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HOGAN - HANSEN

A Professional Corporation

Certified Public Accountants and Consultants

Independent Auditor’s Report

To the Honorable Mayor and
Members of the City Council
City of Storm Lake, lowa

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the City of Storm Lake, lowa,
as of and for the year ended June 30, 2008, 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
of Storm Lake, lowa's management. Our responsibility is to express an opinion 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 and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes 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, the business-type activities, each major fund
and the aggregate remaining fund information of the City of Storm Lake, lowa, as of June 30, 2008, and
the respective changes in financial position and cash flows, where applicable, for the year then ended in
conformity with the accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 16,
2008 on our consideration of the City of Storm Lake, lowa’s internal control over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing and not to provide an opinion on
internal control over financial reporting or compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be considered in assessing the results of
our audit.

200 North Adams, P.O. Box 1318, Mason City, IA 50402-1318 « (641) 423-0574 « FAX (641) 423-4163
Member of American Institute of CPAs - lowa Society of CPAs
Cedar Falls « Cedar Rapids « Mason City » Waterloo



To the Honorable Mayor and
Members of the City Council
Page 2

Management's Discussion and Analysis and budgetary comparison information on Pages 4 through 10
and Page 40 and 41 are not required parts of the basic financial statements, but are supplementary
information required by the Governmental Accounting Standards Board. We have applied limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. 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 Storm Lake, lowa's basic financial statements. We previously audited, in
accordance with the standards referred to in the second paragraph of this report, the financial
statements for the year ended June 30, 2007 (which are not presented herein) and expressed an
unqualified opinion on those financial statements. The financial statements and supplemental data for
the years ended June 30, 2006 and 2005 (which are not presented herein) were audited by other
auditors in accordance with the standards referred to in the second paragraph of this report who
expressed unqualified opinions on those financial statements and supplemental data. Other
supplementary information included on Pages 42 through 48 is presented for purposes of additional
analysis and is not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in our audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

»4Loemz ’,#Aﬂxéﬂ
HOGAN - HANSEN

Mason City, lowa
December 16, 2008



Management’s Discussion and Analysis

The City of Storm Lake provides this Management’s Discussion and Analysis of its financial statements.
This narrative overview and analysis of the financial activities is for the fiscal year ended June 30, 2008.
We encourage readers to consider this information in conjunction with the City’s financial statements,
which follow.

2008 FINANCIAL HIGHLIGHTS

Total revenue for the City decreased 20%, or approximately $4,050,000, from fiscal year 2007 to fiscal
year 2008. Most of this decrease was due to bond proceeds and grant funding received in fiscal year
2007. Property tax revenue decreased by approximately $178,000. Most of this decrease occurred within
the general property tax levy.

Program expenses increased 49%, or approximately $5,550,000, from fiscal year 2007 to fiscal year
2008. This was due in large part to various capital projects that were completed in fiscal year 2008.
Projects completed include East Lakeshore Drive, the Family Playground, the Great Lawn and the
Lighthouse.

The City’s net assets decreased 2%, or approximately $958,000, from June 30, 2007 to June 30, 2008. Of
this amount, the net assets of the governmental activities decreased $196,602 and the assets of the
business-type activities decreased by $761,920. The majority of the decrease in net assets is the result of
King’s Pointe’s initial year of operations.

USING THIS ANNUAL REPORT
The annual report consists of a series of financial statements and other information, as follows:

Management’s Discussion and Analysis introduces the basic financial statements and provides an
analytical overview of the City’s financial activities.

The Government-Wide Financial Statements consist of a Statement of Net Assets and a Statement of
Activities. These statements provide information about the activities of the City as a whole and
present an overall view of the City’s finances.

The Fund Financial Statements tell how governmental services were financed in the short term as
well as what remains for future spending. Fund financial statements report the City’s operations in
more detail than the government-wide statements by providing information about the most significant
funds.

Notes to Financial Statements provide additional information essential to a full understanding of the
data provided in the basic financial statements.

Required Supplementary Information further explains and supports the financial statements with a
comparison of the City’s budget for the year.

Other Supplementary Information provides detailed information about the nonmajor special revenue
funds.



REPORTING THE CITY’S FINANCIAL ACTIVITIES
Government-Wide Financial Statements

One of the most important questions asked about the City’s finances is, "Is the City as a whole better off
or worse off as a result of the year’s activities?” The Statement of Net Assets and the Statement of
Activities report information which helps answer this question. These statements include all assets and
liabilities using the accrual basis of accounting and the economic resources measurement focus, which is
similar to the accounting used by most private sector companies. All of the current year’s revenue and
expenses are taken into account, regardless of when cash is received or paid.

The Statement of Net Assets presents all of the City’s assets and liabilities, with the difference between
the two reported as “net assets”. Over time, increases or decreases in the City’s net assets may serve as a
useful indicator of whether the financial position of the City is improving or deteriorating.

The Statement of Activities presents information showing how the City’s net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the change occurs, regardless of
the timing of related cash flows. Thus, revenue and expenses are reported in this statement for some items
that will not result in cash flows until future fiscal periods.

The Statement of Net Assets and the Statement of Activities is divided into two kinds of activities:

» Governmental activities include public safety, public works, culture and recreation, community and
economic development, general government, debt service, and capital projects. Property tax and state
and federal grants finance most of these activities.

» Business-type activities include the waterworks, the sanitary sewer system, storm water, King’s
Pointe and the City’s sanitation department. These activities are financed primarily by user charges.

Fund Financial Statements
The City has two kinds of funds:

1. Governmental funds account for most of the City’s basic services. These focus on how money flows
into and out of those funds, and the balances at year end. The governmental funds include: (a) the
General Fund, (b) the Special Revenue Funds, such as tax increment financing revenue, local option
sales tax, and employee benefits tax levy, (c) the Debt Service Fund, and (d) the Capital Projects
Fund. These funds are reported using the current financial resources measurement focus and the
modified accrual basis of accounting, which measures cash and all other financial assets that can
readily be converted to cash. The governmental fund financial statements provide a detailed, short-
term view of the City’s general governmental operations and the basic services it provides.
Governmental fund information helps determine whether there are more or fewer financial resources
that can be spent in the near future to finance the City’s programs.

The required financial statements for governmental funds include a balance sheet and a statement of
revenue, expenditures and changes in fund balances.



2. Proprietary funds account for the City’s Enterprise Funds. These funds report services for which the
City charges customers for the services they provide. Proprietary funds are reported in the same way
as a business and all activities are reported in the Statement of Net Assets and the Statement of
Activities. The major difference between the proprietary funds and the business-type activities
included in the government-wide statements is the detail and additional information, such as cash
flows, provided in the proprietary fund statements. The enterprise funds include the waterworks,
wastewater, storm water, King’s Pointe and sanitation funds. The City is responsible for ensuring the
assets reported in these funds are used only for their intended purposes and by those to whom the
assets belong.

The financial statements required for proprietary funds include a statement of net assets, a statement
of revenue, expenses and changes in net assets and a statement of cash flows.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of financial position. The analysis
that follows focuses on the changes in net assets for governmental and business-type activities.

Statement of Net Assets

Governmental Activities Business-Type Activities Total

2008 2007 2008 2007 2008 2007

(Restated) (Restated)

Current and other assets $ 9,900,918 $ 12,286,540 $ 6,064,323 $ 9,704,475 $ 15,965,241 $ 21,991,015

Capital assets 21,661,733 20,103,276 36,111982 35,853,855 57,773,715 55,957,131

Total Assets 31,562,651 32,389,816 42,176,305 45,558,330 73,738,956 77,948,146

Long-term liabilities 19,095,000 19,195,000 7,302,865 7,370,360 26,397,865 26,565,360

Other liabilities 4,480,217 5,010,780 1,047,214 3,599,824 5,527,431 8,610,604

Total Liabilities 23,575,217 24,205,780 8,350,079 10,970,184 31,925,296 35,175,964

Net Assets

Invested in capital assets,

net of related debt 2,161,733 588,276 28,485,506 28,170,967 30,647,239 28,759,243

Restricted 20,845 23,960 1,180,510 648,035 1,201,355 671,995

Unrestricted 5,804,856 7,571,800 4,160,210 5,769,144 9,965,066 13,340,944

Total Net Assets $ 7,987,434 $ 8,184,036 $ 33,826,226 $ 34,588,146 $ 41,813,660 $ 42,772,182

Total net assets decreased from 2007 by $958,522, or 2%. The largest portion of the City’s net assets are
invested in capital assets (e.g., land, infrastructure, buildings, and equipment), less the related debt. The
debt related to the investment in capital assets is liquidated with sources other than capital assets.
Restricted net assets represent resources that are subject to external restrictions, constitutional provisions,
or enabling legislation on how they can be used. Unrestricted net assets is the part of net assets that can
be used to finance day-to-day operations without constraints established by debt covenants, legislation, or
other legal requirements.



