TOWN OF JORDAN, MONTANA

FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2014



TOWN OF JORDAN, MONTANA
TABLE OF CONTENTS
JUNE 30, 2014

ORGANIZATION — TOWN COUNCIL AND OFFICIALS
MANAGEMENT’S DISCUSSION AND ANALYSIS
INDEPENDENT AUDITOR’S REPORT

BASIC FINANCIAL STATEMENTS
Government — Wide Financial Statements
Statement of Net Position
Statement of Activities
Fund Financial Statements
Balance Sheet — Government Funds
Statement of Revenues, Expenditures, and Changes
In Fund Balances — Government Funds
Reconciliation of the Statement of Activities
Statement of Net Position — Proprietary Funds
Statement of Revenue, Expenses, and Changes
in Fund Net Position — Proprietary Funds
Statement of Cash Flows — Proprietary Funds
Statements of Fiduciary Net Position and Changes
In Fiduciary Net Position
Notes to the Financial Statements

REQUIRED SUPPLEMENTAL INFORMATION
Schedule of Revenues, Expenditures and Changes in
Fund Balance — Budget and Actual
Notes to Required Supplemental Information

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

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

PRIOR YEAR SCHEDULE OF FINDINGS AND QUESTIONED COSTS

10
11

12
13
14
15

16
17

18
19

33

34
35

36

38

40



Virgil Hellyer

Karen Barnes

Casey Thomas

Michael Downs

Tom Spillum

Evelyn Ritter

Gary Ryder

Clay Lammers

TOWN OF JORDAN, MONTANA

ORGANIZATION
JUNE 30, 2014

TOWN COUNCIL

OFFICIALS

Council Member

Council Member

Council Member

Council Member

Mayor

Clerk/Treasurer

Attorney

Police Chief



Town of Jordan, Montana
Management’s Discussion and Analysis
June 30, 2014

As management of the Town of Jordan, Montana, we offer readers of the Town of Jordan’s (the
Town) basic financial statements, this narrative overview and analysis of the financial activities
of the Town. The following discussion and analysis of the Town’s financial position for the year
ended June 30, 2014 provides an analysis of its performance as a whole and then by fund.

Basic Financial Statements

The primary focus is on both the Town as a whole (government-wide) and the major individual
funds. Both perspectives allow the user to address relevant questions, broaden a basis for
comparison and enhance the Town’s accountability. The Town of Jordan’s basic financial
statements are comprised of: 1) government-wide financial statements, 2) fund financial
statements, 3) notes to the basic financial statements.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of the Town’s basic financial statements. The statement of net assets presents
information on all of the Town’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 Town is improving or deteriorating.

The statement of activities presents information showing the Town’s change in net assets
during the most recent fiscal period. Changes in net assets are reported in the current fiscal
period, regardless of the timing of related cash flows. Some differences in expenses reported in
the Statement of Activities include depreciation of fixed assets and accrual for compensated
absences.

Fund Financial Statements

Traditional users of governmental financial statements will find the fund financial statements to
look more familiar. The focus is on major funds rather than on fund types. All of the Town’s
funds can be divided into three categories: governmental funds, proprietary funds and fiduciary
funds.

Governmental Funds

Most of the Town’s basic services are reported in governmental funds, which focus on how
money flows into and out of those funds and the balances left at year end are available for
spending. The funds are reported using an accounting method called modified accrual
accounting, which measures cash and all other financial assets that can readily be converted to
cash.



Town of Jordan, Montana
Management’s Discussion and Analysis
June 30, 2014

The governmental fund financial statements provide a detailed short-term view of cash,
governmental fund operations and the basic services provided. Governmental fund
information helps you determine whether there are more or fewer financial resources that can
be spent in the near future to finance the Town’s programs. We describe the relationship
between governmental activities and governmental funds in reconciliation at the end of the
fund financial statements.

Proprietary Funds

When the Town charges customers for the services it provides, these services are reported in
proprietary funds. Proprietary funds are reported in the same way that all activities are
reported in the government-wide financial statements. In fact, the Town’s enterprise funds are
the same as the business-type activities reported in the government-wide financial statements
but provide more detail and additional information, such as a statement of cash flows.

Fiduciary Funds

All of the Town'’s fiduciary activities are reported in separate financial statements. We exclude
these activities from the Town’s other financial statements because the Town cannot use these
assets to finance its operations. The Town is responsible for ensuring that the assets reported
in these funds are used for their intended purposes.

Notes to the Basic Financial Statements

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

Major Fund Determination

Major funds are defined as the general fund and any other fund where the assets, liabilities,
revenues, or expenditures/expenses exceed ten percent of total government fund amounts, or
ten percent of total enterprise fund amounts. The fund must also exceed five percent of total
government and enterprise fund amounts combined. It was determined that the General Fund,
Water Enterprise Fund, Sewer Enterprise Fund, and Solid Waste Enterprise Fund are major
funds this year and have been reported in the financial statements as such.



Town of Jordan, Montana
Management’s Discussion and Analysis
June 30, 2014

Governmental Funds

Key financial highlights for governmental funds for the year ended June 30, 2014: The general
fund assets of the Town exceeded its liabilities at the close of the most recent year by $138,455
in comparison to $117,544 the previous year. The increase in fund balance was largely the
result of income exceeding expenditures.

Public Works

Public works expenditures for fiscal year 2013 — 2014 decreased $18,379 from the previous
fiscal year. Public works expenditures represent 5% of total governmental funds expenditures.

Governmental Activities

2014 2013
Current assets S 186,638 S 157,105
Net capital assets 689,641 702,867
Total assets 876,279 859,972
Current liabilities 10,463 5,100
Noncurrent liabilities 29,087 37,671
Total liabilities 39,550 42,771
Net investment in capital assets 676,143 702,867
Restricted net position 6,938 2,141
Unrestricted net position 153,648 112,193
Total net position S 836,729 S 817,201




Town of Jordan, Montana
Management’s Discussion and Analysis
June 30, 2014

Governmental Activities

2014 2013
Revenues
Property taxes S 55084 S 53,487
Intergovernmental revenue 56,232 53,642
Other 50,772 49,106
Program revenue
Operating grants 14,337
Total Revenue S 176,425 S 156,235
Expenses
General government S 90,712 43,384
Public safety 24,789 18,261
Public works 34,019 51,260
Culture & recreation 6,145 5,904
Interest 967
Total expenses S 155,665 S 119,776
Increase (decrease) in net position 20,760 36,459
Beginning net position 817,201 804,837
Prior period adjustments (1,232) (24,095)
Ending net position S 836,729 S 817,201

Net investment in capital assets and total net assets increased due to the purchase of capital
assets exceeding depreciation expense.

