








The Board of Commissioner of the Pocatello Development Authority consists of nine members.
Membership is constituted as follows: one member of the Pocatello City Council; one member of the
Board of County Commissioners (or their designee); the Mayor of the City of Pocatello; one member
with financial expertise such as accounting, banking or lending-institution experience; one member
from the education community, and four other members from the citizenry at large. Each
commissioner shall serve a four (4) year term. Commissioners may serve up to two (2) consecutive
terms or eight (8) years. Terms are staggered in such a fashion that no more than two expire in any
given year.

The Board of Commissioners shall elect the Chairman, Vice-Chairman, Secretary, Treasurer from the
ranks of the commission for a term of one year. Elections are at the regular meeting in October.

The Chairman of the Board is chief presiding officer of the Pocatello Development Authority. The
Chairman executes all deeds, bonds, contracts and other legal documents authorized by the Board.
Some of the Chairman's duties may be delegated by the Board to the Executive Director of the
Authority.

How Pocatello Development Authority works?

Under Idaho Code Section 50-2006, the Pocatello Development Authority works with the City of
Pocatello, the Bannock Development Authority and the private sector to remedy blighted urban areas
within the city. Pocatello Development Authority provides the funding for these efforts.

The City of Pocatello is responsibie for determining which areas of the City qualify under urban
renewal law to be categorized as blighted. The City then recruits businesses or works with other
recruiting efforts of the Bannock County Development Authority to get businesses to move into these
blighted areas.

Businesses that are interested in moving are looking for a site that makes business sense and, in
some instances, will consider moving if there is financial aid with infrastructure in site development or
construction costs. This is where the City steps in again, through the use of Tax Increment Financing
Districts.

Tax increment financing is a mechanism that allows for funding of urban renewal projects. When the
City establishes a tax increment financing (tif) district the value on the property in the district is frozen.
The property taxes collected on the frozen or base value goes to the various taxing entities providing
services to that property, (i.e. Bannock County, School District 25, and City of Pocatello), but the
property taxes paid on the increased valuation goes to the Pocatello Development Authority. Here is
where the Authority helps with the renewal process. It has the authority to issue bonded debt to
provide funding for the infrastructure or site development needed to allow the business to build in the
district. Once the business has moved in, the property taxes collected on the increased valuation is
"stripped" from collections and sent to the Authority to pay the debt. When the debt is paid the district
is closed.
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How has Pocatello Development Authority done?

Since 1988 the Pocatello Development Authority has been involved with seventeen (17) tif districts.
Seven of the Districts have completed their mission and been dissolved. These include the Domsea
District, Gateway District, New Town District, Kress District, Varsity Square District, the Roosevelt
District, the East Center District and the Central Corridor District.

All of the dissolved districts, with the exception of the Domsea District and the East Center District,
were successful in that the increase in valuation due to improvements allowed for the payment of the
bonds issued to finance the improvements. The property taxes being paid due to the increased
valuation is now going to the other taxing districts in the area and lowering the tax levy to other
property tax payers. The Domsea district was the first district the City established and the increased
valuation was based on personal property not real property. The City put in new sewer lines and was
relying on property taxes paid on the increase valuation to reimburse itself. The business went bust,
the personal property disappeared and the City absorbed the cost of the new sewer line. The East
Center District was established to provide for infrastructure to a proposed medical building. The
project was abandoned when funding disappeared and the District was closed.

All of the dissolved districts financed construction of infrastructure including, sidewalks, curb gutter,
sewer upgrades, and/or waterline upgrades except the Kress District, which provided low income
rental housing through the remodeling of an existing building. The increase in valuation,
accomplished by the effective use of these tif districts, is in excess of $168 million.

On November 17, 2010 the Board passed Resolution No. 2010-3 recommending the Pocatello City
Council terminate the revenue allocation area provision of the Centrai Corridor District. The increased
valuation of the district was returned to the citizens and increased property valuation for general
property taxes by $83,004,784.

The remaining districts are the North Yellowstone District, the Naval Ordinance Plant District, the
North Portneuf District and the Airport District.

The North Yellowstone District provided $6 million in funding to renovate an area which now houses
several new businesses including Lowes, Costco, Bed, Bath and Beyond, and by estimates, will
generate enough property tax revenue to allow the Authority to retire its debt early. The added
incremental property valuation of this district is currently at $71,728,918.