Revenue
Program Revenue
Charges for service
Operating grants,
contributions and
restricted interest
Capital grants,
contributions and
restricted interest
General Revenue
Property Tax Levied for
General purposes
Employee benefits
Debt service
Tax increment financing
Local option sales tax
Unrestricted investment
earnings
Miscellaneous
Gain on sale of property
Transfers
Total Revenue

Program Expenses
Public Safety
Public Works
Health and Social Services
Culture and Recreation
Community and Economic

Development
General Government
Capital Projects
Interest on long-term debt
Water
Wastewater
Landfill
Storm Water
King’s Pointe

Total Expenses

Change in Net Assets

Net Assets - Beginning
of Year, as Restated

Net Assets - End of Year

Statement of Activities

Governmental Activities Business-Type Activities Total
2008 2007 2008 2007 2008 2007
$ 1591336$% 850,671 % 7,324579 % 4,237,942 $ 8,915,915 $ 5,088,613
1,030,784 1,026,656 1,199,608 6,085,517 2,230,392 7,112,173
209,303 1,658,728 — — 209,303 1,658,728
1,777,335 1,984,354 — — 1,777,335 1,984,354
735,589 716,274 — — 735,589 716,274
286,913 277,806 — — 286,913 277,806
129,377 83,873 — — 129,377 83,873
1,209,525 1,022,119 — — 1,209,525 1,022,119
199,006 579,340 226,168 199,944 425,174 779,284
49,027 13,451 16,460 — 65,487 13,451
34,020 1,140,019 — — 34,020 1,140,019
27,984  (6,811,808) (224901) 6,811,808 (196,917) —
7,280,199 2,541,483 8,541914 17,335,211 15,822,113 19.876,694
2,212,478 2,104,701 — — 2,212,478 2,104,701
1,460,577 1,262,035 — — 1,460,577 1,262,035
14,221 12,850 — — 14,221 12,850
1,879,222 816,660 — — 1,879,222 816,660
348,970 351,232 — — 348,970 351,232
399,703 342,207 — — 399,703 342,207
198,548 165,411 — — 198,548 165,411
963,082 795,097 — — 963,082 795,097
— — 2,478,861 2,526,039 2,478,861 2,526,039
— — 1,695,780 1,579,184 1,695,780 1,579,184
— — 401,532 360,987 401,532 360,987
— — 161,785 106,460 161,785 106,460
— — 4,565,876 807,870 4,565,876 807,870
7,476,801 5,850,193 9,303,834 5,380,540 16,780,635 11,230,733
(196,602) (3,308,710) (761,920) 11,954,671 (958,522) 8,645,961
8,184,036 11492746 34,588,146 22.633,475 42,772,182 34,126,221

$ 7987434 % 8,184,036 $ 33,826,226 $ 34,588,146 $ 41,813,660 $ 42,772,182



INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS
Governmental Fund Highlights

As the City of Storm Lake completed the year, its governmental funds reported a combined fund balance
of $4,817,072, a decrease of $1,483,100 from last year’s total of $6,300,172. The following are the major
reasons for the changes in fund balances of the major governmental funds from the prior year.

The General Fund is the chief operating fund of the City. This fund reported a decrease of $128,946 in
fund balance from the prior year to $1,065,810. The Capital Projects fund balance decreased by
$1,108,527 from the prior year to $1,790,089. The decrease is a result of the completion of several
components of Project AWAYSIS. The Local Option Sales Tax fund balance decreased by $422,376
from the prior year. This was a result of increased transfers out for bond payments and the Great Lawn
and West Lakeshore Drive capital projects. The Road Use Tax Fund accounts for revenue received from
the State of lowa for road improvements. Its fund balance increased by $119,864 from the prior year.
This increase was the result of a decrease in transfers to the Capital Projects Fund.

Proprietary Fund Highlights

The Water Fund, which accounts for the operation and maintenance of the City’s water system, ended
2008 with a $5,905,132 net asset balance compared to the prior year ending net asset balance of
$6,270,773.

The Wastewater Fund, which accounts for the operation and maintenance of the City’s wastewater
treatment and sanitary sewer system, ended 2008 with a $5,663,153 net asset balance compared to the
prior year ending net asset balance of $5,720,783.

The King’s Pointe Fund, which accounts for the operation and maintenance of King’s Pointe Resort,
ended 2008 with a $21,063,686 net asset balance compared to the prior year ending net asset balance of
$21,284,432.

The Internal Service Funds are used by management to charge the cost of employee health benefits,
technology purchases, and fleet purchases to the individual funds. The net assets of the Internal Service
Fund decreased by $32,113 to $845,779.

BUDGETARY HIGHLIGHTS

Over the course of the year, the City amended its budget once in May of 2008. The amendment was
needed to cover additional expenditures within the Public Safety program for salaries, and additional
expenditures in the Public Works, Public Safety and Parks programs for vehicle operations due to the
increased fuel prices. The amendment was also needed for increased expenses in the outdoor waterpark
operations and for increased costs associated with various capital projects. These include the Lighthouse,
Lakeshore Drive Beach and Shallow Well #18. There were also additional expenditures in the General
Government function for insurance premiums related to King’s Pointe Resort and Waterpark.



The combined tax levy for the City of Storm Lake in fiscal year 2008 increased $0.22 to $13.70 per
thousand. The employee benefits levy increased $0.17 to cover increased costs related to the City’s health
insurance plan. The combined effect of the City’s tax levy and the increased residential rollback on a
$100,000 home was an increase of $4 a year.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

The City’s capital assets include land, buildings and improvements, equipment, streets, sewer systems,
lighting systems, traffic signals and other infrastructure. Capital assets for governmental activities totaled
$21,661,733 (net of accumulated depreciation) at June 30, 2008. Capital assets for business-type
activities totaled $36,111,982 (net of accumulated depreciation) at June 30, 2008. See Note 4 to the
financial statements for more information about the City’s capital assets.

The major capital outlays for governmental activities during the year included West Lakeshore Drive, the
Lighthouse, Great Lawn and a new fire truck.

For business-type activities, major capital outlays included construction of Shallow Well #18, well
service and an odor control project.

Construction in progress at June 30, 2008 for governmental activities consists primarily of Project
AWAYSIS, the airport parking lot and the West Lakeshore Drive street project. Construction in progress
at June 30, 2008 for business-type activities consists of the odor control project.

Long-Term Debt

At June 30, 2008, the City had $19,500,000 in total long-term debt outstanding for governmental
activities. The City completed a GO bond issue for a fire truck for $325,000 in fiscal year 2008. The
principal payments are from $40,000 to $75,000 with interest rates of 4.25% to 4.5%.

Total long-term debt outstanding for business-type activities was $7,626,476 at June 30, 2008.

The Constitution of the State of lowa limits the amount of general obligation debt cities can issue to
5% of the assessed value of all taxable property within the City’s corporate limits. At June 30, 2008 the
City was at 88% of its constitutional debt limit of $16,840,462 with an outstanding balance of
$14,894,380. While the total general obligation debt outstanding exceeds this amount, certain general
obligation bonds include annual appropriation terms. The annual appropriation amount is the principal
and interest due in the next year, and only this amount is required to be included in the computation of the
statutory debt limit.

Other obligations not affecting the City’s debt limit include accrued vacation pay and sick leave.

Additional information about the City’s long-term debt is presented in Note 6 to the financial statements.



ECONOMIC FACTORS BEARING ON THE CITY’S FUTURE
Several factors affected decisions made by the City in setting its 2009 budget.
Interest rates have decreased on certificates of deposit and interest-bearing accounts.

Storm Lake has several major construction projects taking place (i.e., the Buena Vista Regional Medical
Center addition, new elementary school, Buena Vista University expansion and United Community
Health Center). However, these new projects do not add to the tax base, and overall operating costs
continue to rise.

There is potential for growth in the tax base due to property tax rebates ending and the new Fareway store
that will be constructed in the Spring and Summer of 2009.

The City has seen increased hotel/motel and local option sales tax revenue due to the completion and
opening of King’s Pointe Resort. Storm Lake continues to have a strong downtown area; therefore, more
people are visiting and staying in Storm Lake.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT
This financial report is designed to present our citizens, taxpayers, customers, investors, and creditors
with a general overview of the City’s finances and operating activities. If you have any questions or

require additional information, please contact the City Clerk, 620 Erie Street, City of Storm Lake, lowa,
by phone (712) 732-8000, or by email at Justin@stormlake.org.
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Basic Financial Statements




Statement of Net Assets

At June 30, 2008

Assets
Current Assets

Cash and cash equivalents .............cccccceeee.
INVESTMENTS ...,

Receivables
Property Taxes
Current year delinquent, net of

allowance for uncollectible taxes...........
Succeeding year ........cccccceiiieeeeee e,

Tax Increment Financing
Current year delinquent, net of

allowance for uncollectible taxes...........
Succeeding year ........ccccccccceiiiieeeeceeiiiinnn

Customer accounts, net of allowance

for uncollectible accounts...........ccoeeevunneee.
ACCOUNES .oviiiiiic e
Accrued INtEreSt.........vveviiiiiieeiiiieeeeeeeeeens
Due from other governments............cccccceeeeenne
Due from other funds.......cccoooveviiiiiiiiiiieeeeenn,
Inventories and prepaids ...........cccvveeeeeeeennnins
Total Current AsSsetS........ecevveeeeeenen.

