


Wasatch Integrated Waste Management District
(A Component unit of Davis County)

Management Discussion and Analysis

As Management of Wasatch Integrated Waste Management District (the “District”), we
offer readers of the District’s financial statements this narrative overview and analysis of
the financial activities of the District for the year ended June 30, 2007. We encourage
readers to consider the information presented here in conjunction with additional
information that we have furnished in the independent Auditor’s report.

History and Background

The District was established on September 24, 1984, by Resolution No. 84-200 adopted
by the Board of County Commissioners of Davis County, Utah (the “County”), pursuant
to the provisions of the Utah Special Service District Act, Title 17A, Chapter 2, Part 13,
Utah Code Annotated 1953, as amended (the “Special Service District Act™). Under the
Special Service District Act, the District constitutes a separate body politic and corporate
and a quasi municipal public corporation distinct from each county or municipality in
which the District is located. Following the establishment of the District, in accordance
with the provisions of the Special Service District Act, the governing body, of each of the
cities now included within the boundaries of the District, adopted a resolution electing to
be included within the District.

The District was formed in 1984 as the Davis County Solid Waste Management and
Energy Recovery Special Service District. In the mid 1990s the District created a dba
name of Wasatch Energy Systems. On July 1, 2004 the District changed its name to
Wasatch Integrated Waste Management District.

The Special Service District Act provides that the District may not be dissolved nor may
any area within the District be withdrawn from the District if any bonds, notes or other
obligations of the District are outstanding and unpaid or if any contractual obligation of
the District to provide services exists. The boundaries of the District include all of the
municipalities in Davis County (other than certain areas within the City of Bountiful), the
unincorporated area of Davis County, Morgan City and the unincorporated area of
Morgan County, Utah. The District’s present boundaries encompass an area of
approximately 268 square miles with an estimated population of 216,000 persons.

The Utah Special Service District Act, as applied to the District, provides that the Board
of County Commissioners of Davis County shall control, and have supervisory authority
over all activities of the District, but that the Board of Davis County Commissioners may
delegate to an administrative control board the governance of the District and the exercise
of certain powers of the District under the Special Service District Act. Pursuant to



Resolution No. 84-200 and Resolution No. 87-130, adopted by the Board of Davis
County Commissioners (collectively, the “County Resolution”), the governance and the
exercise of the powers of the District were delegated to the Administrative Control

Board.

The Administrative Control Board is presently composed of nineteen members; including
the three Davis County Commissioners and one member from each of sixteen other
political subdivisions of the State of Utah that are included within the District. Each
member of the Administrative Control Board is appointed by the Governing body of the
member’s respective political subdivision for a four-year term. As of June 30, 2007
members of the Administrative Control Board are:

Board Member

Louenda Downs
Alan Hansen
Brett Millburn
Ron Russell
Don Wood
Mitch Adams
Larry Haugen
Todd Stevenson
Neka Roundy
Steve Curtis
Tony London
Sid Creager
Shanna Schaefermeyer
Joseph Gertge
Tim Isom

Phil Orton
James Behunin
John Petroff
Rick Earnshaw

Position

Commissioner
Commissioner
Commissioner
Mayor

Mayor

Mayor
Councilmember
Mayor

Mayor

Mayor
Councilmember
Councilmember
Mayor

Mayor

Mayor
Councilmember
Mayor

Mayor
Councilmember

Representing

Davis County

Davis County
Davis County
Centerville City
Clearfield City
Clinton City
Farmington City
Fruit Heights City
Kaysville City
Layton City
Morgan City
Morgan County
North Salt Lake City
South Weber City
Sunset City
Syracuse City

West Bountiful City
West Point City
Woods Cross City

The Administrative Control Board annually elects an executive committee including;
Chairman, Vice Chairman, and Secretary. As of June 30, 2007 members of the executive

committee are:

John Petroff

Neka Roundy

Alan Hansen

Chairman

Vice-Chairman

Secretary

Daily operations of the District are supervised by the Executive Director, Nathan Rich,
who is appointed by, and serves at the pleasure of the Administrative Control Board.
District Staff currently consists of 60 full time employees and 3 part time employees.