The Naval Ordinance District is just coming on line. Current economic conditions have stalled the
development at the site, but the valuation has increased $12,874,081 with current renovations.

The North Portneuf District was formed in north west Pocatello in a 9 acre area along the Portneuf
river to provide revenue to pay for land acquisition, right of way purchase and road and bridge
construction associated with the construction of the $244 million Hoku polysilicon manufacturing plant.
Current tax collections are based on the value of the new electric power substation built on the site.
Depression of prices on the world market for polysilicon has made it unprofitable to operate the new
plant and owners are looking at their options.
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Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 9 through 12
and 26 through 27 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management'’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.

Our audits were conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Pocatello Development Authority's basic financial statements. The
accompanying supplementary schedules are not a required part of the basic financial statements.
The accompanying supplementary schedules have been subjected to the auditing procedures applied
in the audit of the basic financial statements and in our opinion are fairly stated in all material respects
in relation to the basic financial statements taken as a whole.

B o ey

Pocatello, Idaho
December 11, 2012

DEATON & COMPANY, CHARTERED



POCATELLO DEVELOPMENT AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

As management of the Pocatello Development Authority, we offer readers of the Pocatello Development
Authority's financial statements this narrative overview and analysis of the financial activities of the Pocatello
Development Authority for the year period ended September 30, 2012. All amounts, unless otherwise
indicated, are expressed in dollars.

FINANCIAL HIGHLIGHTS

Over the course of the 2012 fiscal year, Pocatello Development Authority’s total net assets increased by
$214,597.

At the end of the current year, committed fund balance for the General Fund was $377,140, or 832.3% of total
general fund expenditures.

The Pocatello Development Authority's total debt decreased by $260,000 during the year, a 3% reduction.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of four parts — management’s discussion and analysis (this section), the basic
financial statements, required supplementary information, and other supplementary information that presents
combining statements for the special revenue funds. The basic financial statements include two kinds of
statements that present different financial views of the Pocatello Development Authority.

The first two statements are government-wide financial statements that provide both long-term and short-term
information about Pocatello Development Authority’s overall financial status.

The remaining statements are fund financial statements that focus on individual parts of Pocatello
Development Authority’s reporting operation in more detail than the government-wide statements. The
governmental funds statements tell how general government services like special revenue projects were
financed in the short term as well as what remains for future spending.

The financial statements also include notes that explain some of the information in thé financial statements and
provide more detailed data. The statements are followed by a section of required supplementary information
that further explains and supports the information in the financial statements.

Government-wide Statements

The government-wide financial statements report information about the Pocatello Development Authority as a
whole using accounting methods similar to those used by private-sector companies. The statement of net
assets includes all of the government’s assets and liabilities. All of the current year's revenues and expenses
are accounted for in the statement of activities regardless of when cash is received or paid.
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POCATELLO DEVELOPMENT AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

Government-wide Statements - Continued
The two government-wide statements report the Pocatello Development Authority’s net assets and how they

have changed. Net assets, the difference between Pocatello Development Authority's assets and liabilities, is
one way to measure Pocatello Development Authority’s financial health or position.

To assess the overall health of the Pocatello Development Authority additional non-financial factors such as
changes in the tax increment financing districts and tax base need to be considered.

The government-wide financial statements of Pocatello Development Authority consist only of Government
activities. Property taxes and interest finance most of these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about Pocatello Development Authority’s most
significant funds. Funds are accounting devices that Pocatello Development Authority uses to keep track of
specific sources of funding and spending for particular purposes.

Some funds are required by bond covenants.

Pocatello Development Authority establishes other funds to control and manage money for particular purposes
or to show that it is properly using certain taxes.

Currently, Pocatello Development Authority has only governmental funds.

Governmental funds - The Pocatello Development Authority’s basic services are included in governmental
funds, which focus on (1) how cash and other financial assets that can readily be converted to cash flow in and
out and (2) the balances left at year-end that are available for spending. Consequently, the governmental
funds statements provide a detailed short-term view that helps the reader determine whether there are more
or fewer financial resources that can be spent in the near future to finance Pocatelio Development Authority’s
programs. Because this information does not encompass the additional long-term focus of the government-
wide statements, additional information is provided at the bottom of the governmental funds statement to
explain the relationship (or differences) between them.