Restricted Assets

Cash and cash equivalents ............ccccccvveeeeen.
INVESIMENTS ....eveiii

Pledges receivable, net of allowance for

uncollectible pledges...........ccccccceeiiiiiiiinnnnn.
Total Restricted ASSetsS ......cooeevuneeee.

Noncurrent Assets

Loans fees, net of accumulated amortization..
BONd iSSUE COSES ....ovviiiiiiiiiiieieeeceee e

Capital assets, net of accumulated

depreciation ..........cccvvvvveiiiiiiiiii.
Total Noncurrent Assets.........c........

TOtal ASSELS v

Business-

Governmental Type
Activities Activities Total
$ 1209591 $ 2545696 $ 3,755,287
4,454,373 1,224,018 5,678,391
22,150 — 22,150
2,822,663 — 2,822,663
8,370 — 8,370
284,253 — 284,253
— 615,807 615,807
43,247 — 43,247
45,994 14,538 60,532
328,646 148,800 477,446
— 9,399 9,399
205,803 248,630 454,433
9,425,090 4,806,888 14,231,978
— 60,775 60,775
— 1,119,735 1,119,735
354,746 — 354,746
354,746 1,180,510 1,535,256
— 76,925 76,925
121,082 — 121,082
21,661,733 36,111,982 57,773,715
21,782,815 36,188,907 57,971,722
$ 31562651 $ 42,176,305 $ 73,738,956

See accompanying notes to the financial statements.



Liabilities
Current Liabilities
Accounts payable ...
Accrued interest payable...........ccccccciiiiinnnnn.
Accrued wages and benefits .........cccccvviniinnnn.
Compensated absences...........ccccccvvvvveeveeennenn,
AcCrued EXPENSES.......uuuuurrrrrrreninnniinnnnnnnnnnnnnnns
Due to other funds..........cccvvvvvvviveeiiiniiiniiniinnn,
Matured bonds payable............ccccoviieiiiinnnis
Matured interest payable.........ccccoooeeiririninnnnnnn.
General obligation bonds payable...................
Payable From Restricted Assets
Customer depositS.....ccceevveeevreeiiiiiiiiieeeeeeeenns
Revenue bonds payable .............................
Deferred Revenue
Succeeding year property taxes ..................
Succeeding year tax increment financing ....
Total Current Liabilities ...........cccc.......

Long-Term Liabilities

Compensated absences.............cccccevvvvveeeennnn,

Revenue bonds payable.............cccccveeiiiinnnne

General obligation bonds payable...................
Total Long-Term Liabilities ................

Total Liabilities ...ccvvevieeee e,

Net Assets
Invested in capital assets, net of related debt .
Restricted For
Revenue bond repayment...........................
Debt service ..o
Customer depositS...........uveveerveeeeeeeneeeieninnns
King's Pointe debt service...............cceeeeenn.
King's Pointe taxes and insurance...............
King's Pointe replacement .............cccceveeeeen.
UNrestricted .........oooiveveiiiieeeeeiieeeeeee e
Total Net ASSetS .......evvvveevviiiiiiiiiiiiinnns

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

Business-

Governmental Type
Activities Activities Total
453,822 383,728 837,550
22,487 19,325 41,812
78,951 102,028 180,979
273,624 28,434 302,058
120,030 86,514 206,544
9,399 — 9,399
5,000 — 5,000
4,988 — 4,988
405,000 — 405,000
— 55,185 55,185
— 372,000 372,000
2,822,663 — 2,822,663
284,253 — 284,253
4,480,217 1,047,214 5,527,431
— 48,389 48,389
— 7,254,476 7,254,476
19,095,000 — 19,095,000
19,095,000 7,302,865 26,397,865
23,575,217 8,350,079 31,925,296
2,161,733 28,485,506 30,647,239
— 558,000 558,000
20,845 — 20,845
— 55,185 55,185
— 355,125 355,125
— 65,205 65,205
— 146,995 146,995
5,804,856 4,160,210 9,965,066
7,987,434 33,826,226 41,813,660
1,562,651 $ 42,176,305 $ 73,738,956
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Statement of Activities

Year Ended June 30, 2008

Functions/Programs

Governmental Activities
PUDIIC SATELY ...t e e e e e e e e e aeeeas
U] o [ToR T T  T
Health @nd SOCIAI SEIVICES......uiie ettt e e e e e e e et e e s e e e e eeaaas
(o101 10 =IF= T g Lo I g=Te =T 110 o T
Community and economic deVEIOPMENL ..........vciiiii i e
General gOVEINMENT........coo i
(0= To] 1 = | o] o] [T ox £ TP PP PP PPPPPPPPRPPP
Interest 0N [oNg-term debl .........i i
Total Governmental ACLIVITIES ... e

Business-Type Activities

A== TP TRPPPPPRPPTRRN
WV ASTEWEALET . ...ttt et e e e e et e e e e e e e e e e e e e e e e e e e nn s
KING'S POINTE. ...ttt e e e e e e e e e e e e e s e rreeaeeas
SANMALION. ...

General Revenue
Property and Other City Tax Levied for
GENEIAl PUIMPOSES. ... eeetieeeeee e e ettt e e e e e e e e ettt e e e e e e e e s s nsbaa et eeeaeeeaaannnbaeeeaaeeeeesannnreeees
EMPIOYEE DENETIES. ...ceiiiieiii e
1= 0B =T Vo
Tax increment finanCiNg taXes ...
[0 Tor= Lo 010 g TEST= T[T 7 B
INVESTMENT CAININGS ..vvviiiieeeiiiiiitri et e e e e e e e e e e s r e e e e e e e s ass s aaeeeeaeeeaasasnaareeeaaens
VT ESYot= | P g [T o 1U TP
Total General REVENUE ..o

Change in Net Assets Before Other Financing Sources (US€S) .......ccccceeeeiiininnee.

Other Financing Sources (Uses)

Gain 0N sale Of PrOPEITY .o

B I = 1S (=T P
Total Other Financing SOUICES (USES) ..iuuuuiuiiiiiieiiieiiiiini e e et e e

Change iN NEL ASSEES ...ttt s e e e e e e s e e e e e e e e ane
Net Assets - Beginning of Year, as restated (Note 14)........cccccooeiiiiiiiiiiiiiiiieeeeee e,

NIE] AN =) KSR = oY I o ) =T | SO

See accompanying notes to the financial statements.

Expenses

2,212,478
1,460,577
14,221
1,879,222
348,970
399,703
198,548
963,082

Program Revenue

Net (Expenses),

Revenue and Changes in Net Assets

7,476,801

2,478,861
1,695,780
4,565,876
401,532
161,785

9,303,834

Operating

Charges Grants and
for Services Contributions
61,273 $ 93,914
441,178 871,282
159,241 —
912,380 65,588
17,264 —
1,591,336 1,030,784
2,365,768 103,783
1,573,650 —
2,787,601 1,095,825
380,151 —
217,409 —
7,324,579 1,199,608

Capital Business-
Grants and Governmental Type
Contributions Activities Activities Total
$ — $ (2,057,291) % — $ (2,057,291)
— (148,117) — (148,117)
— 145,020 — 145,020
— (901,254) — (901,254)
— (348,970) — (348,970)
— (382,439) — (382,439)
209,303 10,755 — 10,755
— (963,082) — (963,082)
209,303 (4,645,378) — (4,645,378)
— — (9,310) (9,310)
— — (122,130) (122,130)
— — (682,450) (682,450)
— — (21,381) (21,381)
— — 55,624 55,624
— — (779.647) (779.647)
$ 209,303 (4,645,378) (779.647) (5.425,025)
1,777,335 — 1,777,335
735,589 — 735,589
286,913 — 286,913
129,377 — 129,377
1,209,525 — 1,209,525
199,006 226,168 425,174
49,027 16,460 65,487
4,386,772 242,628 4,629,400
(258,606) (537,019) (795,625)
34,020 — 34,020
27,984 (224,901) (196,917)
62,004 (224.901) (162,897)
(196,602) (761,920) (958,522)
8,184,036 34,588,146 42,772,182
$ 7987434 $ 33826226  $ 41,813.660
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Balance Sheet - Governmental Funds

At June 30, 2008

Assets

Cash and cash equivalents .............cccccci
INVESTMENTS ..ot e e e et e e e e et e e e e e e eerenns
Receivables (net of allowance for uncollectible amounts)

Property Taxes

Current year deliNQUENT..........ccoiiiiiiiiiiiiie e
YW ot o= T=To [T o TR Y= 1 P

Tax Increment Financing

1= 1] o [ U=
SUCCEEUING YEA ..ceeiiiiiiiiiee ettt e e
ACCOUNTS ..ottt e e e e e et e e e e e e eeereaaaas
ACCIUE INTEIEST ...t e e e
PIEAGES ...t
Due from other gOVErNMENTS.........occiiiiiiiiii e e e e eeees
Due from other fUNAS.........cooiiiiiii e
TN VZ=T 1 (0] 1=
Prepaid EXPENSES. ...uu it e et e e e e e e e e e e e e et e e e aaeae

0] 2= XY =] KPP

Liabilities and Fund Balances
Current Liabilities

ACCOUNLES PAYADIE ... .uviiiiiiiiiiiiiiiiiiiiiir e
Salaries and benefits payable ..o
Accrued lIabilitieS..........e e
DUE 10 OthEI FUNAS ...
Matured bonds payable............ccuiiiiiiii
Matured interest payable....... ...

