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March 28, 2005

Honorable Mayor, Members of the City Council
and Citizens
City of Waterloo, lowa

The Comprehensive Annual Financial Report of the City of Waterloo, lowa (the “City”)
for the fiscal year ended June 30, 2004 is submitted herewith in accordance with the
provisions of Chapter 11 of the Code of lowa. This report represents the eighth
consecutive year that our financial statements are presented in accordance with generally
accepted accounting principles and the second time that it is presented in accordance with
Government Accounting Standard # 34. This standard results in a different presentation
of the City’s financial information. This report is published to provide the Mayor, City
Council, financial institutions and our citizens detailed information concerning the
financial condition of the City of Waterloo.

Responsibility for both the accuracy of the presented data and the completeness and
fairness of the presentation, 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 the maximum understanding of the City’s financial activity
have been included.

To facilitate the understanding of the City’s financial affairs, this report is organized into
four sections: introductory, financial, statistical and financial assistance compliance. The
introductory section, which is unaudited, includes the table of contents, this transmittal
letter, a listing of principal City officials and the City’s organizational chart. The
financial section includes the independent auditors’ report, management’s discussion and
analysis, and the basic financial statements together with accompanying notes, required
supplementary information including the budgetary comparison schedules and other
supplementary information including combining statements for nonmajor funds and
schedules that provide detailed information relative to the basic financial statements. The
statistical section, which is also unaudited, contains comprehensive statistical data that is
intended to provide a broader and more complete understanding of the financial and
economic trends of the City, generally presented on a multi-year basis. The financial
assistance section includes schedules of federal financial assistance received and
expended in addition to schedules detailing compliance with laws and regulations.

Chapter 11 of the Code of lowa requires an annual audit of the financial condition and
transactions of the City. The City is also required to undergo an annual single audit in



conformity with the U.S. Office of Management and Budget (OMB) Circular A-133,
“Audits of States, Local Governments, and Nonprofit Organizations.” The required audit
was performed by Hogan-Hansen, P.C., Certified Public Accountants and Consultants for
the fiscal year ended June 30, 2004.

THE CITY’S BACKGROUND AND SERVICES

Waterloo is the fifth largest city in the state of lowa, with a 2000 census of 68,747. The
City was incorporated in 1868 and is the county seat of Black Hawk County. The City
operates under a Mayor — Council form of government, with the mayor as the elected
chief executive. The City Council is comprised of seven members, of which five are
elected from five wards and two members are elected at-large. The Mayor is elected to
two-year terms, and the City Council members are elected to four-year staggered terms.

The City is organized into 20 operating departments, the activities of which are directed
by the Mayor. The public services provided by the employees of the City include police,
fire, library, leisure services including parks and recreation, cultural and arts, human
rights, street maintenance and engineering services. The City also performs solid waste
collection, waste water treatment, community planning, community development,
housing assistance, building inspections, airport operations, motor pool maintenance
services and traffic safety operations. In addition to the human resources and
management information systems departments, the city attorney, city clerk and chief
financial officer and their respective departments perform various administrative
functions.

The Waterloo Water Works is operated as an independent component unit of the City,
and therefore, transactions of the Water Works are required to be included in this report.
The Waterloo Community School District and the Metropolitan Transit Authority do not
meet the established criteria for component entities of the City and are therefore not
included in this report.

MAJOR INITIATIVES AND PROJECTS
» Cedar Valley Riverfront Renaissance

A major project identified as the Cedar Valley Riverfront Renaissance Plan is
currently in the planning and development phase. This project will draw the
community together around the Cedar River, one of the area’s most valuable
natural resources, re-establish a strong center for downtown, help recruit
significant new business, expand tourism and improve the use of existing
facilities. It includes the following projects, among others:

Cedar River Plaza

Riverwalk Loop

Cedar River Dam Improvements

Grout Museum Addition

East Side Ministerial Alliance Community Center

Youth Pavilion at Waterloo Culture & Art Center
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The Riverfront Renaissance project will be funded using distributions from the
Black Hawk County Solid Waste Commission in addition to funds received from
the Vision lowa program. The first three projects listed above have been
approved to receive $7.3 million from the Vision lowa program. As a part of that
award, the City also participated in funding the construction of the East Side
Ministerial Alliance Community Center. Black Hawk County and the cities of
Cedar Falls, Evansdale and Waterloo presented a combined application to the
Vision lowa Program. The communities received a total award of $9.5 million,
which will result in a total investment of more than $35 million in these
communities. The City’s award under the Vision lowa program had been
contested legally, however; this situation was resolved in the City’s favor. The
City of Waterloo Culture and Art Center plans a $3 million Youth Pavilion
addition for which construction is expected to be underway in 2005.

Airport

Terminal renovations at the airport are complete. The renovations resulted in an
investment of $5.5 million in the airport facility. The Federal Aviation
Administration has awarded grants totaling $2.125 million toward the total
project.

Former Rath Packing and John Deere Brownfields Pilot Area

The City of Waterloo has secured nearly $4.5 million in funding to be used to
revitalize the former Rath Packing and John Deere Brownfields area. These funds
are being used for a variety of projects, such as the replacement of the Eighteenth
Street Bridge, a study of the hydrology of the Cedar River, and the acquisition and
redevelopment of property along the riverfront and throughout the Brownfields
area in addition to the investigation and associated risk assessment of perceived
environmental impairments in the Brownfields Pilot Area.

A $1 million pilot grant from the Environmental Protection Agency (EPA) to
establish a Brownfields Cleanup Revolving Loan Fund (BCRLF) has also been
awarded to the City. This BCRLF award is a major component of the EPA’s
Brownfields Economic Redevelopment Initiative and will enable the City to make
low interest loans to facilitate the cleanup and redevelopment of Brownfields
properties.

WasteWater Treatment Plant
The City has completed a large portion of the improvements required to the
wastewater treatment facilities involving nearly $67 million in federal and city

funding. Final completion of this project is scheduled for the second quarter of
fiscal 2006.



» Street Improvements

Waterloo continues to upgrade its street system with the substantial program of
reconstruction, overlays and long-term repairs funded with more than $7 million
in annual local option sales tax collections. The one cent local option tax was
recently renewed by the taxpayers for another five years, to be used for street
repairs and improvements.

» Recreational facilities

The City is continuing to develop its extensive system of bike trails, which are
being connected to countywide and regional trail networks. A new recreational
area for all-terrain vehicle trails has been developed in the Riverview
neighborhood. Expanded lake fishing facilities are being constructed.

ECONOMIC OUTLOOK

The outlook of the economy of Waterloo and the Cedar Valley area remains positive with
continued growth and strong commercial and industrial activity. Building permit
valuation of $102.8 million for all construction in Waterloo continued at a pace greater
than the previous decade. The median sales price for homes in the Waterloo-Cedar Falls
area has increased by 70% since 1995 (an annual average rate of 7%), appreciating from
$56,500 to $96,000 as of 2004. Retail sales have also increased steadily by an annual
average rate of approximately 2.7% in Waterloo during the past ten years. Retail sales in
1995 totaled $752 million and had reached $954 million during the fiscal year ended June
30, 2004. The 2000 census reflected population growth of 3.4% from 1990. Although
Waterloo has not returned to the population levels of the seventies, this increase is
significant as it indicates a change in trend from a declining population to a growing
population.

Overall city tax base growth remains moderate at an average annual level of
approximately 3.3% for the last five years. John Deere and Company continues to play a
major role in the local economy. Deere remains the city’s largest employer and one of
the largest taxpayers, currently accounting for about 7.8% of total county employment
and about 0.6% of total taxable property values. Deere’s staff levels have remained
relatively constant despite the current problems in the U.S. agriculture sector. While the
city’s average unemployment level of 5.7% remains above the state level of 4.4%, overall
annual city employment growth has improved this city ratio substantially from a peak of
7.6% in the early 1990s. The City’s unemployment rate remains below the national level
of 5.5%.

In December 2000, John Deere announced that it would spend $127 million to upgrade
its downtown and East Donald Street manufacturing facilities over the next four years.
John Deere has informed the City that it also plans to upgrade all of its Waterloo



operations: the Engine Works; the Product Engineering Center, where much of the
Company’s research and development occurs; and the Waterloo Foundry, which has
already seen the addition of $20 million in redevelopment. John Deere projects that such
investment may exceed $500 million by 2010. John Deere has hired nearly 2,000 people
since 2000 under the redevelopment plan, both in new positions and replacing retirees.

The outlook remains positive for the continuation of these upward trends based upon the
redevelopment that will occur with the Riverfront Renaissance projects, John Deere’s
investment in the community and the success in the Mid Port America Industrial Park and
the Northeast Industrial Park. Waterloo was listed as the fifth highest job growth in the
United States by the Bureau of Labor Statistics at the October level of 76,700. The
construction of a large distribution facility at the Northeast Industrial Park will add a
complex estimated to be valued at nearly $18 million and employ over 200 persons.
Major commercial expansions in the southern sector of the City, as well as in the new
Technology Park, are strong indications of continued business interest in Waterloo. A
locally owned company has announced the construction of a 20,000 square foot facility
and the plan to hire over 240 new associates The completion of a new corporate
headquarters complex in the downtown has stimulated significant additional interest in
development activities in the central business district. The Cedar Valley TechWorks has
received a $3,200,000 from the lowa Values Fund to develop companies for the new
economy.

The long term commercial and industrial viability of the Waterloo and Cedar Falls area is
anticipated to improve with the completion in the next few years of two four-lane
highway corridors passing through the City with the “Avenue of the Saints” running
north to St. Paul from St. Louis, and US Highway 20 running from Chicago to Interstate
35 and programmed to continue west to Interstate 29 at Sioux City. In addition, the City
is undertaking a project to study the reconstruction of Highway 63 through downtown
Waterloo. This has resulted in the appropriation of $2,500,000 to complete the design and
initiate construction. The primary goals of this project are to correct the highway’s
current negative impact on adjacent low income and minority-populated communities,
improve traffic operations and capacity and encourage private sector development along
this corridor.

FINANCIAL MANAGEMENT INFORMATION

Internal Controls - City management is responsible for establishing and maintaining
internal controls designed to ensure that the assets of the City are protected from loss,
theft or misuse and to ensure that adequate accounting data is compiled to allow for the
preparation of financial statements in conformity with generally accepted accounting
principles. Internal control is designed to provide reasonable, but not absolute assurance
that those objectives are met. The concept of reasonable assurance recognizes that: (1) the
cost of a control should not exceed the benefits likely to be derived; and (2) the valuation
of costs and benefits requires estimates and judgments by management.

Budgetary Controls - The City’s management staff is responsible and is actively involved
in the financial planning and management of the City for both short-term daily operations
and long-range strategic planning. The objective of established budgetary controls is to



ensure compliance with legal provisions embodied in the annual appropriated budget
approved by the City Council, as well as the budget control procedures mandated by the
State of lowa for the prevention of spending that would lead to negative fund balance.

Budgetary control is exercised at two levels in compliance with both the requirements of
the Code of lowa and the City Council’s adopted policies. Management control polices
adopted by the City Council require that departmental and activity budgets comply with
line-item appropriations. Amendments exceeding de minimus guidelines require the
specific approval of the City Council Finance Committee. The adopted policies also
require all expenditures exceeding $1,000 to be pre-authorized by the City Council
Finance Committee, which reviews those items for budget availability and compliance

with procurement procedures.

Long-term financial and capital improvement planning are crucial strategic functions of
the City. The City’s management staff, coordinated by the Planning Department, prepares
and presents the five-year Capital Improvement Program (CIP) to the Mayor and City
Council for their review and approval annually. The CIP outlines the City’s planned
schedule of capital project construction over the next five-year cycle. The CIP provides
an analysis of the financial funding impact and capital debt impact of the planned

construction project program.

General Government Financial Analysis - A financial analysis of the general
governmental functions for the fiscal year ended June 30, 2004 follows. Included in this
analysis are the revenues and expenditures of the General Fund, Special Revenue Funds,
Debt Service Fund and Capital Projects Funds for the fiscal years ended June 30, 2004
and 2003 as well as percentage changes between the two years.

Revenues are presented by classification. Total governmental revenues of $73,673,155
for the year ended June 30, 2004 represent an increase of approximately $3.2 million

from the previous fiscal year.

Revenue Sources

Property taxes

Other city taxes

Licenses and permits

Use of money and property
Intergovernmental

Charges for services
Interfund charges for service

Special assessments/
Miscellaneous

Total Revenue

Revenue
June 30, 2004

$31,726,881
9,187,463
1,151,715
733,879
19,963,676
5,791,181
2,671,780

2,446,580
$73,673,155

Revenue
June 30, 2003

$28,916,809
10,299,221
988,352
1,266,266
18,779,334
5,236,433
2,645,250

2,296,537
$70,428,202

Percentage
Increase (Decrease)
From June 30, 2003

9.7%
(10.8)
16.5
(42.0)
6.3
10.6
1.0

6.5
4.6%
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Property taxes increased due to a tax levy increase adopted by the City Council.
Intergovernmental revenues increased primarily due to additional grant revenues received
from the Department of Housing and Urban Development.

The following schedule presents the expenditures reported by program budget category
for the General Fund, Special Revenue Funds, Debt Service Fund and Capital Projects
Funds as determined using the modified accrual basis of accounting for the fiscal year
ended June 30, 2004.

Percentage
Expenditures Expenditures Increase (Decrease)

Expenditures June 30, 2004 June 30, 2003 From June 30, 2003
Public safety $20,081,214 $19,393,834 3.5%
Public works 17,121,845 18,719,419 (8.5)
Health and social services 517,555 510,114 15
Culture and recreation 6,506,123 5,987,808 8.7
Community and economic

development 11,966,597 10,257,455 16.7
General government 3,501,031 3,310,503 5.7
Debt service 8,896,219 9,286,922 (4.2)
Capital projects 7,820,334 5,289,432 47.8
Total Expenditures $76,410,918 $72,755,487 5.0%

DEBT ADMINISTRATION

The City issued general obligation bonds June 3, 2004 in a par amount of $13,570,000 to
finance capital improvements for various city projects. A portion of the bond issue,
$2,635,000, was used to refund the Series 1996 general obligation bonds. The City
received a general obligation bond rating of A2 from Moody’s Investors Service, Inc. for
this issue.

As discussed further on page 13 of Management’s Discussion and Analysis, the City’s
total outstanding general obligation debt is well below the limit provided for in by the
Constitution of the State of lowa.

CASH MANAGEMENT

The City’s investment policy incorporates the traditional public finance criteria of
“safety, liquidity and yield — in that order.” Investments must also satisfy the criteria
mandated by the State of lowa. Accordingly, City funds are invested in deposits and
depository investments insured up to $100,000 by the Federal Depository Insurance
Corporation and protected by the State of lowa Sinking Fund for uninsured public funds
in accordance with the requirements of Chapter 12b of the Code of lowa.

vii
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Independent Auditor’'s Report

To the Honorable Mayor and
Members of the City Council
City of Waterloo, lowa

We have audited the accompanying financial statements of the governmental activities, business-type
activities, each major fund and the aggregate remaining fund information of the City of Waterloo, lowa, at
and for the year ended June 30, 2004, which collectively comprise the City's basic financial statements,
as listed in the Table of Contents. These financial statements are the responsibility of the City's
management. Our responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America, Chapter 11 of the Code of lowa and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards and provisions require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes consideration
of internal control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the City's
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

In our 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 City of Waterloo, lowa, at June 30, 2004, and the
respective changes in financial position and cash flows, where applicable, thereof for the year then ended
in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated January 25,
2005 on our consideration of the City of Waterloo, lowa's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts and grants. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and should be
read in conjunction with this report in considering the results of our audit.




To the Honorable Mayor and
Members of the City Council

City of Waterloo, lowa

Page 2

Management's Discussion and Analysis and budgetary comparison information on pages 3 through 14
and 57 through 59 are not required parts of the basic financial statements, but are supplementary
information required by the Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Waterloo, lowa's basic financial statements. The accompanying supplemental data
on pages 60 through 87, 103 through 107, 114 and 115 is presented for purposes of additional analysis
and is not a required part of the financial statements of the City of Waterloo, lowa. Such information has
been subjected to the auditing procedures applied in the audit of the financial statements and, in our
opinion, is fairly presented in all material respects in relation to the aforementioned financial statements
taken as a whole. Information included in the statistical section (pages 88 through 98) has not been
audited by us and we express no opinion or provide any other assurance on it.

)4L064'N - #A/Aréﬂ
HOGAN - HANSEN

Waterloo, lowa
January 25, 2005



Management’s Discussion and Analysis

As management of the City of Waterloo, we offer readers of the City of Waterloo’s
financial statements this narrative overview and analysis of the financial activities of the
City of Waterloo for the fiscal year ended June 30, 2004. We encourage readers to
consider the information presented here in conjunction with additional information that we
have furnished in our letter of transmittal, which can be found at pages i-viii of this report.

Financial Highlights

e The assets of the City of Waterloo exceeded its liabilities at the close of the most
recent fiscal year by $146,836,388 (net assets). Of this amount, $10,349,902
(unrestricted net assets) may be used to meet the government’s ongoing
obligations to citizens and creditors.

e The government’s total net assets increased by $17,436,254.

e As of the close of this current fiscal year, the City of Waterloo’s governmental
funds reported combined ending fund balances of $30,719,671, an increase of
$7,966,466 in comparison with the prior year. Approximately 85.6% of this total
amount, $26,294,233, is available for spending at the government’s discretion
(unreserved undesignated fund balance).

e At the end of the current fiscal year, unreserved undesignated fund balance for the
General Fund was $3,783,989, or 12% of total General Fund expenditures.

e The City of Waterloo’s total debt decreased by $2,469,208 (2.6%) during the
current fiscal year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of
Waterloo’s basic financial statements. The City of Waterloo’s basic financial statements
are comprised of three components: (1) government-wide financial statements, (2) fund
financial statements, and (3) notes to the financial statements. This report also contains
other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of the City of Waterloo’s finances in a
manner similar to a private-sector business.

The statement of net assets presents information on all of the City of Waterloo’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 City of Waterloo is improving or deteriorating.

The statement of activities presents information showing how the government’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of related



cash flows. Thus, revenues and expenses are reported in this statement for some items that
will only result in cash flows in future fiscal periods (e.g., uncollected taxes and earned
but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of
Waterloo that are principally supported by taxes and intergovernmental revenues
(governmental activities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business-type activities).
The governmental activities of the City of Waterloo include public safety, public works,
health and social services, culture and recreation, community and economic development
and general government. The business-type activities of the City of Waterloo include the
sanitary sewer system, the solid waste system and the water utility, which is operated as a
separate component unit of the City. For detailed information about the water utility,
please see their separate audited financial statements.

The government-wide financial statements include only the City of Waterloo itself
(known as the primary government) and its component unit, the Waterloo Water Works.
The Waterloo Community School District and the Metropolitan Transit Authority provide
services to the citizens of Waterloo but do not meet established criteria as component
units of the City and thus are not included in this report.

Fund financial statements. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The City of Waterloo, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements.
All of the funds of the City of Waterloo can be divided into three categories:
governmental funds, proprietary funds and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information
may be useful in evaluating a government’s near-term financial requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures and changes
in fund balances provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The City of Waterloo maintains 20 individual governmental funds. Information is
presented separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures and changes in fund balances for the General Fund,
Employee Benefits Fund, Local Option Tax Fund and General Obligation Debt Service
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Fund, all of which are considered to be major funds. Data from the other 16 governmental
funds are combined into a single, aggregated presentation. Individual fund data for each of
these nonmajor governmental funds is provided in the form of combining statements
elsewhere in this report.

Proprietary funds. The City of Waterloo maintains two proprietary funds, which are
used to report the same functions presented as business-type activities in the government-
wide financial statements. Proprietary funds provide the same type of information as the
government-wide financial statements, only in more detail. The proprietary fund financial
statements provide separate information for the sanitary sewer fund and the sanitation
fund. The sanitary sewer fund is considered to be a major fund of the City of Waterloo.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the government. Fiduciary funds are not reflected in the government-wide
financial statements because the resources of those funds are not available to support the
City of Waterloo’s own programs. The accounting used for fiduciary funds is much like
that used for proprietary funds. The City maintains one fiduciary fund defined as an
agency fund to reflect activity for lowa Department of Economic Development
Community Economic Betterment Accounts (CEBA) loans and grants. Total assets held
in this fund at June 30, 2004 were $170,300.

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

Other information. The City’s budgetary comparison schedule is presented as required
supplementary information immediately following the notes to the financial statements.
The combining statements referred to earlier in connection with nonmajor governmental
funds are presented immediately following the required supplementary information.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s
financial position. In the case of the City of Waterloo, assets exceeded liabilities by
$146,836,388 at the close of the fiscal year ended June 30, 2004.

By far the largest portion of the City of Waterloo’s net assets (70%) reflects its investment
in capital assets (e.g., land, buildings and improvements, infrastructure and vehicles and
equipment), less any related debt used to acquire those assets that is still outstanding. The
City of Waterloo uses these capital assets to provide services to citizens; consequently,
these assets are not available for future spending. Although the City of Waterloo’s
investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.



Statement of Net Assets

A condensed version of the Statement of Net Assets as of June 30, 2004 and 2003 follows:

City of Waterloo Net Assets

Governmental Activities Business-Type Activities Total

2004 2003 2004 2003 2004 2003
Assets
Current and
other assets $ 73,435,803 $ 63,215,962 $ 13,150,417 $ 11,998,178 $ 86,586,220 $ 75,214,140
Capital assets 107,904,170 98,004,580 88,921,903 89,707,556 196,826,073 187,712,136
Total Assets $ 181,339,973 $ 161,220,542 $ 102,072,320 $ 101,705,734 $ 283,412,293 $ 262,926,276
Liabilities
Current liabilities $ 45,225,839 $ 43,020,261 $ 3,704,021 $ 3,666,604 $ 48,929,860 $ 46,686,865
Long-term
liabilities 56,889,585 53,123,724 30,756,460 32,308,262 87,646,045 85,431,986

Total Liabilities $ 102115424 $ 96,143,985 $ 34,460,481 $ 35.974.866 $ 136,575,905 $ 132,118,851

Net Assets
Invested in capital
assets, net of

related debt $ 46,671,542 $ 40,960,660 $ 55,900,582 $ 55,430,659 $ 102,572,124 $ 96,391,319
Restricted 27,827,667 20,983,272 6,086,695 5,417,860 33,914,362 26,401,132
Unrestricted 4,725,340 3,132,625 5,624,562 4,882,349 10,349,902 8,014,974

Total Net Assets  § 79,224,549 § 65,076,557 $ 67,611,839 $ 65,730,868 $ 146,836,388 $ 130,807,425

$33,914,362 of the City of Waterloo’s net assets (23.1%) represents resources that are
subject to external restrictions on how they may be used. The remaining balance of
unrestricted net assets ($10,349,902) may be used to meet the government’s ongoing
obligations to citizens and creditors.

At the end of the current fiscal year, the City of Waterloo is able to report positive
balances in all three categories of net assets for the government as a whole, as well as for
its separate governmental and business-type activities. The same situation held true for the
prior fiscal year.

The City’s total net assets increased by $16,028,963 during the current fiscal year. The
governmental-type activities increased by $14,147,992. This increase was related to the
net effect of capital asset transactions. See page 23 for a reconciliation of this increase.
The total business-type activities’ net assets increased by $1,880,971. This increase was
mainly attributable to the City’s investment in capital assets during the fiscal year.



Statement of Activities

A condensed version of the Statement of Activities as of June 30, 2004 and 2003 follows:

City of Waterloo Governmental and Business-Type Activities

Governmental Activities Business-Type Activities Total
2004 2003 2004 2003 2004 2003

Revenue
Program Revenues

Charges for

services $ 5011504 $ 5841,769 $ 12,658,065 $ 12,042,002 $ 17,669,569 $ 17,883,771
Indirect allocations 1,426,067 1,412,750 (1,426,067)  (1,412,750) — —
Operating grants

and contributions 16,531,573 14,395,839 274,988 — 16,806,561 14,395,839
Capital grants and

contributions 4,548,472 2,707,872 483,456 364,413 5,031,928 3,072,285
General Revenues

Property taxes 31,692,923 28,685,933 — — 31,692,923 28,685,933
Other taxes 9,725,075 10,299,221 — — 9,725,075 10,299,221
Other 3,852,041 5,278,415 44,264 90,658 3,896,305 5,369,073
Total Revenue 72,787,655 68,621,799 12,034,706 11,084,323 84,822,361 79,706,122
Expenses

Public safety 20,214,741 19,924,337 — — 20,214,741 19,924,337
Public works 14,281,994 8,308,545 — — 14,281,994 8,308,545
Health and social

services 514,033 513,478 — — 514,033 513,478
Culture and

recreation 6,711,952 7,446,469 — — 6,711,952 7,446,469
Community and

economic

development 10,944,399 10,467,412 — — 10,944,399 10,467,412
General government 3,574,962 3,528,784 — — 3,574,962 3,528,784
Interest on long-term

debt 2,410,195 2,757,830 — — 2,410,195 2,757,830
Sanitary sewer — — 7,958,899 7,516,312 7,958,899 7,516,312
Sanitation — — 2,182,223 2,133,517 2,182,223 2,133,517
Total Expenses 58,652,276 52,946,855 10,141,122 9,649,829 68,793,398 62,596,684
Increase in Net Assets

Before Transfers 14,135,379 15,674,944 1,893,584 1,434,494 16,028,963 17,109,438
Transfers 12,613 73,391 (12,613) (73,391) — —
Increase in

Net Assets 14,147,992 15,748,335 1,880,971 1,361,103 16,028,963 17,109,438
Beginning Net

Assets, as restated 65,076,557 48,195,919 65,730,868 64,094,777 130,807,425 112,290,696

Total governmental activities’ revenue for the fiscal year was $72,787,655. The largest
single revenue source for the City was property taxes of $31,692,923. Property taxes
increased by $3,006,990 (10.5%) during the year. This increase is a result of a
combination of factors, including a 13.2% increase in the assessed value of property, a

9.8% increase in the taxable value of property, and a 0.63% decrease in the levy rate.



Certain revenues are generated that are specific to governmental program activities. These
totaled $27,517,616 during the fiscal year ended June 30, 2004. The graph below
illustrates the comparison between the expenditures by governmental activity type and the
revenues generated that are specific to those activities.

Expenses and Program Revenues — Governmental Activities
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The graph below shows the percentage of the total governmental revenues allocated by
each revenue type.
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Total business-type activities’ revenue for the fiscal year was $12,034,706. All of this
revenue was generated for specific business-type activity expenses. The graph below
shows a comparison between the business-type activity expenditures and program
revenues.

Expenses and Program Revenues — Business-type Activities
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The graph below shows the breakdown of revenues by source for the business-type
activities.
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Business-type activities. Business-type activities increased the City of Waterloo’s net
assets by $1,880,971, accounting for 11.7% of the growth in the government’s net assets.
This increase was due primarily to the generation of operating revenue to retire debt
incurred for sewer plant construction.



Financial Analysis of the Government’s Funds

As noted earlier, the City of Waterloo uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental funds. The focus of the City of Waterloo’s governmental funds is to
provide information on near-term inflows, outflows and balances of spendable resources.
Such information is useful in assessing the City of Waterloo’s financing requirements. In
particular, unreserved fund balance may serve as a useful measure of a government’s net
resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the City of Waterloo’s governmental funds
reported combined ending fund balances of $30,719,671, an increase of $7,966,466 in
comparison with the prior year. Fund balance in the amount of $2,258,735 is not available
for new spending because it has already been committed for a variety of restricted
purposes. Approximately 92.6% of total fund balance ($28,460,936) constitutes
unreserved fund balance, which is available for spending at the government’s discretion.
$2,166,703 of the unreserved fund balance ($28,460,936) has been designated by the City
Council for specified purposes, leaving $26,294,233 in uncommitted funds.

The General Fund is the chief operating fund of the City of Waterloo. At the end of the
current fiscal year, unreserved fund balance of the General Fund was $3,783,989, while
total fund balance was $8,057,378. As a measure of the General Funds’ liquidity, it may
be useful to compare both unreserved fund balance and total fund balance to total fund
expenditures. Unreserved fund balance represents 12% of total General Fund
expenditures, while total fund balance represents 25.6% of that same amount.

The fund balance of the City of Waterloo’s General Fund increased by $2,239,696 during
the current fiscal year. Key elements of this increase are the receipt of an equity
distribution from the Black Hawk County Solid Waste Commission not yet spent in the
net amount of $792,875. In addition, expenses incurred by the police department were
under budget by approximately $319,000 and insurance policy deductible payments were
$229,000 less than budgeted. Several entities with loans from the City decided to
refinance them with commercial financial institutions due to the low rate environment,
accounting for $321,000 in additional fund balance. The remaining balance arose from
various other departments who spent less than the amount budgeted for their department
or who received more revenue than that budgeted.

The Employee Benefits Fund has a total fund balance of $273,981. The net increase in
fund balance during the current year was $77,555, a result of lower general fund employee
benefits costs due to employee turnover.

The Local Option Tax Fund net assets increased by $1,263,953 during the current year to
a total fund balance of $5,261,841, due primarily to the receipt of higher than anticipated
revenue. A substantial portion of this balance will be used to satisfy outstanding
construction contract commitments of $4,019,982.

The Debt Service Fund has a total fund balance of $741,599. The net increase in fund

balance during the current year in the Debt Service Fund was $243,268. This increase is
primarily a result of lower required interest payments due to refunding bond issues.
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Proprietary funds. The City of Waterloo’s proprietary funds provide the same type of
information found in the government-wide financial statements, but in more detail.

