WASATCH INTEGRATED WASTE MANAGEMENT DISTRICT

(A Component Unit of Davis County)
Statement of Cash Flows

Years Ended June 30, 2008 and 2007

Cash flows from operating activities:
Receipts from customers
Payments to suppliers
Payments to employees

Net cash provided by operating activities

Cash flows from investing activities:
Interest received
Landfill contribution

Net cash provided (used) by investing activities

Cash flows from capital and related financing activities:
Sale of land '
Sale of equipment
Purchase of capital assets

Net cash provided (used) by capital and related financing activities
Net increase in cash and temporary cash investments
Cash and temporary cash investment - beginning of year

Cash and temporary cash investment - end of year

Reconciliation of operating income to net cash provided by
operating activities:
Net operating income (loss)
Adjustments to reconcile net operating income to net cash
provided by operating activities: '

Depreciation and amortization
(Increase) decrease in accounts receivable
(Increase) decrease in inventory
(Increase) decrease in prepaid expenses
Increase (decrease) in current liabilities
Increase in land closure and post closure care costs

Net cash provided by operating activities

See independent auditors’ report and notes to financial statements.

2008 2007
$15,117,026 14,904,939
(5,989,841)  (5,823,561)
(4.550,581)  (4.453,958)
4576604  4.627.420
1,012,469 917,113
(2.500,000) -
(1487.531) - 917.113
6,632,407 -
20,253 367,171
(955.105)  (4.202.162)
5,697,555  (3,834.991)
8,786,628 1,709,542
20,068,089  18.358.547
| $28.854,717  20.068.089
$(1,084,165) 594,837
4,067,145 4,093,835
400,854 (305,797)
124,727 (30,921)
6,990 (3,064)
973,488 (75,598)
87.565 354,128
$ 4576604 _4.627.420



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

Notes to Financial Statements

June 30, 2008 and 2007

(1) Organization and Summary of Significant Accounting Policies
- A.  Nature of Operations

Wasatch Integrated Waste Management District was established on September 24, 1984 by a resolution adopted by the

Board of County Commissioners of Davis County, Utah, pursuant to the provisions of the Utah Speciat Service District
Act.

The District is engaged in the operation of a solid waste disposal and resource recovery co-generation facility (the

Facility). In the process of burning solid waste, the Facility generates steam which is sold as an energy source to the
United States Government (Hill Air Force Base).

During fiscal year 1987, various cities deeded to the District property on which the District now operates a landfill.
The landfill property, was deeded without charge to the District. Because fair market value was not determinable (and
is deemed to be minimal), this land has not been reflected in the accompanying financial statements.

B. Financial Reporting Model

The District has implemented a financial reporting model, as required by the provisions of GASB Statement No. 34,
Basic Financial Statements--and Management’s Discussion and Analysis--for State and Local Governments.

C.  Accounting Policies

Fund Accounting - The accounts of the District are orgamzed as one proprietary fund type specifically as an enterprise
fund. Proprietary funds account for the flow of economic resources and use the accrual basis for accounting. Under
this method, revenues are recorded when earned and expenses are recorded at the time the liabilities are incurred. The
District applied all applicable FASB pronouncements in accounting and reporting for its proprietary operations.
Enterprise funds account for operations that are financed and operated in a manner similar to private business or where

the intent of the governing body is that costs of providing services to the general public on a continuing basis be
financed or recovered primarily through user charges.

Reporting Entity - In evaluating how to define the government for financial purposes, management has considered all
potential component units. The decision to include a potential component unit in the reporting entity was made by
applying the criteria set forth in accounting principles generally accepted in the United States of America. The basic -
but not the only - criterion for including a potential component unit within the reporting entity is the governing body's
ability to exercise oversight responsibility. The most significant manifestation of the ability is financial .
interdependency. Other manifestations of this ability to exercise oversight responsibility include, but are not limited to,
the selection of governing authority, the designation of management, the ability to significantly influence operations
and accountability of fiscal matters. A second criterion used in evaluating potential component units is the scope of
public service. Application for this criterion involves considering whether the activity benefits the government and/or
its citizens, or whether the activity is conducted within the geographic boundaries of the government and is generally
available to its citizens. A third criterion used to evaluate potential component units for inclusion or exclusion from the
reporting entity is the existence of special financing relationships, regardless of whether the government is able to
exercise oversight responsibilities. Based upon the application of these criteria, the District has no component units.
The District has been determined to be a component unit of Davis County. The County has a minority position in the
District’s management in that three of the nineteen trustee positions are held by the County Commission. The County

is considered to be the primary government for the District because the County was the creatmg entity and also has the
-statutory authority of dissolution.

Deposits and investments - The District’s cash and cash equivalents are considered to be cash on hand and demand
deposits. Investments are stated at cost.