Deferred Revenue

Succeeding year Property taX .....ccoceeeeeeee e
Succeeding year tax increment fiNANCING .........cccoovvviiiiiiiiieeeeee i,
O N

Total Liabhilities .....uueeiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeee e

Fund Balances
Reserved for

DEDE SEIVICE ...
INnventories and PrePaids..........ueeeeeeeeeiiiiiiiiieeee e

Unreserved
Designated for

Outdoor waterpark replacement..............cooovviiiiiiiiiiiee e

Undesignated
Reported in

GeNEral fTUNG .....oeeiiee s
Special revenue fUNAS...........eviiiiiiiiiii e
Capital projects fund ...
Permanent fund..........oouiiiiiii e

Total FUNd BalanCes .......oovivviiiiiieeeeeeee e

Total Liabilities and FunNd BalanCes ........couvveniieeiieeeee e

See accompanying notes to the financial statements.

General

$ 348,232
697,212

17,810
1,791,220

43,247
33,091

58,907
50,504
54,036

334

$ 71,581
83,592
22,487
59,903

1,791,220

2,028,783

54,370
9,911

1,001,529

1,065,810
$ 3,094,593

Road
Use Tax

$ 362,569
1,349

391,740

393,461
$ 436,025

Local Option
Sales Tax

$ —
519,736

3,824

190,240

$ 713,800

46,347
46,347

667,453

667,453
$ 713,800

Debt
Service

$ 1,098
26,712

3,023
272,558

$ —

5,000
4,988

272,558

282,546

20,845

Capital
Projects

$ 133,527
1,947,276

3,361
354,746

$ 297,615
3,420

347,996
649,031

210

1,789,879

1,790,089
$ 2,439,120

Other
Nonmajor
Governmental Total
$ 246,870 $ 1,092,296
502,716 3,695,001
1,317 22,150
758,885 2,822,663
8,370 8,370
284,253 284,253
— 43,247
1,767 43,274
— 354,746
10,344 328,646
— 50,504
— 55,757
143,082 143,626
$ 1,957,604 $ 8,944,533
$ 22,658 $ 413,794
12,394 120,030
— 22,487
— 59,903
— 5,000
— 4,988
758,885 2,822,663
284,253 284,253
— 394,343
1,078,190 4.127,461
— 20,845
143,082 199,383
— 9,911
— 1,001,529
733,714 1,792,907
— 1,789,879
2,618 2,618
879,414 4.817,072
1,957,604 $ 8,944,533
13



Reconciliation of the Balance Sheet - Governmental Funds to the
Statement of Net Assets

At June 30, 2008

Total Fund Balances for Governmental Funds (Page 13)......ccccoooeevvvvviiiiennnenn. $ 4,817,072

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

Capital assets used in governmental activities are not current financial
resources and, therefore, are not reported as assets in the governmental
L1 0 £ 21,661,733

Other long-term assets are not available to pay current period expenditures
and, therefore, are deferred in the fUNAS...........ccccceiiiiiiiiii s 394,343

Bond issue costs are not available to pay current period expenditures, and
therefore, are expensed inthe funds. ...........cccc 121,082

The Internal Service Funds are used by management to charge the cost of
employee health benefits and fleet purchases to the individual funds. The
assets of the Internal Service Fund are included in governmental activities in
the statemeNnt Of NET ASSELS. ...cvuiiiii e e e e e e 845,779

Long-term liabilities, including bonds payable, compensated absences and
accrued interest are not due and payable in the current period and, therefore,
are not reported as liabilities in the fund ............cccooeeii i (19,852,575)

Net Assets of Governmental Activities (Page 11) .......cccccvvvvvvvivinivniinnninnninnninnnn. $ 7987434

See accompanying notes to the financial statements. 14




Statement of Revenue, Expenditures and Changes in Fund Balances -

Governmental Funds

Year Ended June 30, 2008

Revenue

e (0] 01T 4 = VR
Tax increment fiNANCING ........cvvviiiiiiiiiiiiiiiiieeeeeeeeeeeee e
(O 11 =] o =
LIiCENSES aNd PEIMILS.....uuuiiiiiiiii s
Use of Money and ProPerty ....ccoooooeei oo
INtErgOVEINMENTAL......uuiiiiiiie e e e e e e e e e e
Charges fOr SEIVICES......uuiuii i e e e
MISCEIIANEOUS.......covtiiiii et e e e e e e et eeeeaeeens

TOtAl REVENUE.....ciiiiiiiiiiee it

Expenditures

U011 Y= 1=
[2A0 ] o] Toa Y o] o
Health and SOCIal SEIVICES.........oiiiiiiiiiiiiee e
CUlture and rECIEALION .........vuiiieeie e e e s
Community and economic development ............uvvvvveeeeniiiiiiiiieee e
General goOVerNMENt ...
(D1 o AE=Y=] A/ (o
(0= o] 1= Ll o] o] [=Tox £ TP PP P PP PPPPPPPPPRPPPPN

Total EXPeNIiTUIES ..ot

Revenue Over (Under) EXpenditures........ccooevvveeiiiiiii e eee e

Other Financing Sources (Uses)

270 T I o] o Lo 1Yo £
Proceeds from sale Of PrOPertY .......oooviiiiiiiiiiiiiieee e
Operating transfersS iN ...
Operating tranSfers OUL...........cciiviiiiiiii e

Total Other Financing Sources (USES)......cvceiviiiivieeeeiiiiiiieeeeeeeeennnnn,

Net Change in Fund BalanCes..........coooiiiiiiiiiiiiiiieee e
Fund Balances - Beginning of Year.........cccccceciiiiiiiiiiiiiiiieee e e

Fund Balances - ENA Of Y AN ...ccuniieieeeee e

See accompanying notes to the financial statements.

General

$ 1,654,080
279,655
256,198
290,775

27,952
1,150,540
64,667
3,723,867

1,674,065
291,087
14,221
1,375,198
185,992
200,320

3,740,883

(17,016)

34,020

69,607
(215,557)
(111,930)

(128,946)
1,194,756

Road Local Option
Use Tax Sales Tax
$ — $ —
— 900,502

— 47,289
863,876 —
33,946 —
897,822 947,791
614,458 —
614,458 —
283,364 947,791
29,000 —
(192,500) (1,370,167)
(163,500) (1,370,167)
119,864 (422,376)
273,597 1,089,829

$ 393461  $ 667453 0§ 20,845  $ 1,790,089

Other

Debt Capital Nonmajor
Service Projects Governmental Total
$ 286,913 — $ 858,844 $ 2,799,837
— — 129,377 129,377
7,029 — 22,339 1,209,525
— — — 256,198
— 30,481 15,061 383,606
— 8,782 170,251 1,070,861
— — — 1,150,540
— 290,015 55,365 443,993
293,942 329,278 1,251,237 7,443,937
— — 322,634 1,996,699
— — 102,007 1,007,552
— — — 14,221
— — 119,233 1,494,431
— — 162,978 348,970
— — 138,382 338,702
1,293,896 — — 1,293,896
— 2,819,570 — 2,819,570
1,293,896 2,819,570 845,234 9,314,041
(999.,954) (2,490,292) 406,003 (1,870,104)
325,000 — — 325,000
— — — 34,020
996,839 1,783,814 4,000 2,883,260
(325,000) (402,049) (350,003) (2,855,276)
996,839 1,381,765 (346.003) 387,004
(3,115) (1,108,527) 60,000 (1,483,100)
23,960 2,898,616 819,414 6,300,172
$ 879414 $ 4817072
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Reconciliation of the Statement of Revenue, Expenditures and Changes in
Fund Balances - Governmental Funds to the Statement of Activities