Unrestricted net assets of the sanitary sewer fund at the end of the year were $3,672,808.
Other factors concerning the finances of the sanitary sewer fund have already been
addressed in the discussion of the City of Waterloo’s business-type activities.

Budgetary Highlights

In accordance with the Code of lowa, the City Council annually adopts a budget on the
modified cash basis following required public notice and hearing for all funds except
fiduciary funds. The annual budget may be amended during the year utilizing similar
statutorily prescribed procedures.

Formal and legal budgetary control is based upon ten major classes of disbursements
known as functions, not by fund or fund type. These ten functions are: public safety,
public works, health and social services, culture and recreation, community and economic
development, general government, debt service, capital projects, business-type and non-
program. Function disbursements required to be budgeted include disbursements for the
general fund, special revenue funds, debt service fund, capital projects funds and
permanent funds. Although the budget document presents function disbursements by fund,
the legal level of control is at the aggregated function level, not at the fund or fund type
level. These budget amendments are reflected in the final budgeted amounts.

Differences between the original budget and the final amended budget for the City of
Waterloo can be summarized as follows:

. The total original revenue budget of $98,389,059 was increased to
$145,137,438 (an increase of $46,748,379).

. The total original expenditure budget of $104,419,901 was increased to
$152,114,369 (an increase of $47,694,468).

o The original budget ($0) for debt refinancing was increased to $26,800,000 in
anticipating of completing a general obligation bond refunding of $6,900,000
and a sewer revenue bond refunding of $19,900,000. However, market
conditions continued to fluctuate through year-end. The general obligation
bond refunding was reduced to $2,635,000. The sewer refunding issue was
ultimately delayed until the following fiscal year.

. The total original budget for net transfers out of $8,289,933 was increased to
$9,247,707 (an increase of $957,774) to reflect additional construction related
to sewer improvements.

o The above changes to budgets were related primarily to appropriations for
capital improvements and the receipt of grant revenue for both operating
purposes and capital improvements.

Actual revenues fell short of revised budget projections by $6,425,968. This was primarily
attributable to shortfalls in intergovernmental revenue of $7,871,706, due to reimbursable
grant projects started but not completed at year-end and therefore, the grant
reimbursements were not yet received.
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Other financing sources fell short of revised budget projections by $31,833,507, largely
due to the delay/cancellation of planned refunding bond issuances.

Expenditures were under budget by a sum total of $51,034,298. This resulted from several
factors: the delay/cancellation of the refunding bond issues mentioned above,
($31,040,000) and amounts spent on capital projects that were less than budgeted for the
year ($17,873,710). In addition, as is typically the case, the City did not spend all
community block grant funds awarded during the year.

See page 57 for the Budgetary Comparison Schedule of Receipts, Disbursements and
Changes in Balances — Budgetary Basis — All Governmental Funds and Proprietary Funds.

Capital Asset and Debt Administration

Capital Assets. The City of Waterloo’s investment in capital assets for its governmental
and business-type activities as of June 30, 2004, amounts to $196,826,073 (net of
accumulated depreciation) as reflected in the following table. The total increase in the
City of Waterloo’s investment in capital assets for the current fiscal year was 4.86% (a
10.1% increase for governmental activities and a 0.9% decrease for business-type
activities).

This investment in capital assets includes land, buildings and improvements, park
facilities, vehicles and equipment, and roads, highways and bridges (also referred to as
infrastructure assets) placed in service since July 1, 2003 or under construction at June 30,
2004. The City has until June 30, 2007 to retroactively report infrastructure assets placed
in service prior to July 1, 2002.

City of Waterloo Capital Assets at Fiscal Year End
(Net of Depreciation)

Governmental Activities Business-Type Activities Total
2004 2003 2004 2003 2004
Land $ 25,964,471 $ 25,404,558 $ 279,484 $ 279,484 $ 26,243,955 $ 25,684,042
Land held for
redevelopment 1,356,583 — — — 1,356,583
Buildings and
improvements 29,153,174 28,932,035 61,049,574 62,316,581 90,202,748 91,248,616

Other improvements

— 24,495,368 24,610,677 24,495,368 24,610,677

Infrastructure 32,574,810 23,974,039 — — 32,574,810 23,974,039

Furniture and
equipment 148,510 170,776 6,654 21,387 155,164
Vehicles, machinery

and equipment 4,871,269 3,318,809 1,254,076 1,328,309 6,125,345 4,647,118

Assets under

capital lease 833,918 1,735,378 — 36,495 833,918 1,771,873

Construction

in progress 13,001,435 14,468,985 1,836,747 1,114,623 14,838,182 15,583,608
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Major capital assets events during the current fiscal year included the following:

Continued construction of turning lane improvements along the San Marnan
corridor.

Completion of a storm drainage culvert at Hanna Boulevard and Rainbow Drive
($720,258).

Significant investments in street reconstruction and overlay programs funded with
local option taxes were made ($5,549,124).

Major renovations ($1,655,454) to the Five Sullivan Brothers Convention Center
were completed.

Major renovations to the Airport Terminal facility were substantially completed.
Vehicles and equipment for a number of city departments were replaced

($1,839,184).

Additional information about the City of Waterloo’s capital assets can be found in note 6

of this report.

Long-term debt. At the end of the current fiscal year, the City of Waterloo had total
bonded debt outstanding of $92,770,000. Of this amount, $72,900,000 is comprised of
debt backed by the full faith and credit of the government. The remainder of the City of
Waterloo’s bonded debt ($19,870,000) represents bonds secured solely by specified

revenue sources (i.e., revenue bonds).

The City has incurred other debt to construct Ridgeway Towers, purchase land in the
City’s industrial parks and complete, as well as to purchase equipment using capital
leases. The City has obligations to employees for benefit time not used at fiscal year end.
During the fiscal year the balance due on these obligations decreased by $200,792.

City of Waterloo Outstanding Debt

Bonded Debt: Governmental Activities

Business-Type Activities Total

2004 2003

General obligation
bonds $ 59,290,000 $ 55,270,000
Revenue bonds — —

2003 2004 2003

$ 13,610,000 $ 12,890,000 $ 72,900,000 $ 68,160,000

21,940,000 19,870,000 21,940,000

Total Bonded Debt $ 59,290,000 $ 55.270,000 $ 33,480,000 $ 34,830,000 $ 92,770,000 $ 90,100,000

Other Debt:

Loansand notes $ 1,603,114 $ 1,509,779
Capital lease

obligations 339,514 315,512
Deferred

compensation 565,843 589,378
Compensated

absences 1,691,538 1,960,828

$ — $ 1603114 $ 1,509,779
25,304 339,514 340,816
— 565,843 589,378

— 1,691,538 1,960,828

Total Other Debt $ 4,200,009 $ 4,375,497

$ 25304 $ 4,200,009 $ 4,400,801

Total Debt
Outstanding $ 63,490,009 $ 59,645,497
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The City of Waterloo’s total debt decreased by $2,469,208 (2.6%) during the current
fiscal year.

The government issued general obligation bonds in the amount of $13,570,000 during the
fiscal year, including general obligation refunding bonds issued to take advantage of more
favorable interest rates. The government refinanced $2,635,000 of its Series 1996 General
Obligation bonds. Capital loan notes in the amount of $330,000 were also issued for the
repayment of accumulated sick leave payments to employees. Capital leases totaling
$436,266 were entered into for the purchase of various equipment for the Leisure Services
department.

The City of Waterloo maintains an A2 rating from Moody’s Investor Services, Inc. for
general obligation debt.

State statutes limit the amount of general obligation debt a governmental entity may issue
to five percent of its total assessed valuation. The current debt limitation for the City of
Waterloo is $121,093,664, which is significantly in excess of the City of Waterloo’s
outstanding general obligation debt ($72,900,000) and other debt subject to the debt
limitation ($2,743,160).

Additional information about the City of Waterloo’s long-term debt can be found in
Note 9 of this report.

Economic Factors and Next Year’s Budgets and Rates

. Property taxes provide approximately 51% of General Fund revenues. Over the
past five years, citywide assessed valuations have risen an average of 3.3%,
while property tax limitations imposed by the State of lowa have held taxable
values to an average annual growth rate of 2.3%. The fiscal year 2005 budget
reflects total property tax revenue growth of 8.6%.

. Personnel costs make up a significant portion of City operating costs. Wage
increases identified in contractual bargaining agreements are 3.5% for fiscal
year 2005.

. The City continues to face the challenge of funding the increasing costs of

employee health care. As part of the last collective bargaining agreements that
were signed, the City signed a health insurance contract as well, requiring
premium increases of approximately 14% for fiscal year 2005.

These factors were considered in preparing the City of Waterloo’s budget for fiscal year
2005.

Requests for Information

This financial report is designed to provide a general overview of the City of Waterloo’s
finances for all those with an interest in the government’s finances. Questions concerning
any of the information provided in this report or requests for additional financial
information should be addressed to: Michelle C. Weidner, Chief Financial Officer, City of
Waterloo, 715 Mulberry Street, Waterloo, IA 50703.
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Statement of Net Assets

At June 30, 2004

Assets
Current Assets

Cash and cash equivalents ...............
InvestmentS ........cccevvviivii v,

Receivables
Customer accounts, net of allow-

ance for uncollectible accounts.....

Property Taxes

Delinquent..........ccccveeeiieeveeeeinnnnn,
Succeedingyear............ccceeeeeee...
Internal accounts..........ccccevvvvvvennnnnns

Due From Other Governments

Loans and notes...............eveeeeennnnnnns
Special assessments .....................
Inventories and prepaids....................
Total Current Assets ................

Noncurrent Assets

Internal accounts .........coovevvveveinnennnnn.

Restricted Assets

Cash and cash equivalents.............
INnvestments.......ceeiiiiiiiiiiiie,

Loans and notes (net of allowance

for uncollectible amounts) ...............
Special assessments.........................
Debt issue costs (net of accumulated
amortization) ..............cccceee,

Capital assets (net of accumulated

depreciation) ..........ccccoeeiiiiiiiiinn.
Capital assets not being depreciated
Total Noncurrent Assets..........

Total ASSELS covvieiieiee e

Business-
Governmental Type Component
Activities Activities Total Unit
$ 31,662,371 $ 4,832,828 $ 36,495,199 $ 926,128
426,799 — 426,799 557,477
340,326 2,883,988 3,224,314 601,576
147,605 — 147,605 —
33,842,995 — 33,842,995 —
(1,097,119) 1,097,119 — —
— 856,496 856,496 —
6,998,448 1,092,575 8,091,023 —
— — — 3,104
— 31,584 31,584 11,417
— 4,405 4,405 —
834,023 10,415 844,438 41,246
73,155,448 10,809,410 83,964,858 2,140,948
(379,868) 379,868 — —
— 1,743,000 1,743,000 —
— — — 432,523
413,101 — 413,101 98,570
247,122 — 247,122 —
— 218,139 218,139 10,983
67,581,681 86,805,672 154,387,353 16,830,036
40,322,489 2,116,231 42,438,720 495,789
108,184,525 91,262,910 199,447,435 17,867,901
$ 181,339,973 $ 102,072,320 $ 283,412,293 $20,008,849
15
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Statement of Net Assets

At June 30, 2004

Liabilities
Current Liabilities

Accounts and retainages payable ......
Accrued liabilities and other................
Due to primary government................
Due to other governments..................
Short-term general obligation bonds ..

Current maturities of long-term

obligations.......cccoevveeriiiiiiie e,

Deferred revenue - succeeding

year property taxes ......ccccceeeeeeennnnn.
Total Current Liabilities ............

Noncurrent Liabilities

Customer deposits and advances......
Capital lease obligations.....................
Special revenue bonds and notes.......
General obligation bonds and notes...
Other loans and notes.........................
Compensated absences...................

Total Noncurrent Liabilities......

Total Liabilities ......c.coovveevieeiinnnns

Net Assets
Invested in capital assets, net of

related debt........ccoovveeevviiiiiieii,

Restricted for

Debt Service .......coveveeiiieieiieeeeee,
IMprovements .......ccooeveveeveveiineeeennn,
Provider designations.......................
unrestricted ........ccoeeeeiiiieiiiie
Total Net Assets .....ccoeeeeeeveneenn,

Total Liabilities and Net Assets ......

See accompanying notes to the financial statements.

Business-

Governmental Type Component
Activities Activities Total Unit
2,487,308 446,302 2,933,610 $ 96,162
1,965,114 527,719 2,492,833 188,539

— — — 889,194

— — — 55,639

330,000 — 330,000 —
6,600,424 2,730,000 9,330,424 215,427
33,842,993 — 33,842,993 —
45,225,839 3,704,021 48,929,860 1,444,961
— 247,000 247,000 110,023

157,024 — 157,024 46,998

— 17,555,229 17,555,229 551,409
53,220,000 12,954,231 66,174,231 —
1,456,314 — 1,456,314 —
2,056,247 — 2,056,247 —
56,889,585 30,756,460 87,646,045 708,430
102,115,424 34,460,481 136,575,905 2,153,391
46,671,542 55,900,582 102,572,124 16,180,354
1,202,857 3,640,837 4,843,694 322,500
18,471,033 2,445,858 20,916,891 —
8,153,777 — 8,153,777 —
4,725,340 5,624,562 10,349,902 1,352,604
79,224,549 67,611,839 146,836,388 17,855,458
$ 181,339,973 $ 102,072,320 $ 283,412,293 $ 20,008,849
16



Statement of Activities

Year Ended June 30, 2004

Program Revenue

Operating
Direct Charges Grants and
Programs/Functions Expenses  for Services Allocations Contributions
Primary Government
Governmental Activities
Public safety .........oocciviiieiiiiiii, $ 20,214,741 $ 1,159,259 $ 916,343
Public WOrkS ......ovvviiiiiiiiiiie e, 14,281,994 1,688,900 5,738,002
Health and social services...........cc.cc...... 514,033 2,241 164,015
Culture and recreation.........cccevvvevivneennns 6,711,952 2,073,891 383,342
Community and economic development 10,944,399 — 9,311,875
General government..............cccoeeeeeee. 3,574,962 55,400 17,996
Interest on long-term debt ...................... 2,410,195 31,813 —
Total Governmental Activities .......... 58,652,276 5,011,504 16,531,573
Business-Type Activities
Sanitary SEWer.........cccccevvvvvvviiiiiieiieeeee, 7,958,899 9,585,766 —
Sanitation........cccceveeeeeeece e 2,182,223 3,072,299 274,988
Total Business-Type Activities ......... 10,141,122 12,658,065 (1,426,067) 274,988
Total Primary Government .................. $ 68,793,398 $ 17,669,569 $ — $ 16,806,561
Component Unit - Water ..................... $ 3377152 $ 3,687,661 $ —
General Revenue, Gains and Transfers
Taxes
Property taxes levied fOr QENEIral PUIMPOSES. ... ..uuuuuuiriiiiiiriiiiiriiereie s an s e e s arannnnannanns
Property taxes levied fOr QDT SEIVICE ..... ... i e e e e s
L@ 11 g 1= g = (= L PP
INVESTMIENT CAININGS ...eeeiieeeeiiiit ittt e e e e e e e ettt et e e e e e s e s s aa e eeeeaeeeaaaass s b be et e aaeeeessannsbeseeeeeeeeesaasseeeeaaeeaesannsssnnnees
Service provided to the City of Waterloo at NO Charge ...
Y TESTol=] | F= T T T F U UPPTTPR
Gains (losses) on dispositions of property and €qUIPMENT.......ccooeiiiiiiiiiiir e e e e e e e e e
B =LA (=T OO EPPP T OPPPPPPPPPRPP
Total General Revenue, Gains and TranSTerS ...
Change iN Net AS S S . i
Net Assets - Beginning of Year, as previously rePOrted .............ueuuueuuuiuuuiiiiiiiiiiiiiiei s
Prior period adjustments (NOTE L18)......cceuuiuiii i e s s e s e e e e e e e s e e e e e e e e e teaa s e eeeeeeeetennranaaeeeeeennnnes
Net Assets - Beginning Of Year, @S reStAteU...........uuuuiriiiiiiiiiiiiiiiiiiiiiiiie s sn s nnnsnannnna
NEE ASSEES - ENA OF YBAI .ciiiiiiiii ettt e et e e e e e e e e et s e e e e e e e e s tb b e e e eeeeeessraaanaes
See accompanying notes to the financial statements. 17

Program

Revenue
Capital
Grants and
Contributions

$ 15,600
4,012,303

471,845
48,72_4
4,548,472
483,456
83456
$ 5,031,928
$ 60554

Net (Expenses), Revenue and Changes in Net Assets

Primary Government

Governmental
Activities

$ (18,123,539)
(3,390,289)
(272,777)
(3,664,719)
(491,112)
(2,862,566)
(2,329,658)
(31,134,660)

(31,134,660)

23,949,802
7,743,121
9,725,075
661,458
3,073,954
116,629
12,613

45,282,652

14,147,992

63,944,254
1,132,303
65,076,557

$ 79,224,549

Business-
Type

Activities Total
— $ (18,123,539)
— (3,390,289)
— (272,777)
— (3,664,719)
— (491,112)

— (2,862,566)

— (2,329.658)

— (31,134.,660)
1,422,323 1,422,323
426,997 426,997
1,849,320 1,849,320
1,849,320 (29,285,340)
— 23,949,802

— 7,743,121

— 9,725,075

78,470 739,928

— 3,073,954

(34,206) 82,423
(12,613) —
31,651 45,314,303
1,880,971 16,028,963
65,455,880 129,400,134
274,988 1,407,291
65,730,868 130,807,425
$ 67,611,839 $ 146,836,388

Component
Unit

371,063

43,680

(113,209)
88,972
(4,388)

15,055

386,118
17,469,340

17,469,340

17 4
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At June 30, 2004

General
Local Obligation Other
Employee Option Debt Govern-
General Benefits Tax Service mental
Fund Fund Fund Fund Funds Total
Assets
Cash and cash equivalents $ 5,811,473 $ 263,875 $ 4,505,095 $ 515,726 $ 18,766,181 $ 29,862,350
Investments...........cceevvve. — — — — 426,799 426,799
Receivables
Customer accounts
(net of allowance for
uncollectible accounts) 318,118 — — — — 318,118
Property Taxes
Delinquent................... 47,252 49,535 — 50,818 — 147,605
Succeeding year ......... 15,615,083 8,405,367 — 7,219,201 2,603,344 33,842,995
Special assessments..... 247,122 — — — — 247,122
Loans and notes............ 228,537 — — — 184,564 413,101
Due from other funds ....... 1,648,118 — — 86,276 503,413 2,237,807
Due from Other Governments
Federal ........ccccceevvivnennne 50,121 — — — 2,351,031 2,401,152
o)V SRR 119,270 — 1,760,806 — 2,128,155 4,008,231
Other....occocveiiiiee, 198,813 93,690 — 98,210 18,354 409,067
Inventories and prepaids.. 461,875 — — — 372,148 834,023
Restricted Assets
Cash and cash equivalents 1,657,366 — — 55,086 87,569 1,800,021
Receivables................... 22,208 — — — — 22,208
Due from other
governments ............... 179,998 — — — — 179,998
Total Assets.....ccccovvveenne $ 26,605,354 $ 8,812,467 $ 6,265,901 $8,025317 $27,441,558 $ 77,150,597

See accompanying notes to the financial statements. 19



At June 30, 2004

General
Local Obligation Other
Employee Option Debt Govern-
General Benefits Tax Service mental
Fund Fund Fund Fund Funds Total
Liabilities and Fund Balances
Liabilities
Accounts payable............. $ 644878 $ 9,862 $ 360,123 $ 13,701 $ 1,007,270 $ 2,035,834
Retainages payable ......... — — 86,896 — 197,201 284,097
Accrued liabilities ............. 561,563 73,722 8,392 — 118,529 762,206
Due to other funds............ — — — — 3,334,926 3,334,926
Deferred revenue.............. 16,185,237 8,454,902 537,612 7,270,017 5,691,181 38,138,949
Compensated absences 658,921 — 11,037 — 187,497 857,455
General obligation bonds 330,000 — — — — 330,000
Advances from other funds — — — — 379,868 379,868
Payable From Restricted Assets
Accounts, contracts and
retainages..........cc...... 167,377 — — — — 167,377
Customer deposits and
advances..................... — — — — 140,214 140,214
Total Liabilities ....... 18,547,976 8,538,486 1,004,060 7,283,718 _ 11,056,686 _ 46,430,926
Fund Balances
Reserved for
Inventories and prepaids 461,875 — — — 14,006 475,881
Donor specifications....... 672,161 — — — — 672,161
Tourism promotion......... 272,042 — — — — 272,042
Public access television 193,074 — — — — 193,074
AIrport.....coccvveeeviieeeee, — — — 55,086 — 55,086
Housing ..........cooevvvveenn. 507,534 — — — — 507,534
Reserved for improvements — — — — 82,957 82,957
Unreserved
Designated for
Vision lowa.................... 1,666,703 — — — — 1,666,703
Uninsured workers
compensation.............. 500,000 — — — — 500,000
Undesignated ................ 3,783,989 273,981 5,261,841 686,513 — 10,006,324
Undesignated, Reported
in Nonmajor
Special revenue funds — — — — 4,237,450 4,237,450
TIF debt service fund.. — — — — 615,679 615,679
Capital project funds... — — — — 11,434,780 _ 11,434,780
Total Fund Balances 8,057,378 273,981 5,261,841 741599 _ 16,384,872 _ 30,719,671
Total Liabilities and
Fund Balances............. $ 26,605,354 $ 8,812,467 $ 6,265,901 $ 8,025,317 $27,441,558 $ 77,150,597

See accompanying notes to the financial statements.
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Reconciliation of the Balance Sheet - Governmental Funds to the
Statement of Net Assets

At June 30, 2004

Total Fund Balances for Governmental Funds (Page 20)..... $ 30,719,671

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not
financial resources and, therefore, are not reported as
assets in the governmental funds ...............c.coooeeeee 107,904,170

Certain receivables are not available to pay for current
period expenditures and, therefore, are deferred in the
FUNAS e 4,295,956

Long-term liabilities, including bonds payable, are not due
and payable in the current period and, therefore, are not
reported in the funds.

Capital lease obligations ............cccoeeeeeeeiiiei e (339,514)
General obligation bonds and notes.............cccccvvvveeeeeennnns (59,290,000)
Other [0ans aNd NOES .......veeiiee e (1,603,114)
Compensated abSENCES.......ccooveviviieviiiiii e (2,257,381)
Accrued interest payable ..........ccccciiiiiiiiii (205,239)
Net Assets of Governmental Activities (Page 16) ................. $ 79,224,549

See accompanying notes to the financial statements. 21




Statement of Revenue, Expenditures and Changes in Fund Balances -

Governmental Funds

Year Ended June 30, 2004

Revenue
Property taxes.......cccccceevnveenees
Other taxes.......ccccvveeveeeeeeinnnns
Licenses and permits...............
Use of money and property.....
Intergovernmental ...................
Charges for services...............
Interfund charges for service ..
Special assessments ..............
Miscellaneous .............ccceee.nee.
Total Revenue................

Expenditures
Current
Public safety ........ccccccevnneeen.
Public works .........cccccvvvvvninns
Health and social services....
Culture and recreation..........
Community and economic
development ..............cceee
General government.............
Debt Service
Principal........ccccooveciiveenenen,
Interest and fees...................
Capital projects .......ccccveeeeeennns
Total Expenditures........

Revenue Over (Under)
Expenditures.......ccccccoeennnes

Other Financing Sources (Uses)

Operating transfersiin .............
Operating transfers out ...........
Proceeds from sale of assets
Capital lease obligations

(T eIU ] f=To
Refunding bonds issued .........
Payment to refunded bond

€SCrow agent .........cccvveernene.
Long-term bonds issued .........
Bond discounts and issue

Revenue and Other
Financing Sources Over
(Under) Expenditures
and Other Financing Uses

Fund Balance - Beginning
of Year ....ccooooooiiiiiiiiiiennn,

Fund Balance - End of Year.

General

Obligation Other

Employee Local Debt Govern-

General Benefits Option Service mental
Fund Fund Tax Fund Fund Funds Total
$ 14,402,507 $ 7,266,202 $ — $ 7,737,289 $ 2,320,883 $ 31,726,881
1,379,822 — 7,807,641 — — 9,187,463
1,142,650 — — — 9,065 1,151,715
461,170 18,765 33,709 129,621 90,614 733,879
1,298,209 — 50,131 86,364 18,528,972 19,963,676
5,245,846 — — 79,808 465,527 5,791,181
1,986,780 — — — 685,000 2,671,780
109,999 — — — — 109,999
2,197,384 — 54,236 — 84,961 2,336,581
28,224,367 _ 7,284,967 _ 7,945,717 _ 8,033,082 _ 22,185,022 _ 73,673,155
17,616,592 2,244,969 — — 219,653 20,081,214
1,292,347 — 6,140,452 — 9,689,046 17,121,845
517,555 — — — — 517,555
6,057,464 — — — 448,659 6,506,123
2,648,903 — — — 9,317,694 11,966,597
3,429,588 71,443 — — — 3,501,031
— — — 6,117,389 354,217 6,471,606
— — — 2,391,980 32,633 2,424,613
— — — — _ 7,820,334 7,820,334
31,562,449 _ 2,316,412 _ 6,140,452 _ 8,509,369 _ 27,882,236 _ 76,410,918
(3,338,082) 4,968,555 1,805,265 (476,287) (5,697,214) (2,737,763)
5,276,000 — — 1,051,480 898,951 7,226,431
(332,433) (4,891,000) (541,312) (385,000) (1,064,073) (7,213,818)
197,945 — — — — 197,945
436,266 — — — — 436,266
— — — 2,705,000 — 2,705,000
— — — (2,648,652) — (2,648,652)
— — — — 10,150,000 10,150,000
— — — (3.273) (145,670) (148,943)
2,239,696 77,555 1,263,953 243,268 4,141,994 7,966,466
5,817,682 196,426 _ 3,997,888 498,331 _ 12,242,878 _ 22,753,205

See accompanying notes to the financial statements.



Reconciliation of the Statement of Revenue, Expenditures and Changes in
Fund Balances - Governmental Funds to the Statement of ActivitieS

Year Ended June 30, 2004

Changes in Fund Balances - Total Governmental Funds
(PAOE 22) .ttt $ 7,966,466

Amounts reported for governmental activities in the
statement of activities are different because:

Capital outlays to purchase or construct capital assets are
reported in the governmental funds as expenditures.
However, those costs are reported in the statement of net
assets and are allocated over their estimated useful lives as
depreciation expense in the statement of activities. The
amounts of capital outlay and depreciation expense for the
year are as follows:

Capital OULIAY .........cooeiiiiiieeee e $ 13,314,367
Depreciation EXPENSE........c.uuvirriiieeee it e e (3.333.461) 9,980,906

Beginning of year capital assets removed from service are
not reported in the governmental funds but reduce net
assets. Items removed are as follows:

Cost of land SOld...........c..eeeeieiiiiiiiiieeee e $ (77,236)
Net book value of depreciable assets sold or scrapped...... (4,080) (81,316)

The issuance of long-term debt provides current financial
resources to governmental funds while repayment of the
principal of long-term debt consumes current financial
resources. These transactions have no effect on the change
in net assets in the statement of activities. In addition,
interest is accrued on outstanding debt in the statement of
activities whereas in the governmental funds an interest
expenditure is reported only when due. The following is a
detail of the net effect on these differences in the treatment
of long-term debt and related items:

General obligation bonds issued for governmental

PUIPOSES ....ceeeiitiiteeaittee e e ettt e e e itte e e e s st e e e esbbe e e s ennneaeeanns $ (9,765,000)
General obligation bonds issued for refunding purposes.... (2,705,000)
General obligation bonds repaid ..........ccoooeevvviiiiiiiiieeeneeenn, 5,815,000
General obligation bonds refunded .....................oooeee 2,635,000
Other long-term debtissued...........ccccceiieii (1,078,099)
Other long-term debt repaid ..........cccvviiiiiieiiiricee e, 1,202,214
Change in accrued interest .........ccccceeeveeiiei e, 11,875 (3,884,010)

Revenue in the statement of activities that does not provide
current financial resources is not reported as revenue in the

governmental fUNAS ...........ouveiiiiiiii e 165,946
Change in Net Assets of Governmental Activities (Page 18) $ 14,147,992

See accompanying notes to the financial statements. 23



Balance Sheets - Enterprise Funds

At June 30, 2004

Current Assets
CaASh e
Receivables
CUuStomer aCCOUNES ......ccvvvvvvnreireeeeneeeennns
Special assessments ............cccceevveeeeeenn.
Loans and NOtES.........oeevveinieeiiiieieeeieeenn,
Due from other funds..........ccovvevveiiieeiinnnn,
Due from Other Governments

Inventories and prepaids ..........cccccuvvnnnnnnns
Total Current ASsets ......ccccevvveeveennen.

Noncurrent Assets
Advances to other funds..........cooeevvvenveennnn.
Restricted Assets

Due from other governments ..................
Capital assets (net of accumulated
depreciation) ........ccccceeviiiiiiiiiiiiieee e
Capital assets not being depreciated ........
Bond issue costs (net of accumulated
amortization - $396,058) ..........c.ccccvveeenne
Total Noncurrent Assets ......ccccceeee.....

Total ASSELS wuvivieie e

Liabilities and Net Assets

Current Liabilities

Accounts payable ...........ccccveiiiiiiiiiiiiiinnns

Retainages payable.........ccccoooeiiiiiiiinnnnnnnn.

Accrued liabilities.........ccoooeeviiiiiiiiiiieen,

Due to other funds.........ccoovvviiiiiiiiiiieniinnnn,

Current maturities of long-term debt..........

Compensated absences...............c.ceeeee...
Total Current Liabilities ..................