FINANCIAL ANALYSIS OF POCATELLO DEVELOPMENT AUTHORITY
Government-wide Financial Statements
Net assets - Table A-1 summarizes net assets for the year

Table A-1 - Net assets
Governmental Activities

2012 2011 2010 2009
Cash $ 8275486 $ 7,075651 $ 5888288 $ 5,182,612
Other assets 461,927 1,709,516 1,682,619 1,686,916
Total assets 8,737,413 8,785,167 7,570,907 6,869,528
Long-term debt outstanding 6,890,000 7,150,000 8,305,000 8,305,000
Other liabilities 62,293 64,644 91,511 1,192,087
Total liabilities 6,952,293 7,214,644 8,396,511 9,497,087
Unrestricted (deficit) net assets (6,118,830) (5,031,590) (6,207,593) (2,742,836)
Restricted net assets 7,903,950 6,602,113 5,381,989 115,277
Total net assets $ 1785120 $ 1570523 $ (825,604) $ (2,627,559)

Net assets of Pocatello Development Authority's governmental activities increased $214,597.
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POCATELLO DEVELOPMENT AUTHORITY

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED SEPTEMBER 30, 2012

Government-wide Financial Statements - continued
Change in net assets - Table A-2 summarizes changes in net assets for the year.
Table A-2 - Change in net assets

Governmental Activities

2012 2011 2010 2009
Revenues $ 1,470,804 $ 3,033,394 $ 2722382 $ 2,911,139
Expenses 1,256,207 637,267 920,427 193,483
Change in net assets 214,597 2,396,127 1,801,955 979,656
Beginning net assets 1,570,523 (825,604) (2,627,559)  (3,607,215)
Ending net assets $ 1785120 $ 1570523 $ (825.604) $ (2,627,559)

The Pocatello Development Authority's total revenues decreased by $1,562,590 over 2011 operations and
expenses increased $618,940. The majority of the Pocatello Development Authority's revenues comes from
property taxes. The majority of expenses were for project payments ($820,466).

Governmental Activities

Fund balances in Governmental Funds increased by $1,191,893. The increase was primarily due to payment
of notes due of $1,200,000.

General Fund

Administrative expenses totaled $7,555 in the general fund or 539% of total revenues and consisted of the
following:

General Fund

2012 2011 2010 2009
Audit $ 3,900 § 3,800 $ 3,830 % 3,916
Commissioner meetings 1,155 1,474 1,154 1,201
Professional services 2,500 - - -
$ 7555 § 5274 $ 4984 § 5117

Special Revenue Funds

Administrative expenses (professional services) totaled $4,200 in the special revenue fund or .28% of total
special revenue fund revenues and consisted of the following:

Special Revenue Funds

2012 2011 2010 2009
General Fund service charge $ - $ - $ 16,318 $ -
Legal fees - 663 - -
Arbitrage report fees 4,200 8,235 5,900 9,910
Bank charges - 4,956 - -

$ 4200 _$ 13,854 _§ 22218 _$ 9,910
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POCATELLO DEVELOPMENT AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS 1
FOR THE YEAR ENDED SEPTEMBER 30, 2012

Budgetary Highlights

The 2012 budget was not amended during the year. Actual expenditures were under budgeted expenditures by
$9,817,203.

The Pocatello Development Authority had $6,890,000. in bonds outstanding at year end.
CONTACTING THE POCATELLO DEVELOPMENT AUTHORITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide users with a general overview of the Pocatello Development
Authority’s finances and to demonstrate the Pocatello Development Authority’s accountability for revenues and
expenses. For questions about this report or if additional financial information is needed, contact Pocatello
Development Authority, 911 North 7th Avenue, Pocatello, Idaho 83201.
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POCATELLO DEVELOPMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS

NOTE 4 - Detailed Notes on all Funds (Continued)

C. Long-term Debt

1. PDA has issued bonds to provide funds for urban renewal. Terms and maturities on notes are as follows:

North Yellowstone
2004 - 5.50% to 6.00%

Year Principal Interest
2013 - Current portion $ 275000 $ 405,750
2014 290,000 390,625
2015 305,000 374,675
2016 320,000 357,900
2017 340,000 340,300
2018-2022 2,015,000 1,379,700
2023-2026 2,705,000 697,500
2027 640,000 38,400