Year Ended June 30, 2008

Changes in Fund Balances - Total Governmental Funds (Page 15) $ (1,483,100)

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

Governmental funds report capital outlays as expenditures
while governmental activities report depreciation expense
to allocate those expenditures over the life of the assets.
Capital outlay expenditures exceeded depreciation
expense in the current year, as follows:

Expenditure for capital aSSets ...........uuvuvieeiviiirieiiiiiiiiiiiiinnnns $ 2,627,655
Depreciation EXPENSE .......uuuurrrirrriiiriiiiiiinniirnrrernrn—————— (1,069,198)
NEL INCIEASE .. .. et 1,558,457

Because some revenue will not be collected for several
months after the City’s year end, it is not considered
available revenue and has been deferred in the
governmental funds with the change from the prior year
amounts, as follows:

CONHDULIONS ... (225,742)

The Internal Service Fund is used by management to
charge the cost of employee health benefits and fleet
purchases to the individual funds. The change in net
assets of the Internal Service Fund are included in
governmental aCtiVitieS. ...........ooiiuiiiiiiiii e (32,113)

Bond proceeds is an other financing source in the
governmental funds, but the proceeds increase liabilities in
the statement of net assets. .......cccccceeevi v, (325,000)

Bond issue costs are capitalized and amortized on the
statement of net assets but expensed in the governmental
funds. .o (6,633)

Repayment of long-term liabilities is an expenditure in the
governmental funds, but the repayment reduces long-term
liabilities in the statement of Net asSetS.......ooovvvveeveviieiieiinnens 340,000

Some expenses reported in the statement of activities do
not require the use of current financial resources and,
therefore, are not reported as expenditures in
governmental funds with the change from the prior year
amounts, as follows:

Compensated abSENCES .........ccovviiiiiiiiiiiiiee e $ (13,285)
Interest on long-term debt.........cccoooeeiriiiiiii e, (9,186) (22,471)
Change in Net Assets of Governmental Activities (Page 12) $ (196,602)

See accompanying notes to the financial statements. 16



Statement of Net Assets - Proprietary Funds

At June 30, 2008

Enterprise Funds

Water
Assets
Current Assets
Cash and cash eqUIVAIENTES .........c.uiiiii i e e e e e e e e e eaaranaas $ 1,007,619
NV 1 0 1= 1S 110,779
Receivables
Customer accounts and unbilled usage ............cccco 263,049
Yol ol (V=10 T (=] (1) 6,525
Due from Other QOVEIMIMENTS ........uuiiiiiiiiii e e e e e e e e —
DUE TrOM OtNEE fUNOS ... ettt e et e et e e et e et e e e e e e e aenns 800,000
LY L=] a1 (0] G 31,288
PrePail EXPENSES .....eiieiiiiieeiiiiiit et e ettt e e e e e e s e et e e e e e et e e e e e e e e e e e e e 56,620
TOTAl CUITENT ASSBLS ittt ettt e et e et e et r e e e e e e s s et e s et s e et e e raaeeeans 2,275,880
Restricted Assets
(@82 1= o [P 55,185
LA VZSES] £ 1= 500,000
L) = | RIS {0 (=To N oY =] K, 555,185
Noncurrent Assets
Loan fees, net of accumulated amortiZation.............cooveiiviiiiiiiie e 59,688
Capital assets, net of accumulated depreCiation ..............ccuvvivveeieiiiiiiee e 9,503,303
TOTAl NONCUITENT ASSEES itiiiiiiii ittt et e et e et e et e s s et e e st s e st e raaseeans 9,562,991
O Al A S S S ettt e ——— $ 12,394,056

See accompanying notes to financial statements.

Wastewater

$ 352,855
944,055

185,125
5,135

393,987
2,285

54,954

1,938,396

5,590

22,410

28,000

6,887
4,404,560
4,411,447

—— e

$ 6,377,843

King's Pointe

$ 616,938

95,646
148,800
59,903
29,580
71,464
1,022,331

567,325
567,325

21,157,902
21,157,902

$ 22,747,558

Other
Nonmajor
Enterprise

$ 568,284
169,184

71,987
2,878

1,145

1,294

814,772

30,000
30,000

10,350
1,046,217
1,056,567

$ 1,901,339

Total

$ 2,545,696
1,224,018

615,807
14,538
148,800
1,253,890
64,298
184,332
6,051,379

60,775
1,119,735
1,180,510

76,925
36,111,982
36,188,907

$ 43,420,796

Internal
Service Funds

$ 117,295
759,372

2,720

6,420

885,807
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Statement of Net Assets - Proprietary Funds

At June 30, 2008

Enterprise Funds

Other
Nonmajor Internal
Water Wastewater King's Pointe Enterprise Total Service Funds
Liabilities and Net Assets
Liabilities
Current Liabilities
ACCOUNES PAYADIE ...t e e e e e e s e e e e e e e e e e e nnnnreneeeeeeeeean $ 38,853 $ 67,873 $ 276,044 $ 958 $ 383,728 $ 1,578
Estimated claims incurred but not reported under self-insured health plan......................... — — — — — 38,450
Salaries and benefits payable ... 11,643 9,621 — 3,942 25,206 —
Accrued INterest PAYADIE ..........uu i annnna 15,830 1,745 — 1,750 19,325 —
F oo U T=To N 01T ALY — — 163,337 — 163,337 —
DU TSI (o 011 A T<T R 1 Lo £ — — 1,244,491 — 1,244,491 —
ComPeNnSated @DSENCES........cco e 13,365 13,729 — 1,340 28,434 —
Payable From Restricted Assets
CUSLOMEr AEPOSILS...cce e 55,185 — — — 55,185 —
Revenue DoNdS PaYabIe............uuiiiiiii e 314,000 28,000 — 30,000 372,000 —
TOtal CUITENT LIADTITIES . civeiiiie et e e et e e e e aaas 448,876 120,968 1,683,872 37,990 2,291,706 40,028
Long-Term Liabilities
Revenue DONAS PAYADIE..........u i 6,015,228 572,248 — 667,000 7,254,476 —
Compensated @DSENCES.........cooii i 24,820 21,474 — 2,094 48,388 —
Total Long-Term Liabilities.........cccoooiiii 6,040,048 593,722 — 669,094 7,302,864 —
o) b= T Lo Y1 L AT =T T 6,488,924 714,690 1,683,872 707,084 9,594,570 40,028
Net Assets
Restricted for
Revenue bonds repaymMENt .........cooooiiiiiii e e e e e e e 500,000 28,000 — 30,000 558,000 —
CUSLOMETr dEPOSIES...cci e 55,185 — — — 55,185 —
King's POINtE et SEIVICE ... — — 355,125 — 355,125 —
King’'s Pointe taXes and iNSUFANCE ......ccoiiieiiieeeeee e — — 65,205 — 65,205 —
King's PoINte replaCemMeENnt........cocoi i e e e — — 146,995 — 146,995 —
Reserved for inventory and PrepaidS. ... ... ... . .. e e eeeieeiieeeieneieenennnennneenneennrnnnennnrenneennnn——.- 87,908 57,239 101,044 2,439 248,630 —
Unrestricted
Designated for
Water IMPIOVEMENT ..o, 828,847 — — — 828,847 —
Wastewater iIMProVEMENTS ........ooo i — 607,279 — — 607,279 —
StOrM SEWET IMPIOVEIMENTS .. uuuuiuiiiiiiiiietreruuerurerrrerarerrererrrrrrr————aa—rrarrranrarrranraarrannrrnne — — — 435,185 435,185 —
KiNG'S POINTE ..., — — 20,395,317 — 20,395,317 —
(8o =TT [ F= L (= PSPPSR 4,433,192 4,970,635 — 726,631 10,130,458 845,779
0] = LI N [T T Y <Y 5,905,132 5,663,153 21,063,686 1,194,255 33,826,226 845,779
Total LiabilitiesS and NEt ASSELS ....cceeeeeeeeeee ettt $ 12,394,056 $ 6,377,843 $ 22747558 $ 1,901,339 $ 43,420,796 $ 885,807

See accompanying notes to financial statements.