Noncurrent Liabilities

Payable From Restricted Assets
Accounts, contracts and retainages........
Customer deposits and advances...........
Accrued interest ......coooevvveiiiiiiiiiieiieeees
Revenue bonds.........ccoovvvviiiiiiiiiiiinee,

Long-Term Debt
General obligation bonds ........................
Revenue bonds..........coovvvviiiiviviiiinccieee

Total Noncurrent Liabilities ...............

Total LiabilitieS......oovveveviiiieiieiiieeeen,

Net Assets

Invested in capital assets, net of related debt

Restricted for debt service............cceeveeneee.

Restricted for improvements......................

unrestricted .........coeeevee i,
Total Net ASSEetS.....cocvvcieiiiieieeeeiiinn.

Total Liabilities and Net Assets .............

Major

Sanitary Sewer

$ 973,574

2,167,099
4,405
31,584
1,098,633

562,771
5,273
10,415

4,853,754

379,868

4,740,121
803,618

85,875,342
2,116,231

218,139

94,133,319

$ 195,432
9,873

134,128

1,514
2,372,500
156,063

2,869,510

144,554
173,500
202,794
357,500

12,954,231
17,555,229
31,387,808

34,257,318

54,970,252
3,640,837
2,445,858
3,672,808

64,729,755

$ 08,987,073

See accompanying notes to the financial statements.

Nonmajor
Sanitation

$ 788,633

716,889

293,725
283,684

2,082931

73,500

930,330

1,003,830
$ 3,086,761

$ 96,443
16,749

17,985

131,177

73,500

73,500

204,677

930,330

1,951,754
2,882,084

Total
1,762,207

2,883,988
4,405
31,584
1,098,633

856,496
288,957
10,415

6,936,685

379,868

4,813,621
803,618

86,805,672
2,116,231

218,139

95,137,149

$ 102,073,834

291,875
9,873
150,877
1,514
2,372,500
174,048

3,000,687

144,554
247,000
202,794
357,500

12,954,231
17,555,229

31,461,308

34,461,995

55,900,582
3,640,837
2,445,858
5,624,562

67,611,839

$ 102,073,834
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Statement of Revenue, Expenses and Changes in Fund Net Assets -

Enterprise Funds

Year Ended June 30, 2004

Major
Sanitary Sewer

Operating Revenue

Charges for sales and service................... $ 9,585,766
Operating Expenses
Salaries and employee benefits ............... 1,765,180
Contractual Services..........ccccccvvvvvieeeennennn. 2,287,064
COMMOAITIES...eveeeeee e 393,181
Depreciation .........ccceeeveeeviiieiiiiie e, 2,144,192

Total Operating Expenses.................... 6,589,617
Operating Income (LOSS) ..eeeeeeeeeeeeeeeennn. 2,996,149
Nonoperating Revenue (Expenses)
INtErest INCOME ... covveeiieeiieeeeee e 67,784
Intergovernmental..........cccccoeviviiiiiiiiennnenn, —
INterest eXPenSe........ccueiiiiiiieeeeee e (2,015,751)
Amortization of bond issue costs............... (41,531)
Loss on disposition of equipment.............. (6,424)

Total Nonoperating Revenue

(EXPENSES).cciiiieiiiiiiiiiiiieeee e (1,995,922)

Change in Net Assets Before

Contributions and Transfers................ 1,000,227
Capital contributions - federal

construction grant.....................coeee 483,456
Operating transfers out.............cccoecvvveenee. (12,613)
Change in Net Assets.........cccceeeeeeeeeee. 1,471,070
Net Assets - Beginning of Year, as

previously reported.........cccccceevieeereieninnnnn. 63,258,685
Prior period adjustment .............ccccccvvvvnnnns —
Net Assets - Beginning of Year, as restated 63,258,685
Net Assets - End of Year........cccccccennnnnes $ 64,729,755

See accompanying notes to the financial statements.

Nonmajor
Sanitation

$ 3,072,299

726,222
1,678,448
280,336
234,983
2,919,989

152,310
10,686

274,988
(301)

(27,782)

257,591

409,901

409,901

2,197,195
274,988
2,472,183

$ 2,882,084

Total

$ 12,658,065

2,491,402
3,965,512

673,517
2,379,175
9,509,606

3,148,459
78,470
274,988
(2,016,052)
(41,531)
(34,206)

(1,738,331)

1,410,128

483,456
(12,613)

1,880,971

65,455,880
274,988
65,730,868

$ 67,611,839
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Statement of Cash Flows - Enterprise Funds

Year Ended June 30, 2004

Major Nonmajor
Sanitary Sewer Sanitation Total
Cash Flows From Operating Activities
Receipts from customers and USErs..........cc.eecnne... $ 10,177,783 $ 3,006,304 $ 13,184,087
Payments to SUPPIIEIS ......coovviiiiiiiiiiieeeeeeee e (2,274,444) (1,236,541) (3,510,985)
Payments to or on behalf of employees................... (1,737,426) (719,559) (2,456,985)
Payment for interfund services used ........................ (688,000) (738,067) (1,426,067)
Net Cash Provided By Operating Activities..... 5,477,913 312,137 5,790,050
Cash Flows From Noncapital Financing Activities
Operating grant............ccccoeeiiieieeeeeeeee — 274,988 274,988
Transfers to other funds ...........ccccevvi, (12,613) — (12,613)
Net Cash Provided By (Used in) Noncapital
Financing ACtiVities ........cccovveeiiiiiiiieiiiiiiiinnes (12.613) 274,988 262,375
Cash Flows From Capital and Related Financing Activities
Proceeds from debt ........ooovieiiiiiis 3,237 — 3,237
Payment of debt issue COSES...........vvvvvvivviiiiiiiiiiiinnnn. 13,980 — 13,980
Capital grants ... 301,273 — 301,273
Purchase and construction of capital assets............. (1,526,424) (315,874) (1,842,298)
Principal paid on debt...........cccccvvvviviiiiiiiiiiiiiiiinn (2,463,688) (11,616) (2,475,304)
Interest paid on debt...........ooooiiiiiiiii (1,953,243) (301) (1,953,544)
Net Cash Used in Capital and Related
Financing Activities .........ccccccovveeicecccieeene, (5,624,865) (327,791) (5,952,656)
Cash Flows From Investing Activities
Collection of notes and special assessments........... 8,642 — 8,642
INterest reCceived ... 67,784 10,686 78,470
Net Cash Provided By Investing Activities...... 76,426 10,686 87,112
Net Increase (Decrease) in Cash.........ccccvvveveennnne (83,139) 270,020 186,881
Cash at Beginning of Year.........cccoooiiviiiiiiieeeeennins 5,796,834 592,113 6,388,947
Cash at End of Year.......cccoccvviieeeiiiiiiiiiieeee e $ 5713695 $ 862,133 6,575,828
Reconciliation of Operating Income to Net
Cash Provided By Operating Activities
Operating iNnCoOMe ..., $ 299,149 $ 152,310 3,148,459
Adjustments to Reconcile Income From Operations
to Net Cash Provided By Operating Activities
Depreciation ...........ueeeeeeeeeeeiiiiiiieiee e 2,144,192 234,983 2,379,175
(Increase) decrease in accounts receivable......... 367,533 (12,921) 354,612
(Increase) in due from other governments........... (32,864) (53,074) (85,938)
(Increase) decrease in inventories and prepaids (4,090) 5,880 1,790
Increase (decrease) in accounts payable ............ 43,865 (10,138) 33,727
Increase (decrease) in accrued liabilities............. (51,984) 4,829 (47,155)
Increase in due to other funds..........ccccccevvvvvinnnnes (6,391) (11,401) (17,792)
Increase (decrease) in compensated absences .. 21,503 1,669 23,172
Net Cash Provided by Operating Activities ......... $ 5477913 $ 312,137 $ 5,790,050
See accompanying notes to the financial statements. 26



Statement of Cash Flows - Enterprise FUNdS = ———

Year Ended June 30, 2004

Major Nonmajor
Sanitary Sewer Sanitation Total
Schedule of Noncash Investing and Financing Activities
Loss on Disposition of Equipment ...........ccccee... $ 6,424 $ 27,782 $ 34,206
Grants Receivable.............ccccco $ (483456) $ (274,988) $  (758,444)
Payables for Acquisition of Capital Assets ......... $ 201,155 $ — $ 201,155
Amortization of Bond Issue COStS...........cceveennee $ 41531 $ — $ 41,531
Amortization of Discounts and Reacquisition
COSES ittt $ 78,198 $ — $ 78,198
Accrual of Interest EXpense ........ccccceeeevveevcvveeennnn. $ 256,338 $ — $ 256,338
See accompanying notes to the financial statements. 27



Statement of Fiduciary Net Assets - CEBA Agency Fun( =———

At June 30, 2004

Assets

Notes and Forgivable Notes Receivable ... $ 170,300
Liabilities and Net Assets

Notes and Forgivable Notes Payable ..........c.cccuviiiiiiiiiiiiiiiiiiiiiiiiiieeeenennneennennnes $ 170,300
I ST AN XY =] TR —
Total LiabilitieS @nd N A S S OS ..ot et e et e e e e e e e eeaeas $ 170,300

See accompanying notes to the financial statements. 28



Index to the Notes to the Financial Statements

Note
Number

OO~NOOTDAWNPEF

Page
Title Number
Summary of Significant Accounting Policies...........cccccc 30-38
Cash and INVESIMENLS ........ccooiiiiiiee e 39
Leasing ACHIVILIES .....cooo e 39-40
LOANS @N0 NOTES ...ttt e e e e e e e e e eeaeeeas 40-41
INTEITUNT ACTIVITY ...t e e e e e e e e 41-42
CaPital ASSELS ... 42-44
Deferred Compensation PIanS............uiiiiiiiiiiiciie e e e 45
Compensated ADSENCES........coooe i 45-46
LONG-TEIM DEDL..... e 46-50
(@ 01T = LT o T =T TS 51
Retirement SYStEMS......ccoooiiiii 51-52
Deficit FUND BalanCesS.........coooieeiiiie e 52
(O] 1011801110 0T=7 o1 PR 53
Joint Ventures and Jointly Governed OrganizationsS.............c.cceeeieeevveeeniiineeeeenn, 53
Industrial Development Revenue BONdS. ..........coviiiiiiiiiiiiiiieeee e 54
RiSk Management........oooi oo 54
(70 011 0o [=] g Tod =2 54
Prior Period AdjUSIMENES ......coooeiiiiieeee 54-55
SUDSEUENT EVENTS ...t 56

29




Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

The significant accounting policies followed in the preparation of these financial statements are
summarized below.

Reporting Entity

The City of Waterloo (City) is a political subdivision of the State of lowa located in Black Hawk County. It
was incorporated in 1868 and operates under the Home Rule provisions of the Constitution of lowa. The
City operates under the Mayor-Council form of government with the full-time Mayor and seven part-time
City Council members elected on a nonpartisan basis. The Mayor is elected for a two-year term. City
Council members from five wards plus two at-large are elected for staggered four-year terms. The City
provides numerous services to citizens including public safety, public works, health and social services,
culture and recreation, community and economic development and general government services. The
City also provides sanitary sewer and sanitation (garbage pick up) utilities for its citizens. Through its
component unit, Waterloo Water Works, water utility services are also provided.

For financial reporting purposes, the City has included all funds, organizations, account groups, agencies,
boards, commissions, authorities and material component units. The City has also considered all potential
component units for which it is financially accountable, and other organizations for which the nature and
significance of their relationship with the City are such that exclusion would cause the City's financial
statements to be misleading or incomplete. The Governmental Accounting Standards Board has set forth
criteria to be considered in determining financial accountability. These criteria include appointing a voting
majority of an organization's governing body, and (1) the ability of the City to impose its will on that
organization or (2) the potential for the organization to provide specific benefits to, or impose specific
financial burdens on the City.

These financial statements present the City of Waterloo (the primary government) and its discretely
presented component unit, the Waterloo Water Works. Complete financial statements of the Waterloo
Water Works component unit can be obtained from the Waterloo Water Works administrative office,
325 Sycamore Street, Waterloo, lowa.

Blended Component Unit

The Waterloo Housing Authority (Authority) is governed by a board that includes all seven members of
the City Council plus two members appointed by the Mayor, subject to approval of a majority of the City
Council, for a total of nine members. Although the Authority is considered legally separate from the City, it
receives administrative support from the various departments within the City’s General Fund. Due to the
nature of its relationship with the City, the Authority is considered part of the primary government. The
Authority is reported as a special revenue fund.

Discrete Component Unit

The Waterloo Water Works is a component unit that is legally separate from the City, but is financially
accountable to the City. The Waterloo Water Works is governed by a three-member board appointed by
the City Council and its operating budget is subject to the review of the City Council. The Waterloo Water
Works operates on a calendar year end and prepares its financial statements in accordance with
generally accepted accounting principles. Due to the different year end, the amount reported by the
Waterloo Water Works as due to the primary government and the primary government’s due from the
Waterloo Water Works do not agree by $32,698.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies
Basis of Presentation

Government-Wide Financial Statements

The statement of net assets and the statement of activities report information on all the nonfiduciary
activities of the City. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by tax and intergovernmental
revenue, are reported separately from business-type activities, which rely to a significant extent on
fees and charges for support. Likewise, the primary government is reported separately from the legally
separate Waterloo Water Works component unit.

The statement of net assets presents the City's nonfiduciary assets and liabilities, with the difference
reported as net assets. Net assets are reported in three categories:

Invested in capital assets, net of related debt consists of capital assets, net of accumulated
depreciation and reduced by outstanding balances for bonds, notes and other debt that are
attributed to the acquisition, construction or improvement of those assets.

Restricted net assets result when constraints placed on net asset use are either externally imposed
or imposed by law through constitutional provisions or enabling legislation.

Unrestricted net assets consist of net assets that do not meet the definition of the two preceding
categories. Unrestricted net assets often have constraints on resources that are imposed by a City
Council resolution, but can be removed or modified.

The statement of activities demonstrates the degree to which the direct expenses of a given program
or function are offset by program revenue. Direct expenses are those that are clearly identifiable with a
specific program or function. Program/function revenue includes: (1) charges to customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided by a given
program/function and (2) grants, contributions and other resources that are restricted to meeting the
operational or capital requirements of a particular program/function. Property tax and other items not
properly included among program revenue are reported instead as general revenue.

Fund Financial Statements

Separate financial statements are provided for governmental, proprietary and fiduciary funds, even
though the latter are excluded from the government-wide financial statements. Major individual
governmental funds and the major proprietary fund are reported as separate columns in the fund
financial statements. All remaining governmental funds are aggregated and reported as other
nonmajor governmental funds. The other proprietary fund is reported in a separate column on the
proprietary funds financial statements.

The City had the following major governmental funds:
The General Fund is the general operating fund of the City. All general tax revenue and other
receipts that are not allocated by law or contractual agreement to some other fund are accounted for

in this fund. From the fund are paid general operating expenses, the fixed charges and the capital
improvement costs that are not paid from other funds.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

The Employee Benefits Special Revenue Fund is required by the Code of lowa (known as the Trust
and Agency Fund) to account for property taxes levied for employee benefits. This fund either pays
benefits as expenditures (primarily police and fire pension costs) or transfers cash to the General
Fund to reimburse allowable benefits paid therefrom.

The Local Option Tax Special Revenue Fund is used to account for resources provided from a
1% sales tax approved by the citizens of Waterloo which can only be used for the reconstruction
and repair of City streets.

The General Obligation Debt Service Fund is required by the Code of lowa to account for the
accumulation of resources for, and payment of, debt service on general obligation long-term debt.

The City had the following major proprietary fund:

Enterprise Fund
The Sanitary Sewer Fund operates the sewage collection system and wastewater treatment plant.

Description of Funds

The accounts of the City are organized on the basis of funds, each of which is considered a separate
accounting entity. The operations of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets, liabilities, equity, revenue and expenditures or expenses, and other
financing sources and uses, as appropriate. Government resources are allocated to and accounted for in
individual funds based upon the purposes for which they are to be spent and the means by which
spending activities are controlled. The various funds are grouped, in the financial statements in this
report, into categories as follows:

Governmental Fund Types
General fund is the general operating fund of the City. It is used to account for all financial resources
except those accounted for in another fund.

Special revenue funds are used to account for proceeds of specific revenue sources (other than
special assessments, expendable trusts or major capital projects) that are legally restricted to
expenditures for specified purposes.

Debt service funds are used to account for the accumulation of financial resources for, and the
payment of, interest and principal on the City's long-term debt which is not paid by another fund.

Capital projects funds are used to account for financial resources to be used for the acquisition or
construction of major capital facilities other than those financed by another fund.

Proprietary Fund Type

Enterprise funds are used to account for operations (a) that are financed and operated in a manner
similar to that of a private business enterprise where the intent of the governing body is that the costs
(expenses, including depreciation) of providing goods or services to the general public on a continuing
basis be financed or recovered primarily through user charges or (b) where the governing body has
decided that periodic determination of revenue earned, expenses incurred and/or net income is
appropriate for capital maintenance, public policy, management control, accountability or other
purposes.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

Fiduciary Fund Type
Agency funds generally are used to account for assets that the City holds on behalf of others as their
agent. Agency Funds are custodial in nature and do not involve measurement of results of operations.

Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenue is recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenue in the year for
which it is levied. Grants and similar items are recognized as revenue at the same time the related asset
is recorded. For reimbursable grants, the asset is recorded as soon as all eligibility requirements imposed
by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is both
measurable and available. Revenue is considered to be available when it is collectible within the current
period or soon enough thereafter to pay liabilities of the current period. For this purpose, the City
considers revenue to be available if it is collected within 60 days of the end of the year.

Property tax, charges for services, intergovernmental revenue (shared revenue, grants and
reimbursements from other governments) and interest are considered to be susceptible to accrual. All
other revenue items are considered to be measurable and available only when cash is received by the
City.

Expenditures are generally recorded when a liability is incurred, as under accrual accounting.
However, principal and interest on long-term debt, claims and judgments and compensated absences
are recorded as expenditures only when payment is due. Capital asset acquisitions are reported as
expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under capital
leases are reported as other financing sources.

Under terms of grant agreements, the City funds certain programs by a combination of specific cost-
reimbursement grants and general revenue. Thus, when program expenses are incurred, there are
both restricted and unrestricted net assets available to finance the program. It is the City's policy to first
apply cost-reimbursement grant resources to such programs and then by general revenue.

The proprietary funds of the City apply all applicable GASB pronouncements as well as the following
pronouncements issued on or before November 30, 1989, unless these pronouncements conflict with
or contradict GASB pronouncements: Financial Accounting Standards Board Statements and
Interpretations, Accounting Principles Board Opinions and Accounting Research Bulletins of the
Committee on Accounting Procedure.

Proprietary funds distinguish operating revenue and expenses from nonoperating items. Operating
revenue and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund's principal ongoing operations. The principal operating revenue of
the City's enterprise funds are charges to customers for services. Operating expenses include the
costs of services and administrative expenses. All revenue and expenses not meeting this definition
are reported as nonoperating revenue and expenses.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

The City maintains its financial records on a modified cash basis. Modifications to the cash basis
include (a) recognizing revenue when billed through the City's accounts receivable system, (b) not
recognizing revenue from cash received which was not billed through the City's accounts receivable
system, (c) recording certain payroll liabilities, (d) recording revenue and expenditures from certain
noncash transactions and (e) recording certain interfund due tos/froms for interfund activity. The
financial statements of the City are prepared by making memorandum adjusting entries to the modified
cash basis financial records.

Budgets and Budgetary Accounting

In accordance with the Code of lowa, the City Council annually adopts a budget following required public
notice and hearing for all funds. The annual budget may be amended during the year utilizing similar
statutorily prescribed procedures. Using prescribed procedures, the City amended its budget once during
the year ended June 30, 2004 which increased appropriated disbursements by approximately
$46,700,000.

The City uses the same modified cash basis of accounting for budgetary reporting as is used for its
financial records. Under this basis, cash transactions are modified by certain receivables, payables and
noncash transactions.

Formal and legal budgetary control is based upon major classes of disbursements, known as programs or
functions, not by fund. Programs/functions used by the City are Public Safety, Public Works, Health and
Social Services, Culture and Recreation, Community and Economic Development, General Government,
debt service, capital projects, business-type activities and nonprogram. Budgetary authority to spend is
recorded as appropriations which expire at year end unless a continuing appropriation exists for long-term
construction contracts. During the year ended June 30, 2004, disbursements for Health and Social
Services exceeded the amount budgeted by $1,216. The City does not record or report encumbrances.

Cash, Pooled Investments and Cash Equivalents

The cash balances of most City funds are pooled and invested. Interest earned on investments is
recorded in the General Fund unless otherwise provided by law. Investments consist of nonnegotiable
certificates of deposit which are stated at cost.

For purposes of the statement of cash flows, all short-term cash investments that are highly liquid
(including restricted assets) are considered to be cash equivalents. Cash equivalents are readily
convertible to known amounts of cash and, at the day of purchase, have a maturity date no longer than
three months.

Receivables and Payables

Receivables are reported net of any allowance for uncollectible accounts. The General Fund has an
allowance for uncollectible customer accounts totaling $443,686 at June 30, 2004.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

Property taxes receivable are recognized on the levy or lien date, which is the date that the tax asking is
certified by the City to the County Board of Supervisors. Current year delinquent property taxes
receivable represent unpaid taxes from the current year. The succeeding year property taxes receivable
represent taxes certified by the City to be collected in the next fiscal year for the purposes set out in the
budget for the next fiscal year. By statute, the City is required to certify its budget to the County Auditor by
March 15 of each year for the subsequent fiscal year. However, by statue, the tax asking and budget
certification for the following fiscal year becomes effective on the first day of that year. Although the
succeeding year property taxes receivable have been recorded, the related revenue is deferred and will
not be recognized as revenue until the year for which it is levied.

Property tax revenue became due and collectible in September and March of the fiscal year with a 1%2%
per month penalty for delinquent payments, was based on January 1, 2002 assessed property valuations,
was for the tax accrual period July 1, 2003 through June 30, 2004 and reflected the tax asking contained
in the budget certified to the County Board of Supervisors in March, 2003.

Special assessments are levied against certain property owners and become liens against the property
benefitted by the improvement. Special assessments receivable consist of current assessments which are
due within one year, delinquent assessments remaining unpaid after the due date, and deferred,
uncollected assessments which have been levied, but are not due within one year.

Customer accounts receivable consist of amounts owed from private individuals or organizations for
goods and services, including amounts owed for which billings have not been prepared.

Loans and notes consist of amounts advanced to private individuals or organizations. Collections of
revolving loan principal and interest are expected to be subsequently loaned to others. Collections of
principal and interest from loans and notes made from federal funds are program income of the federal
program.

Transactions between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as “advances to/from other funds.” All other outstanding balances
between funds are reported as “due to/from other funds.”

Due from other governments consist of grants, shared revenue and amounts collected by the other
government on behalf of the City.

Inventories and Prepaids

Inventories are valued at cost using the first-in/first-out (FIFO) method. The cost of governmental fund-
type inventories are recorded as expenditures when purchased. Inventories and prepaids recorded in the
governmental fund types do not reflect current appropriable resources; therefore, an equivalent portion of
fund balance is reserved.

Prepaids consist primarily of July, 2004 housing assistance payments and health care premiums paid in
advance.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

Restricted Assets
Certain assets of the governmental funds are classified as restricted assets because their use is
completely restricted by donors, contract or grant agreements.

Certain proceeds of the City’s enterprise fund revenue bonds, as well as certain resources set aside for
their repayment, are classified as restricted assets on the balance sheet because their use is limited by
applicable bond covenants. The “revenue, operations and maintenance” account is used to report
resources set aside to subsidize potential deficiencies from the City’s operation that could adversely
affect debt service payments. The “revenue bond debt sinking” account is used to segregate resources
accumulated for debt service payments over the next 12 months. The “revenue bond debt reserve”
account is used to segregate 10% of the original face value of bond issues which are still outstanding to
provide payments due if the “debt sinking” balance is not adequate. The “revenue bond improvements”
account is used to report resources set aside to meet unexpected contingencies or to fund asset
renewals and replacements. The “project” account is used to report those proceeds of bond issuances
that are restricted for use in construction.

Unamortized Bond Costs

Original issuance costs of general obligation bonds repaid by the sanitary sewer enterprise fund and
sanitary sewer revenue bonds totaling $614,197 are amortized using the effective interest method over
the life of the bonds. Accumulated amortization at June 30, 2004 was $396,058. Amortization of bond
issue costs was $41,531 for 2004.

Discount on Sanitary Sewer Bonds

Original discounts of $431,166 on general obligation bonds repaid by the sanitary sewer enterprise fund
and sanitary sewer revenue bond issues outstanding at June 30, 2004 are being amortized using the
effective interest method over the life of the bonds. Accumulated amortization as of June 30, 2004 was
$270,586. Discount amortization for 2004, which was added to interest expense, was $30,015.

Net Reacquisition Costs of Refunded Bonds

The reacquisition costs of $503,574 and $309,934, incurred as a result of the October, 1994 and June,
1996, respectively, sewer revenue bond refunding transactions, are being amortized over the lives of the
refunding issues using the effective interest method. Accumulated amortization at June 30, 2004 was
$733,548. Reacquisition amortization for 2004, which was added to interest expense, was $48,183.

Interest Capitalized

Construction period interest for business-type activities is capitalized. For projects paid with taxable
bonds, interest is capitalized at the amount of cash paid at the effective interest rate to the earlier of the
date the asset is placed in service or year end. Interest on tax-exempt debt used for construction is
capitalized at the amount incurred, offset by earnings realized by investing debt proceeds until needed.
No interest expense was capitalized during the year ended June 30, 2004.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

Capital Assets

Capital assets are reported in the applicable governmental or business-type activities columns in the
government-wide statement of net assets. Capital assets are recorded at historical cost. Donated capital
assets are recorded at estimated fair value at the date of donation. The cost of normal maintenance and
repairs that do not add to the value of the asset or materially extend asset useful lives are not capitalized.
Capital assets, other than infrastructure, are defined by the City as assets with an initial, individual cost in
excess of $5,000 and estimated useful lives in excess of one year and all computer equipment.
Infrastructure is defined by the City as assets available for public use, having a cost of $50,000 or more
and having value only to the City. The City has not retroactively capitalized infrastructure assets. Under
current accounting standards, the City has until the year ending June 30, 2007 to complete the
capitalization of infrastructure assets. However, infrastructure projects from 2003 and 2004 are included
in the government-wide financial statements. Because the infrastructure assets constructed prior to 2003
have not been capitalized, the debt related to infrastructure assets causes the reporting of capital assets
net of related debt in the statement of net assets to be lower than it would if the infrastructure were
capitalized. Depreciation is computed using the straight-line method over the estimated useful life of the
asset with no amount recorded in the year placed in service and a full year in the year removed from
service. Estimated useful lives are as follows:

Asset Class Estimated Useful Lives
Primary Government

Governmental Activities

Buildings and iMpProvVEMENTS .......ccoeeeeiiiieiiiiie e e e e e e e e e eneeens 10 - 40 Years
L= ] (0o (1 = 15 - 40 Years
Furniture and eqUIPMENT ..........uiiiiiiiiiee e 3-20 Years
Vehicles, machinery and eqUIPMENTt.............uuvuvvviieviiiiiiriiieiiieeiereen.. 3-25 Years
Assets under capital [aSe...........uuuuuuuiuiiiiiiiiiiiii e 10 - 15 Years

Business-Type Activities

BUIIJINGS -t 15-50 Years
Improvements other than buildings ............evviviiiiiiiiiiii, 50 Years
Furniture and eqUIPMENT .........ouuiii i e e e e e eenes 5-20 Years
Vehicles, machinery and eqUIPMENT.........cocooiiiiiiiiiiiiieeeee e 5-10 Years

Discretely Presented Component Unit

Buildings and iMProVEMENTS .........couiiiiiiiiiiiiiiiie e 8 - 40 Years
Water supply and distribution SYSIEMS ...........covieiiiiiiiiiiiieeeeeeee 10 - 99 Years
Meters and EQUIPMENT.........uuuuuriiiiiiei s 5-63 Years
Machinery and eqUIPMENT ..........uuiiiiiiieeiiie e 5-26 Years

Deferred Revenue
Deferred revenue in the governmental funds represent receivables which are measurable, but not
available and cash received which has not been earned.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

Short-Term General Obligation Bonds

Annually, the City issues short-term general obligation bonds and records the proceeds, as well as the
debt, in the General Fund. The debt is issued as reimbursement for payouts of frozen sick leave. During
the following 12 months, the debt plus interest is repaid through the General Obligation Debt Service
Fund. An operating transfer is used to transfer the liability from the General Fund to the General
Obligation Debt Service Fund. During the year ended June 30, 2004, proceeds of $330,000 were
received and $385,000 was repaid.

Compensated Absences

City ordinances and labor contracts with the City call for the accumulation of vacation, compensatory time
and sick leave for subsequent use or for payment upon termination or retirement. During 2001, the City
began offering an early sick leave payout option for certain employees. Qualifying employees can elect to
receive 60% of the time in their frozen sick leave bank over a five-year period prior to their retirement or
termination of employment. Vacation, compensatory time and sick pay are accrued when incurred in the
government-wide and the proprietary funds statements and reported as a liability. Vacation pay that is
expected to be liquidated with expendable available financial resources is reported as an expenditure and
a fund liability of the governmental fund that will pay it.

Long-Term Liabilities
In the government-wide financial statements and the proprietary fund financial statements, long-term debt
and other long-term obligations are reported as liabilities.

In the governmental fund financial statements, the face amount of debt issued is reported as other
financing sources. Issuance costs, whether or not withheld from the actual debt proceeds received, are
reported as expenditures.