Business-type Funds

Business-type funds for the Town include: the Water Enterprise Fund, Sewer Enterprise Fund,
and Solid Waste Enterprise Fund. All three are included as major funds. Business-type funds
operate on their own revenues and remain stable. The aging population of the residents in the
community makes it difficult for the Council to increase rates to offer additional services.



Town of Jordan, Montana
Management’s Discussion and Analysis

June 30, 2014
Business-type Activities
2014 2013
Current assets S 589,501 $ 344,035
Net capital assets 2,473,910 2,778,517
Total assets 3,063,411 3,122,552
Current liabilities 37,789 2,525
Noncurrent liabilities 452,191 511,304
Total liabilities 489,980 513,829
Net investment in capital assets 1,994,377 2,030,907
Restricted 251,362 145,673
Unrestricted net position 327,692 432,143
Total net position S 2,573,431 S 2,608,723
Business-type Activities
2014 2013
Revenues
Charges for services S 266,979 $§ 264,377
Other 6,344 4,804
Investment earnings 3,303 4,464
Total Revenue S 276,626 S 273,645
Expenses
Personnel services S 50,223 S 51,845
Supplies 24,673 19,781
Purchased services 149,807 97,044
Fixed charges 26,470 27,514
Interest 14,093 15,102
Miscellaneous 366 783
Depreciation 68,302 68,302
Total expenses S 333,934 S 280,371
Income (loss) before contributions S (57,308) S (6,726)
Capital contributions 15,000
Increase (decrease) in net position (42,308) (6,726)
Beginning net position 2,608,723 2,616,405
Prior period adjustments 7,016 (956)
Ending net position S 2,573,431 $ 2,608,723




Town of Jordan, Montana
Management’s Discussion and Analysis
June 30, 2014

Water Enterprise Fund
Assets decreased due to depreciation expense and liabilities decreased due to the payment of
loans. Revenues decreased due to a decrease in sales. Expenditures also decreased because
fewer maintenance costs were incurred on the water system.
Sewer Enterprise Fund
Assets for the sewer enterprise fund have increased due to an increase in cash. Revenue
decreased due to a decrease in sales. Expenditures were higher than last year due to more
repairs.
Solid Waste Enterprise Fund
Assets for the fund have increased because of increased revenue.

Capital Asset Purchases

The Town purchased capital assets totaling $24,742 in the governmental activities. No capital
assets were purchased in business-type activities.

Debt Administration

The Town has three long-term notes payable and it continues to service the debt.

Litigation

The Town is not involved in any litigation at this time.

Contacting the Town’s Financial Management

This financial report is designed to provide the citizens, taxpayers, customers, investors, and
creditors of the Town of Jordan with a general overview of the Town’s finances and to show the
Town’s accountability for the money it receives. If you have any questions about this report or

need any additional financial information, contact Evelyn Ritter, Town Clerk/Treasurer, P.O. Box
484, Jordan, MT 59337.



Independent Auditor’s Report

To the Town Council
Town of Jordan
Jordan, Montana

Report on the Financial Statements

| 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
Town of Jordan (the Town), as of and for the year ended June 30, 2014, which collectively
comprise the Town’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these 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

My responsibility is to express opinions on these financial statements based on my audit. |
conducted my 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 | plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of 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
considers internal control relevant to the entity’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
entity’s internal control. Accordingly, | 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.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my audit opinion.



Opinions

In my opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, business-type activities, each
major fund, and the aggregate remaining fund information of the Town, as of June 30, 2014,
and the respective changes in financial position, and, where applicable, cash flows thereof for
the year then ended in accordance with accounting principles generally accepted in the United
States of America.

Other Matters

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information listed in the
table of contents 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, economic, or historical context. | 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 my inquiries, the basic financial
statements, and other knowledge | obtained during my audit of the basic financial statements.
| do not express an opinion or provide any assurance on the information because the limited
procedures do not provide me with sufficient evidence to express an opinion or provide any
assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued my report dated June 25,
2015, on my consideration of the Town’s internal control over financial reporting and on my
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 my
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 Town’s internal control over financial
reporting and compliance.

Philip Emmons, CPA
Miles City, MT

June 25, 2015



Town of Jordan, Montana
Statement of Net Position

ASSETS

Current assets
Cash and investments
Accounts receivable, net of
allowance for uncollectibles
Taxes/assessments receivable, net
of allowance for uncollectibles
Due from other governments
Inventory
Restricted
Cash and cash equivalents
Total current assets

Capital assets, net of
accumulated depreciation
Total noncurrent assets

Total assets

LIABILITIES

Current liabilities
Deposits payable
Compensated absences - current portion
Notes/Bonds payable - current portion
Total current liabilities

Non-current liabilities
Compensated absences
Landfill closure and post-closure
Notes/Bonds payable
Total noncurrent liabilities

Total liabilities
NET POSITION

Net investment in capital assets
Restricted

Public safety

Public works

Bond convenants

Landfill closure
Unrestricted

Total net position

See Accompanying Notes to the Financial Statements

June 30, 2014
Governmental Business-Type
Activities Activities Total
S 174,200 S 250,445 S 424,645
26,319 26,319
5,500 5,500
15,000 15,000
43,003 43,003
6,938 254,734 261,672
186,638 589,501 776,139
689,641 2,473,910 3,163,551
689,641 2,473,910 3,163,551
S 876,279 $ 3,063,411 $ 3,939,690
S S 3372 ¢ 3,372
5,210 5,210
5,253 34,417 39,670
10,463 37,789 48,252
20,842 20,842
7,075 7,075
8,245 445,116 453,361
29,087 452,191 481,278
S 39,550 S 489,980 $ 529,530
S 676,143 §$ 1,994,377 S 2,670,520
2,291 2,291
4,647 4,647
226,362 226,362
25,000 25,000
153,648 327,692 481,340
S 836,729 $ 2,573,431 §$ 3,410,160

10



Government operations
General government
Public safety
Public works
Culture & recreation

Total government activities

Business-Type Activities
Water
Sewer
Solid waste

Total business-type activities

Town of Jordan, Montana
Statement of Activities
For the Year Ended June 30, 2014

Net (Expense)

Program Revenues Revenue
Charges for Operating Capital Governmental Business-Type
Expenses Services Grants Grants Activities Activities Total
S 90,712 $ S S S (90,712) S (90,712)
24,789 (24,789) (24,789)
34,019 14,337 (19,682) (19,682)
6,145 (6,145) (6,145)
$ 155665 S 0S$ 14,337 0S$ (141,328) S (141,328)
$ 86,510 $ 74,631 $ $ $ $ (11,879) $ (11,879)
142,750 84,481 (58,269) (58,269)
104,674 107,867 S S 3,193 $ 3,193
$ 333934 S 266,979 S 0$ 0s 0s (66,955) $ (66,955)
General revenues
Property taxes S 55,084 $ S 55,084
Intergovernmental revenue 56,232 6,344 62,576
Licenses and permits 725 725
Unrestricted investment earnings 1,281 3,303 4,584
Miscellaneous 29,966 29,966
Gain on sale of fixed assets 18,800 18,800
Total general revenues S 162,088 S 9,647 S 171,735
Capital contributions 15,000 15,000
Increase (decrease) in net position S 20,760 $ (42,308) S (21,548)
Net position
Beginning of year 817,201 2,608,723 3,425,924
Prior period adjustments (1,232) 7,016 5,784
End of year S 836,729 $ 2,573,431 $ 3,410,160