Statement of Revenue, Expenses and Changes in Net Assets - Proprietary Funds

Year Ended June 30, 2008

Enterprise Funds

Water Wastewater King’'s Pointe
Operating Revenue
CRArgES fOF SEIVICES. .. .uueii e i ittt e et e e e ettt e e e e et e e e e et e e e e earaeeeeennns $ 2,326,443 $ 1,564,630 $ 2,474,141
Y TESYol=] 1 F= T T T 39,325 9,020 313,460
Total OPerating REVENUE ........uuiiiiiiiiee e 2,365,768 1,573,650 2,787,601
Operating Expenses
Governmental Activities
PUDIIC SAIOTY .., — — —
PUDIIC WOTKS .ttt e e e e e s et e e e e e e e e e s nnnnbneeee s — — —
(O T oI a Lo = Tox == 4[] o I — — —
Community and economic development ...........oooiiiiiiiii — — —
GeNEral GOVEIMIMENT.....iiiiiiiiieee e e e e ettt e e e e e e et e e e e e e e s s s bbb e e e e e e e e e e s sanabbeeeeeeeeeeesannnes — — —
(0T o] r= U o] (o] [=Tox £ PP — — —
Business-Type Activities
COSt Of SAIES ANU SEIVICES. ... eeee ettt ettt ettt e ettt e et e et r et e e e e e e e e e e e ernes 1,583,216 1,211,736 3,289,904
Depreciation and amortization.............cooeeeii e 680,795 467,302 756,071
[ ESY o= | F= T 1T 0T S 16,586 — —
Total Operating EXPENSES ......uiiiiiiiiiieiii et e e 2,280,597 1,679,038 4,045,975
Operating INComME (LOSS) cooiiiiiiie e 85,171 (105,388) (1,258,374)
Nonoperating Income (Expenses)
GrANT INCOMIE ...ttt ettt e e e e e ettt e e e e e s e bbbt ettt e e e e e s e e sb bbb b et e e e e e e e s annnnbnneeeas 103,783 — 1,095,825
LY (ST (=1 AL o0 1 1< 105,339 71,171 2,577
FaTCE S =Y 0= 0 T O (198,264) (16,742) —
TSt 1= T 1= T L 16,460 — (519,901)
Total NONOPErating INCOME .....uuuuiiiiiiiiiiiii s 27,318 54,429 578,501
INncome (LOSS) BefOore TranSTers ...ooovviii i 112,489 (50,959) (679,873)
LTI (=T 6T PR 1,013 118,329 878,362
L= L 1S3 =T £ 0 | PSSP (479,143) (125,000) (419,235)
ChaNge iN NEE ASSEES ...ttt ittt e e e et e e e e e s e e e e e e e e e anbrnnees (365,641) (57,630) (220,746)
Net Assets - Beginning of Year, as restated (NOte 14).......cocuiieiiiiiiiiiiiiiiiin e 6,270,773 5,720,783 21,284,432
NEt ASSELS - ENA OFf YBAI ...uiiiiiiiiiiiiii e e $ 5,905,132 $ 5,663,153 $ 21,063,686

See accompanying notes to financial statements.

Other
Nonmajor
Enterprise

$ 595,580

1,980

597,560

488,263
56,230

1,810

546,303

51,257

47,081
(17,014)

30,067

81,324

(199,227)

(117,903)
1,312,158

$ 1,194,255

Total

$ 6,960,794
363,785
7,324,579

6,573,119
1,960,398

18,396
8,551,913

(1,227,334)

1,199,608

226,168
(232,020)
(503,441)

690,315

(537,019)

997,704
(1,222,605)

(761,920)
34,588,146

26,22

Internal
Service Funds

$ 653,546
638
654,184

308,674
129,514
74,110
1,437
21,586
7,196

177,002

719,519

(65,335)

33,222

33,222

(32,113)

(32,113)
877,892

45,77
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Statement of Cash Flows - Proprietary Funds

Year Ended June 30, 2008

Cash Flows From Operating Activities

RECEIPLS frOM CUSTOMEIS ... ...ttt e e e e e e r e e e e e e e e anees
Receipts from Operating fUNGS. ..........ooiiiiiiiiiiii e e
Cash paid for personal SEIVICES ........ccoooi i
Cash paid to SUPPHEIS ..o

Net Cash Provided by (Used in) Operating ACtiVities .........ccccvvevviciiiieeveeeeeninnnnn,

Cash Flows From Noncapital Financing Activities

Yo \Vz= T ot T (o o 11 L= o (0T Lo [T
AAVANCES frOM OTNEI fUNGS....ee e et e e et e e e e e e eaaas
Net Cash Provided by (Used in) Noncapital Financing Activities.....................

Cash Flows From Capital and Related Financing Activities

ACQUISItION Of CAPItal ASSELS .....cuvueiiii e e
L] = 110 o] o T T= o LSS
Proceeds from reVenue DONAS ..........uuuuiuiiiiiiiiiiiiiiii s
Repayment of reVeNUE DONAS ........ccooiiiiii e e s
INEEIEST PAYIMENES ...t e
Nonoperating revenue (EXPENAITUINES) .........uuiriiiiieaiiiiiiiir et e e e e e e e e e e e e e e e e aaaa

Net Cash Used in Capital and Related Financing Activities..........cccccceeeeeriinnns

Cash Flows From Investing Activities

PUrchase Of INVESTMENTS ........uuiiiiiiiiiiiiii s
INtEreSt ON INVESTMENTS ..ciei it e e e e et e e e e e s et eeeeeeesannntseneeeeeeeesannnes
Net Cash Provided by Investing ACtiVitieS.........cccccccviviiiieeeee,

Net Decrease in Cash and Cash EqQUIVAIENTS .........c.oeviiiiiiiiiiiiiiice e
Cash and Cash Equivalents at Beginning Of Year..........cccccuuiiiiiiieiiniiiiieeeeee e

Cash and Cash Equivalents at End of Year .........ccccccivviiiiiieeeeeeeeee e

Reconciliation of Operating Income (Loss) to Net Cash Provided by (Used in)

Enterprise Funds

Operating Activities

Operating iINCOME (I0SS) ...cceeieeee e

Adjustments to Reconcile Income (Loss) From Operations to Net Cash Provided by

(Used in) Operating Activities

(D=7 o] £=ToiF= Vi [o] o PO P PP P TP PPPPPPPPPPRPP
AMOIIZALION ...
(Increase) decrease in accounts receivable and unbilled usage.........cccccvvvvvvevvnnnenee,
(Increase) decrease iN INVENTOMIES ........uuuuuiruriiieiiiiiiiriiiierrrerrn e —————————
(Increase) decrease in Prepaid EXPENSES.......uuuuurrurrrrrrrrieriirrrirrrrrrr——————————————
Increase (decrease) in accounts payable..........ccocceei
Increase in salaries and benefits payable............cccc
Increase in incurred and unpaid ClaiMS ..........coeuiiiiiii e e
INCrease iN ACCIUEH EXPENSES .....ciiieeiiiiiieeeeeeeeeti s e e e e e e e e ettt e e e e eeeer it e e eeeeeeerrennes
Increase in CUSTOMEr AEPOSIES ...ccoei i
Increase (decrease) in compensated abSENCES .......cooevvie i

Net Cash Provided by (Used in) Operating ACHIVITIES .......coooiiiiiiiiiiieeeeiieee e

Reconciliation of Cash and Cash Equivalents to Specific Assets

Included on the Statement of Net Assets - Proprietary Funds

Cash and €cash QUIVAIENLES .........cooiiiiiiiiiie e e e
Restricted cash and cash eqUIVAIENTS ............uviiiiiiieiie e

See accompanying notes to financial statements.

Water
$ 2,423,495

(305,188)

(1,275,065)
843,242

(1,161,313)

1,013

(1,160,300)

(201,672)
103,783

(305,000)
(199,027)

16,460
(585,456)

111,162
111,162

(791,352)
1,854,156

1,062,804

$ 85,171

677,045
3,750
50,577

(506)

(12,056)
28,990
53

7,150

3,068

$ 843,242

$ 1,007,619
55,185
1,062,804

Wastewater
$ 1,595,541

(250,242)

(970,834)
374,465

(636,817)
118,329

(518.488)

(366,418)

306,798
(27,000)
(15,798)

(102,418)

85,576
85,576

(160,865)
519,310

$ 358,445

$ (105,388)

466,939

363

21,891

453
(11,823)
(648)
(50)

2,728

$ 374,465

$ 352,855

5,590

$ 358,445

King’'s Pointe

$ 2,691,955

(5,915,957)
(3.224.002)

(479,138)
2,122,853
1,643,715

(1,645,697)
947,025

(519,901)
(1,218,573)

(827)
14,030

13,203

(2,785,657)
3,402,595

$ 616,938

$ (1,258,374)

756,071

(95,646)
(16,148)
(71,464)
(2,701,778)

163,337

$ (3.224.002)

$ 616,938

$ 616,938

Other
Nonmajor
Enterprise

$ 573,166

(78.772)

(478,804)
15,590

(199,227)

(199.227)

(31,210)
(17,056)

(48,266)

(7,003)
48,088
41,085

(190,818)
__ 759,102

$ 568,284

$ 51,257

55,605
625
(24,394)
(845)
24
(64,808)
980

(2,854)
$ 15590

$ 568,284

$ 568,284

Total
$ 7,284,157

(634,202)
(8,640,660)
(1,990.705)

(2,476,495)
2,242,195
(234,300)