Fund Balance

Reservations of fund balance represent amounts that are not appropriated, are legally segregated for a
specific purpose or are net assets that are limited by outside third-party restrictions. Designations of fund
balance represent tentative management plans that are subject to change.

Net Assets

Net assets represent the difference between assets and liabilities. Amounts reported as invested in
capital assets, net of related debt, consist of capital assets, net of accumulated depreciation, reduced by
the outstanding balances of any borrowings used for the acquisition, construction or improvement of
those assets. Net assets invested in capital assets, net of related debt excludes unspent debt proceeds.
Net assets are reported as restricted when there are limitations imposed on their use either through the
enabling legislation adopted by the City or through external restrictions imposed by creditors, grantors or
laws or regulations of other governments.

The City applies restricted resources when an expense is incurred for purposes for which both restricted
and unrestricted net assets are available.

Estimates and Assumptions

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenditures/expenses during the reporting period. Actual results could
differ from those estimates.
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Notes to the Financial Statements

(2) Cash and Investments

The City's and its discretely presented component unit's (Waterloo Water Works) deposits at June 30,
2004 were entirely covered by federal depository insurance, National Credit Union insurance or by the
State Sinking Fund in accordance with Chapter 12C of the Code of lowa. This chapter provides for
additional assessments against the depositories to insure that there will be no loss of public funds.

The City is authorized by statute to invest public funds in obligations of the United States Government, its
agencies and instrumentalities; certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the City Council and the Treasurer of the State of lowa; prime eligible
bankers acceptances; certain high-rated commercial paper; perfected repurchase agreements; certain
registered open-end management investment companies; certain joint investment trusts; and warrants or
improvement certificates of a drainage district.

The City's investments are categorized to give an indication of the level of risk assumed by the City at
year end.

Primary Government
The City's investments of $426,799 at June 30, 2004 were all with the lowa Public Agency Investment
Trust.

Component Unit
The Waterloo Water Works’ investments at its December 31, 2003 year end are shown below:

Carrying Market
Amount Value
Certificates Of dEPOSIt.........cociuviiieiiiiiie e $ 990,000 $ 990,000
Classified as restriCted .......ccooo e 432,523 432,523
= PR $ 557,477 $ 557,477

Investments in the lowa Public Agency Investment Trust are valued at amortized cost pursuant to
Rule 2a-7 under the Investment Company Act of 1940 and are not subject to risk categorization. The City
had no other investments subject to risk categorization.

(3) Leasing Activities

Airport

The Waterloo Municipal Airport has entered into various operating leases with airlines, fixed base
operators, auto lease companies, the airport restaurant and hangar tenants. No minimum rentals were
due under these leases at June 30, 2004.

Soccer Complex

The City leases 115.6 acres of real estate to the Cedar Valley Youth Soccer Association (Tenant) under
an operating lease expiring August 2, 2013 for $10 per year. The Tenant has the option to renew the
lease for five ten-year renewals. The leased real estate was received from Deere & Company (Donor)
under a Deed of Dedication which requires the real estate to be used as a soccer facility. If not used as a
soccer facility, the real estate reverts to the Donor.
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(3) Leasing Activities

Waterloo Civic Center Hotel Company, L.P.

The City has entered into a lease agreement with the Waterloo Civic Center Hotel Company, L.P. (WCC)
for the use of City parking facilities. The term of the lease is from July 1, 1983 to June 30, 2013. The
rental rates are based on 1% of the gross income and sales of the Five Sullivan Brothers Convention
Center and/or the Ramada Inn Convention Center (Center) paid on a monthly basis. The City is also a
party to a lease and management agreement with WCC for the management of the Center. The
agreement expires December 31, 2013. The City is to receive commissions from 4.5% of the first
$1,000,000 on a sliding scale to 10% over $4,000,000 of annually generated revenue. On September 27,
2004, the agreements were assigned from WCC to Hostmark Hospitality Group (Hostmark).

(4) Loans and Notes
General Fund

Rath/Urban Development Action Grant (UDAG) Loans

In prior years, the City received federal aid in the form of UDAGS to assist local businesses, including
Rath Packing Company (Rath). Rath subsequently liquidated and the City received real estate and
cash as a result of the liquidation. A portion of the cash has been loaned to local businesses to assist in
their economic development.

Economic Development Revolving Loans - From time to time the City has made economic
development loans with repayment terms ranging from 6 months to 15 years and interest ranging
from zero to 9%.

Facade Loans - From time to time the City has made facade improvement loans to aid in improving
the appearance of the downtown business district. Loans require principal and interest at rates
ranging from 5% to 6.5% to be repaid monthly over five to seven-year terms.

Principal and interest received by the City on Rath/UDAG loans are recorded in the General Fund as
use of money and property (Community and Economic Development Program).

Resolution Trust Corporation (RTC) Loans
The City has received real estate from RTC. These properties are being rehabilitated and sold to
qualifying occupying owners. To assist in placing the properties, the City has sold property by contract.

Special Revenue Funds

Community Development Block Grant (CDBG) Loans

Low-Interest Loans - The City had 24 low-interest rehabilitation and other loans due at June 30,
2004. Of the total, 17 loans are being serviced by Union Planters Bank. Ten of the City-serviced
loans, with a balance of $25,563, are estimated to be uncollectible. Collections of CDBG loans are
grant program income which is reported in the Special Revenue Fund (CDBG) as intergovernmental
revenue. Amounts received as repayment will be grant program income as received.
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(4) Loans and Notes

Forgivable Loans - The City, through its CDBG, provides forgivable rehabilitation loans to low-
income households. The loans are forgiven on a sliding scale over a five-year period, provided the
home is not sold. If the home is sold, the City's lien against the property prevents a clear title transfer
unless the unforgiven portion of the note is satisfied. As of June 30, 2004 the City had made
1,389 such loans totaling $12,513,274. The loans are not recorded as assets on the accompanying

balance sheet or statement of net assets.

(5) Interfund Activity

The composition of interfund balances as of June 30, 2004 was as follows:

Interfund Interfund
Due From/To Receivables Payables
General FUNG.......ooooeee e $ 1,648,118 $ —
Special Revenue Funds
Community Development Block Grant..............ccccevvveiiiiinenennns — 69,885
ROAA USE TAX ..uiiiiiiiiiiiiiiiiiiie ettt — 789
HOUSING Programs ...........uueeiiiiiieiiiiiiiiiee e — 5,664
Federal Projects........oooo i — 1,414,192
Federal Aviation Agency Projects..........ccccccvviveeiee, 450,000 —
General Obligation Debt Service Fund................ccccvvivviiniieene, 86,276 —
Capital Projects Funds
June 2002 GO BON ......covvieeiiiiiiiiiiiiieee e 53,413 —
June 2003 GO BON ......ccviieiiiiiiiiiiiiiiee e — 450,000
June 2004 GO BON ......covveeeeeiiiiiiiiiiieee e e — 1,184,909
Rath Area Redevelopment...........cccvvviiiiiieeivveeiieie e, — 209,487
Enterprise Fund
SANIMANY SEWEN ... ..uieiiiieiiiiiiiieiiiiiieiieeebeeereeeareerrrarre e 1,098,633 1,514
$ 3,336,440 $ 3,336,440
Advance To/From
Sanitary SEWer FUN ..........coovviiiiiieiiee e $ 379,868 $ —
TIF DEDE SEIVICE ... — 379,868
$ 379868 $ 379,868
Due to/from primary government and component units:
Due to Enterprise Funds
SANIATY SEWET ..eeiiieee e ittt e e e ettt e e e e e e s s sttt et eeeeeeeaaaassaeeaeeeaaeeeesanssstsneeeeaaeeeaannes $ 562,771
SANIMALION. ..o 293,725
Due from Waterloo Water WOTKS........iieeiiiee ittt e et e e e r s e e 856,496
DIffErENCe. ... 32,698
Waterloo Water Works - Due to Primary GOVernment .........ccccccceeeeoiceiiiiinneeneennnns $ 889,194

The difference in the above amounts of $32,698 results from the different year ends of the entities as

described in Note 1.
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(5) Interfund Activity
Interfund Transfers

Operating Transfers

Transfer to Transfer From Amount
General Fund Special Revenue
Employee Benefits $ 4,891,000
Debt Service
General Obligation 385,000
General Obligation Debt Service General Fund 51,480
Debt Service
Nonmajor Governmental Funds 1,000,000
Nonmajor Special Revenue Special Revenue
Nonmajor Governmental Funds 46,142
Capital Projects
Nonmajor Governmental Funds 17,931
Nonmajor Capital Projects General Fund 280,953
Special Revenue
Local Option Tax 541,312
Enterprise

Sanitary Sewer

12,613

Total 7,226,431

Transfers generally move resources from the fund statutorily required to collect the resources to the fund
expending the resources or are for other operating purposes.

(6) Capital Assets

Capital asset activity for the year ended June 30, 2004 was as follows:

Balance -
Beginning
of Year
(Restated - Balance -
Note 18) Increases Decreases Transfers  End of Year
Governmental Activities
Capital Assets Not Being Depreciated

Land.....coooeeeiiiiiee e $ 25,404,558 $ 637,149 $ 77,236 $ — $ 25,964,471
Land held for redevelopment........... — 1,356,583 — — 1,356,583
Construction in progress ................. 14,468,985 9,532,416 — (10,999,966) 13,001,435
Total Capital Assets Not
Being Depreciated...................... 39,873,543 11,526,148 77,236 _(10,999,966) _ 40,322,489
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(6) Capital Assets

Governmental Activities
Capital Assets Being Depreciated
Buildings and improvements ...........
INfrastructure .........cccccoevviiiiieeeneeenn,
Furniture and equipment .................
Vehicles, machinery and equipment
Assets under capital lease
Total Capital Assets Being
Depreciated......cc.cccovvvcvvvvennnnnnn.

Less Accumulated Depreciation for
Buildings and improvements............
INfrastructure .........cccccoovviiniieneneennn,
Furniture and equipment .................
Vehicles, machinery and equipment
Assets under capital lease

Total Accumulated Depreciation...

Net Capital Assets Being Depreciated

Net Governmental Activities
Capital AssetS......cccccveeveeeeeeiiinnee,

Business-Type Activities
Capital Assets Not Being Depreciated
Land......oeeieeei e
Construction in progress
Total Capital Assets Not
Being Depreciated......................

Capital Assets Being Depreciated
BUIldiNgS ..cooeeeeiiveeeee e
Improvements other than buildings
Furniture and equipment..................
Vehicles, machinery and equipment
Assets under capital lease

Total Capital Assets Being
Depreciated........ccccovvviviieeennnnn.

Less Accumulated Depreciation for
BUIldiNgS ....coooeiiiiiieeeee e,
Improvements other than buildings
Furniture and equipment .................
Vehicles, machinery and equipment
Assets under capital lease

Total Accumulated Depreciation...

Net Capital Assets Being Depreciated

Net Business-Type Activities
Capital ASSetS......ccccvveeeeeeeeiiiiee

Balance -

Beginning

of Year
(Restated - Balance -
Note 18) Increases Decreases Transfers  End of Year
$ 59,546,458 $ 226,244 $ 3,397 $ 1,655,454 $ 61,424,759
23,974,039 — — 9,344,512 33,318,551
655,719 38,666 50,709 — 643,676
12,475,531 1,093,043 673,218 2,052,281 14,947,637
2,597,309 430,266 — (2,052,281) 975,294
99,249,056 1,788,219 727,324 _ 10,999,966 _ 111,309,917
30,614,423 1,658,776 1,614 — 32,271,585
— 743,741 — — 743,741
484,943 60,932 50,709 — 495,166
9,156,722 833,678 670,921 756,889 10,076,368
861,931 36,334 — (756,889) 141,376
41,118,019 3,333,461 723,244 — 43,728,236
58,131,037 (1,545,242) 4,080 _ 10,999,966 67,581,681
$ 98,004,580 $ 9980906 $ 81316 $  — $107,904170
$ 279,484 $ — 3 — $ — % 279,484
1,114,623 1,363,956 144,900 (496,932) 1,836,747
1,394,107 1,363,956 144,900 (496,932) 2,116,231
67,926,564 92,796 — — 68,019,360
30,612,008 — — 496,932 31,108,940
241,289 — 62,581 — 178,708
4,718,242 315,875 261,219 324,915 5,097,813
324,915 — — (324,915) —
103,823,018 408,671 323,800 496,932 _ 104,404,821
5,609,983 1,359,803 — — 6,969,786
6,001,331 612,241 — — 6,613,572
219,902 8,632 56,380 — 172,054
3,389,933 366,776 233,215 320,243 3,843,737
288,420 31,823 — (320,243) —
15,509,569 2,379,175 289,595 — 17,599,149
88,313,449 (1,970,504) 34,205 496,932 86,805,672
$ 89,707,556 $ (606,548) $179105 $  — $ 88,921,903
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(6) Capital Assets
Balance -
Beginning
of Year
(Restated - Balance -
Note 18) Increases Decreases Transfers  End of Year
Discretely Presented Component Unit
Capital Assets
Capital Assets Not Being Depreciated

Land.....cocoeeeiiiiiee e $ 164,152 $ — 3 — $ — % 164,152
Assets Not in Service...........coveeenee. 336,159 217,862 177,314 (45,070) 331,637
Total Capital Assets Not Being
Depreciated........cccocvveeeiiieenenns 500,311 217,862 177,314 (45,070) 495,789
Capital Assets Being Depreciated
Buildings and improvements ........... 1,726,195 100,546 — (28,264) 1,798,477
Water supply and distribution
SYSIEMS .. 17,386,328 25,034 — 108,709 17,520,071
Meters and equipment..................... 1,395,861 1,590 — (14,670) 1,382,781
Machinery and equipment............... 1,652,086 124,321 88,291 (20,705) 1,667,411
Total Capital Assets Being
Depreciated........ccccoecvvveeiicrinenanns 22,160,470 251,491 88,291 45,070 22,368,740
Total Accumulated Depreciation ..... 5,378,673 231,663 71,632 — 5,538,704
Net Capital Assets Being
Depreciated........ccccocvvvvriiiiiereennnnn, 16,781,797 19,828 16,659 45,070 16,830,036

Net Discretely Presented
Component Unit Capital Assets... $ 17,282,108 $ 237,690 $193973 §$ — $ 17,325,825

Depreciation expense was charged by the City as follows for the year ended June 30, 2004

Governmental Activities

PUDIIC SAFELY ..o e e e e e et e e e e e $ 418,884
(A0 o] [Tog Y o] T 1,932,385
HeEalth AN SOCIAl SEIVICES .. ... ittt e et et e e e e e e e e erreanes 3,364
CUIUIE AN FECTEALION ....uviiee ettt e e et e e e et e e e e e et e e s e e et e s aanas 705,804
Community and economic development ... 188,920
General QOVEIMMENT........uuiii e e e e e e et r e e e e e e et e e e e e e e eenten e eeeeees 84,104

Total GoOVEerNMENTAl ACHVITIES .......cuuiiiiiie e e e e e eees 3,333,461

Business-Type Activities

SANIMANY SEWEN ..., 2,144,192
SANHALION. .. 234,983

Total BUSINESS-TYPE ACLVILIES .....uueeiieeii e 2,379,175
Total Primary GOVEIMMENT .....cciiiiiiiiiiiiiiie ettt e e e e e s e eeeaaeeeas $ 5712,636
Component Unit - Water ... $ 231,663
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(7) Deferred Compensation Plans

Deferred Sick Leave Payout

Retirees have the option of receiving their sick leave (Note 8) payout immediately or receiving it as an
annuity over 60 months. If the annuity option is selected, interest is paid to the retiree at the same rate as
the City pays on the general obligation bonds last issued before the retirement date. At June 30, 2004,
28 retirees were receiving annuitized payouts, the present value of which was $354,876.

During 2001, the City began offering an early sick leave payout option for certain employees. Qualifying
employees can elect to receive 60% of the time in their frozen sick leave bank over a five-year period
prior to their retirement or termination of employment. At June 30, 2004, 20 employees were receiving
payments, the remaining balance of which was $115,656.

Fire Retirement Plan Under Code of lowa Chapter 410

The City provides pension benefits under Chapter 410 of the Code of lowa for certain of its retired
firefighters and beneficiaries through a defined benefit plan. The City acts as the administrator of the plan
as prescribed by State statute. At June 30, 2004, the plan had two members receiving total benefits of
$1,967 per month which changed to $2,067 per month in July, 2004. At June 30, 2004, the discounted
present value of deferred compensation under this plan was $95,311.

(8) Compensated Absences

City employees accumulate vacation and sick leave hours for subsequent use or for payment upon
termination or retirement. Governmental funds do not recognize these accumulations as expenditures
until paid. The vacation pay utilizes a calendar year for the calculation of benefits while sick leave utilizes
the City's fiscal year. Vacation days must be taken or paid during the calendar year except for
management personnel who may carry forward one week with proper approval. As of June 30, 2004,
there was $798,454 accrued for unused vacation days.

Prior to July 1, 1984, sick leave was allowed to accumulate to a maximum of 240 days, except for police
and fire personnel who could accumulate a maximum of 260 days. Any unused days at July 1, 1984 were
accumulated into a frozen sick leave bank. The days frozen in the bank are paid upon use, termination or
retirement (except for library employees who will only be paid upon use). If paid upon retirement, 60% of
the total accumulated hours are paid to employees. Retirees have the option of receiving the payout
immediately or receiving it as an annuity over 60 months. As discussed in Note 7, employees could elect
to receive a payout of 60% of their frozen sick dollars beginning in July, 2001. As of June 30, 2004, there
was $990,795 accrued for the frozen sick leave bank.

After July 1, 1984, sick leave is allowed to accumulate up to 12 days per year. At the end of the year,
25% of the unused days are payable to the employee as a bonus and 75% of the days are placed in the
sick leave bank for future use. The days accumulated in the bank after July 1, 1984 are not payable upon
termination or retirement. At June 30, 2004, $112,899, equivalent to 25% of unused sick leave subject to
payout has been accrued.

Vacation pay and the sick leave bonus are accrued in the funds paying the compensation. Accumulated

frozen sick bank leave is recorded as long-term debt in the government-wide statements and in the
applicable enterprise fund.

45



Notes to the Financial Statements

(8) Compensated Absences

Certain employees can elect either to be paid overtime compensation or to accrue the hours as
compensatory time, defined as additional time off from regular hours. Employees are required to be paid
for these services upon termination of employment. Maximum hours eligible to be used later as
compensatory time are limited by law and labor contracts. Governmental funds do not recognize these
accumulations as expenditures until paid. At June 30, 2004, there was $788,816 accrued for unused
compensatory time of which $769,049 is for governmental activities and $19,767 is for business-type
activities.

During the year ended June 30, 2004, it was discovered that the City's liability for compensatory time had
not previously been recorded. Generally accepted accounting principles for government-wide reporting
require that the City recognize a liability for the obligation and recognize the expense for the provision of
these services during the period they were provided. See Note 18 for a further discussion of the effects of
this error.

(9) Long-Term Debt

The following is a summary of the changes in long-term debt for the year ended June 30, 2004:

Balance -

Beginning
of Year Range of
(Restated - Balance - Interest
Note 18) Additions Retirements End of Year Rates

Governmental Activities
General obligation bonds and notes.... $ 55,270,000 $ 12,470,000 $ 8,450,000 $ 59,290,000 2.00- 6.000%

Loans and Notes..........cccevevveeveveeeiveeene, 1,509,779 385,000 291,665 1,603,114 0.00- 6.600
Capital lease obligations....................... 315,512 436,266 412,264 339,514 4.95-5.384
Deferred compensation........................ 589,378 211,715 235,250 565,843  2.67-5.580
Compensated absences ..........ccccee...... 1,960,828 45,118 314,408 1,691,538 N/A
Total Governmental Activities .......... $59,645,497 $13,548,099 $ 9,703,587 $ 63,490,009
Business-Type Activities
General obligation bonds..................... $12,890,000 $ 1,100,000 $ 380,000 $13,610,000 2.00-5.500
Revenue bonds.........ccccceveevieeciineeee, 21,940,000 — 2,070,000 19,870,000 4.50- 7.625
Capital lease obligations............c......... 25,304 — 25,304 — 4.95-5.384
Subtotal ......ccoeeevviiiecee e 34,855,304 1,100,000 2,475,304 33,480,000
Less unamortized discounts and
reacquisition COStS..........ooccvvveeeeeeenn. 318,738 — 78,198 240,540
Total Business-Type Activities......... $34,536,566 $ 1,100,000 $ 2,397,106 $ 33,239,460

The City issues bonds and notes primarily to provide funds for the acquisition and construction of major
capital facilities. General obligation bonds and notes have been issued for governmental and business-
type activities and to refund prior general obligation debt. Revenue bonds have been issued to fund the
acquisition and construction of sanitary sewer facilities and to refund prior general obligation and revenue
debt.

General obligation bonds and notes are direct obligations and pledge the full faith and credit of the City.
Revenue bonds are the obligations of the Sanitary Sewer Enterprise Fund and are generally payable
solely from the revenue of the Sanitary Sewer Enterprise Fund. Bonds generally are issued as 15 to
20-year serial bonds.
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(9) Long-Term Debt

During the year ended June 30, 2004, the City issued tax-exempt General Obligation Bonds, Series
2004A in the amount of $9,745,000, maturing June 1, 2005-2019, with coupon rates of 2.5% - 4.75%
(based on length to maturity) less a discount of $11,793. The face amount of refunding bonds,
$2,705,000, is reported as proceeds in the GO Debt Service Fund. An additional $1,100,000, to be used
to finance sanitary sewer improvements and to be repaid with user fees, is reported in the Sanitary Sewer
Enterprise Fund. The remainder of $5,940,000 is to be used to finance various projects throughout the
City and is reported in the June 2004 GO Bond Capital Projects Fund.

The City also issued $3,825,000 of taxable General Obligation Bonds, Series 2004B. These bonds
mature June 1, 2005 through 2018 and have coupon rates of 3% - 5.85%. The face amount of these
bonds is reported in the June, 2004 GO Bond Capital Projects Fund and are to be used as follows:

D] ESTe o101 ST $ 31,350
[ESXSY U [T 00 5 £ 78,650
Downtown deVvelOpMENT ..........vvii e e e eane 140,000
Northeast Industrial Area land acquisition and development ...........ccccccvviiiiviiieennenn. 3,500,000
Rath Area deVelOPMENT.........u i a e e e e e e e e e e e e e e e e e e aeeens 75,000
O A e e $ 3,825,000

Annual debt service on general obligation and revenue bonds at June 30, 2004 are as follows:

GO Debt Service Fund
General Obligation Bonds

Year Ending June 30, Principal Interest
2005, .t e e e $ 6,070,000 $ 2,462,870
2006, ... ettt a e eas 5,760,000 2,238,881
2007 . 5,775,000 2,041,616
2008....c e a e 5,020,000 1,840,045
2009, . e 4,880,000 1,642,086
2000 - 2014 oo 20,500,000 5,323,912
2015 - 2019 .ooiiiite s 11,285,000 1,387,873

$ 590,290,000  $ 16,937,283

Sanitary Sewer Enterprise Fund

General Obligation Bonds Revenue Bonds

Year Ending June 30, Principal Interest Principal Interest
2005.....ciiiiiiiiee $ 585,000 $ 639,020 $ 2,145,000 $ 1,215,786
2006......ccceiiiiriennne 625,000 613,121 2,235,000 1,094,746
2007 ..., 650,000 585,550 2,315,000 974,326
2008......cccviiiiiiennne 960,000 556,545 1,330,000 854,251
2009.....ciiiiiiiee 1,010,000 513,573 1,345,000 774,198
2010- 2014 ............ 5,755,000 1,820,711 7,785,000 2,459,746
2015-2019............. 4,025,000 489,678 2,715,000 279,851

$ 13.610.000 $ 5218198 $ 19,870,000 $ 7,652,904
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Enterprise fund interest expense of $2,016,052 for the year ended June 30, 2004 includes $1,928,832 on
bonds plus $8,721 on sanitary sewer capital leases, $301 on sanitation capital leases, $30,015 for
discount amortization and $48,183 for reacquisition amortization.

The resolutions providing for the issuance of revenue bonds include the following covenants:

1. The bonds will only be redeemed from the future earnings of the sewer system and the bondholders
hold a lien on the future earnings.

2. Sufficient monthly transfers shall be made to the sewer revenue bond and interest sinking account for
the purpose of making the bond principal and interest payments when due.

3. Monthly transfers will be made to establish a sewer revenue debt reserve fund, at a minimum required
balance equal to at least 10% of the original principal amount of bonds outstanding. The amounts
shall be used solely for the purpose of paying principal or interest on the bonds when insufficient
money is available in the sinking fund. Whenever it shall become necessary to use the funds in the
debt reserve fund, monthly payments shall be established to restore the funds used within a three-
year period.

4. Monthly transfers of $20,000 to the sewer improvement fund shall be made until the fund equals or
exceeds $450,000. Amounts in the improvement fund not otherwise specially limited by provisions of
the bond resolution shall first be used for the purpose of paying principal or interest on the bonds
when there shall be insufficient money in the sinking fund and the reserve fund, to pay the cost of
extraordinary maintenance or repairs, renewals and replacements not included in the annual budget
of revenue and current expenses, payment of rentals on any part of the system or payments due for
any property purchased as a part of the system and for capital improvements to the system.
Whenever it becomes necessary to so use the improvement fund, the monthly payments required
shall be continued or resumed until the fund is restored to the required minimum balance.

5. The City will cause to be kept proper books and accounts adapted to the system and in accordance
with generally accepted accounting practices, and will cause the books and accounts to be audited
annually not later than 90 days after the end of each fiscal year by an independent auditor.

6. The City will faithfully and punctually perform all duties with reference to the Sewer Enterprise
required by the Constitution and laws of the State of lowa.

7. The City will establish rates to allow net revenue to meet or exceed 125% of debt service
requirements for the year. For the year ended June 30, 2004, sewer net revenue was 153% of debt
service.

For the year ended June 30, 2004, except for timing of the annual audit, the City complied with bond
covenants.

As discussed in Note 19, the City subsequently refunded all revenue bonds. Covenants applicable to the

refunding issues are essentially the same as noted above except the audit due date has been changed
from 90 days to 270 days after the end of each fiscal period.
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Refunded Bonds

On June 30, 2004, the City defeased $2,635,000 of Series 1996 general obligation bonds by approving a
funding trust agreement with its refunding trustee. On June 30, 2004, the City closed on $2,705,000 of
General Obligation Refunding Bonds dated June 1, 2004 with proceeds of $2,648,653 wired directly to
the refunding trustee. Accordingly, neither the trust account nor the defeased bonds are included in the
City's financial statements.

Governmental Activities

The City, through its blended component unit, Waterloo Housing Authority, is indebted to the Federal
Financing Bank (FFB) for $700,609 from the purchase of the Ridgeway Towers housing complex. The
debt is scheduled to mature November 1, 2015. The United States Department of Housing and Urban
Development pays interest and principal of $86,364, annually, directly to FFB. The City reports the
payment transaction in the GO Debt Service Fund.

The City was indebted to the Waterloo Industrial Development Association (WIDA) for land known as the
Northeast Industrial Park. Payments were made from the TIF Debt Service Fund. During the year ended
June 30, 2004, this debt was retired. Principal of $75,600 and interest of $10,821 was paid to WIDA.

During November, 1996, to obtain funding for promoting Midport America, the City’s airport area tax
increment financing district, the City borrowed $100,000 from Basic Materials Corp. Interest, at 3%, is due
on the loan each June 1. Principal is to be repaid as land in the district is marketed; however, the City
intends to repay the loan at $10,000 per year until repaid. During the year ended June 30, 2004, the City
paid principal of $10,000 plus interest of $2,537 on the loan. Payments are made from the TIF Debt
Service Fund. At June 30, 2004, the unpaid principal was $80,000.

On March 22, 1999, the City entered into a real estate purchase agreement with Hurst Holding Company
for land known as the Tower Technology Park. The purchase price of $548,856 is to be paid in annual
installments of $78,408, beginning April 1, 2002 through April 1, 2008 when the remaining balance is due.
Included in the payment is variable interest at the prime rate minus 0.25% adjusted each April 1 (3.75% at
April 1, 2004). During the year ended June 30, 2004, the City paid principal of $61,613 and interest of
$16,795 from the TIF Debt Service Fund. At June 30, 2004, the balance of $295,863 is outstanding.

During the three years ended June 30, 2004, the City reported that it had drawn $197,082 of a potential
$345,875 loan from the lowa Department of Economic Development, Brownfield Redevelopment
Program, for the purchase of real estate in the Rath Redevelopment Area. The loan is at zero percent
interest with no payments due in the first five years after development. Depending on the percentage
increase in taxable property valuation for the redevelopment area, from 100% to 0% of the loan will be
forgiven. The unforgiven portion will be due in ten equal semi-annual payments. The City has scheduled
repayment for July, 2011 from the TIF Debt Service Fund. At June 30, 2004, the City determined that it
incorrectly accounted for a drawdown in 2002 and that $248,454 had actually been drawn on this loan. As
disclosed in Note 18, beginning net assets have been increased $51,373 to correct this error.

