and operations associated with the Auburn Municipal Golf
Course.
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City of Auburn, Was hington
STATEMENT OF NET POS ITION

PROPRIETARY FUNDS
December 31, 2013
Gowernmental
E nterpris e Funds Activities
Non-Major Total
S anitary S torm S olid Golf E nterprise E nterprise Internal
Water S ewer Drainage Was te Course Funds Funds §enice Funds
ASSETS:
Current As s ets
Cash and Cash E quivalents $ 6,933,381 § 12,778,843 § 8,894,035 § 1,170,906 § 206,952 $ 1,203,282 $ 31,187,399 § 13,906,856
Inves tments - - 997,290 - - - 997,290 -
Restricted Cas h:
Bond Payments 1,773,039 447,210 829,406 - - - 3,049,655 -
Cus tomer Depos its 16,337 95,451 - - - 52,409 164,197 -
Other 7,546,533 516,972 5,726,428 - - 13,789,933 -
Cus tomer Accounts 999,061 2,375,137 931,782 1,402,027 3,91 - 5,711,968 98,913
Other Receivables - - 955 - - - 955 -
Due From Other Governmental Units - - 222,677 62,626 - 84,851 370,154 3,053
Inventories 141,028 7,009 7.566 - - 13,365 168,968 201,114
Total Current As s ets 17,409.379 16,220,622 17,610,139 2,635,559 210,913 1,353,907 55,440,519 14,209,936
Noncurrent As s ets
Long-Term Contracts and Notes - 825,900 - - - - 825,900
Capital Assets:
Land 897,971 1,695,023 5,686,254 - 2,229,636 3,996,179 14,505,063 -
Water Rights 5,196,600 - - - - 5,196,600 -
Buildings and E quipment 2,463,741 1,235,992 219,214 496,617 6,620,690 3,665,664 14,701,918 17,942,480
Improvements Other Than Buildings 101,191,935 88,561,