(2,213,787)
1,050,808
306,798
(363,210)
(231,881)
(503,441)
(1,954,713)

(7,830)
258,856
251,026

(3,928,692)
6,535,163

2 471

$ (1,227,334)

1,955,660
4,738
(47,572)
(17,046)
(95,319)
(2,738,244)
983

163,337
7,150

2,942

$ (1.990.705)

$ 2,545,696

60,775

2 471

Internal
Service Funds

$ —
654,184

(725,77_7)
(71,593)

45,855
45,855

(25,738)
143,033

$ 117,295

$ (65,335)

(1,423)
(2,847)

(1,988)

$ (71.593)

$ 117,295

$ 117,295
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Statement of Fiduciary Net Assets - Fiduciary Funds =————————

At June 30, 2008

Agency
Lake
Pension Trust Improvement
Police/Fire Commission
Assets
Cash and cash equivalents ............cccceeveiuieeeeiciiee e, $ 25,058 $ 256,040
INVESTMENTS ..ceieii e eaas 2,391 1,487,395
INEErESt rECEIVADIE ... — 5,638
Prepaid EXPENSES. ...u.ci ittt e e e e eaaeas — 12,441
TOLAl ASSELS .. $ 27,449 $ 1,761,514
Liabilities and Net Assets
Liabilities
ACCOUNES PAYADIE ....uveiiiiiiiie e $ — $ 129,636
Salaries and benefits payable ... 4,331 —
Due to other goOVEIrMMENTS .........ceiiieiiiieeiies e e e e e eeaeens — 1,631,878
Total LiabilitieS.....ccvveeeieeee e 4,331 1,761,514
Net Assets
Reserved for PENSIONS.........uuuuuuiueiiiiiiiiiiiii e 23,118 —
Total Liabilities and Net ASSEetS ......cccvviviiiiiieiiiiiiiieeeeee e $ 27,449 $ 1,761,514

See accompanying notes to the financial statements. 21



Statement of Changes in Fiduciary Net Assets - Fiduciary Funds

Year Ended June 30, 2008

Pension Trust

Police/Fire
Additions
Transfers from special [EVY fUN............cuiiiiii e $ 196,917
Deductions
PUBDIIC SAFELY ...ttt e e e e e e s 196,965
Change iN NEE ASSEES ...ttt e e e e e e e e e e e e e e a e (48)
Net ASSEts - BEGINNING Of YA ....uuuiiiiiie st 23,166
NEt ASSEES - ENA OF YOI et $ 23118

See accompanying notes to the financial statements. 22



Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

The City of Storm Lake is a political subdivision of the State of lowa located in Buena Vista County. It
was first incorporated in 1873 and operates under the Home Rule provisions of the Constitution of lowa.
The City operates under a Mayor-Council form of government with the Mayor and Council Members
elected on a nonpartisan basis. 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 water, sewer, storm water and landfill utilities
for its citizens.

The financial statements of the City of Storm Lake have been prepared in conformity with accounting
principles generally accepted in the United States of America as prescribed by the Governmental
Accounting Standards Board.

Reporting Entity

For financial reporting purposes, the City of Storm Lake has included all funds, organizations, agencies,
boards, commissions and authorities. 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. The City of Storm Lake has no component units that need to be included in these financial
statements.

Basis of Presentation
Government-Wide Financial Statements
The statement of net assets and the statement of activities report information on all of the
nonfiduciary activities of the City. For the most part, the effect of interfund activity has been removed
from these statements. Governmental activities, which are supported by property tax and
intergovernmental revenue, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for services.

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 attributable 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 imposed by management,
which can be removed or modified.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenue. Direct expenses are those that are clearly identifiable with
a specific function. Program revenue includes: (1) charges to customers or applicants who purchase,
use or directly benefit from goods, services or privileges provided by a given function and (2) grants,
contributions and interest that are restricted to meeting the operational or capital requirements of a
particular 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 and proprietary funds. Major individual
governmental and proprietary funds are reported as separate columns in the fund financial
statements. All remaining governmental funds are aggregated and reported as other nonmajor
governmental funds.

The City reports the following major governmental funds:

The General Fund is the general operating fund of the City. All general tax revenue and other
revenue that is 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 capital
improvement costs not paid from other funds.

The Road Use Tax Fund is used to account for taxes received from the state to be used for road
construction and maintenance.

The Local Option Sales Tax Fund is used to account for the revenue from the tax authorized by
referendum for capital improvements, equipment and community programs and services.

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

The Capital Projects Fund is used to account for all resources used in the acquisition and
construction of capital assets (other than those financed by proprietary fund types and special
revenue funds).

The City reports the following major proprietary funds:

Enterprise
The Water Fund accounts for the operation and maintenance of the City’s water system.

The Wastewater Fund accounts for the operation and maintenance of the City’'s wastewater
treatment and sanitary sewer system.

The King's Pointe Fund accounts for the construction and operation of a hotel facility.

The City also reports the following additional proprietary funds:

Internal Service Funds are utilized to account for the financing of goods or services purchased by
one department of the City and provided to other departments or agencies on a cost-
reimbursement basis.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

Measurement Focus and Basis of Accounting

The government-wide and proprietary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. 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 they are levied. Grants and similar items
are recognized as revenue 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 after year end.

Property tax, local option sales tax, 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 generally are 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
recognized as expenditures only when payment is due. Capital asset acquisitions are reported as
expenditures in governmental funds. Proceeds of general long-term debt are reported as other financing
sources.

Under terms of grant agreements, the City funds certain programs by a combination of specific cost-
reimbursement grants, categorical block 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, followed by categorical
block grants 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 is charges to customers for sales and services. Operating expenses for
Enterprise Funds include the cost of sales and services, administrative expenses and depreciation on
capital assets. 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

Agency funds report, under the accrual basis of accounting, any assets and liabilities. Since agency
funds have no equity, they do not have a management focus.

The City maintains its financial records on the cash basis. The financial statements of the City are
prepared by making memorandum adjusting entries to the cash basis financial records.

Budgets and Budgetary Accounting

In accordance with the Code of lowa, the City Council annually adopts a budget on the cash basis
following required public notice and hearing for all funds except for agency 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, 2008.

The cash basis reports cash receipts and disbursements rather than revenue and
expenditures/expenses. Receivables, payables, accruals and deferrals do not apply to the cash basis
budget. The budgetary comparison and related disclosures are reported as required supplementary
information.

During the year ended June 30, 2008, dishursements exceeded the budgeted amounts in general
government and debt service.

The City follows these procedures in the adoption of or amendment of the annual budget:

1. Department supervisors submit preliminary budget requests during October. These requests are
reviewed by the City Administrator, City Clerk and City Finance Officer, who present a proposed
budget to the City Council. The City Council approves a projected budget based on their
recommendations.

2. The City Clerk provides the projected budget to interested citizens not later than February 20, and
public hearings are conducted to obtain taxpayer comments.

3. Prior to March 15, the budget is legally enacted through passage of a resolution and is submitted to
the County Auditor.

4. Amendments to the budget may be considered and reviewed throughout the fiscal year.
Amendments are subject to council review and by justification to the City Administrator. The budget
is formally amended by the City Council after the process of public hearings.

State law mandates that the control of the level of classification at which expenditures may not legally
exceed appropriations is based upon ten major classes of disbursements, known as functions, not by
fund or fund type. It is permissible, therefore, to overspend the budget within a particular fund so long as
the expenditures within a function are not exceeded. The 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 Activities and Nonprogram. The City does
not record or report encumbrances.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

Cash and Cash Equivalents

The City pools cash resources of its various funds in order to facilitate the management of cash. Cash
applicable to a particular fund is readily identifiable. The balance in the pooled cash account is available
to meet current operating requirements. Cash in excess of current requirements is invested in various
interest-bearing securities and disclosed as part of the City’s investments.

For purposes of the statement of cash flows, all short-term cash investments that are high 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

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%% per month penalty for delinquent payments, is based on January 1, 2006 assessed property
valuations, is for the tax accrual period July 1, 2007 through June 30, 2008 and reflects the tax asking
contained in the budget certified to the County Board of Supervisors in March, 2007.

Accounts receivable are recorded in the Enterprise Funds at the time the service is billed. Unbilled
usage for service consumed between periodic scheduled billing dates is estimated and is recognized as
revenue in the period in which the service is provided.

During the course of its operations, the City has numerous transactions between funds. To the extent
certain transactions between funds had not been paid or received as of June 30, 2008, balances of
interfund amounts receivable or payable have been recorded in the fund financial statements.

Due from other governments represents amounts due from the State of lowa, various shared revenue,
grants and reimbursements from governments.

Inventories and Prepaids

Inventories are valued at cost using the first-in/first-out method. Inventories in the Enterprise Funds
consist of materials and supplies. Inventories are recorded as expenses when consumed rather than
when purchased. The cost of governmental fund-type inventory is recorded as an expenditure 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 property and liability insurance payments paid in advance.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

Restricted Assets

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.