On May 18, 2004, the City purchased land for development from Brock, Inc. for $385,000 under a real
estate contract requiring annual payments of $40,000 including interest at 3% beginning June 1, 2005
and continuing through June 1, 2009 when the unpaid balance is due. At June 30, 2004, a balance of
$329,560 was outstanding. The City has scheduled repayments to be made from the TIF Debt Service
Fund.
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Other Loans and Notes
Other governmental activity loans and notes mature as follows:

GO Debt Service Fund TIF Debt Service Fund

Year Ending June 30, Principal Interest Principal Interest
2005.....cccceiiiiinnee $ 39,997 $ 46,367 $ 106,803 $ 24,005
2006.......ccceeeiiinnnne 42,764 43,600 110,836 19,672
2007, 45,586 40,778 114,384 15,824
2008........cceeeeeee. 48,595 37,769 129,142 11,849
20 [ 01 51,707 34,657 214,258 7,328
2010 - 2014 ............ 314,942 116,878 227,082 1,800
2015-2016............ 157,018 15,710 — —

$ 700,609 $ 335,759 $ 902,505 $ 80.478

Agency Fund Loan

The City passes through loans and forgivable loans from the lowa Department of Economic Development
(IDED)’s Community Economic Betterment Account (CEBA) to local businesses. The City is required to
make a good faith effort to ensure IDED’s Community Economic Betterment Account is repaid for the
loans and, if required, the forgivable loans. The recipients may make payments directly to IDED. At
June 30, 2004, outstanding balances on the two loans and two forgivable loans totaled $170,300. This
debt is recorded in the CEBA Agency Fund.

Capital Lease Obligations

In previous years, the City purchased park, golf course maintenance, road maintenance and sewer
maintenance equipment at a cost, net of trade-ins, of $2,521,221. The purchases were financed with
capital lease obligations from John Deere Credit with interest rates ranging from 4.95% through 5.384%.

On July 14, 2003, the City approved a lease purchase agreement with John Deere Credit to purchase
equipment costing $436,266 for use in parks and golf courses. Terms include six semi-annual payments
of $73,930, including interest at 1% beginning December 1, 2003. Payments are recorded in the GO Debt
Service Fund. The transaction was recorded as a culture and recreation expenditure and as an other
financing source in the General Fund.

At June 30, 2004, future minimum lease payments on the capital lease obligations were as follows:

Governmental Activities

Road Use Tax Present

Go Debt Service Fund Special Revenue Fund Value of

Minimum Minimum Minimum

Lease Interest Lease Interest Lease

Year Ending June 30, Payments Portion Payments Portion Payments
2005, ..., $ 178,983 $ 3,668 $ 7,320 $ 145 $ 182,490
2006.....cccceviiiiiiiiieennn, 158,351 1,327 — — 157,024
$ 337,334 $ 4,905 $ 7,320 $ 145 $ 339,514
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Notes to the Financial Statements

(10) Operating Leases

Effective July 1, 1999, the City’s sanitary sewer operations entered into a five-year agreement for the
management of biosolid by-products produced at the Wastewater Treatment Facility. The agreement
included the lease of a storage facility at a monthly cost of $18,000. Effective July 1, 2004, the agreement
was extended for an additional five years at a monthly rental of $4,500.

The following is a schedule by years of future minimum lease payments required under operating leases
that have initial or remaining noncancelable lease terms in excess of one year at June 30, 2004:

Year Ending June 30,

2 010 T $ 54,000
22010 TN 54,000
24 01O 7 2N 54,000
2010 2N 54,000
220101 N 54,000
TO AL ettt ettt nnnnnn $ 270,000

Rental expense for all material operating leases was $216,000 for the year ended June 30, 2004.

(11) Retirement Systems

Police and Fire Retirement Plans
The City contributes to the Municipal Fire and Police Retirement System of lowa (MFPRSI), which is a
cost-sharing multiple-employer public police and fire employees defined benefit pension plan
administered by a board of trustees.

MFPRSI provides retirement, disability and death benefits which are established by state statute to plan
members and beneficiaries. MFPRSI issues a publicly available financial report that includes financial
statements and required supplementary information. The report may be obtained by writing to MFPRSI,
2836 - 104th Street, Urbandale, lowa 50322.

Plan members are required to contribute 9.35% of their earnable compensation and the City's contribution
rate may not be less than 17% of annual earnable compensation. For the year ended June 30, 2004, the
City's rate was 20.48%. Contribution requirements are established by state statute and may be amended
by the State of lowa legislature with the consent of the governor. The City’s contributions to MFPRSI for
the years ended June 30, 2004, 2003 and 2002 were $2,199,954, $1,807,190 and $1,772,347
respectively, which met the required contributions for each year.

lowa Public Retirement System

The City contributes to the lowa Public Employees Retirement System (IPERS) which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of lowa. IPERS provides
retirement and death benefits which are established by state statute to plan members and beneficiaries.
IPERS issues a publicly available financial report that includes financial statements and required
supplementary information. The report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines,
lowa 50306-9117.
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Notes to the Financial Statements

(11) Retirement Systems

Plan members are required to contribute 3.70% of their annual salary and the City is required to
contribute 5.75% of annual covered payroll. Contribution requirements are established by state statute
and may be amended by the State of lowa legislature with the consent of the governor. The City’s
contributions to IPERS for the years ended June 30, 2004, 2003 and 2002 were $661,927, $640,237 and
$632,850, respectively, which met the required contributions for each year.

Component Unit

Plan Description - The Waterloo Water Works (Utility) maintains the Waterloo Water Works Pension
Plan (Plan), which is a single employer defined benefit plan administered by the Pension Committee of
the Waterloo Water Works. The Plan provides retirement benefits to plan members and beneficiaries.
Cost-of-living adjustments are provided to members and beneficiaries at the discretion of the Committee.
The Plan does not issue a stand-alone financial report. The actuarial report on the Plan is held at the
Utility’s office.

Funding Policy

The contribution requirements of Plan members and the Utility are established and may be amended by
the Utility. Plan member contributions are not currently required. The Utility is required to contribute
amounts necessary to provide benefits based on the actuarial valuation. Amounts contributed to the plan
during 2003, 2002 and 2001 were $150,000, $0 and $0, respectively.

Annual Pension Cost and Net Pension Obligation

The annual pension cost for 2003 was determined as part of the actuarial valuation using the January 1,
2003 aggregate actuarial method. This method does not identify or separately amortize unfunded
actuarial accrued liabilities. The actuarial assumptions for 2002 and 2001 included (a) 8% investment rate
of return (net of administrative expenses) and (b) projected salary increases of 3% per year, compounded
annually and retirement at age 65. The actuarial valuation at January 1, 2003 assumes retirement at
age 62 with 30 years of service. The assumptions did not include any postretirement benefits. The
actuarial value of assets was determined using the current market value of investments.

Three-Year Trend Information

Annual Percentage

Pension of APC Net Pension
Year Ending Cost (APC) Contributed Obligation
December 31, 2001 .......ccoeeevvveeeeeeeeeeeennnnnn, $ 47,003 0% $ 47,003
December 31, 2002........ccceevviiiiiviiiiinnnennn. 100,214 0% 147,217
December 31, 2003.......ccceevviiiiiiiiiiiiineeenn, 107,163 140% 104,380

(12) Deficit Fund Balances

The Federal Projects Special Revenue Fund had a deficit in unreserved fund balance of $841,635 at
June 30, 2004.
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(13) Commitments

Construction

The City is involved in construction of capital assets, mainly streets and sanitary sewer facilities. Much of
the construction is funded, at up to 85% of the cost for streets and at 55% for sanitary sewer facilities,
through federal grants. City participation in the programs is generally funded through proceeds of debt
issues. At June 30, 2004, the City was committed to approximately $9.8 million of construction contracts.

Property Tax Rebates

The City has entered into several development agreements with various businesses located in City tax
increment financing districts. The agreements offer rebates of portions of taxes paid for up to ten years,
depending on each individual agreement. The amount of the rebates are a percentage of the actual taxes
paid by the business. Rebates are reported at the time property taxes are received.

Loan Guarantees

The City has guaranteed a bank loan of Cedar Skyline Corporation d/b/a Main Street Waterloo. In the
event the primary debtor is unable to repay the loan, the City would be required to make the payments. At
June 30, 2004, the note balance was approximately $246,000.

In conjunction with the Downtown and East Side Small Business Improvement Program, the City has
committed to guarantee up to the greater of 50% or $25,000 of eligible loans made by participating banks.
No such loans had been made as of June 30, 2004.

Retired Employees Health Care

Employees hired before 1990 who retire with 28 or more years of service but who have not reached
age 65 are eligible for City-paid health care coverage. During the year ended June 30, 2004, the City
incurred approximately $815,000 for retirees' health care coverage of which approximately $37,000 was
paid by retirees under COBRA provisions. The City records the costs on the "pay as you go" method.
Programs/functions are charged for employees who retired from the program/function.

(14) Joint Ventures and Jointly Governed Organizations

The City is a participating member of several organizations including the Black Hawk County Criminal
Justice Information System (CJIS), the Black Hawk County Solid Waste Management Commission
(SWMC) and the Metropolitan Transit Authority (MET). The City is contingently liable for a portion of the
debt of CJIS. In addition, the City pays its share of costs for CJIS, including debt service, pays landfill
fees to SWMC and levies, collects from Black Hawk County and remits property taxes to MET
($1,056,191 during the year ended June 30, 2004). During the year ended June 30, 2004, the City
received a distribution of $1,073,828 from SWMC. Cumulative unexpended SWMC distributions are
reported in the General Fund as designated for Vision lowa projects. Also, during the year ended
June 30, 2004, the Sanitation Fund recognized an operating grant of $274,988 from SWMC and received
$274,988 from the prior year grant. These grants are used to offset recycling costs.

CJIS financial information is reported within the Black Hawk County annual financial report. SWMC and
MET issue their own annual reports.

The City has no equity position in any of the organizations.
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(15) Industrial Development Revenue Bonds

The City has issued a total of $137,809,000 of industrial development revenue bonds under the
provisions of Chapter 419 of the Code of lowa. The amount outstanding at June 30, 2004 is not reported
to the City by either the debtors or creditors. Therefore, outstanding balances are unknown. The bonds
and related interest are payable solely from revenue of applicable projects. Bond principal and interest do
not constitute liabilities of the City.

(16) Risk Management

The City is exposed to various risks of loss related to torts; theft, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. These risks are covered by the
purchase of commercial insurance. Settled claims from these risks have not exceeded commercial
insurance coverage in any of the past three fiscal years.

The City assumes the risks of loss of both mobile vehicles and equipment, except certain fire equipment
with large per-unit costs which are insured against loss, and police officers and firefighters workers'
compensation.

(17) Contingencies

The City is involved in various lawsuits in the normal course of business. The City's management cannot
predict the outcome of the lawsuits or reasonably estimate the amount of any loss that may result.
Accordingly, no provision for any contingent liabilities that may result has been made in the financial
statements. Management believes that losses resulting from these matters, if any, would be primarily
covered under the City's insurance policies and would not have a material effect on the financial position
of the City.

(18) Prior Period Adjustments

During the year ended June 30, 2004, City management determined that four corrections were necessary
to previously reported net assets.

A drawdown from an lowa Department of Economic Development forgivable loan
was accrued and recognized as an other operating source of funds at June 30,
2002. Cash was received during the year ended June 30, 2003. Debt reported at
June 30, 2003 duplicated the accrual. At June 30, 2003, governmental other loans
and notes were overstated and governmental net assets invested in capital assets,
net of related debt, were understated by the amount of the duplication. $ 51,372 a

The noncurrent liability for compensated absences due to banked compensatory
time was inadvertently omitted from the net asset conversion at June 30, 2002, the
changes in functional expenses for the year ended June 30, 2003 and the liability at
June 30, 2003. Had the liability been properly reported, governmental noncurrent
liabilities - compensated absences would have increased and governmental
unrestricted net assets would have decreased by the amount of the omission. 720,320 b
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(18) Prior Period Adjustments

As discussed in Note 14, the Black Hawk County Solid Waste Management
Commission awarded an operating grant to the City prior to June 30, 2003 and
recorded the liability as of June 30, 2003. The award date was not reported to City
financial management. Therefore, the grant receivable and revenue were not
recognized by the City at June 30, 2003. Had the award been properly recognized,
sanitation fund and business-type receivables and unrestricted net assets would
have increased by the amount of the award. $ 274,988 c

When the City valued its buildings and improvements in 1994, the library was
recorded at the original cost when it was built as a post office in 1939 less
accumulated depreciation equal to the cost for a net book value of zero. The City
received the land and building in 1979 when its estimated fair value was $57,145
for land and $514,306 for the building. During the year ended June 30, 1981, the
City expended $3,650,000 on capital improvements which allowed the building to
serve as a library. Capitalized building costs are depreciated on a straight-line
basis over an estimated useful life of 40 years. Capital assets and net assets at the
beginning of the year have been restated as follows:

As Previously Error Net Asset
Reported  Correction As Restated Effect
Land......ccuveeeiiieeeiiieeee e $ 25347,413 $ 57,145 $ 25,404,558
Buildings and improvements ......... 55,953,603 3,592,855 59,546,458
Less accumulated depreciation
for buildings and improvements 28,765,674 1,848,749 30,614,423
Net Buildings and Improve-
ments Depreciated............... 27,187,929 1,744,106 28,932,035
Net Land, Buildings and
Improvements ..........ccceeeveeenne. $ 52535342 $ 1801251 $ 54,336,593 $ 1,801.251 d

Total net assets at June 30, 2003 have been restated as follows:

Government Wide Proprietary Funds
Govern- Business- Major Nonmajor
mental Type Component Sanitary
Activities Activities Total Unit Sewer Sanitation Total
Total net assets,
as previously
reported ....... $ 63,944,254 $ 65,455,880 $129,400,134 $ 17,469,340 $ 63,258,685 $ 2,197,195 $ 65,455,880
Corrections
= 51,372 — 51,372 — — — —
o J (720,320) — (720,320) — — — —
Couverreeeeeeeeeeens — 274,988 274,988 — — 274,988 274,988
(o I 1,801,251 — 1,801,251 — — — —
1,132,303 274,988 1,407,291 — — 274,988 274,988
Total Net
Assets, as

Restated ..... $ 65,076,557 $ 65,730,868 $130,807,425 $ 17,469,340 $ 63,258,685 $ 2,472,183 $ 65,730,868
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(19) Subsequent Events

On June 28, 2004, the City agreed to pay WDC Properties I, Inc. $241,500 plus interest at 4.5% in two
years for property located at 220 Jefferson. Property closing, which created the liability, took place
August 10, 2004.

On August 12, 2004, the City closed on two sewer revenue refunding bond issues dated August 1, 2004.
Proceeds were used to pay costs of issuance and to refund all outstanding sanitary sewer revenue
bonds. Net proceeds were deposited with a refunding agent. Outstanding issues will be called and retired
at the first available call date after the closing. Maturities of the refund bonds are as follows:

Year Ending Tax Exempt Taxable Total
June 30, Principal Rates Interest Principal Rates Interest Principal Interest
2005 .......... $ 1,995,000 2.500% $ 271,716 $ 720,000 3.00% $ 333,365 $ 2,715,000 $ 605,081
2006 .......... 1,930,000 2.500 312,413 395,000 3.00 422,886 2,325,000 735,299
2007 .......... 2,210,000 3.000 264,163 135,000 3.50 411,036 2,345,000 675,199
2008 .......... 880,000 3.000 197,863 615,000 4.00 406,311 1,495,000 604,174
2009 .......... 610,000 3.500 171,463 875,000 4.30 381,711 1,485,000 553,174
2010 - 2014 3,030,000 3.5- 3.875 514,307 5,130,000 4.50- 5.25 1,260,917 8,160,000 1,775,224
2015 - 2019 985,000 4.0 - 4.200 81,640 1,725,000 5.35- 5.45 122,813 2,710,000 204,453
$ 11.640.000 $1.813.565 $ 9,595,000 $3.339.039 $21.235.000 $5.152,604

Total debt service of $26,387,604 (principal $21,235,000 and interest $5,152,604) replace the revenue
bond debt service discussed in Note 9 of $27,522,904 (principal $19,870,000 and interest $7,652,904) for
a net reduction of $1,135,300.
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Budgetary Comparison Schedule - Budget to Actual (Modified Cash Basis) -

All Governmental Funds and Proprietary Funds

Year Ended June 30, 2004

Actual Amounts

Budgetary Actual
Budgeted Amounts Basis Over (Under)
Original Final (See Note B) Final Budget
Revenue and Other Financing Sources
Receipts
Property taxes .......ccccveeeeeeeeeiiiiiiiieee, $ 29,033,374 $ 29,033,374 $ 29,076,565 43,191
TIF revenue .......cccvveveeveeiiiiiiieeeeeen 1,765,000 1,765,000 1,892,297 127,297
Other taxes.....ccooeeeevveviiiiiieeeeeeeiinnn, 9,971,129 10,693,419 10,930,657 237,238
Licenses and permits.........cccccceeeeeennee. 1,042,841 1,092,841 1,154,492 61,651
Use of money and property ................ 1,100,920 1,100,920 1,652,980 552,060
Intergovernmental.............cccoeeeeeeeennn. 21,609,633 27,885,673 20,013,967 (7,871,706)
Charges for services..........cccceeeeeeen. 18,339,529 18,493,654 17,742,046 (751,608)
Special assessments...............cceveeneee 106,000 101,000 37,700 (63,300)
Miscellaneous..........cccceeeeeiveiiiineneenne. 630,700 783,850 2,023,059 1,239,209
Total Receipts ...cccceveeeveiiiiiiieeenn. 83,599,126 90,949,731 84,523,763 (6,425,968)
Other Financing Sources
Transfer from other funds................... 8,289,933 9,247,707 8,311,267 (936,440)
Debt proceeds........cccccvveeeeeiiiiiiiinnnnn. 6,500,000 44,940,000 13,900,000 (31,040,000)
Sale of capital assets..........cccoeeeeereees — — 142,933 142,933
Total Other Financing Sources .. 14,789,933 54,187,707 22,354,200 (31,833,507)
Total Receipts and Other
Financing Sources........ccccccccvuvennes 98,389,059 145,137,438 106,877,963 (38.259.475)
Disbursements and Other Financing Uses
Governmental Activities
Public safety.........ccccvvvieiiiieiiiiee, 20,925,331 20,970,417 20,303,374 (667,043)
Public WOrksS ......cocovvviiiiiiiiiiiieeiies 16,947,041 17,608,242 15,377,316 (2,230,926)
Health and social services ............... 444 374 439,179 440,395 1,216
Culture and recreation...................... 6,124,750 6,063,109 5,590,242 (472,867)
Community and economic
development..............cccceeinneinnnn, 12,916,121 13,957,943 10,025,137 (3,932,806)
General government .............cceeeeens 3,401,570 3,311,920 2,920,607 (391,313)
Debt Service ........oooevvviiiiiiieeis 10,711,278 17,707,278 13,082,852 (4,624,426)
Capital projects .........occcvvvveeeeeeeennnnns 11,500,000 29,416,473 11,542,763 (17,873,710)
Total Governmental Activities........ 82,970,465 109,474,561 79,282,686 (30,191,875)
Business-type activities ............cccuuuee. 13,159,503 33,392,100 12,549,677 (20,842,423)
Total Disbursements ................... 96,129,968 _142,866,661 91,832,363 (51,034,298)
Other Financing Uses
Transfers to other funds ............c........ 8,289,933 9,247,707 8,311,267 (936.440)
Total Disbursements and Other
Financing Uses......ccccccccveeeeiiiinnnee. 104,419,901 152,114,368 100,143,630 (51,970,738)
Receipts and Other Financing Sources
Over (Under) Disbursements and
Other Financing UseS ........cc..c.c..... (6,030,842) (6,976,930) (6,734,333) 13,711,263
Beginning Fund Balance .................... 69,187,652 69,187,652 31,856,002 (37,331,650)

Ending Fund Balance.......................

$ 63,156,810 $ 62,210,722

$ 38,500,335 $ (23,620,387)
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Budgetary Comparison Schedule - Budget to Actual (Modified Cash Basis) -

All Governmental Funds and Proprietary Funds

(A)

(B)

In accordance with the Code of lowa, the City Council annually adopts a budget on a modified cash
basis following required public notice and hearing for all funds. The annual budget may be amended
during the year utilizing similar statutorily prescribed procedures.

Formal and legal budgetary control is based upon ten major classes of disbursements known as
functions, not by fund or fund type. These ten functions are: public safety, public works, health and
social services, culture and recreation, community and economic development, general
government, debt service, capital projects, business-type and nonprogram. Although the budget
document presents function disbursements by fund type, the legal level of control is at the
aggregated function level, not at the fund or fund type level. During the year, one budget
amendment was adopted which increased budgeted disbursements by approximately $46,740,000.
The budget amendments are reflected in the final budgeted amounts.

The City uses the same modified cash basis of accounting for budgetary reporting as is used for its

internal financial records. Under this basis, cash transactions are modified by certain receivables
and payables and by certain noncash revenue and expenditures.
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Schedule of Comparison - Funds Statements (GAAP Basis) to Budgetary

(Modified Cash) Basis

Year Ended June 30, 2004

GAAP Basis
Governmental Enterprise Total
Funds Funds Funds

Revenue/Receipts
Property taxes.......cccoceeevveeenens

$31,726,881 $

Property Tax
Collected
for and Other GAAP
Remitted Conversion
to MET Adjustments

Budgetary
Basis

$ 31,726,881 $ 1,056,191 $ (1,814,210)$ 30,968,862

Other taxes......cccvcveeeeiiieeeenns 9,187,463 — 9,187,463 — 1,743,194 10,930,657
Licenses and permits............... 1,151,715 — 1,151,715 — 2,777 1,154,492
Use of money and property..... 733,879 78,470 812,349 — 840,631 1,652,980
Intergovernmental ................... 19,963,676 758,444 20,722,120 — (708,153) 20,013,967
Charges for services............... 5,791,181 12,658,065 18,449,246 — (707,200) 17,742,046
Interfund charges for services. 2,671,780 — 2,671,780 — (2,671,780) —
Special assessments .............. 109,999 — 109,999 — (72,299) 37,700
Miscellaneous .............ccceeenee. 2,336,581 — _ 2,336,581 — (313,522) 2,023,059
Total Revenue/Receipts 73,673,155 _ 13,494,979 _ 87,168,134 _ 1,056,191 _ (3,700,562)_ 84,523,763
Expenditures and Expenses/Disbursements
Public safety.......cccccevcveeeennnnn. 20,081,214 — 20,081,214 — 222,160 20,303,374
Public WOrks .......ccccevviiieeennn 17,121,845 — 17,121,845 1,054,195 (2,798,724) 15,377,316
Health and social services....... 517,555 — 517,555 — (77,160) 440,395
Culture and recreation ............ 6,506,123 — 6,506,123 — (915,881) 5,590,242
Community and economic
development..........ccccuvveeeenn. 11,966,597 — 11,966,597 — (1,941,460) 10,025,137
General government ............... 3,501,031 — 3,501,031 — (580,424) 2,920,607
Debt service .......coceevvcveeeennnne, 8,896,219 2,016,052 10,912,271 — 2,170,581 13,082,852
Capital projects .....cccceevvvvveeens 7,820,334 — 7,820,334 — 14,533,866 22,354,200
Business-type activities........... — _ 9,509,606 _ 9,509,606 — _ 3,040,071 _ 12,549,677
Total Expenditures and
Expenses/Disbursements__76,410,918 _ 11,525,658 _ 87,936,576 _ 1,054,195 _ 13,653,029 102,643,800
NEL oo (2,737,763)__ 1,969,321 (768,442) 1,996 _(17,353,591) (18,120,037)
Other Financing Sources (Uses)
Operating transfersiin ............. 7,226,431 — 7,226,431 — 1,084,836 8,311,267
Operating transfers out ........... (7,213,818) (12,613) (7,226,431) — (1,084,836) (8,311,267)
Proceeds from sales of assets 197,945 (34,206) 163,739 — (20,806) 142,933
Debtissued........cccceevvvveeennnne 13,291,266 — 13,291,266 — 608,734 13,900,000
Payment to refunded bond
€SCrow agent........cccceeeeeennnn. (2,648,652) — (2,648,652) — 2,648,652 —
Bond discounts and issue costs (148,943) (41,531) (190,474) — 190,474 —
Total Other Financing
Sources (Uses) .............. 10,704,229 (88,350)_ 10,615,879 — _ 3,427,054 _ 14,042 933
Change in Fund Balance/
Net ASSetS ...ccocevvcieeeeiiieenn, 7,966,466 1,880,971 9,847,437 1,996 (13,926,537) (4,077,104)
Balance - Beginning of Year... _ 22,753,205 _ 65,730,868 _ 88,484,073 — _(56,628,071) _ 31,856,002

Balance - End of Year...........
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General Fund Description

The General Fund is used to account for all of the City’s financial resources which are not required
legally, contractually or by sound financial management to be accounted for in another fund.
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Schedule of Revenue, Expenditures and Changes in Fund Balance -

General Fund

Year Ended June 30, 2004

Revenue

Property taxes .......ccccceeeeee.
Other taxes.........ccccceeeeeennn.
Licenses and permits
Use of money and property
Intergovernmental...............

Charges for services

Interfund charges for service
Special assessments
Miscellaneous.....................

TOtal REVENUE ...t

Expenditures
Public Safety Program
Mayor
Black Hawk Emergency Management Agency

CONTACTIUAI SEIVICES ..eeviieieiei et e et e e e e e et e e eaaees
Total Activity and Department...........cooovevvvviieeeee e

Police Department
Police Operations

Compensation and benefits ...
COoNtractual SEIVICES .......coviiiiiiiiiiiiiiieieiiiiieeeieeeeeeiee e eeeeeeeneeeanees
COMMOGILIES ...
Capital OULIAY .....evveeeeeeeeeeeee e

TOtAl ACHVILY . ..eeeeeeiieiiieeiieeiiie ettt eeeeeeeeeeees

Police Grants

Compensation and BENEfitS ..o,
Contractual SEIVICES .....uuiiiiiieiceiice e eeeeans
(07011 .40 o 11111 SR
(02T o] r= N0 U | 1=V

TOtAl ACTVILY ...ttt eeeeeeeeeeees

Local Law Enforcement Block Grant

Compensation and benefits .........ccccccvvviiiii,
(0fe] o] (= (o (U =1 IR oY o]
TOtAl ACHVILY . ..eeeeeeiieiiieeiieeiiie ettt eeeeeeeeeeees

Law Enforcement Program

CONFACLUAI SEIVICES ...t ae s
(@011 0101010 [1 (TSI
Total ACHIVILY.....cc e e

Tobacco Grant

Compensation and BENEfitS ..o,
Total ACHIVILY.....cce e e
Total DepartMeENt ...........uuvveviieiiiieiiieiieeiieeriererererrre .

$ 14,402,507
1,379,822
1,142,650

461,170
1,298,209
5,245,846
1,986,780

109,999
2,197,384

$ 28,224,367

$ 46,910

46,910

7,713,066
809,809
198,088

259

8,721,222

70,255
1,471
4,000

22,381

98,107

58,046

24,263

82,309

20,000

62,260

82,260

3,848

3,848

8,987,746
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Schedule of Revenue, Expenditures and Changes in Fund Balance -
General Fund

Year Ended June 30, 2004

Expenditures
Public Safety Program
Fire Department
Fire Protection

Compensation and BenefitS .........oooiiiiiiiiiiiiii $ 5,806,242
(@011 =11 10 F= IE=Y ST A/ 0 3T 368,787
(000] 001 a0 0 [ ([T 179,334
TOTAI ACHVITY ... e ettt e e e e e e st r e e e e e e e e 6,354,363
Fire Restricted Programs
(@70 ] 0] L0 0 111 T=TS 353
TOLAI ACHVITY ... ettt e e e e e e et r e e e e e e 353
Fire Ambulance Services
Compensation and BeNEfitS ..........uuiiii i 909,387
(000] 011 r= (e (0 F=1 IEY=] 4V (o1 YR 108,731
(000] 0] L0 10 [ 1T=TS T 101,655
QL0 = LI 1Y/ 2RSSR 1,119,773
Fire Safety Program
Compensation and BeNEfitS ........covvvviiiiiiiiiiiiiiie e 129,706
CONITACTUAI SEIVICES ..evie ittt ettt et et e e et r e et et et e e e reanns 28,930
(070 ] 011 L0 0 111 T=TS 5,339
QL0 = LN 1Y/ 2T 163,975
Fire Federal CDC Grant
Compensation and BENEfitS ........c.uuiiiii i 32,313
(000] 011 r= (e (0 F=1 I Y=] 8V (o1 YR 7,208
(000] 0] L0 0 [T T=TS T 1,071
B0 = o 1Y/ 40,592
Fire Federal ACT Grant
Compensation and beNEfitS ........covvvviiiiiiiiiiiiiiie 26,278
CONITACTUAI SEIVICES ..evieeieeeee ettt ettt et et e e et et et et e e e reaans 4,605
Capital QULIAY .......cooeeeeei e 2,301
B0 = Lo 1Y/ 2R 33,184
B0 =L D= o = g (01T o 7,712,240

Traffic Operations Department
Animal Control

CONITACTUAL SEIVICES .. veieeeiee ettt ettt ettt et e et e e e et e e e e e e e eereaereaeees 184,991
(070 ] 001100 111 T=TS 261
Total Activity and DepartMent..........coouiiiiiiiiiiiie e 185,252

Building Inspection Department
Building and Housing Safety

Compensation and DENETILS..... oo 643,757
(@0] 11 =1 10 F= 1 IE=Y T /03T 24,211
(000] 121 g 100 11 [T 16,476

Total Activity and DepartMent..........coouiiiiiiiiiiiieeee e 684,444
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Statement of Revenue, Expenditures and Changes in Fund Balance -

General Fund

Year Ended June 30, 2004

Expenditures

Public Safety Program Totals

Current

Compensation and DENETILS..........c e

CONITACTUB SBIVICES .. cveieeeite ettt ettt et e e et e et e et e e et e e et e e e e e e e e e e reaeees

Commodities
Subtotal..
Capital outlay

Total Public Safety Programi........ ...ttt eeeeeeeeeeeeneeeneeenees

Public Works Program

Clerk

Parking Administration
Compensation and DENETIS .........oooiiiiiiiiii e
(Ofe] g1 (= T (B o1 IR A ol
COMMOGITIES ...ttt ettt e e et e e e e e e e s s bbb e e e e e e e e e e s aanne
Total Activity and DePartMent..........coooiiiiiiiiiiiieeee e

Planning and Zoning
Sidewalk Repair/Construction
(=T o] r= 1011 | 1 - VA
Total Activity and DepartMent...........cooieviiiiii e

Traffic Operations
Parking Maintenance
Compensation and BENETItS ........covvviiiiiiiiiiiieeeeee
(O70] g1 (7= 1o (8 =1 IR =T 0V o] =
(0] 091 3T L1 1[PPI
Capital QULIAY .......coeeeeeii e
Total Activity and DePartMeENt............uuuuuuiiiiiiiiee e

Airport

Airport Administration
Compensation and DENETILS ........coooiiiiiiiii e
(OFe] g1 (7= Tox (8 =1 RS oY ol
COMMOAITIES ...eeeieeei ettt e e beseneneenennnees
TOTAI ACHVITY ..o etiiie ettt e e e e e e et r e e e e e e

Airport State Projects
(Ofe] g1 (= T (B oL IR oY ol PSP
QL0 = LN 1Y/ 2T
TOtaAl DEPAITIMENT ... e e e e e e e e e e

$ 15,392,898
1,629,916
568,837
17,591,651
24,941

$ 17,616,592

$ 38,612
63,021

3,409

105,042

(3,701)
(3,701)

181,202
38,397
8,762

2,004

230,365

509,180
372,999

68,888
951,067

9,574

9,574

960,641
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Schedule of Revenue, Expenditures and Changes in Fund Balance -

General Fund
Year Ended June 30, 2004
Expenditures

Public Works Program Totals
Current

Compensation and benefits...........ccocoee
Contractual SEIVICES .......occevuiii i e
COMMOUAILIES ..evvviiie i e e e e

SUBLOtAL.....cee s
Capital OULIAY ......cceeiiiiiieieecee e

Total Public WOrks Program ..........cccccevviiiiiiiiieeccceiie e,

Health and Social Services Program
Mayor
Youth Initiative/Juvenile Justice Grant

Compensation and benefits ..........ccccc
CoNtractual SEIVICES .....cccvveiiiiiieeeiee e
(070] 0] L0011 11T

TOtAl ACHVILY. .. .ueeeeiiiiiiiiiiiiiiiiiii e

Health and Sanitation

Contractual SEIVICES ........cccvvvviiiiiiiii e
QL0 = Lo 1 2
Total DepartMeNt ............uuuuiiiiiiiiiiiiii ...