See Accompanying Notes H the Financial Statements



Town of Jordan, Montana

Balance Sheet - Governmental Funds
June 30, 2014

ASSETS
Cash and investments
Taxes/assessments receivable, net
of allowance for uncollectibles
Restricted
Cash and cash equivalents
Total assets

LIABILITIES AND DEFERRED INFLOWS
OF RESOURCES
Unavailable taxes

Total deferred inflows of resources

FUND BALANCE
Restricted
Public safety
Public works
Committed
Capital projects
Unassigned
Total fund balance

Total liabilities, deferred inflows of
resources and fund balance

Other Total
Capital Governmental Governmental

General Fund Projects Fund Funds Funds
138,455 S 30,739 S 5,006 $ 174,200
5,500 5,500
6,938 6,938
143,955 S 30,739 S 11,944 S 186,638
5,500 $ S $ 5,500
5,500 $ 0s 0sS 5,500
S S 2,291 $ 2,291
4,647 4,647
30,739 5,006 35,745
138,455 138,455
138,455 S 30,739 $ 11,944 $ 181,138
143,955 S 30,739 S 11,944 S 186,638

Reconciliation to the Statement of Net Position:

Total fund balance from above $ 181,138
Add capital assets, net of accumulated depreciation not reported above 689,641
Less compensated absences (26,052)
Less long-term debt (13,498)
Deferred inflows for taxes recognized as revenue in the government wide statements 5,500
Net position $ 836,729

Major Funds

See Accompanying Notes to the Financial Statements
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Town of Jordan, Montana
Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental Funds
For the Year Ended June 30, 2014

Major Funds

Other Total
Capital Governmental  Governmental
General Fund  Projects Fund Funds Funds
Revenues
Taxes and assessments S 54,826 $ S S 54,826
Licenses and permits 725 725
Intergovernmental revenue 55,899 14,670 70,569
Investment and royalty earnings 1,027 225 29 1,281
Miscellaneous 29,966 29,966
Total revenue 142,443 225 14,699 157,367
Expenditures
Current operations
General government S 78,543 $ S S 78,543
Public safety 11,681 13,108 24,789
Public works 7,291 7,291 0
Culture & recreation 4,544 4,544
Total current charges 102,059 0 13,108 115,167
Capital outlay 24,742 24,742
Debt service 5,750 5,750
Total expenditures 132,551 0 13,108 145,659
Excess (Deficiency) of revenue
over expenditures S 9,892 S 225 S 1,591 § 11,708
Other financing sources (uses)
Proceeds from sale of capital assets ~ $ 18,800 S S S 18,800
Resources transfer (to) from
other funds S (7,500) $ 5,000 S 2,500 S 0
Net change in fund balance S 21,192 $ 5,225 S 4,091 S 30,508
Beginning fund balance 117,545 25,514 8,803 151,862
Prior period adjustments (282) (950) (1,232)
Ending fund balance $ 138,455 $ 30,739 $ 11,944 $ 181,138

See Accompanying Notes to the Financial Statements
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Town of Jordan, Montana

Reconciliation of the Statement of Revenues, Expenditures, and Changes

in Fund Balances of Governmental Funds to the Statement of Activities

For the Year Ended June 30, 2014

Net change in fund balance

Revenues on the government-wide statement of activities not reflected in revenue in
the governmental funds statement:
Increase (decrease) in property taxes receivable

Expenditures on the government-wide statement not reported on the
government funds statement:
Depreciation
(Increase) decrease in compensated absences

Expenditures on the government funds statement not reported on the
government-wide statement:
Capital outlays
Principal payments on long-term debt

Change in net position on the government-wide statement of activity

See Accompanying Notes to the Financial Statements
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$ 30,508

258

(37,968)
(1,880)

24,742
5,100

S 20,760



Town of Jordan, Montana

Statement of Net Position

Proprietary Funds
June 30, 2014

ASSETS

Current assets
Cash and investments S
Accounts receivable, net of allowances
Due from other governments
Inventory
Restricted
Cash and investments
Total current assets

Capital assets, net of
accumulated depreciation
Total noncurrent assets

Total assets S
LIABILITIES

Current liabilities
Deposits payable S
Current portion of bonds payable
Total current liabilities

Landfill closure and post-closure
Bonds payable
Total noncurrent liabilities

Total liabilities S
NET POSITION

Net investment in capital assets S
Restricted

Bond coventants
Landfill closure
Unrestricted net position

Total net position S

Business-type Activities

Major Enterprise Funds

Solid Waste

Water Fund Sewer Fund Fund Total
133,798 S 85,148 S 31,499 250,445
5,101 9,733 11,485 26,319
15,000 15,000
43,003 43,003
122,279 107,455 25,000 254,734
304,181 217,336 67,984 589,501
926,507 1,546,690 713 2,473,910
926,507 1,546,690 713 2,473,910
1,230,688 $ 1,764,026 $ 68,697 3,063,411
1,949 S 1,423 S 3,372
16,417 18,000 34,417
18,366 19,423 0 37,789
7,075 7,075
168,116 277,000 445,116
168,116 277,000 7,075 452,191
186,482 S 296,423 S 7,075 489,980
741,974 S 1,528,690 $ 713 2,271,377
120,330 106,032 226,362
25,000 25,000
181,902 (167,119) 35,909 50,692
1,044,206 $ 1,467,603 $ 61,622 2,573,431

See Accompanying Notes to the Financial Statements
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Town of Jordan, Montana
Statement of Revenues, Expenses, and Changes in Fund Net Position
Proprietary Funds
For the Year Ended June 30, 2014

Business-type Activities

Major Enterprise Funds

Solid Waste
Water Fund Sewer Fund Fund Total

Operating Revenues

Charges for services S 74,631 S 84,481 S 107,867 S 266,979
Total operating revenues S 74,631 S 84,481 S 107,867 S 266,979
Operating Expenses

Personnel services S 19,903 $ 16,737 S 13,583 § 50,223

Supplies 8,717 13,528 2,428 24,673

Purchased services 9,213 59,330 81,264 149,807

Fixed charges 10,664 8,742 7,064 26,470

Depreciation 29,720 38,247 335 68,302
Total operating expenses S 78,217 S 136,584 S 104,674 S 319,475
Total operating income (loss) S (3,586) S (52,103) S 3,193 S (52,496)
Non-Operating Revenue (Expense)