Operations

The District operates an integrated solid waste disposal system which consists of; a waste
to energy facility (the “WTE Facility”), and a subtitle D landfill (the “Landfili”). Related
operations located at the Landfill include; a landfill gas to energy facility, a composting
operation (the “Green Waste Recycling Facility”), citizen drop-off facility, household
hazardous waste drop-off facility (the “HHW Facility”), maintenance shop, and District
offices.

The WTE Facility is located on a tract of land in unincorporated Davis County adjacent
to Hill Air Force Base (HAFB) and Layton City, Utah. The WTE Facility includes two
mass burn municipal waste combustion units, each with a nameplate capacity of 210 tons
per day. The combustors are equipped with refractory wall furnaces and heat recovery
boilers. The WTE Facility is equipped with a back pressure turbine generator rated at
1600 kW. Steam generated from the combustion of waste is exported to HAFB for
process and heating uses pursuant to the terms and conditions of the Utility Service
Contract. Construction of the Facility was completed and final acceptance of the Facility
occurred in October 1988. The sale of steam from the WTE Facility to HAFB is
currently provided through a 5 year fixed price contract effective February 17, 2006.

The Landfill is located approximately 1.5 miles east of the WTE Facility and consists of
two landfill cells. The historic Landfill (unlined) cell began accepting waste in about
1952 and was closed in 1999. The historic Landfill cell does not have a bottom liner
component or leachate recovery system. The first phase of the new (lined) landfill cell
was constructed in 1998 to meet Federal Standards under the Resource Conservation
Recovery Act (RCRA) Subtitle D and includes an engineered bottom liner and leachate
collection system. Phase two of the lined landfill cell was constructed in July 2002. A
final cap and cover system, including landfill gas recovery, was installed during June
2006 over approximately 12 acres of the lined landfill cell. Phase three of the lined
landfill cell was completed during August 2006 to provide for additional disposal
capacity.

During 2004 the District installed equipment at the Landfill to compress and ship landfill
gas, via pipeline, to HAFB for use in generating electricity. In January 2005 the project
came on line and started putting waste gas, produced from decaying garbage, to
beneficial use while reducing air pollution. The project was completed in partnership
with HAFB, the U.S. Department of Energy, and the Utah Energy Office and produces up
to 1,200 kW of electricity (power for about 900 homes).

The Green Waste Recycling Facility is located at the Landfill and became operational in
the fall of 2002. Recycling consists of processing of vegetative wastes to produce wood
chip, mulch, and compost products which are available to the general public for sale at
modest prices.

The citizen drop off facility at the Landfill was completed in June 2006 and provides a
clean safe location where self haul customers may drop off waste without having to enter



the Landfill cell. Waste is dropped on a large concrete pad and Landfill personnel then
haul it into the Landfill for disposal. Recycling opportunities are also provided as part of
the citizen drop off facility.

The HHW Facility is located at the Landfill and provides a place for residents of the
District to dispose of household quantities of potentially hazardous waste at no charge.
Services provided include; 1) recycling of electronic waste, used oil, batteries, and
antifreeze, 2) product reuse, and 3) proper disposal for potentially hazardous materials.

Current Year Projects

During the Fiscal Year ended June 30, 2007 the District completed several projects worth
noting.

Several substantial upgrades to equipment and facilities at the WTE Facility were
completed including; 1) replacement of shaker tables which convey ash from the ash
extractors to the ash storage pit, 2) the addition of a system for weighing powdered
activated carbon as it is injected into the air pollution control system, 3) upgrade and
replacement of servers and related computer equipment, and 4) improvements to storm
water management systems.

Phase three of the lined landfill cell was completed during August 2006 providing
additional disposal capacity at a cost of approximately $1,500,000.

The District purchased an excavator equipped with a large magnet for use in extracting
ferrous metals from ash being delivered to the Landfill from the WTE Facility. This
project is substantially increasing the amount of metals being recycled as part of District
operations.

In January 2007 Wasatch Integrated Waste Management District (Wasatch) voluntarily
committed to make a 6% reduction in greenhouse gas (GHG) emissions from operations
by the year 2010, by becoming the first member of the Chicago Climate Exchange (CCX)
in Utah. The CCX is North America’s only, and the world’s first, voluntary, legally
binding multi-sector market for reducing and trading GHG emissions.