Human Rights Department
Human Rights

Compensation and benefits ..........cccoeviviiiiiiiiieen
CoNtractual SEIVICES .....cocvveiiiiiie e
COMMOAITIES ...cvviiiiei e

Total ACHVILY....cceeeeeiice e

Housing Enforcement

Compensation and benefits .........ccccce
Contractual SEIVICES ........cccvvvviiiiiiiiiiiiee e
COMMOGILIES ...
Capital OUtlaY ........ccovvviieiiiiiiiiieeeeee e

Total ACHVILY....cceeeeeiiee e e

Cedar Valley Diversity Action Team

Contractual SEIVICES ......coiiiiiiiiiiciie e
TOtaAl ACHVITY...cooiiiiiieiie e
Total DepartMeENt ............uvuuiiiiiiiiiiiiiii ...

Health and Social Services Program Totals
Current

Compensation and benefits...........cccoeei
CONraCtual SEIVICES ...t
COMMOAILIES ...eeiieeiiiiiiie e

SUDBLOTAL ..ceeiie e
Capital OUtlaY.........cooeeeiiiee s

Total Health and Social Services Program

$ 728,994
483,991
81,059
1,294,044
(1,697)

$ 1,202,347
$ 16,378
79,400

4,727
100,505

75,000

75,000

175,505

180,503
25,699

2,518

208,720

68,157
50,336
2,736

6,886

128,115

5,215

5,215

342,050

265,038
235,650

9,981

510,669

6,886

$ 517,555
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Schedule of Revenue, Expenditures and Changes in Fund Balance -

General Fund

Year Ended June 30, 2004

Expenditures
Culture and Recreation Program
Mayor
KBBG Communications
(Ofe] g1 (7= Tox (8 =1 IR T oY ol
L0 = Lo 1Y/ 2
Fairview Cemetery Association
CONraCtual SEIVICES ....vvuiiii i e e e e e e ea s
B0 = o 1Y/ 2
Loz L D LT o = Vg 0 = o U

Cultural/Arts
Junior Gallery
CONLraCLUAl SEIVICES ...ttt a e e
(0701 1¢] 4100 [} 1T PPTRPRR
L0 = Lo 1Y/ 2
Center for the Arts
Compensation and DENETIS .........oooiiiiiiiiii e
(OFe] o] (7= Tor (8 =1 IR =T oY ol
(07a] 091 3 T o 1111 PSSP
QL0 = LN 1Y/ 2T
Theater and Symphony
Compensation and BENEfitS ........c.uuiiiii i
QL0 7= LN 1Y/ 2SRRI
TOtal DEPAITIMENT ... e e e e e e

Library
Library Services
Compensation and BenefitS .........oooiiviiiiiiiiiii
(Ofe] g1 (= T B =L IR o ol
COMMOGITIES ...ttt e bbbt e e e e e e e e s e bbb e e e e e e e e e s aannes
(=T o] r= 1011 | 1 -\ YRS
L0 = Lo 1Y/ 2
Enrich lowa
(O70] g1 (7= 1o (8 =1 IR =T 4ol
B0 = o 1Y/ 7
Library Access Plus
(0701 1¢] 40 T0 [} 11 PPTRPRR
B0 = Lo 1Y/ 7
Library Grants
COMMOGILIES ...ttt ettt e e e e e e e r e e e e e e e e enabeeees
TOTAI ACHVITY ..o eeiiee ettt e e e e e e st e e e e e e aaan
Library Gift and Trust
COMMOGILIES ...ttt e et e e e e e e bbb e e e e e e e e s ennbeeees
(0= To]1 =110 U] 1 =Y PP PPPPTPP PP
B0 = o 1Y/

$ 17,000

17,000

25,000
25,000

42,000

1,344

5,127

6,471

517,422
137,013

11,711

666,146

111,804
111,804
784,421

836,909
201,386
156,098
448
1,194,841

17,930

17,930

1,690

1,690

10,150

10,150

76,284

6,456

82,740
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Schedule of Revenue, Expenditures and Changes in Fund Balance -

General Fund

Year Ended June 30, 2004

Expenditures

Culture and Recreation Program

Library

Library Service Area
Commodities
Total Activity
County Library System
Contractual services
Commodities
Capital outlay
Total Activity
Library Open Access
Commodities
Total Activity
Total Department

Leisure Services

Leisure Services
Compensation and benefits
Contractual services
Commodities
Capital outlay
Total Activity
Leisure Services Projects
Commodities
Capital outlay
Total Activity

Golf Courses
Compensation and benefits
Contractual services
Commodities
Total Activity
Golf Course Improvements
Commodities
Capital outlay
Total Activity

Sports and Youth Services
Compensation and benefits
Contractual services
Commodities
Capital outlay
Total Activity

Young Arena
Compensation and benefits
Contractual services
Commodities
Capital outlay
Total Activity
Total Department

$ 5,200

5,200

14,284
20,423

3,400

38,107

6,649

6,649

1,357,307

1,118,602
222,345
161,078
207,921

1,709,946

998

15,343

16,341

677,216
31,630
327,093
1,035,939

55,983

2,332

58,315

324,576
36,955
87,530

1,182

450,243

284,121
128,538
165,615
24,678
602,952
3,873,736
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Schedule of Revenue, Expenditures and Changes in Fund Balance -

General Fund

Year Ended June 30, 2004

Expenditures
Culture and Recreation Program Totals
Current
Compensation and DENETILS..... ...
(070 o1 (7= 1o (B =T IR oY/ ol =3
COMMOAILIES ... e
Y0 o] (o] = | PP PUPPPPPRPPRR
(0= To]1 = 110 011 =\ TP P PP PPPPPPPPPPPP

Total Culture and Recreation Program...............oouiiiiiiiiiiiiiiiiiiiiieeiieeeeeeeeeeeneenneeneeennee

Community and Economic Development Program
Mayor
lowa Northland Council of Governments
CONTACTUAI SEIVICES ..ottt e e e e e et s e st e e st e e et s s aa e eans
L0 = Lo 1Y/ 2
Municipal Band
CONTACTUAI SEIVICES .. oeviiiie ettt et e e e et e et e et e s e e s ea e e et eraaeeees
B0 = o 1Y/ 7
Tourism Promotion
(000] 011 r= (e (0 F=1 I Y=] 4V (o1 Y R
B0 = o 1Y/ 2
Waterloo Convention and Visitors Bureau
CONTACIUAI SEIVICES ..uviiiieii ettt e et e e s e e s e e e e e et eeees
TOTAI ACHVITY ... ettt e e e e e e et e e e e e e e
B0 = LI D= o = g (01T o

Planning and Zoning
Planning and Zoning
Compensation and BeNEfitS ..........uciiii i
CONLrACIUAI SEIVICES ...ttt e e e e e e aneeees
(0] 091 0T o L1 1[PPI
Capital QULIAY .......coeeeeiii e
B0 7= LN 1Y/ 2SRRI
Economic Development
(=T o] £= 1011 | 1 -V
L0 = Lo 1Y/ 2
TOtaAl DEPAITIMENT ... e e e e e e e

Central Garage
Central Garage
Compensation and DENETILS ........coooiiiiiiiiii e
(Ofe] g1 (= T (B o1 IR =T oY ol
COMMOGIIES ...ttt e e e e e e e e e e e s e bbb e e e e e e e e e e aanne
TOTAI ACHVITY ... ettt e et e e e e e s e e e e e e e

$ 3,870,650
833,425
1,091,629
5,795,704
261,760

$ 6,057,464

$ 27,499

27,499

21,000

21,000

62,634

62,634

357,590
357,590
468,723

396,670
11,137
4,143

4,601

416,551

420,000
420,000
836,551

556,298
12,838

77,685

646,821
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Schedule of Revenue, Expenditures and Changes in Fund Balance -

General Fund

Year Ended June 30, 2004

Expenditures

Community and Economic Development Program
Central Garage
Central Garage - Motor Pool Service
COMMOGILIES ...ttt et e e e e e e e e e e e e e e e e e anabenees
L1012 L Ao 1Y/ 2
Lo ez L B LT o =g 0 = o |

Building Inspection
Code Enforcement
Compensation and BenefitS .........oooviiiiiiiiiiiiii
CONraCtual SEIVICES ....uvueiii i e e e et e e e e e e erar s
(0701110 4100 11 11T
TOTAI ACHVITY ..o eeie ettt e e e e e e e e e e e e e
Five Sullivans Civic Center
Compensation and DENETIS .........oooiiiiiiiiii e
(O70] g1 (= (o3 (U =1 IR=T=T oY o] =
(0] 0313 100 L1111t
(=T o] c= 101U |1 = Y2t
QL0 7= LN 1Y/ 2R
L0z U B LT o = Vg 0 = o | U

Cultural/Arts

Cultural Arts Projects
(OFe] g1 (7= Tox (0 =1 IR oY ol
(0] 091 0T L1 11
Total Activity and DEeParTMENT...........uuu i

Community Development
LHAP-Housing Pool
(=T o] c= 101U |1 > Y2
QIO 7= Lo 1Y/ 2SRRI
Emergency Shelter Pass Through
Compensation and BENEItS ........oovviiiiiiiiiiiiieeeeeeee
(Ofe] g (= T B =1 IR =T A o]
L0 = Lo 1Y/ 2
Economic Development
(Ofe] g (= T (B o1 IR oY ol =X PSSP
B0 = o 1Y/ 2T
B0 = LI D= o = g (01T o

Community and Economic Development Program Totals

Current

Compensation and DENETILS..........uuiiiiiiiii e

CONITACTUBL SBIVICES .. vttt e et e e e e et et e e e e e e e e eaeees

Commodities
Subtotal..
Capital outlay

Total Community and Economic Development Program .........ceevvveviveviiiiiieniennnee.

$ 44,932

44,932

691,753

135,838
1,865

1,900

139,603

55,725
47,575
34,865
169,460
307,625
447,228

29,677
33

29,710

970
970

1,453
150,863
152,316

21,652

21,652

174,938

1,145,984
744,330
163,558

2,053,872
595,031

$ 2,648,903
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Schedule of Revenue, Expenditures and Changes in Fund Balance -

General Fund

Year Ended June 30, 2004

Expenditures
General Government Program
Mayor's Office
Compensation and BENETItS.......ccoeeiiiiiiiie e,
CONFACTUAI SEIVICES ...
COMMOAILIES ...
QL0 7= Lo 1Y/ 2SRRI
Administrative and Management Information Services
Compensation and DENETILS..... oo
CONFACTUAI SEIVICES ...
COMMOAILIES ..oeiiiiiii e e e e e e e e e e e e e e e e e s ab s e e e e eeeesaeaanns
B0 = o 1Y/ 7
Veteran's Memorial Hall
CONLFACIUAI SEIVICES ....vviiiiiiee e ettt e e e e e e e e e e e s st e e e e e e e e annnes
COMMOAILIES ..oeiiiiiiii et e e e e e e e e ettt e e e e e e e e sasbta e e eeeaeeeanees
L0 = Lo 1Y/ 2
TOtal DEPAMMENT ....euiiiiiiiiei e

City Council
City Council
Compensation and BENEItS ........covvviiiiiiiiiiiiieeee
(Ofe] g1 (7= Tox (8 =1 IR =T oY ol
Total Activity and DepartMent...........cooieviiiiii e

City Clerk and Finance
Telecommunications
Compensation and BENETItS ........covvviiiiiiiiiiiieeeeee
CONtraCtual SEIVICES ....uvuuiii it e e e e e e e aa s
(0] 091 3T L1 1[PPI
Capital QULIAY .......coeeeeeii e
B0 = Lo 1Y/ 2R
City Clerk and Finance
Compensation and BeNEfitS ..........uuiiii i
CONLraCLUAI SEIVICES ...ttt e e e e e e e aaeees
Claims, judgments and CONtINGENCIES ........ccooviiiiiiiiiiiiie e
[ = Tox 1 To] o I o0 1] £ R
(07a] 091 8100 111 [
TOTAI ACHVITY ..o etiiie ettt e e e e e e et r e e e e e e
Liability Insurance
Compensation and BeNEfitS ..........uuiiii i
CONLraCLUAI SEIVICES ...ttt e e a e e e e e
TOTAI ACHVITY ..o eeiiee ettt e e e e e e st e e e e e e aaan
Health and Life Insurance
Compensation and BENEItS ........oovviiiiiiiiiiiiieeeeeee
TOTAI ACHVITY ..o e ittt e e e e e e s e e e e e e e e ananes

$ 94,488
12,287

1,050

107,825

141,912
102,815

5,293

250,020

68

7,597

7,665

365,510

43,311

2,750

46,061

87,292
1,665
2,132

3,239

94,328

460,646
259,911
44,810
38,052

5,899

809,318
363,888

846,513
1,210,401

(6,274)
(6,274)
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Schedule of Revenue, Expenditures and Changes in Fund Balance -

General Fund

Year Ended June 30, 2004

Expenditures

General Government Program
City Clerk and Finance

Print Shop

(O00] 011 = (10 F=1 BT Y/ (o T
L0 = Lo 1Y/ 2
TOtal DEPAMMENT ....uuiiiiiiiii e

City Attorney

City Attorney
Compensation and DENETIS ........coooiiiiiiiiii e
(OFe] g1 (7= Tox (8 =1 RS oY ol
(070] 091 3T o 1111 USSP
Total Activity and DePartMeENt.............uuuuuiiiiiiieieeee s eee e

Human Resources
Human Resources
Compensation and DENETILS ........ccooiiiiiiiiii e
(O00] 01 = (10 F=1 BT Y/ (o T
(070 ] 011 L0 0 111 T=TS
Total Activity and DePartMeENt............uuuuuuiiiiiiieie e e

Building Inspection
Facilities Maintenance
Compensation and DENETILS .........oooiiiiiiiiii e
(Ofe] g1 (7= Tox (8 =1 IR =T oY ol
COMIMOGITIES ...ttt e e e e e e e e e e e e s e bbb e e e e e e e e e e s annne
Total ActivitieS and DePartMENt.........oooouiiiiiiiiee e

General Government Program Totals

Current

Compensation and DENETILS .. ...

(O0] 11 =1 10 F= 1 IE=Y T /03T

Commodities
Subtotal..
Capital outlay

Total General GOVEernmMeNt Program...........c.vueiiieeiiiiiieiiiiiiieesisereeseressresnrenn.

$ 42,086

42,086

2,149,859

91,327
116,601

7,331

215,259

183,640
11,408

1,571

196,619

197,172
199,138

59,970

456,280

1,657,402
1,678,104

90,843

3,426,349

3,239

$ 3,429,588
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Schedule of Revenue, Expenditures and Changes in Fund Balance -
General Fund

Year Ended June 30, 2004

Expenditures
o] TR Y= 1 =3 3ROSR $ 17,616,592
(o8] o1 F TR0 = 1,292,347
Health and SOCIAl SEIVICES........uuiiiiiiiiiiii e 517,555
CUIUIE AN RECTEALION. ... e ettt ettt ettt ettt ettt et e e e e et et e e e s eenreenreareaneees 6,057,464
Community and EConomic DeVelOpMENt ...........uuiiiiiiii e 2,648,903
GENEral GOVEIMIMENT ...ttt ettt e e e e e s s e e e e e e e e s anbbb e e e eeeeeesaanne 3,429,588
TOtal EXPENUITUIES .ottt e e e e e et e e e e e e e 1,562,44
Revenue Under EXPENTITUIES .......uuuuueieiee e s a e $ (3,338,082)
Other Financing Sources (Uses)
Operating transfers iN...........ooo 5,276,000
Operating traNSTEIS OUL.........uiiiiiiiiiiiti et e e e e e e e e aaes (332,433)
Proceeds from SAlE Of S SBES . iviiiiiitiie ettt ettt et e et et e e e e e e eeaas 197,945
Capital lease obligations iNCUITed............ccoeeeiiiiii i, 436,266
Total Other FINANCING SOUICES.....uuuiiiicc e 5,577,778

Revenue and Other Financing Sources Over Expenditures and

Other FINANCING USES ...ttt e e e e e et s s e e e e e eeataaan e e e e e eeennes 2,239,696
Fund Balance - BeginniNg Of YA ..........uuuuuiuuiiiiiiii e 5,817,682
Fund BalancCe - ENG Of YA .. ..ot e s $ 8,057,378

71



Combining Balance Sheet Schedule - Nonmajor Governmental FUNQS ——

At June 30, 2004

Assets
Cash and cash equivalents ..............
INVESIMENTES ..o
Receivables
Property taxes - succeeding year...
Loans and NOteS.........cceeevvnveevnrennn.
Due from other funds...........ceeeenne.e
Due From Other Governments
Federal.....coooveveiiiiiiiieeeeeeen,

Inventories and prepaids..................
Restricted Assets
Cash and cash equivalents............

Total ASSELS covvveeieeieeeeeeeeeeeeeen,

Liabilities and Fund Balances
Liabilities
Accounts payable ..........cccccvviiinnnnnes
Retainages payable.............ccccvvvnnee
Accrued liabilities...........cccvvvviiininnnns
Due to other funds..........ccoeevvveenn.
Deferred revenue...........cccccvvvveennn.
Compensated absences...................
Advances from other funds...............
Payable From Restricted Assets
Customer deposits and advances..
Total Liabilities...........c.ccccoeoe.

Fund Balances
Reserved for inventories and
prepaids ...
Reserved for improvements .............
Unreserved
Undesignated...........cccccveeeeeeerinnnnns
Total Fund Balances..................

Total Liabilities and Fund
Balances ......cooevveviiiiiiii

Special TIF Debt Capital
Revenue Service Projects Total
$ 4,287,032 $ 1,140,549 $13,338,600 $ 18,766,181
426,799 — — 426,799
451,050 2,152,294 — 2,603,344
184,564 — — 184,564
450,000 — 53,413 503,413
2,156,086 — 194,945 2,351,031
1,654,436 — 473,719 2,128,155
7,144 11,210 — 18,354
372,148 — — 372,148
87,569 — — 87,569
10076.828 $ 3304053 $14.060.677 $ 27.441558
$ 473,637 $ 156,212 $ 377,421 $ 1,007,270
101,116 — 96,085 197,201
118,272 — 257 118,529
1,490,530 — 1,844,396 3,334,926
3,231,149 2,152,294 307,738 5,691,181
187,497 — — 187,497
— 379,868 — 379,868
140,214 — — 140,214
5,742,415 2,688,374 2,625,897 11,056,686
14,006 — — 14,006
82,957 — — 82,957
4,237,450 615,679 11,434,780 16,287,909
4,334,413 615,679 11,434,780 16,384,872
10076.828 $ 3304053 $14.060.677 $ 27.441558
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Combining Schedule of Revenue, Expenditures and Changes in Fund

Balances - Nonmajor Governmental Funds

Year Ended June 30, 2004

Revenue

Property taxes .......ccccovveeiiieiiiiiiinenee.
Licenses and permits...........cccceeeu.....
Use of money and property ..............
Intergovernmental............ccccccevnnnnnns
Charges for services............cccceeee.
Interfund charges for service............
Miscellaneous.............evvvvvvevrininnennnnns

Total Revenue...........ccccccevveeenn.

Expenditures
Current

Public safety.......cccccceeeeiiieinivieninnnnn,
Public WOrkS ......cvvevviiiiiieeeieeeenn,
Culture and recreation....................

Community and economic

development ...........ccceeevvvieeneeennn,

Debt Service

Principal .........ccvvvveeiiiiiiiiiiiinnnns
Interest and fees .........cvvvvvvvevnnnnnns
Capital projects.........cccceeeevveiiniinnnn,
Total Expenditures ...................

Revenue Over (Under)

Expenditures .......cccccvvvvvvvvnnninnnnnns

Other Financing Sources (Uses)

Operating transfersin......................
Operating transfers out....................
Debtissued..........ccuvevvvieiiiiiiiiiniiinnns
Bond discounts and issue costs........

Revenue and Other Financing
Sources Over (Under)
Expenditures and Other

Financing Uses.........ccccccceeiiiinns
Fund Balance - Beginning of Year....

Fund Balance - End of Year...........

Special TIF Debt Capital

Revenue Service Projects Total
436,819 $ 1,884,064 $ — $ 2,320,883
9,065 — — 9,065
12,408 13,708 64,498 90,614
17,623,366 — 905,606 18,528,972
451,877 — 13,650 465,527
685,000 — — 685,000
83,761 — 1,200 84,961
19,302,296 1,897,772 984,954 22,185,022
219,653 — — 219,653
9,689,046 — — 9,689,046
448,659 — — 448,659
8,860,562 457,132 — 9,317,694
151,496 202,721 — 354,217
2,479 30,154 — 32,633

— — 7,820,334 7,820,334
19,371,895 690,007 7,820,334 27,882,236
(69,599) 1,207,765 (6,835,380) (5,697,214)
64,073 — 834,878 898,951
(46,142) (1,000,000) (17,931) (1,064,073)

— — 10,150,000 10,150,000
— — (145,670) (145,670)
(51,668) 207,765 3,985,897 4,141,994
4,386,081 407,914 7,448,883 12,242,878
$ 4334413 $ 615679 $ 11434780 $ 16,384,872
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Special Revenue Fund s - Des Crip 0N S e —

Special Revenue Funds account for the proceeds of specific revenue sources that are legally or
contractually restricted for particular purposes. The proceeds are segregated into individual funds to
ensure that expenditures are made exclusively for qualified purposes, as follows:

Major:

Employee Benefits Fund (Trust and Agency Fund) - This fund is required by the Code of lowa to
account for property taxes levied for employee benefits.

Local Option Tax Fund - This fund is used to account for the proceeds of the local 1% sales and use
tax which are used for reconstruction and repair of City streets.

Nonmajor:

Library Tax Levy Fund - This fund is used to account for property taxes levied, as passed by local
referendum, to be used to increase the hours of operation of the Waterloo Public Library.

Community Development Block Grant Fund - This fund accounts for revenue received under the
Community Development Block Grant federal entitlement.

Road Use Tax Fund - This fund is required by the Code of lowa to account for the City’s share of fuel
taxes collected and allocated by the state which must be used for local street maintenance.

State Funded Projects Fund - This fund is used to account for resources received from the state of
lowa for various state-approved projects. These projects could include, but are not limited to, RISE
(Revitalize lowa’'s Sound Economy), REAP (Resource Enhancement and Protection) and CEBA
(Community Economic Betterment Account).

Housing Programs Fund - This fund is used to account for resources received to provide housing
assistance, primarily Federal Section 8 and Ridgeway Towers.

Federal Projects Fund - This fund is used to account for resources received for various federally
funded projects which are not accounted for elsewhere.

Federal Aviation Agency Projects Fund - This fund is used to account for resources from the Federal
Aviation Agency and Passenger Facility Charges for airport development.
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Combining Balance Sheet Schedule - Nonmajor Special Revenue Funds mm

At June 30, 2004

Community
Develop-
ment
Library Block Road Housing Federal
Tax Levy Grant Use Tax Programs Projects
Assets
Cash and cash
equivalents .................. $ 443,376 $ 600 $ 1,963,333 $ 1,772,263 $
Investments.................... — — — 426,799 —
Receivables
Property taxes -
succeeding year........ 451,050 — — — —
Loans and notes.......... — 184,564 — — —
Due from other funds ..... — — — — —
Due from Other Governments
Federal .........cccoeeevnnen. — 1,691,564 — 120,901 87,171
o)V SR — — — — 1,654,436
Other......coccevvveeeeen, 5,632 — — — 1,512
Inventories and prepaids — — 14,006 358,142 —
Restricted cash and
cash equivalents.......... — — — 4,612 —

Federal
Aviation
Agency

Projects Total

— $ 107,460 $ 4,287,032

— 426,799

— 451,050
— 184,564
450,000 450,000

256,450 2,156,086
— 1,654,436
— 7,144
— 372,148

82,957 87,569

Total AssetS....ccoeeeeeeens

Liabilities and Fund Balances

Liabilities
Accounts payable........... $ —$ 204,793 $ 59,0563 $ 14,003$ 131,375 $ 64,413 $ 473,637
Retainages payable ....... — 933 — — 75,183 25,000 101,116
Accrued liabilities ........... 12,709 15,258 81,949 7,595 761 — 118,272
Due to other funds.......... — 69,885 789 5,664 1,414,192 — 1,490,530
Deferred revenue........... 451,050 1,560,406 — — 963,243 256,450 3,231,149
Compensated absences 11,849 25,453 137,665 12,530 — — 187,497
Payable from Restricted
Assets
Customer deposits
and advances......... — — — 140,214 — — 140,214
Total Liabilities.. 475,608 1,876,728 279,456 180,006 2,584,754 345,863 5,742,415
Fund Balances
Reserved for inventories
and prepaids................ — — 14,006 — — — 14,006
Reserved for improve-
MEeNtS....cceevvvveeeeeee, — — — — — 82,957 82,957
Unreserved -
undesignated............... 424,450 — 1,683,877 2,502,711 (841,635) 468,047 4,237,450
Total Fund
Balances........... 424.450 — 1,697,883 2,502,711 (841,635) 551,004 4,334,413

Total Liabilities and
Fund Balances...........
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Combining Schedule of Revenue, Expenditures and Changes in Fund

Balances - Nonmajor Special Revenue Funds

Year Ended June 30, 2004

Revenue
Property taxes .......cccceevvieiiieeeiiiiiiieeeeeeeennns
Licenses and permitsS............ccceveveeeeeennnns
Use of money and property ..........cccceuvee.
Intergovernmental..........ccccceevviiiiiiiniennnnn.
Charges for services.........ccccceeeeeeeeeeennn.
Interfund charges for service....................
Miscellaneous...........ceevveeeiiiiiiiiiiiiieeeeenne
Total Revenue ......cccccovvvviiiieeeeeeiis

Expenditures

Current
Public safety ...
Public WOrKS .........uvveiiiiiiiiiiiiiiiiiiiiiiiiiins
Culture and recreation...........ccccccceevvunes
Community and economic development

Debt Service
Principal ..........cvvvvviiviiiiiiiiiiiiiiiiiiiiiiiinnnn,
Interest and fEeS ........cevvviiiiiiiiiiieeeene

Total Expenditures ........cccccceeeeeiiinins

Revenue Over (Under) Expenditures....

Other Financing Sources (Uses)
Operating transfersin...............................
Operating transfers out....................ooo...

Revenue and Other Financing Sources
Over (Under) Expenditures and Other
Financing USes ........ccccccviiiiiiiiienneennn,

Fund Balance - Beginning of Year............

Fund Balance - End of Year...................