Interest revenue S 1,545 S 1,366 S 392 § 3,303

Intergovernmental revenue 5,159 1,066 119 6,344

Interest expense (7,953) (6,140) (14,093)

Miscellaneous expense (340) (26) (366)
Total non-operating revenue (expense) S (1,589) $ (3,734) 511 $ (4,812)
Income (loss) before contributions and

transfers S (5,175) $ (55,837) S 3,704 S (57,308)
Capital contributions 15,000 15,000
Increase (decrease) in net position (5,175) (40,837) 3,704 (42,308)
Net position

Beginning of year 1,035,057 1,510,028 63,638 2,608,723

Prior period adjustments 14,324 (1,588) (5,720) 7,016

End of year S 1,044,206 $ 1,467,603 $ 61,622 S 2,573,431

See Accompanying Notes to the Financial Statements
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Town of Jordan, Montana

Statement of Cash Flows - Proprietary Funds

For the Year Ended June 30, 2014

Cash Flows from Operating Activities
Cash received from customers
Cash paid to suppliers
Personal services - salaries
Net cash provided (used) by operating activities

Cash Flows from Investing Activities
Interest earnings
Net cash provided (used) by investing activities

Cash Flows from NonCapital Financing Activities
Subsidies from taxes and other governments
Miscellaneous outflows

Net cash provided by capital and related financing activities

Cash Flows from Capital and Related Financing Activities
Capital contributions
Principal payments on debt
Interest payments on debt

Net cash provided by capital and related financing activities

Net increase (decrease) in cash

Cash balance, Beginning of Year
Prior period adjustments effecting cash
Cash balance, End of Year

Reconciliation of Operating Income to Net Cash Provided
(used) by Operating Activities

Operating income (loss)

Adjustements to reconcile operating income to net cash
provided by operating activities

(Increase) decrease in accounts receivable, net
(Increase) decrease in inventories
Increase (decrease) in customer deposits
Depreciation expense

Total adjustments

Net cash provided (used) by operating activities

Business-type Activities

Major Enterprise Funds

Solid Waste
Water Fund Sewer Fund Fund Total

81,937 $ 93,197 $ 108,575 S 283,709
(43,823) (81,600) (90,756) (216,179)
(19,903) (16,737) (13,583) (50,223)
18,211 S (5,140) S 4,236 $ 17,307
1,545 S 1,366 S 392 $ 3,303
1,545 $ 1,366 S 392 $ 3,303
5,159 $ 1,066 $ 119 $ 6,344
(340) (26) (366)
4,819 $ 1,040 $ 119 $ 5,978
(15,771) $ (16,000) $ $ (31,771)
(7,953) (6,140) (14,093)
(23,724) $ (22,140) $ 0s$ (45,864)
851 $ (24,874) $ 4,747 $ (19,276)
240,902 219,065 50,397 510,364
14,324 (1,588) 1,355 14,091
256,077 $ 192,603 $ 56,499 $ 505,179
(3,586) $ (52,103) $ 3,193 $ (52,496)
7,306 8,326 708 16,340
(15,686) (15,686)
457 390 847
29,720 38,247 335 68,302
21,797 46,963 1,043 69,803
18,211 S (5,140) S 4,236 $ 17,307

See Accompanying Notes to the Financial Statements
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Town of Jordan, Montana
Statement of Fiduciary Net Position and Statement of Changes in Fiduciary Net Position
As of and For the Year Ended June 30, 2014

Pension Trust

Fund
Fire Relief
Association

Fiduciary net position:
Assets

Cash and cash equivalents S 0
Total assets S 0
Net Position

Net position held in trust S 0
Total net position S 0
Changes in fiduciary net position
Additions

Intergovernmental revenue S 333
Total additions S 333
Deductions

Benefit payments S 333
Total deductions S 333
Changes in net position held in trust S 0
Net Position
Beginning of the year S 0
End of the year S 0

See Accompanying Notes to the Financial Statements
18



Town of Jordan, Montana
Notes to the Financial Statements
June 30, 2014

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Town of Jordan (The Town) are prepared in accordance with
U.S. Generally Accepted Accounting Principles (GAAP). The Town applies all relevant
Governmental Accounting Standards Board (GASB) pronouncements.

la REPORTING ENTITY

The Town is governed by an elected Mayor and a four member Town Council and is considered
to be the primary government. The Town, for financial purposes, includes all of the funds,
account groups, and other organizations for which the nature and significance of the
relationship is such that exclusion would cause the Town’s financial statement to be misleading
or incomplete. In addition, there are no component units as defined by Government Auditing
Standards Board No. 14. Financial accountability is defined as the appointment of a voting
majority of the governing body, and by the imposition of will or the potential for financial
benefit or burden. The Town provides the following services: solid waste removal, water and
sewer, public safety, recreation and streets.

The Town is provided various financial services by Garfield County. The County also serves as
cashier and treasurer for the Town for tax and assessment collections and other revenues
received by the County which are subject to distribution to the various taxing jurisdictions
located within the County. The collections made by the County on behalf of the Town are
accounted for in an agency fund in the Town’s name and are remitted to the Town on a
monthly basis by the County Treasurer. No service charges have been recorded by the Town or
County.

The Fire Department Relief Association is considered a part of the Town and is shown as a
Pension Trust Fund, since the Town is responsible for the collection of taxes for the association.
Information relating to this can be found in the Statement of Fiduciary Net Position and
Statement of Changes in Fiduciary Net Position.

1.b BASIS OF PRESENTATION AND ACCOUNTING

1.b.1 GOVERNMENT-WIDE STATEMENTS

The government-wide financial statements include the statement of net position and the
statement of activities. These statements report financial information for the Town as a whole.
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Town of Jordan, Montana
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June 30, 2014

Fiduciary funds are excluded from these statements. Individual funds are not displayed but the
statements distinguish governmental activities, generally supported by taxes and Town general
revenues, from business-type activities, generally financed in whole or in part with fees charged
to external customers. The statement of activities reports the expenses of a given function
offset by program revenues directly connected with the functional program.

A function is an assembly of similar activities and may include portions of a fund or summarize
more than one fund to capture the expenses and program revenues associated with a distinct
functional activity.

Program revenue includes: charges for services which report fees and other charges to users of
the Town’s services, operating grants and contributions which finance annual operating
activities including restricted investment income, and capital grants and contributions which
fund the acquisition, construction or rehabilitation of capital assets. These revenues are
subject to externally imposed restrictions to these program uses. Taxes and other revenue
sources not properly included with program revenues are reported as general revenues.