Inventory valuation - Inventory is stated at lower of cost (average cost) or market. Market is considered to be net
realizable value.

Capital assets - Capital assets are recorded at cost of purchase or construction plus capitalized interest on qualifying

property until October 15, 1988 (commercial operation date) in accordance with Statement of Financial Accounting
Standards No. 62. : :
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WASATCH INTEGRATED WASTE MANAGEMENT DISTRICT
(A Component Unit of Davis County)

Notes to Financial Statements - Continued

June 30, 2008 and 2007

(1) Organization and Summary of Significant Accounting Policies - Continued -

Depreciation - All property, plant and equipment is depreciated on the straight-line method over the following
estimated useful lives: buildings 15-30, pollution equipment 20, improvements and landscaping 15-30, boilers and
burning equipment 3-20, computer equipment 3-5, heavy mobile equipment 3-15, other equipment 3-20.

Bond issue costs - Amortization of bond issue costs is computed on the straight-line method over the term of the related
Revenue Bonds.

Estimates - The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

(2) Deposits and Investments:

Deposits and investments for the District are governed by the Utah Money Management Act (Utah Code Annotated,
Title 51, Chapter 7, “the Act”) and by rules of the Utah Money Management Council (“the Council”). Followmg are
d1scuss1ons of the District’s exposure to various risks related to its cash management activities.

A. . Custodial Credit Risk

Deposits. Custodial credit risk for deposits is the risk that in the event of a bank failure, the District’s deposits may not
-be recovered. The District’s policy for managing custodial credit risk is to adhere to the Money Management Act. The
Act requires all deposits of District funds to be in a qualified depository, defined as any financial institution whose
deposits are insured by an agency of the federal government and which has been certified by the commissioner of

Financial Institutions as meeting the requirement of the Act and adhering to the rules of the Utah Money Management
Council.

The District’s deposits in the bank in excess of the insured amount are uninsured and are not collateralized, nor do state

statutes require them to be. The District’s deposits at June 30, 2008 were $1,536,528, of which $1,436, 528 were
uninsured and uncollateralized.

B. Credit Risk

Credit risk is the risk that the counterparty to an investment transaction will not fulfill its obligations. The District’s
policy for limiting the credit risk of investments is to comply with the Money Management Act. The Act requires
investment transactions to be conducted only through qualified depositories, certified dealers, or directly with issuers
. of the investinent securities. Permitted investments include deposits of qualified depositories; repurchase agreements;
commercial paper that is classified as “first-tier” by two nationally recognized statistical rating organizations, one of
which must be Moody’s Investor Services or Standard & Poors; bankers acceptances; obligations of the U.S. Treasury
. and U.S. government sponsored enterprises; bonds and notes of political subdivisions of the State of Utah; fixed rate
corporate obligations and variable rate securities rated “A” or higher by two nationally recognized statistical rating
organizations; and shares in a money market fund as defined in the Act.

The District is also authorized to invest in the Utah Public Treasurer’s Investment Fund (PTIF), an external pooled
investment fund managed by the Utah State Treasurer and subject to the Act and Council requirements. The PTIF is
not registered with the SEC as an investment company, and deposits in the PTIF are not insured or otherwise
guaranteed by the State of Utah. The PTIF operates and reports to participants on an amortized costs basis. The
income, gains, and losses, net of administration fees, of the PTIF are allocated based upon the participants’ average
daily balances. The fair value of the PTIF investment pool is approximately equal to the value of the pool shares.

Following are the District’s investments at June 30, 2008:

Investment Type Fair Value Maturity Quality Ratings
PTIF Investments . $27.315,789 62 days* not rated

*Weighted-average maturity
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WASATCH INTEGRATED WASTE MANAGEMENT DISTRICT
(A Component Unit of Davis County)

Notes to Financial Statements - Continued

June 30, 2008 and 2007

(2) Deposits and Investments - Continued

C. Interest Rate Risk

Interest rate risk is the risk that changes in interest rates of debt investments will adversely affect the fair value of an
investment. The District manages its exposure to declines in fair value by investing mainly in the PTIF and by
adhering to the Money Management Act. The Act requires that the remaining term to maturity of investments may not
exceed the period of availability of the funds to be invested. The Act further limits the remaining term to maturity of

commercial paper to 270 days or less and fixed rate negotiable deposits and corporate obligations to 365 days or less.
Maturities of the District’s investments are noted in the previous table.

D. Concentration of Credit Risk

Concentration of credit risk is the risk of loss atiributed to the magnitude of a government’s investment in a single
issuer. The District’s policy to limit this risk is to adhere to the rules of the Money Management Council and to invest
most of its available funds in the PTIF. The Council rules do not limit the amount of investments a government may
make in any one issuer except for Rule 2 regarding certain endowments and funds with a long-term perspective, and
Rule 17 which limits investments in a single issuer of commercial paper and corporate obligations to between 5 and 10
percent depending upon the total dollar amount held in the government’s portfolio at the time of purchase.