Library
Tax Levy

$ 436,819

.................................... 3,830

440,649

448,659

448,659

(8,010)

(8,010)
432,460

$ 424,450

Community
Development
Block Grant

3,055,294
40,565

29,187
3,125,046

3,125,046

3,125,046
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Federal

State Aviation

Road Funded Housing Federal Agency
Use Tax Projects Programs Projects Projects
$ — — $ — 3 — $ —
9,065 — — — —

— — 8,472 — 106
5,726,700 45,360 5,208,889 2,602,156 984,967
54,393 — 156,312 15,000 185,607
685,000 — — — —
17,682 — 5,595 31,297 —
6,492,840 45,360 5,379,268 2,648,453 1,170,680
— — — 207,015 12,638
5,813,597 — — 2,106,524 1,768,925
— — 5,156,675 578,841 —
151,496 — — — —
2,479 — — — —
5,967,572 — 5,156,675 2,892,380 1,781,563
525,268 45,360 222,593 (243,927) (610,883)
— 46,142 — — 17,931

— — — (46,142) —
525,268 91,502 222,593 (290,069) (592,952)
1,172,615 (91,502) 2,280,118 (551,566) 1,143,956
$ 1,697,883 $ — $ 2,502,711 $ (841,635) $ 551,004

Total

$ 436,819
9,065

12,408
17,623,366
451,877
685,000

83,761

19,302,296

219,653
9,689,046
448,659
8,860,562

151,496
2,479
19,371,895

(69,599)

64,073
(46,142)

(51,668)
4,386,081

4,334,411
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Debt Service Fund Description

Major:

The GO Debt Service Fund is used to account for the accumulation of resources for, and payment of,
principal and interest on general long-term debt.

Nonmajor:
The TIF Debt Service Fund is used to account for the accumulation of resources from tax increment
financing projects, payment of contracted rebates and other obligations related to the projects and

transfers to the GO Debt Service Fund and/or other funds to reimburse the other funds for expenditures
on the projects.
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Capital Project Funds - Descriptions

Capital Project Funds account for the City’s financial resources used for the acquisition or construction of
major nonproprietary capital facilities. The City of Waterloo has capital project funds as follows:

Nonmajor:

June 2000 GO Bonds Fund - This fund is used to account for proceeds from the 2000 general
obligation bond sale until expended for the proper purpose.

June 2001 GO Bonds Fund - This fund is used to account for proceeds from the 2001 general
obligation bond sale until expended for the proper purpose.

June 2002 GO Bonds Fund - This fund is used to account for proceeds from the 2002 general
obligation bond sale until expended for the proper purpose.

June 2003 GO Bonds Fund - This fund is used to account for proceeds from the 2003 general
obligation bond sale until expended for the proper purpose.

June 2004 GO Bonds Fund - This fund is used to account for proceeds from the 2004 general
obligation bond sale until expended for the proper purpose.

Sixth Street Substitution Fund - This fund is used to account for resources used for the
construction/reconstruction of Martin Luther King Jr. Drive/Sixth Street.

Rath Area Redevelopment Fund - This fund is used to account for resources used for the acquisition
and redevelopment of real estate within the boundaries established as the Rath Area.

Vision lowa Projects Fund - This fund is used to account for resources used for costs incurred for
projects assigned to the Vision lowa group of projects.
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Combining Balance Sheet Schedule - Capital Projects Funds

At June 30, 2004

Assets

Cash and cash equivalents ................cccccvvvvvvevvnenne,

Due from other funds........coooveviiveeiiiieieeee e

Due From Other Governments
Federal........oooueiiiiii e

Liabilities and Fund Balances

Liabilities

Accounts payable ...

Retainages payable...........ccoooiiiiiiiiee

Accrued llabilitieS........covvveiiie e,

Due to other funds..........cooeiiiieiiiiiiiiee e

Deferred reVENUE..........oviveeiieeeeeeeeee e
Total LiabilitieS...ccceviiiiiiiiieiieeeeeee e

Fund Balances
Unreserved
undesignated..........cccoevveeiiiiiiiiiie e
Total Fund BalanCes........ccoooevvvviiviiiiiiieeieeeieee

Total Liabilities and Fund Balances .....................

June 2000
GO Bonds

June 2001
GO Bonds

$ 197,350

$ 19,736

19,736
177,614

177,614

$ 197,350

June 2002
GO Bonds

$ 1,339,346
53,413

$ 54,869
29,492

84,361

1,308,398
1,308,398

$ 1,392,759
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Rath Area

June 2003 June 2004 Sixth Street Redevelop-

GO Bonds GO Bonds  Substitution ment

$ 3,172,302 $ 8,349,562 $ 76,228 $ —

— — — 194,945

— — 21,205 452,514

$ 3,172,302 $ 8,349,562 $ 97,433 $ 647,459

$ 139,615 $ 109,649 $ — $ 18,313

6,394 15,632 — 44 567

— — — 257

450,000 1,184,909 — 209,487

— — 21,205 286,533

596,009 1,310,190 21,205 559,157

2,576,293 7,039,372 76,228 88,302

2,576,293 7,039,372 76,228 88,302
172,302 $ 8,349,562

Vision
lowa
Projects

$ 200,000

$ 35,239

35,239

164,761
164,761

$ 97433 $ 647459  $ 200,000

Total

$ 13,338,600
53,413

194,945
473,719

$ 14,060,677

$ 377,421
96,085

257
1,844,396
307,738
2,625,897

11,434,780
11,434,780

14 (7
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Combining Schedule of Revenue, Expenditures and Changes in Fund
Balances - Capital Projects Funds

Year Ended June 30, 2004

June 2000 June 2001 June 2002
GO Bonds GO Bonds GO Bonds
Revenue
Use of money and property .........ccoceeeeeeecvveeeeeeinvennnn. $ 114 $ 3,717 $ 4,676
Intergovernmental...........ccccceeeeieiiiiiiiiiii e — — —
Charges for ServiCes.........ccccovvvveiiiie e — — —
MiSCellan@OUS..........uuuiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeee — — —
Total ReVeNUEe ... 114 3.717 4,676
Expenditures
Capital projects........cccceeeiviiii 15,033 463,956 1,286,947
Total EXpenditures .......ccccccevvvvvviiiiiiieceee 15,033 463,956 1,286,947
Revenue Over (Under) Expenditures..........c......... (14,919) (460,239) (1,282,271)
Other Financing Sources (Uses)
Operating transfers iN..........ccccvveviiii e, — 12,613 —
Operating transfers out.............ccccccvviviiiiieviieeeeee, — — (17,931)
=T oA TS 1T — — —
Bond discounts and iSSUe COStS .........ccccevvvviiniieennnns — (24,500) —
Revenue and Other Financing Sources
Over (Under) Expenditures and Other
FINancing USES .........cuvvviiiiiiiiiiiiiiiiiiiiiiiiiineinieennes (14,919) (472,126) (1,300,202)
Fund Balance - Beginning of Year...........cccccvveeeeenn. 18,731 649,740 2,608,600
Fund Balance - ENnd Of Year....coouuueuueeeueeeeennnnnn. $ 3,812 $ 177614 $ 1,308,398
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Rath Area

June 2003 June 2004  Sixth Street Redevelop-
GO Bonds GO Bonds  Substitution ment
$ 55,304 $ 177 $ 93 $ 417
— — 184,775 720,831

— — — 13,650

— — — 1,200

55,304 177 184,868 736,098
1,421,432 2,998,867 12,665 1,305,242
1,421,432 2,998,867 12,665 1,305,242
(1,366,128) (2,998,690) 172,203 (569,144)
— — — 541,312

— 10,150,000 — —

(9,232) (111,938) — —
(1,375,360) 7,039,372 172,203 (27,832)
3,951,653 — (95,975) 116,134

$ 2.576,293 $ 7.039.372 $ 76228 $ 88,302

Vision
lowa
Projects

316,192
316,192

(316,192)

280,953

(35,239)

200,000

Total

$ 64,498
905,606
13,650

1,200

984,954

7,820,334
7,820,334

(6,835,380)

834,878

(17,931)
10,150,000
(145,670)

3,985,897
7,448,883

$ 164,761  $ 11,434,780
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Enterprise Funds - Descriptions

Enterprise Funds are used to account for all resources involved in the acquisition, operation, maintenance
and debt service of governmental facilities and services that are supported by user charges. The City’s
Enterprise Funds are as follows:
Major:

Sanitary Sewer Fund - This fund accounts for the City’s Sanitary Sewage Systems.

Nonmajor:

Sanitation Fund - This fund accounts for garbage collection services provided by the City.
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Schedule of Cash Activity - Sanitary Sewer Fund

Year Ended June 30, 2004

Revenue,
Operation and Debt Debt Improve-

Maintenance Sinking Reserve ments Project  Total Utility
Balance - July 1, 2003 $ 453250 $ 566,898 $3,283500 $ — $1493,186 $ 5,796,834
Receipts ......ccccveeeneee. 10,266,279 — — — 306,421 10,572,700
Disbursements........... (5,728,031) (3,401,386) — (539,013)  (987,409) (10,655,839)

Transfers In (Out)

Within the Utility -
Required .............. (3,545,411) 3,305,411 — 240,000 — —
Other......cccceeenee. (299,013) 89,208 — 299,013 (89,208) —
Net Change for

the Year ......... 693,824 (6,767) — — (770,196) (83,139)

Balance - June 30, 2004

$ 1,147,074 $ 560,131 $ 3,283,500

$  — $ 722990 §$ 5.713.695
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Agency Fund Description

The CEBA Agency Fund is used to account for the lowa Department of Economic Development,
Community Economic Betterment Accounts (CEBA) loans to businesses within the City. The loans are

passed through the City and the City is required to make a good faith effort to ensure that proper
repayments are made to CEBA.
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CEBA Agency Fund
Statement of Changes in Assets and Liabilities ———

Year Ended June 30, 2004

Balance Balance
July 1, 2003 Additions Deletions  June 30, 2004
Assets
Notes Receivable......ccooceeeeeeeeeeeeeeeenn $ 460,233 $ — $ 289,933 $ 170,300
Liabilities
Notes Payable........ccccccovveveieeecrnneenee. $ 460,233 $ — $ 289,933 $ 170,300
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Statistical Section




Schedule of Insurance Policies

At June 30, 2004

INSURER

Travelers Insurance Companies

The St. Paul Companies

lowa Communities
Assurance Pool

Western World Ins. Co.
Travelers Insurance Companies
Old Republic

Old Republic

Old Republic

Travelers Insurance Companies

United States Liability Group
Mt Vernon Fire Ins PA

lowa Municipalities Workers'
Compensation Association

POLICY #

KTKCMB545D010A03

GP06301409

510

NPP0844609
M5JBM21338K2866TIL
PR145404

RDF331672
RCB497705
QT660958X6072T1

CL2223701C

COVERAGE

Property insurance - Commercial Package
Blanket property - building and contents
Sewer inclusive with blanket coverage

General liability

Law enforcement liability

Public officials

Automobile liability
Excess/Umbrella

Inland Marine

Empl Benft Plan Admin. Liability

Police Professional -
Tri-County Drug Enforcement

Ambulance driver liability
Boiler insurance

Airport General Liability
Forgery crime bond
Blanket fidelity bond
Builder's Risk

Liquor Liability Young Arena

Workers' Compensation

Limits of
Liability

$100,000,000

$2,000,000

$1,000,000

$1,000,000

$1,000,000

$5,000,000

$1,000,000

$1,000,000 per occurrence
$3,000,000 aggregate

$2,000,000

$1,000,000

$5,000,000

$10,000,000 per occurrence
$50,000
$50,000
$865,000

$1,000,000 per occurrence
$2,000,000 aggregate limit

Statutory Does not include
police officers or

firefighters for which

the risk is retained by

the City
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Sewer Systems Rates

Year Ended June 30, 2004

Rates Monthly

Most customers are billed by Waterloo Water Works, with rates
based on water usage.

Sewer rental charge is as follows:
Minimum charge $10.55

Each additional 100 cubic feet (ccf) above 3 ccf monthly and 9 ccf
quarterly is charged. 1.68

Users located outside the City limits pay double rates.

The Utility charges certain commercial customers with their own
water systems and/or surcharges directly. Except for the two largest
customers, usage rates are as noted above plus surcharges as follows:

A surcharge for wastewaters in excess of domestic strength and
containing no such chemical or other substances as would
interfere with the proper operation of the purifying plant, shall be
computed according to the following formula:

Biochemical Oxygen Demand (BOD) - $0.10/Ib
Total Suspended Solids (TSS) - $0.10/Ib
Total Kjeldahl Nitrogen (TKN) - $0.10/Ib

Special rates are as follows:
Eagle Tannery - Per month - $10.55 for the first 3 ccf of discharge
and $1.93 per ccf in excess of 3 ccf plus surcharges of $0.06/Ib.

Tyson Foods, Inc. (formerly IBP, Inc.) - Per month - $10.55 for the
first 3 ccf of discharge plus $1.10 per ccf in excess of 3 ccf plus
surcharges of $0.10/Ib.

Source
The City of Waterloo, lowa

Quarterly

$31.65

1.68
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CITY OF WATERLOO, IOWA
GENERAL GOVERNMENTAL* REVENUES
LAST TEN FISCAL YEARS*

Revenue 1994-95  1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04

Property Taxes N/A N/A  $ 23,667,951 $ 24,796,385 $ 24,518,573 $ 24,404,620 $ 23,743,025 $ 25,502,059 $ 28,916,809 $31,726,881
Other Taxes N/A N/A 9,010,946 8,914,749 9,075,544 9,005,331 11,173,580 11,871,626 10,299,221 9,187,463
Licenses and Permits N/A N/A 668,282 876,639 888,130 887,344 864,720 839,907 988,352 1,151,715
Use of Money and Property N/A N/A 1,822,657 1,862,067 1,875,881 2,223,567 1,366,809 1,433,886 1,266,266 733,879
Intergovernmental N/A N/A 16,269,801 17,643,683 14,006,576 17,966,174 19,442,650 17,505,847 18,779,334 19,963,676
Charges for Services N/A N/A 4,059,455 4,952,345 5,212,655 5,151,070 5,018,820 7,551,032 5,236,433 5,791,181
Interfund Charges for Service - - - - - - - - 2,645,250 2,671,780
Special Assessments and

Miscellaneous N/A N/A 1,866,963 1,024,064 913,234 1,508,875 1,269,188 1,081,807 2,296,537 2,446,580
Total Revenues N/A N/A $ 57,366,055 $ 60,069,932 $ 56,490,593 $ 61,146,981 $ 62,878,792 $ 65,786,164 $ 70,428,202 $73,673,155

* Includes General Fund, Special Revenue Funds, Debt Service Fund and Capital Projects Fund.

** General revenues only available since July 1, 1996 when the City converted from cash reporting to G.A.A.P.

N/A = Not available
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CITY OF WATERLOO, IOWA

GENERAL GOVERNMENTAL* EXPENDITURES BY PROGRAM

LAST TEN FISCAL YEARS**

Expenditures 1994-95  1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04
Community Protection N/A N/A 15,196,875 15,617,945 $ 16,303,192 $ 17,207,429 $ 17,542,119 $ 18,510,064 $ - $ -
Human Development N/A N/A 5,940,761 5,790,635 5,903,149 6,142,934 6,010,360 6,568,416 - -
Environment N/A N/A 15,694,141 16,361,775 15,376,948 16,100,789 15,939,398 17,235,228 - -
Policy and Administration N/A N/A 2,226,565 2,195,295 1,968,346 2,688,094 2,443,706 3,194,957 - -
Capital Projects N/A N/A 6,816,669 17,895,200 17,073,926 19,971,392 14,793,519 11,398,069 5,289,432 7,820,334
Debt Service N/A N/A 8,859,088 8,689,009 9,237,741 9,368,023 10,378,451 10,075,259 9,286,922 8,896,219
Public Safety - - - - - - - - 19,393,834 20,081,214
Public Works - - - - - - - - 18,719,419 17,121,845
Services - - - - - - - - 510,114 517,555
Culture and Recreation - - - - - - - - 5,987,808 6,506,123
Community and Economic
Development - - - - - - - - 10,257,455 11,966,597
General Government - - - - - - - - 3,310,503 3,501,031
Total Expenditures N/A N/A 54,734,099 66,549,859 $ 65,863,302 $ 71,478,661 $ 67,107,553 $ 66,981,993 $ 72,755,487 $ 76,410,918
* Includes General Fund, Special Revenue Funds, Debt Service Fund and Capital Projects Fund.

** General revenues only available since July 1, 1996 when the City converted from cash reporting to G.A.A.P.
N/A = Not available 91



CITY OF WATERLOO, IOWA
PROPERTY TAX LEVIES AND COLLECTIONS*

LAST TEN FISCAL YEARS

Property Current Current Total Total

Fiscal Taxes Taxes Percent Taxes Percent

Year Levied Collected Collected Collected Collected
1994-95 $ 25,229,993 $ 24,537,050 97.25%  $24,963,911 98.95%
1995-96 25,246,895 24,613,099 97.49% 24,996,043 99.01%
1996-97 23,961,551 23,394,917 97.64% 23,713,416 98.96%
1997-98 24,813,242 24,418,926 98.41% 24,692,168 99.51%
1998-99 24,590,459 24,232,395 98.54% 24,613,406 100.09%
1999-00 24,140,238 24,004,504 99.44% 24,407,539 101.11%
2000-01 24,105,745 24,277,383 100.71% 24,558,757 101.88%
2001-02 26,384,840 25,866,384 98.04% 26,317,863 99.75%
2002-03 28,020,783 28,022,406 100.01% 28,141,338 100.43%
2003-04 29,033,374 29,059,188 100.09% 29,076,565 100.15%

* Based upon cash receipt of current and delinquent payment of property taxes during each fiscal period.

PROPERTY TAX RATES- ALL OVERLAPPING GOVERNMENTS

LAST TEN FISCAL YEARS
(PER $1,000 ASSESSED VALUATION)

Waterloo County & Hawkeye Total
Fiscal City of Community County State & Ag. Community Tax
Year Waterloo School Assessor Extension College Levy Rate
1994-95 $ 20.03635 $ 16.09131 9.97458 $ 0.06958 $ 0.50172 $ 46.67354
1995-96 18.58375 15.67034 8.44543 0.06464 0.74954 43.51370
1996-97 18.55368 15.02939 9.01033 0.06826 0.68629 43.34795
1997-98 18.50077 15.41126 8.77459 0.06604 0.68467 43.43733
1998-99 16.98070 15.39941 7.89119 0.06089 0.69600 41.02819
1999-00 16.50196 14.69924 7.83132 0.05926 0.71525 39.80703
2000-01 16.49097 14.57901 7.65952 0.05503 0.69371 39.47824
2001-02 17.80075 15.15557 8.07214 0.05392 0.69917 41.78155
2002-03 18.37162 15.52456 7.96339 0.05069 0.78418 42.69444
2003-04 18.90914 15.85083 8.08933 0.05004 0.78418 43.68352

Source: Black Hawk County Auditor.
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CITY OF WATERLOO, IOWA
ASSSESSED AND ESTIMATED ACTUAL VALUE OF TAXABLE
PROPERTY* AND COMPARATIVE RATIO OF GENERAL BONDED
DEBT PER CAPITA

LAST TEN FISCAL YEARS

Tax Assessed Estimated Percent of Bonded Ratio of Debt
Assessment Collection Property Actual Assessed Bonded Debt to Assessed
Year Fiscal Year Valuation Valuation to Actual Population ** Debt Per Capita Valuation
1993 1994-95 $ 1,240,965,624  $1,626,818,697 76% 66,467 $ 58,615,000 $ 882 0.047
1994 1995-96 1,336,626,604 1,741,069,802 77% 66,467 57,730,000 869 0.043
1995 1996-97 1,280,130,144 1,720,819,194 74% 66,467 58,182,294 875 0.045
1996 1997-98 1,334,641,320 1,773,671,869 75% 66,467 58,441,349 879 0.044
1997 1998-99 1,437,756,403 2,010,769,909 72% 66,467 63,161,087 950 0.044
1998 1999-00 1,451,390,843 1,996,357,567 73% 68,747 62,348,888 907 0.043
1999 2000-01 1,541,838,027 2,168,711,970 71% 68,747 69,569,091 1,012 0.045
2000 2001-02 1,560,424,166 2,165,633,696 72% 68,747 67,085,000 976 0.043
2001 2002-03 1,603,311,449 2,410,525,352 67% 68,747 68,545,000 997 0.043
2002 2003-04 1,616,874,229 2,421,873,270 67% 68,747 73,230,000 1,065 0.045

* The differences between the assessed valuations and the actual valuations are the exclusions of
tax increment financing district valuations and residential and commercial rollback factors in the
assessed valuations.

** Source: 1990 and 2000 U.S. Census
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CITY OF WATERLOO, IOWA

COMPUTATION OF DIRECT AND OVERLAPPING

GENERAL OBLIGATION DEBT

AS OF JUNE 30, 2004

Ratio to Per Capita
Applicable City Actual (2000 Pop.
Name of Governmental Unit Total Debt Percent Amount Valuation 68,747)

City of Waterloo $ 73,230,000 100.00% $ 73,230,000 3.0237% $ 1,065.21
Black Hawk County 15,165,000 51.67% 7,835,756 0.3235% 113.98
Hudson Community Schools 4,412,223 7.85% 346,360 0.0143% 5.04
Hawkeye Comm. College 7,230,000 26.87% 1,942,701 0.0802% 28.26
Total Direct and Overlapping Debt $ 83,354,816 3.4417% $ 1,212.49
COMPUTATION OF LEGAL DEBT MARGIN
AS OF JUNE 30, 2004
Estimated Actual Valuation as of January 1, 2002* $ 2,421,873,270
State Constitutional Debt Limit = 5% of Total Valuation $ 121,093,664
Amount of City Debt Applicable to Debt Limit 75,643,160 62.47%
Legal Debt Margin Available $ 45,450,504 37.53%

* Excludes $13,708,520 of actual agricultural value.

Sources: Black Hawk County Auditor and City debt records.
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CITY OF WATERLOO, IOWA
RATIO OF ANNUAL DEBT SERVICE EXPENDITURES FOR GENERAL
OBLIGATION BOND DEBT TO TOTAL GENERAL GOVERNMENTAL
EXPENDITURES

LAST TEN FISCAL YEARS
Ratio of Debt

Total G.O. Total General Service to Gen.

G.0. Bond G.0. Bond Bond Debt Governmental Governmental

Fiscal Year Principal Interest Service Expenditures’ Expenditures
1994-95 $ 5,747,967 $ 3,264,059 $ 9,012,026 N/A N/A
1995-96 5,736,549 2,907,178 8,643,727 N/A N/A
1996-97 5,352,877 3,333,561 8,686,438 $ 54,734,099 0.16
1997-98 5,405,945 3,104,732 8,510,677 66,549,859 0.13
1998-99 6,030,262 2,854,534 8,884,796 65,863,302 0.13
1999-00 6,241,355 2,835,284 9,076,639 71,478,661 0.13
2000-01 6,619,797 2,889,265 9,509,062 67,107,553 0.14
2001-02 6,609,091 2,561,121 9,170,212 66,981,993 0.14
2002-03 5,771,550 2,480,836 8,252,386 72,755,487 0.11
2003-04 5,815,000 2,294,097 8,109,097 2 76,410,918 0.11

SCHEDULE OF SEWER REVENUE BOND COVERAGE

LAST TEN FISCAL YEARS

Applicable Net Revenue Debt
Operating Available for Service Coverage
Fiscal Year Revenue Expenses Debt Service Requirements Ratio

1994-95 $ 8,564,068 $ 4,007,245 $ 4,556,823 $ 2,638,476 1.7271
1995-96 8,607,390 3,675,411 5,031,979 3,135,435 1.6049
1996-97 8,470,749 3,786,454 4,684,295 2,966,050 1.5793
1997-98 8,390,715 4,232,070 4,158,645 3,325,105 1.2507
1998-99 8,604,707 4,413,235 4,191,472 3,687,368 1.1367
1999-00 8,738,606 4,306,393 4,432,213 3,622,199 1.2584
2000-01 8,620,518 4,063,694 4,556,824 3,466,156 1.3147
2001-02 8,646,771 4,330,170 4,316,601 3,436,606 1.2561
2002-03 9,257,236 4,336,741 4,920,495 3,427,576 1.4356

2003-04 9,653,550 4,445,425 5,208,125 3,401,386 1.5312



CITY OF WATERLOO, IOWA

DEMOGRAPHIC STATISICS

LAST TEN FISCAL YEARS

Median Total City's Annual Waterloo Waterloo
Household City's Total Median Home  Employment Average Community Parochial
Effective Taxable Sales Price Black Hawk Unemployment School School

Fiscal Year ~ Population'  Buying Income’ Retail Sales® Metro-area’ County® Rate® Enrollment®  Enrollment’
1994-95 66,467 $ 30,141 $ 752,253,141 $ 56,500 68,200 5.4% 10,738 2,736
1995-96 66,467 27,015 809,317,467 61,435 68,900 5.5% 10,562 2,485
1996-97 66,467 28,447 844,954,077 65,069 69,700 4.6% 10,448 2,367
1997-98 66,467 29,508 897,255,964 70,760 73,800 4.2% 10,544 2,379
1998-99 66,467 29,649 912,205,047 75,957 72,700 4.7% 10,397 3,583
1999-00 68,747 30,509 925,632,078 77,000 73,600 3.9% 10,290 3,543
2000-01 68,747 31,491 959,316,804 82,000 73,300 4.1% 10,311 2,537
2001-02 68,747 32,050 918,767,187 87,800 72,900 5.2% 10,311 2,352
2002-03 68,747 30,550 927,565,500 89,500 72,400 5.7% 10,402 2,230
2003-04 68,747 30,762 954,236,765 96,000 74,400 5.7% 10,465 1,873

N/A = Not available.

Sources:

' 1990 and 2000 U.S. Census.
2"Sales & Marketing Management."

% Jowa Dept. of Revenue and Finance.

4 Waterloo-Cedar Falls Board of Realtors.

> lowa Workforce Development.
® Waterloo Community Schools.
" Area Education Agency 267.
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CITY OF WATERLOO, IOWA
PROPERTY VALUE AND CONSTRUCTION

LAST TEN FISCAL YEARS

Construction Total Construction
Fiscal Total Actual Activity-Number Value
Year Property Value® of Permits Issued? of Permits?
1994-95 $1,638,530,696 7,824 $ 47,985,537
1995-96 1,752,352,242 7,270 58,617,199
1996-97 1,731,559,884 7,016 62,892,199
1997-98 1,784,058,269 8,865 76,804,492
1998-99 2,023,129,399 8,013 89,104,465
1999-00 2,008,729,517 9,550 65,445,292
2000-01 2,086,472,271 8,913 62,936,151
2001-02 2,083,453,387 9,238 52,971,240
2002-03 2,329,662,794 9,396 75,434,613
2003-04 2,339,860,939 10,168 102,794,224

PRINCIPAL TAXPAYERS - TEN LARGEST

FY 2003-04 % of City's
Actual Property FY 2003-04
Taxpayer Business/Service Tax Valuation® Actual Value *

Deere and Company Farm Tractors, Equipment $ 112,006,460 4.79%
Mid American Energy Gas & Electric Utility 94,737,838 4.05%
lowa Beef Processors Meat Processing 35,471,050 1.52%
Equitable Life Assurance Insurance 25,779,520 1.10%
Hunt Wesson, Inc. Agricultural Products 16,317,760 0.70%
U.S. West Communications Telephone Utility 14,566,751 0.62%
Bertch Cabinet Manufacturing Cabinet Manufacturer 14,435,450 0.62%
HyVee Food Stores, Inc. Grocery Store 9,326,490 0.40%
Banco Mortgage Company Real Property 8,676,050 0.37%
WalMart Stores Retail Store 8,627,190 0.37%
Total Ten Largest Taxpayers $ 339,944,559 14.54%

% Source: Black Hawk County Assessor - total assessed values as of January 1, 2002
* Source: Black Hawk County Auditor - City's total 2002 actual valuation of $2,339,860,939
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CITY OF WATERLOO, IOWA

MISCELLANEOUS STATISTICAL INFORMATION
FOR THE FISCAL PERIOD ENDED JUNE 30, 2004

Year of incorporation
Form of government

Area (square miles)
Miles of streets:
Paved
Unpaved

Total number of city employees
Total number of sworn police officers

Fire protection:
Number of stations
Number of fire fighters

Recreation:
Number of city parks
Total park acreage
Total miles of bicycle trails
Other municipal facilities:
Golf courses
Swimming pools
Softball diamonds
Baseball diamonds
Tennis courts
Baseball Stadium
Ice Arena

Airport runway lengths - feet
Runway 1
Runway 2
Runway 3

Library collection size

Sanitary sewer & waste water treatment
Miles of sanitary sewer
Plant rated capacity-million gallons per day

1868
Mayor-Council

62.5

360

65

537

115

113

54
2,950
45

8,401
6,001
5,403

201,158

353
47
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Independent Auditor’'s Report on Compliance and Internal Control Over
Financial Reporting

To the Mayor and City Council
City of Waterloo, lowa

We have audited the financial statements of the City of Waterloo, lowa, as of and for the year ended
June 30, 2004, and have issued our report thereon dated January 25, 2005. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America, Chapter 11 of the
Code of lowa, and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the City’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, 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 that are required to be reported under
Government Auditing Standards. However, we noted certain immaterial instances of noncompliance that
are described in Section V of the accompanying Schedule of Findings and Questioned Costs.

Comments involving statutory and other legal matters about the City's operations for the year ended
June 30, 2004 are based exclusively on knowledge obtained from procedures performed during our audit
of the financial statements of the City. Since our audit was based on tests and samples, not all
transactions that might have had an impact on the comments were necessarily audited. The comments
involving statutory and other legal matters are not intended to constitute legal interpretations of those
statutes.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial reporting in
order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting. However, we
noted certain matters involving internal control and its operation that we consider to be reportable
conditions under standards established by the American Institute of Certified Public Accountants.
Reportable conditions involve matters coming to our attention relating to significant deficiencies in the
design or operation of internal control that, in our judgment, could adversely affect the City’s ability to
record, process, summarize and report financial data consistent with the assertions of management in the
financial statements. Reportable conditions are described in Section Il of the accompanying Schedule of
Findings and Questioned Costs.
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To the Mayor and City Council
City of Waterloo, lowa
Page 2

A material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements in
amounts that would be material in relation to the financial statements being audited may occur and not be
detected in a timely period by employees in the normal course of performing their assigned functions.