1.b.2 FUND ACCOUNTING

Fund financial statements are provided for governmental and proprietary funds. The
governmental fund financial statements include the balance sheet and statement of revenues,
expenditures and changes in fund balance. A reconciliation is provided reconciling amounts on
these statements to the statement of net position and statement of activities. The proprietary
fund financial statements include the statement of net position, statement of revenues,
expenses and changes in fund net position, and the statement of cash flows.

Major funds include the general fund and all other governmental funds or proprietary funds
whose assets, liabilities, revenue or expenditures exceed 10% of the total for all governmental
or proprietary funds and also exceeds 5% of the total for all governmental fund and proprietary
funds combined. Major individual governmental and enterprise funds are reported in separate
columns with composite columns for non-major funds. The Town’s major funds are described
later.

1.b.3 MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT
PRESENTATION

The government-wide statements report using the economic resources measurement focus and
the accrual basis of accounting, which includes the reclassification or elimination of internal
activity between or within funds. Proprietary fund financial statements also report using this
same focus and basis. Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows.
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June 30, 2014

Property tax revenues are recognized in the year for which they are levied while grants are
recognized when grantor eligibility requirements are met. Retirement benefits and refunds are
recognized when due and payable in accordance with the terms of the plan.

The government-wide financial statements report expenditures for fixed assets as capital
assets, and record depreciation on those capital assets.

Governmental fund financial statements report using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized
when they are both measurable and available. Available means collectible within the current
period or soon enough thereafter to pay current liabilities. The Town considers revenues to be
available if they are collected within 31 days of the end of the fiscal year. Expenditures are
recorded when the related fund liability is incurred, except for general obligation bond principal
and interest which are reported as expenditures in the year due and compensated absences
which are recognized as expenditures when paid. Capital asset acquisitions are reported as
expenditures in the governmental funds and proceeds of long-term debt and acquisitions under
capital leases are reported as other financing sources.

Major revenue sources susceptible to accrual include: property taxes, intergovernmental
revenues and investment income. In general, other revenues are recognized when cash is
received. Deferred revenues are recorded for property tax receivables at year-end in the
governmental fund financial statements.

Operating income reported in proprietary fund financial statements includes revenue and
expenses related to the primary, continuing operations of the fund. Principal operating
revenues for proprietary funds are charges to customers for sales or services. Principal
operating expenses are the costs of providing goods or services and include administrative
expenses and depreciation of capital assets. Other revenues and expenses are classified as
non-operating in the financial statements.

1.b.4 FUND TYPES AND MAJOR FUNDS
Governmental Funds — The Town reports the following major governmental funds:

General Fund — The general fund is used to account for all financial resources except those
required to be accounted for in other funds.

Capital Projects Fund — This fund accounts for money set aside for capital improvements and
equipment.
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The Town also reports the following governmental fund types:

Special Revenue Funds — These funds are used to account for proceeds of special revenue
sources that are legally restricted to expenditure for a specific purpose.

Capital Projects Funds — These funds are used to account for financial resources to be used for
the acquisition or construction of major capital facilities.

Proprietary Funds — The Town reports the following major proprietary funds:
Water Fund — The water fund accounts for the operating activities of the Town’s water services.
Sewer Fund — The sewer fund accounts for the Town’s sewer operations.

Solid Waste Fund — This fund accounts for the activities related to the disposal of the Town’s
garbage.

The Town also reports a pension trust fund that is detailed in Note 1.a.
l.c BUDGETS

The Town Clerk submits to the Town Council a proposed operating budget for the fiscal year
commencing July 1. A preliminary budget is adopted by the Council prior to adoption of the
final budget. The final budget is legally enacted by the Town Council, after holding public
hearings, by the first Thursday after the first Tuesday in September or within 30 calendar days
of receiving certified taxable values from the department of revenue. Budgets for the General,
Special Revenue and Enterprise Funds are adopted on a basis consistent with U.S. generally
accepted accounting principles. Expenditures are limited to the approved budget at the fund
level, either as originally adopted or as amended by formal resolution of the Town Council.
Expenditures may not legally exceed total budget appropriations by fund.

1d CASH EQUIVALENTS
For purposes of the statement of cash flows the Town considers all investments with a maturity

of three months or less when purchased to be cash equivalents. The statement of cash flows
for the enterprise funds includes both cash equivalents and investments as total cash.
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le TAXES AND ASSESSMENTS RECEIVABLE

Real estate property taxes are levied in August in connection with the budget process, and are
based on assessed values for all property located within the Town as of January 1% of the
current year.

Assessed values are established by the Montana Department of Revenue using a market value
base. Taxable value is a fixed percentage of the assessed value, per State statute. A
revaluation of all property is required to be completed on a periodic basis.

Real property taxes are billed in October and are due in two equal installments on November
30 and May 31 of the following year. Delinquent real property taxes attach as a lien on the
property as of January 1. Personal property taxes are assessed and billed throughout the year,
with a significant portion generally billed in May, June and July. Personal property taxes are
based upon levies set during August of the prior year. These taxes become delinquent 30 days
after billing. Delinquent personal property taxes may become a lien on the real property of the
owner of the personal property.

Taxes and assessments that become delinquent are charged interest at the rate of 5/6 of 1%
per month plus a penalty of 2%. Real property on which taxes and assessments remain
delinquent and unpaid may be sold at tax sales. In the case of personal property, the property
is to be seized and sold after the taxes become delinquent.

The Town is permitted by State statutes to levy taxes up to certain fixed limits for various
purposes. The tax levies were based upon a valuation of $222,056.

The tax levies for the Town for the year ended were as follows:

Mill Levies
General fund 189.70

The Town records tax receivables for property taxes that have been assessed but have not yet
been collected. These tax receivables are recorded as deferred revenue in the year assessed
and recorded as revenue in the year collected in the governmental fund financial statements.
In the government-wide financial statements, tax receivables are recorded as revenue in the
year assessed. An allowance for uncollectible accounts was not maintained for real and
personal property taxes and special assessments receivable. The direct write-off method is
used for these accounts. Although this is a departure from U.S. GAAP, any resulting differences
would be immaterial.
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1.f INVENTORIES

Inventories of materials and supplies are accounted for at cost and the first-in, first-out method
is used to expense inventory as it used.

1lg CAPITAL ASSETS

All purchased capital assets are valued at cost where historical records are available and at
estimated historical cost where no historical records exist. Donated capital assets are valued at
their estimated fair market value on the date received. Major additions and betterments with a
cost in excess of $5,000 are recorded as additions to fixed assets. The costs of normal
maintenance and repairs that do not add to the value of the assets or do not materially extend
asset lives are not capitalized.

Assets acquired for general government purposes are reported at cost in the government-wide
financial statements. Capital assets donated, purchased, or acquired by proprietary fund types
are recorded in the individual fund which acquired the asset. Depreciation on capital assets is
provided over their estimated useful lives on the straight-line method.