(3) Capital Assets

4

Changes in capital assets are as follows:

Balance Balance
June 30, June 30,
2007 Additions Deletions 2008

Land ) $ 5,460,748 - 1,661,176 3,799,572
Capital projects - in process 272,400 1,027,548 1,032,718 267,230
Buildings 17,863,167 21,608 117,793 17,766,982
Improvements and landscaping 11,372,931 306,204 113,439 11,565,696
Pollution equipment : 19,645,357 - 10,770 19,634,587
Boilers and burning equipment 13,581,528 - - 13,581,528
Computer equipment 1,796,465 30,030 588,955 1,237,540
Heavy mobile equipment 5,980,225 471,446 560,200 5,891,471
Other equipment _2.859.462 148.366 345,076 2.662.752

$78.832,283 2.005,202 4.430,127  76,407.358

Commitments

On February 17, 2006, the District entered into a utility service contract with the United States Government for the sale
of steam generated by the Facility. The contract shall continue in effect for five years. The contract may be terminated
at the option of either party. Estimated annual revenue is $3,000,000.

On June 28, 1993, the District entered into an agreement to purchase 1,120 acres in Box Elder County for the
development and operation of a non-hazardous solid waste landfill. If the property is developed as a non-hazardous
solid waste landfill, the District has agreed to pay Wangsgard Associates the sum of thirty cents for each ton of solid
waste delivered to the property for a period of 25 years.

If the Northern Utah Regional Landfill Authority Disposal Facility at Little Mountain (see Note 12) becomes available

for the District’s use, the District has committed to withdraw the above Box Elder property from consideration as a
potential future site for a solid waste disposal facility.



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

Notes to Financial Statements - Continued

June 30, 2008 and 2007

(5) Related Party Transactions

The District received revenues from various cities and local counties whose mayors/representatives are on the
Administrative Control Board of the District. These revenues for the year ended June 30, 2008 totaled $5,791,303 and

$6,092,047 for fiscal year 2007. The District had receivables from these parties totaling $541,930 as of June 30, 2008
and $523,978 as of June 30, 2007.

(6) Pension Plans and Retirement Benefits

Plan Description

The Wasatch Integrated Waste Management District (District) contributes to the Local Governmental Non-contributory
Retirement System, a cost-sharing multiple-employer defined benefit pension plan administered by the Utah
Retirement Systems (Systems). Utah Retirement Systems provide refunds, retirement benefits, annual cost of living
adjustments and death benefits to plan members and beneficiaries in accordance with retirement statutes.

The System is established and governed by the respective sections of Chapter 49 of the Utah Code Annotated 1953 as
amended. The Utah State Retirement Office Act in Chapter 49 provides for the administration of the Utah Retirement
Systems and Plans under the direction of the Utah State Retirement Board (Board) whose members are appointed by
the Governor. The Systems issue a publicly available financial report that includes financial statements and required
supplementary information for the Local Governmental Non-contributory Retirement System. A copy of the report

may be obtained by writing to the Utah Retirement Systems, 540 East 200 South, Salt Lake City, Utah, 84102 or by
calling 1-800-365-8772.

Funding Policy

In the Local Governmental Non-contributory Retirement System the District is required to contribute 11.62% of its

annual covered salary. The contribution rate is actuarially determined. The contribution requirements of the System is
authorized by statute and specified by the Board.

The District’s contributions to the Non-contributory Retirement System for June 30, 2008, 2007 and 2006 were
$289,034, $297,381 and $264,653 respectively, and 401(K) contributions for June 30, 2008, 2007 and 2006 were

$154,565, $156,469 and $146,935 respectively: The contributions were equal to the required contributions for each
year.

(7) Cash and Temporary Cash Investment

On the statement of cash flows, cash and temporary cash investments includes the following balance sheet amounts:

2008 $ 2007
Cash $ 1,538,928 1,113,049
Temporary cash investments 27.315.780  18955.040

$28.854.717  20.068.089

(8) Closure and Post-Closure Care Cost

The District is required by State and Federal Law to provide both closure and post-closure care of the landfill facility
and energy recovery facility. Closure costs that will be realized by the District when the landfill is no longer accepting
waste include engineering and construction of a final cover system. Post-closure costs include: site inspection, record

keeping, groundwater monitoring, gas monitoring and systems maintenance. Post-closure care of the closed facility is
required for a minimum of 30 years.



