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The City Of Kalispell

Incorporated 1892

Telephone (406) 758-7700
FAX (406) 758-7758
Post Office Box 1997
Kalispell, MT 59903-1997

December 9, 2009
To the Honorable Mayor, members of the City Council, and Citizens of the City of Kalispell, Montana:

State law requires that all general-purpose local governments publish within six months of the close of each fiscal year a
complete set of financial statements presented in conformity with generally accepted accounting principles (GAAP) and
audited in accordance with generally accepted auditing standards by a firm of licensed certified public accountants.
Pursuant to that requirement, the annual financial report for the City of Kalispell, Montana for the fiscal year ended June
30, 2008, is submitted for your review.

The Finance Office prepared this report. Responsibility for the accuracy and completeness of the presented data, including
all disclosures, rests with the City. We believe the data, as presented, is accurate in all material aspects; that it is presented
in a manner designed to fairly set forth the financial position and results of operations of the City as measured by the
financial activity of its various funds; and that all disclosures necessary to enable the reader to gain an understanding of the
City's financial affairs have been included.

GAAP require that management provide a narrative introduction, overview, and analysis to accompany the basic financial
statements in the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to
complement MD&A and should be read in conjunction with it. The City of Kalispell’s MD&A immediately precedes the
City’s basic financial statement within this report.

Reporting Entity and Services Provided

The City of Kalispell, incorporated in 1892, is located in the western part of the state, which is considered to be one of the
top growth areas in the state. The City of Kalispell is empowered to levy a property tax on both real and personal properties
located within its boundaries. It also is empowered by state statute to extend its corporate limits by annexation, which
occurs periodically when deemed appropriate by the governing council.

The City of Kalispell is operated under the council-manager form of government. Policy-making and legislative authority
are vested in a governing council consisting of the mayor and eight other members. The governing council is responsible,
among other things, for passing ordinances, adopting the budget, appointing boards, and hiring the City Manager. The City
Manager is responsible for carrying out the policies and ordinances of the governing council, and for overseeing the day-to-
day operations of the City. The council is elected on a non-partisan basis. Council members are elected by district to serve
four-year staggered terms, with four council members elected every two years. The mayor is elected at large for a four-year
term.

All significant operations of the City, as defined by the National Council of Governmental Accounting, Statement #3, have
been included in the accompanying financial statements. The City provides a full range of municipal services including
police, fire, building safety, planning and zoning, city court, parks and recreation, streets, community development and
general administrative services. The City also operates as Enterprise funds: water, sewer, solid waste, and an airport.



In addition, the City presents financial data for two component units on the combined statements. The Kalispell Parking
Commission is a discretely presented proprietary type component unit. The Downtown Business Improvement District is a
discretely presented governmental type component unit.

The annual budget serves as the foundation for the City of Kalispell’s financial planning and control. All departments of the
City of Kalispell are required to submit requests for appropriation to the City Manager. The City Manager uses these
requests as the starting point for developing a proposed budget. The City Manager then presents this proposed budget to the
council for review. The council is required to hold public hearings on the proposed budget and to adopt a final budget. The
appropriated budget is prepared by fund, function, and department. Budget-to-actual comparisons are provided in this
report for each individual governmental fund for which an appropriated annual budget has been adopted. For the general
fund and any major special revenue fund, the comparison is part of the basic financial statements.

Accounting System and Budgetary Control

The City's accounting records for general governmental operations are maintained on a modified accrual basis. Under this
method, revenues are recorded when measurable and available; expenditures are recorded when services or goods are
received and the liabilities are incurred. Accounting records for enterprise funds are recorded on the accrual basis. Under
this method, revenues are recorded when the services are performed; expenditures are recorded when the goods or
services are received and the liabilities are incurred.

In developing the City's accounting system, consideration is given to the adequacy of internal accounting controls.
Internal controls are designed to provide reasonable assurance regarding the safeguarding of assets and the accuracy and
reliability of accounting data used for preparing financial data and maintaining accountability for assets.

Budgetary control is maintained by an annual appropriation system. The Mayor and Council evaluate the budget
proposals of the various City departments to determine the appropriate level of the operating and public service programs.
After giving due consideration to the input received from the citizens, the City Council adopts the budget. The budget is
controlled through an on line accounting system. The control is decentralized to the point that individual department
heads are responsible for expending within budgetary limits.

Cash Management

The City's demand deposits are interest bearing money market accounts. The City also utilizes the Statewide Investment
Pool (S.T.LP), and obligations of the U.S. Treasury for cash temporarily idle during the year. Rates of return vary based on
markets.

Insurance
The City joined other Montana cities and towns to form a self-insurance pool offering worker's compensation and liability

coverage. On October 1, 2004, MMIA established, and the City joined, the Employee Benefits Program for its members,
providing a more affordable health and dental insurance option for members to offer their employees.

Postemployment Benefits

The City of Kalispell provides pension benefits for substantially all of its full-time employees. These benefits are provided
through the Montana Public Employees’ Retirement System (PERS); Municipal Police Officer’s Retirement System
(MPORS): and the Firefighters’ Unified Retirement System (FURS). The City of Kalispell has no obligation in connection
with employee benefits offered through this plan beyond its matching contributions. Additional information on the City of
Kalispell’s pension arrangements can be found in the notes to the financial statements.