The useful lives of these assets have been estimated as follows:

Buildings 30-50 years
Improvements other than buildings 10-40 years
Machinery and Equipment 5-10 years
Sewer Lines and Pump Stations 30-50 years
Treatment Plant 30-50 years
Water Pump Station 15-25 years

1.h LONG-TERM LIABILITIES

Long-term liabilities include accumulated vacation and sick leave. Expenditures are recognized
when paid in the fund financial statements and as accrued in the government-wide financial
statements. The Town uses the general fund and enterprise funds to pay departing employees
for accrued vacation and sick leave.

1.i INTERFUND TRANSACTIONS
Interfund transactions consisting of identified services performed for other funds or costs billed

to other funds are treated as expenditures in the fund receiving the services and as revenue in
the fund performing the services.
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Transactions which constitute reimbursements of a fund for expenditures or expenses initially
made from it which are properly allocable to another fund are recorded as expenditures in the
reimbursing fund and as reductions of the expenditures in the fund that is reimbursed.
Interfund transfers and balances are eliminated in the government-wide financial statements.
Interfund transfers are made and balances are held, as needed, to support Town programs.

1] ENTERPRISE FUNDS RECEIVABLES

Accounts receivable for the water, sewer and solid waste funds are reported net of revenues
collected in advance. No reserve for estimated uncollectible accounts is maintained. Although
this is a departure from U.S. GAAP, the write-offs are not material.

1.k USE OF ESTIMATES

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

1.1 FUND BALANCE

In accordance with Government Accounting Standards Board 54, Fund Balance Reporting and
Governmental Fund Type Definitions, the Town classifies governmental fund balances as
follows:

Nonspendable — includes fund balance amounts that cannot be spent either because it is
not in spendable form or because of legal or contractual constraints.

Restricted —includes fund balance amounts that are constrained for specific purposes which
are externally imposed by providers, such as creditors or amounts constrained due to
constitutional provisions or enabling legislation.

Committed — includes fund balance amounts that are constrained for specific purposes that
are internally imposed by the government. These commitments may be made, rescinded or
modified by resolution of the town council, the highest level of decision making authority,
and do not lapse at year-end.

Assigned — includes fund balance amounts that are intended to be used for specific
purposes that are considered neither restricted nor committed. Fund Balance may be
assigned by the town council at its discretion.

Unassigned - includes positive fund balance within the General Fund which has not been
classified within the above mentioned categories and negative fund balances in other
governmental funds.
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The Town uses restricted amounts to be spent first when both restricted and unrestricted fund
balance is available unless there are legal documents or contracts that prohibit doing this, such
as a grant agreement requiring dollar for dollar spending. Additionally, the Government would
first use committed, then assigned, and lastly unassigned amounts of unrestricted fund balance
when expenditures are made. The Government does not have a formal minimum fund balance

policy.

NOTE 2. CASH, CASH EQUIVALENTS, AND INVESTMENTS

Cash and cash equivalents may include cash and cash items; demand, time, savings and fiscal
agent deposits; investments in the State Short-Term Investment Pool (STIP); repurchase
agreements; registered warrants; and direct obligations of the United States Government and
securities issued by agencies of the United States.

The composition of Cash, including $10,296 in the clearing accounts that is not included on the
financial statements, on June 30, 2014 was as follows:

Cash in banks

Demand deposits 370,910
Petty cash 103
Savings &Time deposits 325,600

Total cash and investments S 696,613

Custodial credit risk is the risk that, in the event of a bank or credit union failure, the Town’s
investments may not be recovered. The deposits with the banks utilized by the Town are
insured by the Federal Deposit Insurance Corporation (FDIC), up to the current insurance
coverage limits and the uninsured deposits were completely secured with pledged collateral.
Custodial credit risk does not apply to a local government’s indirect investment in securities
through the use of governmental investment pools (such as STIP). The Town does not have a
formal policy for custodial credit risk.

Concentration of credit risk is the risk of loss attributed to the magnitude of the Town’s
investment with a single issuer. The Town does not have a policy to limit this risk and the
Town’s cash and investments, as detailed above, are all held in Garfield County Bank.

STIP is classified as a “2a-7-like” pool. A “2a-7-like” pool is an external investment pool that is
not registered with the Securities and Exchange Commission (SEC) as an investment fund, but
has a policy that it will and does operate in a manner consistent with the SEC’s Rule 2a-7 of the
Investment Company Act of 1940. The Town’s investment position in STIP is determined by the
pool’s share price, which is dollar denominated.
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The STIP portfolio includes, but is not limited to, “variable rate”, “asset-backed”, and “covered
options” securities to provide diversification and a competitive rate of return. Unaudited STIP
financial statements are available from the Montana Board of Investments at the following
address:

Montana Board of Investments
Department of Commerce
2401 Colonial Drive, 3" Floor
Helena, MT 59620

NOTE 3. CAPITAL ASSETS

3a. GOVERNMENTAL FUNDS
The value and changes to the capital assets are as follows:

Balance Balance
June 30, 2013  Additions Deletions  June 30, 2014

Cost of assets

Land S 28,890 S S S 28,890
Buildings 67,826 67,826
Improvements 832,895 832,895
Machinery and Equipment 195,048 24,742 (19,600) 200,190
Total S 1,124,659 S 24,742 S (19,600) S 1,129,801
Accumulated depreciation
Buildings S (37,038) S (1,696) S S (38,734)
Improvements (215,746) (27,679) (243,425)
Machinery and Equipement (169,008) (8,593) 19,600 (158,001)
Total S (421,792) S (37,968) S 19,600 S (440,160)

Depreciation was charged to the Town's programs as follows:

General government S 10,289
Public works 26,078
Culture and recreation 1,601
Total depreciation S 37,968
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3b. ENTERPRISE FUNDS

Fixed assets purchased or acquired by enterprise fund types are recorded in the individual fund
making the purchase. The value and changes to the capital assets are as follows:
Balance Balance

June 30, 2013  Additions Deletions  June 30, 2014

Cost of assets

Land S 9,888 S S S 9,888
Buildings and system 10,028 10,028
Machinery and equipment 117,393 117,393
Source of supply 292,457 292,457
Pumping plant 110,585 110,585
Treatment plant 1,363,699 1,363,699
Transmission and distribution 1,371,643 1,371,643
Total S 3,275,693 S 0S 0S 3,275,693
Accumulated depreciation
Buildings and system S (7,391) S (176) S S (7,567)
Machinery and equipment (81,448) (6,351) (87,799)
Source of supply (134,378) (3,841) (138,219)
Pumping plant (33,330) (5,529) (38,859)
Treatment plant (175,249) (27,167) (202,416)
Transmission and distribution (301,685) (25,238) (326,923)
Total S (733,481) S (68,302) S 0S (801,783)

Depreciation was charged to the Town's programs as follows:

Water S 29,720
Sewer 38,247
Solid waste 335
Total depreciation S 68,302
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NOTE 5. LONG-TERM LIABILITIES

Compensated absences — The Town’s employees are permitted to accumulate vacation and sick
leave. On termination of employment, an employee is paid for accumulated vacation and for
25% of accumulated sick pay based on the current hourly rate of pay. In the government-wide
statements compensated absences are included as both current and noncurrent liabilities,
whereas in the governmental fund financial statements, only the current portion paid is
recognized.