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

Notes to Financial Statements - Continued

June 30, 2008 and 2007

(8) Closure and Post-Closure Care Cost - Continued

The District is required by State and Federal Law to establish financial assurance sufficient to assure adequate closure,
post-closure care and corrective action, if required, of the facility by compliance with one or more financial assurance
mechanisms acceptable to and approved by the Executive Secretary of the Utah State Division of Solid and Hazardous
Waste. The District currently provides financial assurance through the Local Government Financial Test UACR315-
309-3(7) and a trust fund UACR315-309-4. The financial assurance mechanism is designed to provide for closure of

the largest area of the facility ever requiring final cover at any one time during the active life of the landfill as specified
in UACR315-309-2(3).

The District accounts for closure and post-closure care costs in accordance with Statement 18 of the Governmental
Accounting Standards Board. Statement 18 requires reporting a portion of these closure and post-closure care costs as

an operating expense in each period based on landfill capacity used as of each balance sheet date. At the balance sheet
date of June 30, 2008:

The closure and post-closure liability was $3,525,568

The estimated total closure and post-closure costs remaining to be recognized was $7,252,213
The percentage of the landfill used to date was 49%

The estimated future life of the landfill was 15 years (expected closure in the year 2024)

(9) Waste Control legislation

The 2008 Utah State Legislature passed Senate Bill 46 which provides that existing flow control ordinances, such as

the District’s, will be invalid on January 1, 2013 and will result in a loss of revenue to the District of approximately
two million dollars.

(10) Land Sale

On January 25, 2008, the District sold 66.447 acres of land for $6,644,700. The cost of thatbland was $1,675,367
resulting in a gain of $4,969,333.

(11) Landfill Contribution

During the year ended June 30, 2008, the District made a $2,500,000 contribution to the Northern Utah Regional
Landfill Authority (NURLA). NURLA is a jointly governed organization that will operate a landfill for the use of
Logan City, Box Elder County, Weber County, and the District. The District has no ongoing financial interest,
financial responsibility, nor equity ownership in NURLA.

(12) Carbon Exchange Instrument Contracts

On November 1, 2006, the District resolved to join the Chicago Climate Exchange (CCX) which is a voluntary, legally
binding integrated trading system to reduce emissions of greenhouse gases (GHG). Members make a commitment to
meet annual GHG emission reduction targets. Those who reduce GHG emissions below targets are issued exchange
allowances. These have to do with the operation of the waste to energy facility. Exchange offsets are issued for the
operation of qualifying offset projects. The collection and distribution of methane gas at the landfill creates exchange
offsets. Both exchange allowances and exchange offsets are carbon financial instrument contracts (CFI). CFI contracts

are issued only after third party verification and can be held or sold on an existing market. During the year ended June
30, 2008, the District was issued CFI contracts worth $320,106.
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June 30, 2008

Description Insurance Company Policy Number Limits " Expiration Date
Property Affiliated FM Insurance TS209 July 1, 2008

Policy limits $90,000,000

Earthquake 50,000,000

Flood 50,000,000

Steam turbme 3,500,000

In transit 250,000

Ordinance or law 1,000,000

Contractors equipment 5,160,462

Extra expense 1,000,000

Business interruption 7,120,000
General hability Chubb Insurance Co. 35830687 DAL : $ 1,000,000/Occurrence July 1, 2008

: ' 2,000,000/Aggregate
Employee benefit liability 1,000,000/Occurrence
' 1,000,000/Aggregate

Automobile Chubb Insurance Co. 0473528617 ' July 1, 2008

Liability $ 1,000,000

Physical damage Varies

Hired physical damage 50,000
Workers compensation Workers Compensation Fund 1167054 Statutory October 1, 2008
Umbrella liability St. Paul Insurance Co. QK08300040 - $20,000,000 July 1, 2008
Crime - employee theft Fidelity & Deposit Ins. Co. CCP106042310 $ 800,000 July 1, 2008
Public officials bond Cincinnati Insurance Co. 850860 $ 775,000 July 1, 2008
Equipment Breakdown Travelers Insurance Co.. BM21229D3979TIL05 July 1, 2008

Policy limits $87,331,129

Property damage 87,331,129

Business interruption 7,120,000

Expediting expenses 1,000,000
Comprehensive General Liability Utah Local Governments Trust 14660-GL2005 $ 5,000,000 July 1, 2008

(Including Public Officers Errors ' :
and Omissions and auto liability)
Utah Local Governments Trust 14660-GL.2005 $ 5,000,000 July 1, 2008

Auto liability

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

Schedule of Insurance Policies in Force

Schedule 1
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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, 2008, and have issued our report thereon dated October 10, 2008.

Our audit included test work on the District’s compliance with those general comphance 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, 2008.

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, 2008.

Cramn Chocstlin % Clobens

October 10, 2008

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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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 Contro] 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, 2008, and have issued our report thereon dated October 10, 2008. 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 W aste Management District’s
internal conirol 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 internal 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.

October 10, 2008
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