Our consideration of internal control would not necessarily disclose all matters in internal control that
might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions
that are considered to be material weaknesses as defined above. However, in our judgment, comment
numbers 04-11-A, 04-11-B, 04-11-C and 04-11-D are material weaknesses.

This report is intended solely for the information and use of the management and the City Council of the
City of Waterloo 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.

Hoen - fausen

HOGAN - HANSEN

Waterloo, lowa
January 25, 2005
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Independent Auditor’s Report on Compliance With Requirements Applicable
to Each Major Program and Passenger Facility Charges and on Internal
Control Over Compliance in Accordance with OMB Circular A-133 and
the Passenger Facility Charge Audit Guide for Public Agencies

To the Mayor and City Council
City of Waterloo, lowa

Compliance

We have audited the compliance of the City of Waterloo, lowa, with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
and in the Passenger Facility Audit Guide for Public Agencies (Guide) that are applicable to each of its
major federal programs and its Passenger Facility Charge Program for the year ended June 30, 2004.
The City of Waterloo, lowa’s major federal programs are identified in the summary of auditor’'s results
section of the accompanying Schedule of Findings and Questioned Costs, while its Passenger Facility
Charge Program is shown in the accompanying Schedule of Passenger Facility Charges Collected and
Expended. Compliance with the requirements of laws, regulations, contracts and grants applicable to
each of its major federal programs and its Passenger Facility Charge Program is the responsibility of the
City of Waterloo, lowa’s management. Our responsibility is to express an opinion on the City of Waterloo,
lowa’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; Chapter 11 of the Code of lowa; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States;
OMB Circular A-133, Audits of States, Local Governments and Non-Profit Organizations; and the
Passenger Facility Charge Audit Guide for Public Agencies (Guide). Those standards, OMB
Circular A-133 and the Guide require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred and about whether the City of
Waterloo, lowa, complied with the regulations issued by the Federal Aviation Administration of the U.S.
Department of Transportation to implement Sections 9110 and 9111 of the Aviation Safety and Capacity
Expansion Act of 1990, noncompliance with which would be material to the Passenger Facility Charge
Program. An audit includes examining, on a test basis, evidence about the City of Waterloo, lowa’s
compliance with those requirements and performing such other procedures as we considered necessary
in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide a legal determination on the City of Waterloo, lowa’'s compliance with those
requirements.

In our opinion, the City of Waterloo, lowa, complied, in all material respects, with the requirements

referred to above that are applicable to each of its major federal programs and its passenger facility
charge program for the year ended June 30, 2004.
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To the Mayor and City Council
City of Waterloo, lowa
Page 2

Internal Control Over Compliance

The management of the City of Waterloo, lowa, is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered the City of Waterloo,
lowa’s internal control over compliance with requirements that could have a direct and material effect on a
major federal program or the Passenger Facility Charge Program in order to determine our auditing
procedures for the purpose of expressing our opinion on compliance and to test and report on the internal
control over compliance in accordance with OMB Circular A-133 and the Passenger Facility Charge Audit
Guide for Public Agencies.

Our consideration of the internal control over compliance would not necessarily disclose all matters in
internal control that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively low
level the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants
that would be material in relation to a major federal program or the Passenger Facility Charge Program
may occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. We noted no matters involving internal control over compliance and its operation
that we consider to be material weaknesses.

This report is intended solely for the information and use of the management and the City Council of the

City of Waterloo, lowa, 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.

)4L064'N - #A/Aréﬂ
HOGAN - HANSEN

Waterloo, lowa
January 25, 2005
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Schedule of Expenditures of Federal Awards

Year Ended June 30, 2004

Catalog
of Federal
Domestic
Federal Grantor/Pass-Through Assistance
Grantor/Program or Cluster Title Number
Department of Commerce
Direct
Grants for Public Works and Economic
Development Facilities. ... 11.300
Total Department of Commerce
Department of Housing and Urban Development
Direct
Community Development Block Grants/

Entitlement Grants (Note 2) ......cccoevveeivivieiiiiieeeee, 14.218
HOME Investment Partnerships Program (Note 2)... 14.239
Fair Housing Assistance Program - State and Local 14.401
Public and Indian Housing (Note 3) .........ccccoeeeeeenees 14.850
Section 8 Housing Choice Vouchers......................... 14.871
Public Housing Capital Fund............cccccooiiiiiiiiinnnnnn. 14.872
Lead-Based Paint Hazard Control in Privately

Owned HOUSING ...ooveeeiieeeiice e 14.900
Title 1, VA-HUD Independent Agencies

Appropriations Act for FY 2001, PL 106-988.......... 14 XXX
Public Law 107-73, FY2002 Appropriations Act........ 14 XXX
Public Law 108-7, FY 2003 Appropriations Act

for HUD and other agencies .............cccvvvvvveeeeennnns 14 XXX

Total DIrecCt........coovvviiiieiiiieeeeeeeeeee
Indirect
Pass Through lowa Department of Economic
Development
Emergency Shelter Grants Program .................... 14.231

Total Department of Housing and Urban
DevelopmeNnt ...

The accompanying notes are an integral part of this schedule.

Federal
Other Program/
Applicable Cluster

Number Expenditures

05-01-03167 $ 128,791
05-01-03718 299,025

427,816

1,801,692

900,675

FF207K027014 115,273
142,545

5,094,978

56,881

IAL-HB-0248-03 70,899

B-01-NI-IA-WL-0003 109,571
B-02-SPIA 0180 220,830

B-03-SPIA 0192 18,163
8,531,507

02-ES-001 16,352
03-ES-001 141,592
157,944

— 8,689,451
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Schedule of Expenditures of Federal Awards

Year Ended June 30, 2004

Catalog
of Federal
Domestic
Federal Grantor/Pass-Through Assistance
Grantor/Program or Cluster Title Number
Department of Justice
Direct
Local Law Enforcement Block Grants Program ........ 16.592
Bulletproof Vest Partnership Program....................... 16.607
Public Safety Partnership and Community
Policing Grants .............euvvvvviiiiiiiiiiiiniii. 16.710
Total DIFECT......vvieiiieeeei i
Indirect
Pass Through lowa Department of Human Rights,
Division of Criminal and Juvenile Justice Planning
Juvenile Accountability Incentive Block Grant...... 16.523
Total INdirect .......ooooviiiiiiie
Pass Through lowa Governor’s Alliance on Substance
Abuse Drug Control and System Improvement
Substance Abuse Prevention -
Byrne Formula Grant Program.............cccccceeee.e.. 16.579
Pass Through lowa Governor's Alliance of Drug
Control Policy
Community Prosecution and Project Safe
Neighborhoods...........cccovviiiiiiiiiiiiiieee 16.609
Public Safety Partnership and Community
Policing Grants..............uevvvevvevevveevieiiiinininnnninnnn, 16.710
Pass Through lowa Department of Human Rights,
Division of Criminal and Juvenile Justice Planning
Enforcing Underage Drinking Laws Program....... 16.727

Total INAITECT ..c.veeeeeeee e,

Total Department of Justice .....oovvvvviivviiiiiiiiieen,

The accompanying notes are an integral part of this schedule.

Other
Applicable
Number

2001-LB-BX-1341
2002-LB-BX-2733
2003-LB-BX-0419
2002-SH-WX-0480
2002-SH-WX-0480

2002-CK-WX-0342
2003-OM-WX-0086

06-JD01-F502
JAB-S04-46

03A-0236

03-NDO02

DNE191AS02

06-JD01-F502

Federal
Program/
Cluster
Expenditures

$ 3,868
43,205

34,514
81,587

15,409

48,192
207,014

15,207

270,413
367,409

2,775

16,492

19,267

102,826

7,246

15,600

2,196

147,135

514,544
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Schedule of Expenditures of Federal Awards

Year Ended June 30, 2004

Catalog
of Federal
Domestic
Federal Grantor/Pass-Through Assistance
Grantor/Program or Cluster Title Number
Department of Transportation
Direct
Federal Aviation Administration
Airport Improvement Program ...........cccccccveeeennnnnnns 20.106
Total DIrecCt........coovvvviiiiiiieeeeeeee
Indirect
Federal Highway Administration
Pass Through lowa Department of Transportation
Highway Planning and Construction .................... 20.205

National Highway Traffic Safety Administration
Pass Through lowa Department of Public Safety
Governor's Traffic Safety Bureau
Alcohol Traffic Safety and Drunk Driving
Prevention Incentive GrantS............cococvvvvveeennnn.

Total INAITECT ...

Total Department of Transportation ........................

The accompanying notes are an integral part of this schedule.

Other
Applicable
Number

3-19-0094-22
3-19-0094-23

STP-U-8155(31) &
(34)--70-07
STP-U-8155(651)--70-07
STP-U-8155(651)--70-07
STP-U-8155(657)--70-07
BRM-8155(650) &
STP-U-8155(652)
STP-ES-8155(12)--81-07
STP-ES-8155(42)--8V-07
STP-ES-8155(32)--8-07
STP-U-8155(616)--70-07
STP-U-8155(656)--70-07

PAP-02-410 Task 35
PAP-04-410 Task 39
PAP-03-410 Task 40
PAP-04-163 Task 70

Federal
Program/
Cluster
Expenditures

$ 414,276

20,848

435,124

4,124
8,302
107,374
206,819

648,147
2,103
464,353
6,848
84,034
238,056
1,770,160

2,350
12,146
7,886

12,058

34,440

1,804,600

2,239,724
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Schedule of Expenditures of Federal Awards

Year Ended June 30, 2004

Catalog
of Federal
Domestic
Federal Grantor/Pass-Through Assistance
Grantor/Program or Cluster Title Number
National Foundation on the Arts and the Humanities
Indirect
National Endowment for the Arts
Pass Through lowa Arts Council
Promotion of the Humanities - Federal/State
Partnership............eevvveviviiviiiiiiiiiiiin, 45.129
Pass Through Humanities lowa
Promotion of the Humanities - Federal/State
Partnership.......cccceevveeviiiiiieeiieeeeeeeeeeeeeeeeeeeee, 45.129
Total National Foundation on the Arts and
the Humanities .......cccccvvviiieee
Environmental Protection Agency
Direct
Brownfield Pilots Cooperative Agreements............... 66.811
Brownfield Assessment and Cleanup Cooperative
AGIrEEMENTS ... 66.818
Appropriations Act of 1995
Wastewater Treatment Facilities ..........cccccccvvvnnnnes 66.XXX
Total Environmental Protection Agency .................
Department of Health and Human Services
Direct
Center for Disease Control
Injury Prevention and Control Research and
State and Community Based Programs................ 93.136
Department of Homeland Security
Direct
Federal Emergency Management Agency
Assistance to Firefighters Grant ............ccccccvvvvinnn. 97.044

Total Expenditures of Federal Awards....................

The accompanying notes are an integral part of this schedule.

Other
Applicable
Number

Various

Various

BP-99791501-0
BF-98736101-0

XP99 7139 01

EMW-2003-FG-09275

Federal
Program/
Cluster
Expenditures

$ 13,435

6,038

19,473

128,105
73,655
483,647

685,407

30,372

31,867

12 4
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Notes to the Schedule of Expenditures of Federal Awards

Year Ended June 30, 2004

Note 1. Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the
City of Waterloo lowa, and is presented using generally accepted accounting principles for local
governmental units as prescribed in the statements issued by the Government Accounting Standards
Board and other recognized authoritative sources. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments and Non-
Profit Organizations. Therefore, some amounts presented in this schedule may differ from amounts
presented in, or used in the preparation of, the general purpose financial statements. Program
expenditures include only amounts subject to reimbursement from the grantor agency or program income;
thus, they are net of local matching.

Note 2. Subrecipients

Of the federal expenditures presented in the schedule, the City provided federal awards to
15 subrecipients as follows:

Federal Amount

CFDA Provided to

Program Title Number Subrecipients
Community Development Block Grant - Entitlement Grants ............... 14.218 $412,743
HOME Investment Partnerships Program ..........ccccocccvviieveeeeeniiiiinnnnn, 14.239 512,224

Note 3. Program 14.850

The City’'s Waterloo Housing Authority has long-term debt payable to the Federal Financing Bank (FFB).
Each November 1, the City receives a debt subsidy of $86,364 as a principal and interest payment on the
loan. The City records the subsidy as revenue and an expenditure for debt service. On June 30, 2004, the
principal balance on the loan was $738,249. Since there are continuing compliance obligations regarding
the loan, the principal balance is considered federal financial assistance. Federal expenditures for the
program consisted of the following:

OPErating SUDSIAY.........ccuuiiiiieeee et e e e e e e s e e e e e e s e e e e e e e e e e e senbr s e e e eeeaeeeaaanes $ 26,224
7= o] ] 01 [ |2 86,364
Drug elimination PrOJECTS .......ueiiiiiiiii ettt e e e eaaeeas 29,957

SUDTOLAl CASN ASSISTANCE ... eeeiee ittt ettt e e e et et et e et e e eenns 142,545
LOAN DAIANCE ... .uiiiiiiiiiiiit 738,249
B 10 ] = | PR UPPPPPPPIN $ 880,794

Note 4. Reconciliation of Intergovernmental Revenue to Expenditures of Federal Awards

Intergovernmental revenue of governmental fund types................... $ 19,963,676
Operating grant received by Sanitation Fund.............cccccccvviiennnennn. 274,988
Capital grants received by Sanitary Sewer Fund .............ccccooooeeeee 483,456
Y0 o) (0] =1 20,722,120
Less State and Local Assistance Included Above
R {eT: 1o [T T - N GO EPRUPRRRTTRI $ 5,725,767
State and local grants and l0ans................eeveeeiiieeiiiiiiiie... 1,644,236
Other state and local intergovernmental ...............ccccevviiiiieeeneenns 340,867
Changes in federal revenue deferred ..........cccccoviiiiiiiiiiiieeinnnnns 372,596 8,083,466
Total Expenditures of Federal Awards ..........cccccvvviieviieiiniiiiiinnn, $ 12,638,654
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Schedule of Findings and Questioned Costs

Year Ended June 30, 2004

Section | - Summary of Auditor’'s Results:

Financial Statements

Type of auditor’s report issued: Unqualified

Internal control over financial reporting:

Material weakness identified? X _yes no
Reportable condition identified not considered to be
material weaknesses? yes X_none reported
Noncompliance material to financial statements noted? yes X _no

Federal Awards

Internal control over major programs:

Material weakness identified? yes X _ho
Reportable condition identified not considered to be
material weakness? yes X_none reported

Type of auditor’s report issued on compliance for major
programs: Unqualified

Any audit findings disclosed that are required to be reported
in accordance with Section 510(a) of Circular A-133? ___yes X _no

Identification of major programs:

CFDA Numbers Name of Federal Program or Cluster

11.300 Grants for Public Works and
Economic Development Facilities

14.218 Community Development Block
Grants/Entitlement Grants

14.871 Section 8 Housing Choice Vouchers

Dollar threshold used to distinguish between Type A and

Type B programs: $379,160
Auditee qualified as low-risk auditee? ___yes X _ho
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Schedule of Findings and Questioned Costs

Year Ended June 30, 2004

Section ll: Findings Related to the Financial Statements:

Instances of Noncompliance:
There were no reported prior or current year instances of noncompliance.

Internal Control Over Financial Reporting
Prior year reportable conditions which have not been resolved are repeated below as findings 04-II-A

and B.
04-11-A
04-11-B

Improve Cash Flow Through Timely Billing

Prior Year Finding and Recommendation - Not all billings are promptly prepared. Many
billings are not posted to the City’s accounts receivable system. As a result, cash is sometimes
not timely received. In addition, revenue, receivables and intracity activity is not always timely
recorded and expenditure control over intracity charges is difficult to maintain.

To timely expedite receipt of cash, we recommend that nonmanagement staff be assigned
invoicing duties to be performed monthly (for standard items) or as the receivable arises,
whichever is applicable. Management should review timing and detail of the invoicing and
ensure there has been prompt posting to accounts receivable. Invoicing should be completed
monthly for intracity items including health care, benefits and administration costs and external
items including COBRA. Billings recorded to receivables should include grants and services
performed for others.

Current Year Finding - Some intracity activity has been more timely recorded. For other items,
we found that the same conditions noted above continue to exist.

Auditor’'s Recommendation - We reiterate our prior year recommendations.

City’'s Response - The City has implemented additional procedures to help identify all amounts
due the City. Staffing constraints cause delays in some invoicing processes. The City will
continue to evaluate the ability to add resources to implement additional or new procedures to
be followed in order to improve cash flows through timely billings.

Auditor’s Conclusion - Response accepted.

Improve Cash Flow Through Monitoring of Receivables

Prior Year Finding and Recommendation - While many receivables are recorded in the City's
general ledger as billed, other receivables, such as intergovernmental receivables, are not
recorded in the general ledger. Little follow-up work regarding timely collection is being
performed on the receivables which are recorded or unrecorded. Monthly listings and
reconciliations are sometimes not produced and/or reviewed. Many individual old receivables
were noted that had no documentation of collection procedures performed. As a result,
receivables are not always recorded in the proper accounting period and collection of revenue
may be delayed or lost.
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Schedule of Findings and Questioned Costs

Year Ended June 30, 2004

04-11-C

To improve cash flow and maintain control over receivables, we recommend that general ledger
accounts be set up for intergovernmental receivables and that those receivables be recorded in
the general ledger, as billed. For all receivable accounts, detail listings and agings should be
printed monthly. The detail listing total should then be reconciled to the general ledger balance
and the aging total. Delinquent receivables in the aging should then be reviewed and action
taken to collect the receivables. Documentation of the work done should be provided to and
reviewed by management.

Current Year Finding - We found that, for certain receivables, old balances were collected or
assessed against property while for other receivables and credit balances the same conditions
noted above continue to exist.

Auditor’s Recommendation - For the areas not yet resolved, we reiterate our prior year
recommendations.

City’s Response - The City has implemented procedures to review accounts receivable agings
monthly and pursue slow-paying and delinquent accounts. The City has revised project reporting
and accounting procedures so that intergovernmental receivables can be tracked more
efficiently. The City will continue to evaluate the ability to devote additional resources to
recording and monitoring accounts receivable.

Auditor’s Conclusion - Response accepted.

Proper Expenditure and Accounts Payable Reporting

Finding - Generally accepted accounting principles require that a liability and an expenditure be
recorded when goods or services are received. During our audit we noted that the City enters
into various contracts with local nonprofit agencies that serve as subrecipients under state and
federal grants. The services received by the City for the months of April, May and June, 2004
under one of these contracts totaling over $100,000 was not accrued by the City at June 30,
2004. The underaccrual was detected as part of our audit procedures and was corrected with an
audit adjustment.

Auditor's Recommendation - We recommend that procedures be implemented requiring each
department to provide to the Finance Department, an ongoing list of contracts over a certain
dollar amount that are being entered into which do not require City Council approval. This would
provide the Finance Department a method to monitor activities which may be creating liabilities
that need to be recorded to the City's financial statements.

City’'s Response - We believe this underaccrual occurred because the City department head
was waiting for additional information from the subrecipient before approving the request for
payment, and failed to inform the Finance Department of the obligation. The City will consider
additional methods to compile information about the various contracts that the City is entering
into in order to prevent material liabilities from being overlooked.

Auditor’s Conclusion - Response accepted.
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Schedule of Findings and Questioned Costs

Year Ended June 30, 2004

04-11-D Proper Revenue and Receivable Reporting

Finding - To be in accordance with GAAP, receivables should be reported when the underlying
revenue is earned. Donations and grants with no continuing compliance requirements are
considered earned when pledged or accrued by the donor/grantor. The City appoints two
representatives to the Black Hawk County Solid Waste Management Commission
(Commission), a jointly governed entity that oversees the operations of solid waste disposition in
Black Hawk County. We noted that the Commission had made grants prior to June 30, 2003 and
2004 to the local governments that make up the Commission and accrued the liability for
payment. However, no report was made to the City until the cash was received. The City's
portion for each year to its Sanitation Fund was $274,988. The City operates on a modified cash
basis of accounting with a conversion to GAAP basis reporting at year end. The conversion is
made through reviews of amounts collected shortly after year end which were earned or due
before or at June 30. Since no report was made to the City Finance Department, Sanitation
Fund receivables and net assets at June 30, 2003 and revenue for the year then ended were
understated by $274,988.

Auditor's Recommendation - In order to allow timely GAAP reporting, we recommend that
appointees to boards and commissions timely report any financial decisions that affect the City
and were made by the board or commission to the City's Finance Department.

City’s Response - A formal request has been provided to the Mayor, Council members and City
Clerk to provide copies of agenda packets and minutes of all city advisory boards and
commissions to the Finance Department to help ensure that the transactions are properly
recorded in the City's financial records.

Auditor’s Conclusion - Response accepted.

Section lll: Findings and Questioned Costs for Federal Awards:

Instances of Noncompliance

Prior year instances of noncompliance have been properly resolved. There were no reported current year
instances of noncompliance.

Reportable Conditions
The prior year reportable condition has been resolved. No current year matters were reported.

Section IV: Findings and Questioned Costs for Passenger Facility Charges:

Instances of Noncompliance
There were no reported current year or prior year instances of noncompliance.
Reportable Conditions

There were no prior or current year matters reported.
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Schedule of Findings and Questioned Costs

Year Ended June 30, 2004

Section V: Findings Related to Statutory Reporting

Prior year findings related to statutory reporting have been resolved except for items 04-V-B, | and K.

04-V-A

04-V-B

04-v-C

04-V-D

04-V-E

04-V-F

04-V-G

04-V-H

Official Depositories - A resolution naming official depositories has been approved by the City
of Waterloo. The maximum deposit amounts stated in the resolution were not exceeded during
the year ended June 30, 2004.

Certified Budget - Disbursements in the Health and Social Services Function exceeded the
amended budget by $1,216. Chapter 384.20 of the Code of lowa states in part that public
monies may not be expended or encumbered except under an annual or continuing
appropriation.

Auditor's Recommendation - The budget should have been amended in accordance with
Chapter 384.18 of the Code of lowa before disbursements were allowed to exceed the budget.

City's Response - This situation occurred due to unexpected requests for payment received
after the budget was amended with payment made when requested. Further budgets by function
will be increased to provide for such items.

Auditor's Conclusion - Response accepted.

Questionable Disbursements - We noted no disbursements that may not meet the
requirements of public purpose as defined in an Attorney General’s opinion dated April 25, 1979.

Travel Expense - No disbursements of City money for travel expenses of spouses of City
officials or employees were noted.

Business Transactions - There were no business transactions between the City of Waterloo
and City officials or employees or members of their immediate families which may appear to be
conflicts of interest.

Bond Coverage - Surety bond coverage of the City of Waterloo officials and employees is in
accordance with statutory provisions and was reviewed and updated during the year. We
recommend that the amount of coverage continue to be reviewed annually to insure that the
coverage is adequate for current operations.

Council Minutes and Resolutions - No transactions were found that we believe should have
been approved in the minutes but were not. Minutes of the City Council proceedings were
published within 15 days as required by Chapter 372.13(6) of the Code of lowa.

Deposits and Investments - We noted no instances of noncompliance with the deposit and
investment provisions of Chapter 12B and 12C of the Code of lowa and the City's investment

policy.
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Schedule of Findings and Questioned Costs

Year Ended June 30, 2004

04-V-I

04-V-J

04-V-K

Financial Condition - The Federal Projects, Special Revenue Fund, had a deficit balance at
June 30, 2004 of $841,635.

Auditor's Recommendations - The City should investigate alternatives to eliminate this deficit
in order to return the fund to a sound financial position. The above fund had a deficit at June 30,
2003 of $551,566.

City's Response - The deficit occurs because governmental accounting principles require that
grant reimbursements not received within 60 days of year end be reported as deferred revenue,
thereby creating a deficit fund balance. This is a temporary deficit which is cleared when the
revenue is received. The City is implementing procedures to request these reimbursements in a
more timely manner. However, there are situations when delays of more than 60 days are
unavoidable, and therefore, this fund may continue to reflect a deficit balance at times.

Auditor's Conclusion - Response accepted.

Revenue Bonds - The City has complied with the provisions of the revenue bond indentures.
Information required by sewer revenue bond resolutions is reported in the statistical section.

Airport Ordinance

Prior_Year Finding and Recommendation - We noted that the City adopted ordinance
number 4400 on December 13, 1999 which established an Airport Board of Directors and
requires the Board to “Maintain a positive cash balance at all times in airport operations”. Airport
operations are accounted for in the General Fund (Fund 010), Airport Commission Department
(Department number 29), Airport Administration Activity (activity number 7700). Through
June 30, 2003, cash deficits totaled $368,835.

To ensure the City is in compliance with its own ordinances, we recommend that the City either
provide airport operations with additional cash resources to enable it to achieve and maintain a
positive cash balance or amend the ordinance to repeal the positive cash balance requirement.

Current Year Finding - The City did not amend the airport ordinance to repeal the positive cash
balance requirement. During the year ended June 30, 2004, airport operations incurred a cash
loss of $114,318, resulting in an accumulated cash deficit of $483,153.

Auditor's Recommendation - We reiterate our prior year recommendation.

City’'s Response - It is the City’s intent at this time to continue to require the positive cash
balance, although City management realizes that the Airport may not be able to maintain that
balance due to current economic conditions.

Auditor’s Conclusion - Response accepted.
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Schedule of Passenger Facility Charges Collected and Expended =

Year Ended June 30, 2004

Beginning Ending
Application Balance Balance
Approval Unliquidated PFC Interest Unliquidated
Number PFC Collections Earned Expenditures PFC
New master plan, 10%... 94-01-C-00-ALO $ (1,223) $ 1223 $ — $ — —*
Overlay runway 18/36
construction, 10% ....... 94-01-C-00-ALO 10,892 (10,892) — — — %
Terminal apron
rehabilitation, 10% ...... 97-02-C-00-ALO 2,367 (2,367) — — —
General aviation apron
rehabilitation, 10% ...... 97-02-C-00-ALO (4,892) 4,892 — — —*
Replace snow blower,
1090 97-02-C-00-ALO (3,178) 3,178 — — —
Replace snow grader/
tractor, 10%................. 97-02-C-00-ALO (950) 950 — — —*

Rehabilitate east

general aviation

apron, 10%.................. 99-03-C-00-ALO (9,230) 9,229 — (1) —*
Terminal building

modernization -

conceptual plan,

Total ..o, 99-03-C-00-ALO 11,053 (11,053) — — —
Reconstruct Taxiway D,
1090 eeieeeiiieeeeieeees 99-03-C-00-ALO (22,035) 22,030 — (5) — *

Terminal building
modernization -

construction................. 01-04-C-00-ALO 133,790 73,153 — 206,943 — *
Runway 12-30

rejuvenation ................ 01-04-C-00-ALO — 34,700 — — 34,700
PFC annual audit and

program administration  03-05-C-00-ALO — 22,563 106 12,413 10,256
Part 139 guidance signs  03-05-C-00-ALO — 38,000 — — 38,000
Acquisition of snow

removal equipment ..... 03-05-C-00-ALO — — — — —
Perimeter fencing........... 03-05-C-00-ALO — — — — —
Acquisition of aircraft

rescue and fire ............ 03-05-C-00-ALO — — — — —
Reconstruction of

terminal area ramp...... 03-05-C-00-ALO — — — — —
Total..ooovviieiieee, $ 116594 $ 185606 $ 106 $ 219350 $ 82956

* Project completed

Passenger Facility Charges (PFC’s) are expended as the local match required for CFDA #20.106, Airport
Improvement Program, as displayed on the Schedule of Expenditures of Federal Awards plus additional
amounts approved by the Federal Aviation Administration (FAA).

The FAA Final Agency Decision (FAD) number 03-05-C-00-ALO was issued January 15, 2004 which
authorized additional PFC collections of $611,200 and approved usage of $251,200 bringing cumulative
amounts to $2,337,039 and $1,977,039 for collections and uses, respectively.

In January, 2003, the City requested approval from the FAA to allow balances in unliquidated PFC's and
certain projects to be adjusted to revised amounts needed to close the projects. On March 11, 2004, the
FAA issued amendments 94-01-C-02-ALO, 97-02-C-01-ALO, 99-30-C-01-ALO and 01-04-C-01-ALO
which allowed closure of completed projects and deleted other projects. The net effect of the
amendments was a reduction in both collection and use in the amount of $279,015 resulting in cumulative
remaining collection authority of $2,058,024 and use authority of $1,698,024. The City is authorized to
collect $360,000 for the reconstruction of the terminal area ramp but will have to obtain additional FAA
approval before using PFC's on the ramp reconstruction.
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Schedule of Passenger Facility Charges Cash Activity

Year Ended June 30, 2004

Totals Quarter
Description 7-1-03 #1

Passenger Facility
Charges collected ... $ 1,296,704 $ 38,483

Quarter Quarter Quarter Totals Totals
#2 #3 #4 for Year 6-30-04

$ 44,563 $ 41,468 $ 61,092 $185,606 $ 1,482,310
25 24 28 106 25,176
(46,129) _(35,349) _(78,827) _(219,350) _(1,424,530)

Interest ......cccoeeeeeeeenens 25,070 29
Expended................... (1,205,180) _(59,045)
(NI S $ 116594 $(20,533)

$ (1.541) $ 6143 $(17707) $ (33.638) $ 82,956
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