A summary of long-term liabilities for the year ended June 30, 2014, is as follows:

Balance Balance Current
June 30, 2013  Additions Deletions June 30, 2014  Portion

Governmental Funds:
Compensated absences $ 24,172 S 1,880 S S 26,052 $§ 5,210
Street Repair Note 18,599 (5,100) 13,499 5,253

Enterprise Funds:

Compensated absences 0 0 0
Water Bond 200,304 (15,770) 184,534 16,417
Sewer Bond 311,000 (16,000) 295,000 18,000
Total S 554,075 S 1,880 S (36,870) S 519,085 S 44,880
Loans

Interest Original

Purpose Issue Date Rate Term Maturity Date Loan

Garfield Cnty Bank Street Repair 10-2011 4.00% 5 years 10-2016 S 25,755
USDA Water Bond 03-2013 4.13% 12 years 11-2028 285,000
DNRC Sewer Bond 09-2008 2.75% 20 years 07-2028 390,933

The Town borrowed money from Garfield County Bank in 2011 to finance street repairs.

The Town borrowed money from the USDA Rural Development program in 2013 to finance
water system improvements. All revenues from the water system are pledged up to the
amount of the bond outstanding for the term of the bond.

The Town borrowed money from the DNRC State Revolving Fund program in 2008 to finance

sewer system improvements. All revenues from the sewer system are pledged up to the
amount of the bond outstanding for the term of the bond.
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Principal and interest payments due on the loans outstanding at June 30, 2014 are as follows:

Street Repair Water Bond Sewer Bond
Dates Principal Interest Principal Interest Principal Interest
2015 S 5,253 §$ 497 $ 16,420 $ 7,304 § 18,000 S 5,790
2016 5,474 276 17,117 6,607 18,000 5,430
2017 2,771 55 17,837 5,887 18,000 5,070
2018 18,588 5,136 19,000 4,710
2019 19,371 4,353 20,000 4,320
2020-2024 85,986 8,910 106,000 15,450
2025-2029 9,215 85 96,000 4,310

The significant provisions of the bonds are as follows:

1. The water and sewer rates will be sufficient to meet bond principal and interest
payments.

2. The Town must add to loan reserves until the balance is at least one year’s annual
payment.

3. The Town must establish reserves for replacement and depreciation.

4. The Town must establish a surplus reserve for future contingencies if there are excess
revenues after allocating revenue to operations and the previous two reserve accounts.

The Town was in compliance with each of the above as of June 30, 2014.

NOTE 6. INTERFUND TRANSFERS

A summary of the Town’s operating transfers made during the fiscal year ending June 30, 2014
is summarized in the table below:

Transfers in:

Capital Projects Other Gov't
Transfers out: Fund Funds Total
General S 5,000 S 2,500 $ 7,500
Total S 5,000 S 2,500 S 7,500
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Transfers are used to move unrestricted revenues to finance various programs that must be
accounted for in other funds in accordance with budgetary authorizations.

NOTE 7. RISK MANAGEMENT

The Town faces a considerable number of risks of loss, including a) damage to and loss of
property and contents, b) employee torts, c) professional liability, i.e. errors and omissions, d)
environmental damage, and e) workers’ compensation, i.e. employee injuries. The Town
participates in a state-wide public risk pool operated by the Montana Municipal Insurance
Authority (MMIA) for liability, property and workers’ compensation coverage. Given the lack of
coverage available, the Town has no coverage for potential losses from environmental
damages. Settled claims resulting from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years.

MMIA is an organization that provides pooled, self-insurance coverage exclusively to Montana
municipalities. The Town is insured for initial liability limits of $750,000 per individual and
$1,500,000 per occurrence. For covered losses not subject to statutory tort caps the limit of
liability is $10,000,000. These policies transfer all risks of loss, except for relatively small
deductible amounts of $750 to $1,500 per occurrence.

There have been no changes in risk coverage from prior years and no losses have been incurred
in the previous three years. Financial statements can be obtained by contacting MMIA at the
following address:

Montana Municipal Insurance Authority
PO Box 6669

Helena, MT 59604-6669

Phone: 406-443-0907

NOTE 8. OTHER POSTEMPLOYMENT BENEFITS

Plan Description - The Town allows eligible retirees to remain in the Town’s Health Insurance
Plan (Plan) in accordance with State Law. This single-employer plan does not issue a publicly
available financial report.

Funding Policy — The Town is required to allow eligible retirees to remain in the Plan by State
Law. Since the Plan provides for a single blended-premium, the Town is providing an implicit
rate subsidy to retirees. No other contribution is made by the Town to the Plan. Each retiree is
required to contribute his or her entire insurance premium. The Plan is funded on a pay-as-
you-go basis.
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The Town did not hire an actuarial firm to assist in determining the other post-employment
benefit (OPEB) liability and related expense and did not record these items in the financial

statements because the amounts are considered immaterial.

NOTE 9. PRIOR PERIOD ADJUSTMENTS

Prior period adjustments were made in the water, sewer and solid waste funds for $14,324,
(51,588) and $1,355, respectively. These adjustments were to adjust inventory for prior period
transactions. These changes increased (decreased) inventory and net position of the respective
funds by the amounts above.

A prior period adjustment was made in the solid waste fund for ($7,075). This adjustment was
to adjust landfill closure and post-closure costs for prior period transactions. These changes
increased the landfill closure and post-closure liability and decreased net position by the
amount above.

Prior period adjustments were made in the general fund for (5282) and other governmental
funds for ($950) to reduce revenue recognized in a prior period. Fund balance was reduced by
the same amounts. Prior period adjustments were made in the governmental activities for
(51232) to reduce revenue recognized in a prior period. Net position was reduced by the same
amount.

NOTE 10. INTERLOCAL AGREEMENTS

Law Enforcement Services — The Town of Jordan and Garfield County have an agreement
whereby the County Sheriff’s Department provides law enforcement services for the Town.
The Town agreed to pay Garfield County a monthly fee of $400. During the fiscal year, the
Town paid the County $4,800 in accordance with the agreement.