Future Projects

Current expected life of WTE Facility and the Davis Landfill is approximately 20 years.
Replacement of this disposal capacity will need to be acquired in the 5 to 10 year time
frame. The District has a long term plan to provide for continued service beyond the life
of the current facilities.

In January 2007 the District became a founding member of the Northern Utah Regional
Landfill Authority (NURLA) which is an Interlocal entity comprised of Box Elder
County, Weber County, the City of Logan, and Wasatch Integrated Waste Management



District. NURLA’s mission is to provide a cooperative regional landfill solution for long
term solid waste disposal requirements of its members.

The District is currently in the process of purchasing real property for a waste transfer
station to be located in southern Davis County. The transfer station will provide
residential services for self haul waste delivery, household hazardous waste disposal,
green waste recycling, and other recycling opportunities.

Financial Highlights

¢ Final payment on the revenue refunding bonds issued to fund construction and
operation of the WTE Facility was made in June 2006.

e A substantial rate reduction was implemented during the fiscal year ended June
30,2007. A reduction in the rate charged member cities for each residential can
was reduced from $7.25 per month to $5.25 per month effective January 1, 2007.

e The assets of the District exceeded its liabilities at the close of the most recent
fiscal year by $52,531,496 (net assets). Of this amount $33,294,120 are capital
assets, $16,115,040 is temporarily restricted to meet landfill closure and post
closure requirements, and capital project requirements as provided by District
Title 9 Application of Funds set by resolution by the Administrative Control
Board. The remaining balance of $3,122,336 may be used to meet the District’s
ongoing services and obligations to customers, employees, and creditors.

e The District’s total net assets increased by $1,877,802 primarily.due toa
$305,797 increase in receivables and a $1,056,636 decrease in liabilities.

e At the close of the current fiscal year the District’s combined ending funds cash
and investments were $20,068,089, an increase of $1,699,903 over the prior year.

e The Districts total liabilities decreased by $1,056,636 during the most recent
fiscal year. The key factors being the payment of $1,410,764 in current liabilities
and an increase in closure/post closure liabilities of $399,128.



Overview of the Financial Statements

The District’s financial statements consist of:

e The Statement of Net Assets presents information on all of the District’s assets
and liabilities, with the difference between the two reported as net assets. Over
time, increases or decreases in net assets may serve as a useful indicator of
whether the financial position of the District is improving or deteriorating.

¢ The Statement of Revenues, Expenditures, and Changes in Net Assets
presents information showing how the District’s net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving raise to the change occurred, regardless of the timing of
related cash flows. Thus, revenues and expenses are reported in these statements
for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected fees charged and earned but unused vacation leave).

e The Statement of Cash Flows presents the activities of the District on a cash-
received and cash paid basis. This statement shows how cash was spent and
reconciles the change in the cash accounts for the District from the prior year to
the current year.

¢ Notes to the Financial Statements provide additional information that is
essential to a full understanding of the data provided in the financial statements.

e Other Information - In addition to the basic financial statements and
accompanying notes, this report presents certain supplementary information
concerning closure and post-closure care requirements for the Landfill and WTE
Facility.

Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a
government’s financial position. In the case of the District, assets exceeded liabilities
by $52,531,496 at the close of the most recent fiscal year.

By far the largest portion of the District’s net assets (64%) reflect its investment in
capital assets (e.g. land, buildings, machinery and equipment); The District uses these
capital assets to provide services to citizens; consequently, these assets are not
available for future spending. Although the District’s investments in capital assets is
reported net of related debt, it should be noted that the resources needed to repay this
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Description

Property
Policy limits
Earthquake
Flood
Steam turbine
In trapsit
Ordinance or law
Contractors equipment
Extra expense
Business interruption

General liability

Employee benefit liability

Automobile
Liability
Physical damage
Hired physical damage

Workers compensation

Umbrella liability

Crime - employee theft

Public officials bond

Equipment Breakdown
Policy limits
Property damage
Business interruption

Expediting expenses

Comprehensive General Liability
(Including Public Officers Errors
and Omissions and auto liability)

WASATCH INTEGRATED WASTE MANAGEMENT DISTRICT
(A Component Unit of Davis County)

Schedule of Insurance Policies in Force

Insurance Company
Affiliated FM Insurance

Chubb Insurance Co.