$ 6890000 _$ 3984850

2. Changes in Long-term Liabilities

During the year, the following changes occurred related to bonds payable:

Beginning Ending Current
Balance Additions Reductions Balance Portion
North Yellowstone $ 7,150,000 $ - % 260,000 $ 6,890,000 $ 275,000

D. Unamortized bond issuance costs

During the year, the following changes occurred related to bond issuance costs

Beginning balance - unamortized bond issuance costs $ 108,357

Amortization of issuance costs (6,288)

Ending balance - unamortized bond issuance costs $ 102,089
E. Grants

Pocatello Development Authority has provided grants to business wanting to locate in Pocatello, idaho.
These grants contain conditions requiring the grantee to perform specified conditions to receive the grant
awards. The grantee is required to repay the grant if the conditions of the grant are not met.

F. Restricted Assets

The North Yellowstone District has $681,900 in cash asset restricted for future revenue bond payments.
These are external third party restrictions by covenant.

The net assets of special revenue funds are restricted by state taw to pay for expenditures of Tax Increment
Financing Districts. The Districts are established by ordinances passed by the City. The ordinance
establishing the District define types of construction, bonded debt, administrative costs, and collected taxes
to be refunded to the taxing districts from which they were derived.
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POCATELLO DEVELOPMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS

NOTE 4 - Detailed Notes on all Funds (Continued)

F. Restricted Assets- (continued)

The restricted net asset amounts at year end are as follows:

Consolidated Corridor District Fund $ 4,684,548
North Yellowstone District 2,592,864
Naval Ordinance District 415,635
North Portneuf District 210,903

$ 7,903,950

G. Committed Assets

The Pocatello Development Authority's Board of Directors have made written commitments to fund projects
when funds become available in the General Fund. As of September 30, 2012, the commitments exceeded
the fund balance in the General Fund.

H. Prior Period Adjustment

During the year, the Authority found that interest had been accrued in the North Yellowstone District
governmental fund on bonded debt in the prior year. Under the modified accural basis of accounting this is
an incorrect application. This adjustment had no effect on the Government Wide statements but it increased
North Yellowstone District Fund beginning balance in the statement of revenues, expenditures and changes
in fund balance as follows:

Beginning fund balance $7,024,552
Bonded debt interest accrued in error 64,644
Adjusted beginning fund balance $7,089,196

NOTE 5 - Other Information

A. Contingent Liabilities

The majority of the revenue collected by PDA is derived from tax increment financing. Tax increment
financing is a method of segregating a portion of the property taxes paid on properties within an urban
renewal district to fund improvements for which the district was formed. This is accomplished by freezing the
market value of property within the district.

A contingent liability exists when the market value increase in the district is not large enough to fund any debt
incurred by the district to finance the improvements within the district.

The City of Pocatello has spent $1,306,642 to acquire land and right of way access for the Hoku plant being
built in the North Portneuf District. In the event that the operation becomes successful and generates
revenues sufficient to pay property taxes in an amount that allows for a Bond to be issued to pay for
infrastructure, the district has agreed to repay the City for its purchases.
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POCATELLO DEVELOPMENT AUTHORITY
NOTES TO FINANCIAL STATEMENTS

NOTE 6 - Subsequent Events

Subsequent events are events or transactions that occur after the balance sheet date but before the financial
statements are available to be issued. The Pocatello Development Authority recognizes in the financial
statements the effects of all subsequent events that provide additional evidence about conditions that existed
at the date of the balance sheet, including the estimates inherent in the process of preparing the financial
statements.

In October of 2012, at the monthly board meeting the board authorized staff to coordinate the refinancing of
the bonded debt on the North Yellowstone District. It also directed staff to contribute $1,000,000 in excess
cash held in the North Yellowstone District trust to pay down the debt to be refinanced. As of December
11,2012, no information was available on the refunding other than Moody's rating service declined to rate the
new refunding issue. The board expects that Moody's actions will increase the interest the District will have to
pay on the refinancing issue, but still expects lower interest rate and a shorter term on the refinancing.

Subsequent events were evaluated up to December 11, 2012, the date the financial statements were
available to be issued.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Pocatello Development Authority’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, Board of Commissioners,
and federal awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

M@W

Pocatello, Idaho
December 11, 2012

DEATON & COMPANY, CHARTERED