NOTE 11. LANDFILL CLOSURE AND POST-CLOSURE

The Town operates a Class IV landfill composed of individual unlined cells. The Town has used
approximately 33.3% of the currently open cells. Total closure and post-closure costs were
estimated at $7,075 in 2007 and this amount is shown as a liability in the solid waste fund. This
amount is not based on estimated usage, but the difference would be immaterial. The Town is
required by state and federal law to make contributions to finance the estimated closure and
post-closure costs. At year-end, the amount of cash restricted in the solid waste fund for these
purposes was $25,000.
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Town of Jordan, Montana
Schedule of Revenue, Expenditures and Changes in Fund Balance - Budget and Actual
All Budgeted Major Governmental Funds
For the Year Ended June 30, 2014

General Fund

Original Final
Budget Budget Actual
REVENUES
Taxes and assessments S 55,113 S 55,113 S 54,826
Licenses and permits 725 725 725
Intergovernmental revenue 66,188 66,188 55,899
Investment and royalty earnings 1,720 1,720 1,027
Miscellaneous 9,800 9,800 29,966
Total revenue 133,546 133,546 142,443
EXPENDITURES
General government S 148,600 S 148,600 S 78,543
Public safety 13,600 13,600 11,681
Public works 25,000 25,000 7,291
Culture and recreation 15,000 15,000 4,544
Total current charges 202,200 202,200 102,059
Capital outlay 24,742
Debt service 6,000 6,000 5,750
Total expenditures 208,200 208,200 132,551
Excess (deficiency) of revenues
over expenditures S (74,654) S (74,654) S 9,892

OTHER FINANCING SOURCES AND USES
Proceeds from sale of capital assets S S S 18,800

Transfers out S (7,500) S (7,500) S (7,500)
Net change in fund balance S (82,154) S (82,154) S 21,192
Fund balance, beginning of year S 117,545
Prior period adjustment (282)
Fund balance, end of year S 138,455

See accompanying Notes to Required Supplemental Information
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BUDGETS

Budgets are adopted on a basis consistent with the State of Montana budget laws which are,
for the most part, consistent with generally accepted accounting principles (GAAP). Annual
appropriated budgets are adopted for the General Fund, the special revenue funds and the
capital project funds.

GENERAL POLICIES

The Town’s funds are either budgeted or unbudgeted in accordance with State statutes.
Budgeted funds are those for which a legal budget must be adopted to have expenditures from
such funds and are noted above. All other funds are nonbudgeted, meaning a legal budget is
not required in order to spend the cash balance of such a fund. The Schedule of Revenues,
Expenditures, and Changes in Fund Balances, Budget vs. Actual, has been prepared on the
modified accrual basis of accounting and contains financial information for only the major
budgeted funds. Budgets for major enterprise funds are not required to be included and are
not presented here.

BUDGET OPERATION

The Town operates within the budget requirements for Cities and Towns as specified by State
law. The financial report reflects the following budgetary standards:

1. The Town must submit a complete copy of the final budget together with a statement of
tax levies to the department of administration by the later of October 1 or 60 days after
receipt of taxable values from the department of revenue.

2. Once adopted, the budget can be amended by subsequent Town Council action. An
increase of total budget of a given fund requires the adoption of an amended budget in

accordance with State statutes.

3. According to State statutes, the expenditures of a budgeted fund may not legally exceed
the adopted budget.

4. At the end of a fiscal year, unencumbered appropriations lapse unless specifically
obligated by the Town.
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Independent Auditor’s Report on Internal Control Over Financial Reporting and on
Compliance And Other Matters Based on an Audit of Financial Statements Performed in
Accordance withGovernment Auditing Standards

To the Town Council
Town of Jordan
Jordan, Montana

| have audited, 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, the financial statements of
the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Town of Jordan (the Town), as of and for the year ended
June 30, 2014, and the related notes to the financial statements, which collectively comprise
the Town’s basic financial statements and have issued my report thereon dated June 25, 2015.

Internal Control Over Financial Reporting

In planning and performing my audit, | considered the Town’s internal control over financial
reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing my opinions on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of the Town’s internal control.
Accordingly, | do not express an opinion on the effectiveness of the Town’s internal control.

My consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that were not identified. However, as
described in the accompanying schedule of findings and questioned costs, | identified certain
deficiencies in internal control over financial reporting that | consider to be material
weaknesses and significant deficiencies.

A deficiency in internal control 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 and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a timely basis. | consider the deficiency described in
schedule of findings and questioned costs as finding number 14-2 to be a material weakness.
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A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that
is less severe than a material weakness, yet important enough to merit attention by those
charged with governance. | consider the deficiency described in the schedule of findings and
guestioned costs as finding number 14-1 to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Town’s financial statements are
free of material misstatement, | 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 my audit, and
accordingly, | do not express such an opinion. The results of my tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Town’s Response to Findings

The Town’s response to the findings identified in my audit is described in the accompanying
schedule of findings and questioned costs. The Town’s response was not subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, | express
no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of my testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Philip Emmons, CPA
Miles City, MT

June 25, 2015
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Town of Jordan, Montana

Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2014

SECTION | - SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor’s report issued: Unmodified

Internal control over financial reporting:

Material weakness (es) identified? Yes

Significant Deficiencies identified not
considered to be material weaknesses? Yes

Noncompliance material to the financial statements noted? None Reported

SECTION Il — FINANCIAL STATEMENT FINDINGS

Finding 14-1

Condition:

Criteria:

Cause:

Effects:

Recommendation:

Response:

Due to a limited number of office personnel, the Town does not
have adequate internal accounting controls in some areas
because of a lack of segregation of duties.

An ideal system of internal control utilizes a segregation of duties
so that no one individual handles a transaction from its inception

to its completion.

The condition occurred due to the Town having a limited number
of personnel available.

Inadequate segregation of duties increases the risk that fraud may
occur and not be detected by the Town.

Continue to examine the economic feasibility of hiring additional
staff.

The Town will continue to examine the economic feasibility of
hiring additional staff.
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Finding 14-2

Condition:

Criteria:

Cause:

Effects:

Recommendation:

Response:

Town of Jordan, Montana

Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2014

The Town does not have specific controls in place to review the
selection and application of accounting principles and resulting
disclosures within the financial statements.

| was engaged to assist in the preparation of the Town’s financial
statements. The government ensures the quality of its financial
statements by engaging a qualified audit firm with expertise in
governmental audits and by reading a preliminary draft of the
financial statements.

The condition occurred due to the Town having a limited number
of personnel available.

It is common within the governmental sector to rely on the audit
firm to prepare the financial statements; however, an audit firm
cannot be considered part of the government’s internal control by
professional standards. Since some presentations and disclosures
may be material to the financial statements, this weakness in
internal control is classified as material.

The Town should continue to read its draft financial statements
and ensure the quality of the document and preparer.

The Town will continue to read its draft financial statements and
ensure the quality of the document and preparer.

SECTION 11l — FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS N/A
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Town of Jordan, Montana
Prior Year Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2014

PRIOR YEAR FINANCIAL STATEMENT FINDINGS

None Reported.
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