Chubb Insurance Co.

Workers Compensation Fund
St. Paul Insurance Co.
Fidelity & Deposit Ins. Co.
Cincinnati Insurance Co.

Travelers Insurance Co.

Utah Local Governments Trust

June 30, 2007

Policy Number
TS209

35830687 DAL

0473528617

1167054
QK08300040
CCP106042310
850860
BM21229D3979TILO5

14660-GL2005

Limits

$90,000,000
25,000,000
25,000,000
3,500,000
250,000
1,000,000
5,591,337
1,000,000
7,120,000

$ 1,000,000/Qccurrence
2,000,000/Aggregate

1,000,000/Occurrence
1,000,000/Aggregate

$ 1,000,000
Varies
50,000
Statutory
$20,000,000
$ 800,000
$ 944,600
$87,331,129
87,331,129
7,120,000
1,000,000

$ 5,000,000

Schedule 1

Expiration Date
July 1, 2007

July 1, 2007

July 1, 2007

October 1, 2007
July 1, 2007
July 1, 2007
July 1, 2007

July 1, 2007

Continuous



Steven E. Crane, CPA
C]RANE CIHDR][STENSEN Kent R. Christensen, CPA
AMBR@SE Jeffrey L. Ambrose, CPA

Certified Public Accountants Chuck Palmer, CPA
A Professional Corporation

Independent Auditors’ Legal Compliance Report

Administrative Control Board
Wasatch Integrated Waste Management District

We have audited the financial statements of Wasatch Integrated Waste Management District for the year
ended June 30, 2007, and have issued our report thereon dated November 28, 2007.

Our audit included test work on the District’s compliance with those general compliance requirements
identified in the State of Utah Legal Compliance Audit Guide, including:

Public Debt

Cash Management

Purchasing Requirements

Budgetary Compliance

Truth in Taxation and Property Tax Limitations
Other Compliance Requirements

Special District Compliance Issues

The District did not receive any major state grants during the year ended June 30, 2007.

The management of the District is responsible for the District’s compliance with all compliance requirements
identified above. Our responsibility is to express an opinion on compliance with those requirements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America, and 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 material
noncompliance with the requirements referred to above occurred. An audit includes examining, on a test basis,
evidence about the District’s compliance with those requirements. We believe that our audit provides a reasonable
basis for our opinion.

The results of our audit procedures disclosed no instances of noncompliance with the requirements referred to
above.

In our opinion, Wasatch Integrated Waste Management District complied, in all material respects, with the
general compliance requirements identified above for the year ended June 30, 2007.

November 28, 2007

298 24th Street, Suite 300 » Ogden, Utah 84401 « Telephone (801) 627-2060 FAX 627-2182
Member Division of CPA Firms, American Institute of Certified Public Accountants
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AMBR@SE Jeffrey L. Ambrose, CPA

Certified Public Accountants Chuck Palmer, CPA
A Professional Corporation

Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

Administrative Control Board
Wasatch Integrated Waste Management District

We have audited the financial statements of Wasatch Integrated Waste Management District as of and for the
year ended June 30, 2007, and have issued our report thereon dated November 28, 2007. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America, and the standards applicable
to financial audits contained in Government Auditing Standards issued by the Comptroller General of the United
States.

Internal Control Over Financial Reporting

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

‘on the effectiveness of the District’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements on a
timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood that a misstatement of the
entity’s financial statements that is more than inconsequential will not be prevented or detected by the entity’s
internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by
the entity’s internal control.

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Wasatch Integrated Waste Management District’s
financial statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

This report is intended solely for the information and use of management, the Board of Directors, others
within the entity, and federal and state funding agencies and is not intended to be and should not be used by anyone
other than these specified parties.

Crand Unnislomaen, & Qenlroso
November 28, 2007

208 24th Street, Suite 300 » Ogden, Utah 84401 » Telephone (801) 627-2060 FAX 627-2182
Member Division of CPA Firms, American [nstitute of Certified Public Accountants

21-