Interest Capitalized

Construction period interest for business-type activities is capitalized. For projects paid for 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. No amounts were capitalized in 2008.

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 are defined by the City as assets with an initial, individual cost in excess of
$5,000 and estimated useful lives in excess of two years.

Capital assets of the City are depreciated using the straight-line method over the following estimated
useful lives.

Estimated Useful Lives

Asset Class (In Years)
Buildings and iMProOVEMENTS .......oiiiiiiieiiiiie et e e e e e e e ee e e e e e e eeerenanas 20 - 40 Years
EQUIPMENt ANd VENICIES ......eeiiii e e e 5-20 Years
L= 5] (o (0 = 20 Years

The City chose not to retroactively capitalize infrastructure assets. Under current accounting standards,
the City is not required to retroactively complete the capitalization of infrastructure assets. However,
infrastructure projects since 2004 are properly included in the government-wide financial statements.
Because the infrastructure assets constructed prior to 2004 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.

Compensated Absences

City employees accumulate vacation and sick leave hours for subsequent use or for payment upon
termination, death or retirement. For proprietary fund types, these accumulations are recorded as
expenses and liabilities of the appropriate fund in the year earned. For governmental fund types, the
amount of accumulated unpaid vacation and sick leave which is payable from available resources is
recorded as a liability.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

Deferred Revenue

Although certain revenue is measurable, it is not available. Available means collected within the current
period or expected to be collected soon enough thereafter to be used to pay liabilities of the current
period. Deferred revenue in the governmental fund financial statements represents the amount of assets
that have been recognized, but the related revenue has not been recognized since the assets are not
collected within the current period or expected to be collected soon enough thereafter to be used to pay
liabilities of the current period. Deferred revenue consists of property tax receivables and grants and
cost sharing receivables not collected within 60 days after year end. Deferred revenue in the statement
of net assets consists of succeeding year property tax and tax increment financing receivable that will
not be recognized as revenue until the year for which they are levied and other project-related amounts
not received within 60 days after year end.

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 applicable governmental activities or
business-type activities column in the statement of net assets and the proprietary fund type statement of
net assets. Bond issuance costs are reported as deferred charges and amortized over the term of the
related debt.

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 debt service expenditures.

Fund Balance

Reservations of fund balance represent amounts that are not appropriated or are legally segregated for
a specific purpose. Designations of fund balance represent tentative management plans that are subject
to change.

Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital assets,
net of related debt, consists 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 accounting principles generally accepted in
the United States of America 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 deposits in banks at June 30, 2008 were entirely covered by federal depository 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 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; 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.

On June 30, 2008, the City had investments in the lowa Public Agency Investment Trust which were
valued at an amortized cost of $1,000,000 pursuant to Rule 2a-7 under the Investment Company Act of
1940. The investment in the lowa Public Agency Investment Trust is unrated for credit risk purposes.

The City's cash and investments at June 30, 2008 were as follows:

(O 1] s o] o T 1 1= Ua Lo IR $ 10,352
DEPOSItS ON AEMANG. ... .uuiiiiiiiiiiiiiii e e e e aa e 259,062
Deposits with employee health benefit administration..............occcovviveiieiiiiiiiieeeen 9,338
Money MArket QCCOUNTS ........uuuii e e e e e e e e e e e et e r e e e e e e e erana e e e e e e e e eernnnaanes 3,544,313
TIME AEPOSIES ...ttt e et e e e e e e bbb e e et e e e e s s a bbb n e e e e e e e e e e aae 6,791,123
Lo 1 €= LRSS $ 10,614,188

(3) Interfund Receivables and Payables

The composition of interfund balances as of June 30, 2008 is as follows:

Interfund Interfund
Due From/To Receivables Payables
GENETAl FUNG....ceeieie e $ 50,504 $ 59,903
Proprietary Funds
RV Y= 1< 800,000 —
WaASTEWALET ...t 393,987 —
KiNG'S POINTE ....eeiiiiiii e 59,903 1,244,491
$ 1304394 $1.304.394

These balances result from interfund advances made to finance projects or enterprise operations.
Repayments will be made as time deposits mature or enterprise operations become profitable.
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Notes to the Financial Statements

(4) Capital Assets

Capital assets activity for the year ended June 30, 2008 was as follows:

Governmental Activities
Capital Assets Not Being Depreciated
Land ......coooveeeiiieie e,
Construction in progress.................
Total Capital Assets Not
Being Depreciated..................

Capital Assets Being Depreciated
BUildingS.....cooooviiiiiiiiicee
Improvements other than

buildings .......ccovvveviiiie e,
Equipment and vehicles..................
Infrastructure, road network ............

Total Capital Assets Being
Depreciated...............cceeeeee.

Less Accumulated Depreciation for
BuildingS......ccooovevviviiiiiiiee e,
Improvements other than

buildings .....ccooeeiiii
Equipment and vehicles..................
Infrastructure, road network ............
Total Accumulated Depreciation

Net Capital Assets Being Depreciated

Net Governmental Activities
Capital ASSetS ......evvveeeveeiiiiiiiniinnns

Balance -

Beginning
of Year Balance -
(Restated) Increases Decreases End of Year
$ 1,430,953 — $ — $ 1,430,953
9,376,748 2,395,996 10,479,361 1,293,383
10,807,701 2,395,996 10,479,361 2,724,336
5,833,317 113,275 — 5,946,592
4,539,017 7,717,340 196,946 12,059,411
3,883,178 221,264 12,924 4,091,518
2,261,088 2,659,141 — 4,920,229
16,516,600 10,711,020 209,870 27,017,750
2,238,000 182,574 — 2,420,574
2,614,688 374,392 196,946 2,792,134
2,120,719 266,221 12,924 2,374,016
247,618 246,011 — 493,629
7,221,025 1,069,198 209,870 8,080,353
9,295,575 9,641,822 — 18,937,397
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Notes to the Financial Statements

(4) Capital Assets

Balance -
Beginning
of Year Balance -
(Restated) Increases Decreases End of Year
Business-Type Activities
Capital Assets Not Being Depreciated
Land ....ccovveeeeeeeeee e, $ 9,200 $ — $ — % 9,200
Construction in progress*................ 21,931,606 1,776,770 23,025,946 682,430
Total Capital Assets Not
Being Depreciated.................. 21,940,806 1,776,770 23,025,946 691,630
Capital Assets Being Depreciated
Buildings and improvements........... 9,763,668 19,939,498 — 29,703,166
Equipment and vehicles.................. 605,834 1,986,298 6,323 2,585,809
Infrastructure, water and sewer
NEIWOTK* ....vvviiieeee e 19,549,852 1,543,490 — 21,093,342
Total Capital Assets Being
Depreciated........cccccceeeeeunvnneee. 29,919,354 23,469,286 6,323 53,382,317
Less Accumulated Depreciation for
BuildingS......ccoovvviviiiiiiiieee e 7,507,718 809,966 — 8,317,684
Equipment and vehicles.................. 350,205 402,010 — 752,215
Infrastructure, water and sewer
NEIWOIK....coeieiieei e, 8,148,382 743,684 — 8,892,066
Total Accumulated Depreciation 16,006,305 1,955,660 — 17,961,965
Net Capital Assets Being Depreciated 13,913,049 21,513,626 6,323 35,420,352
Net Business-Type Activities
Capital ASSEtS .......ccccvveeeieeecrneenne $ 35,853,855 $ 23,290,396 $ 23,032,269 $ 36,111,982

*Restated for assets placed in service prior to July 1, 2007. See Note 14.

Depreciation expense was charged by the City as follows for the year ended June 30, 2008:
Governmental Activities

0o T 7= 1= $ 170,381
(A0 o] Tod Yo ¢ T 453,025
CUIUIE AN FECIEATION .. ceeie ettt ettt r e et et e e e e e e e e e e e e eereanreenns 384,791
General gOVEINMENT........ooi it 61,001
Total Governmental Activities Depreciation EXpPense .......ccccccccvvvvviieeiiiiieennennn, $ 1,069,198
Business-Type Activities

LAY = (= SRR $ 677,045
VT L= TS VY= 1 (=] 466,939
S (0] 1 V7= L = N 55,374
0= T 11 231
KNGS POINTE. . uutitiiiiiiiiiiiit e 756,071
Total Business-Type Activities Depreciation EXPENSe........cccvvvvvveevveevieevieeveveeeeennnne, $ 1,955,660
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(5) Interfund Transfers

The detail of interfund transfers for the year ended June 30, 2008 is as follows:

Transfer To
General

Special Revenue
Road Use

Special Revenue
Expendable Gift Special Revenue

Debt Service

Capital Projects

Proprietary
Water

Proprietary
Wastewater

Proprietary
King's Pointe

Pension Trust
Police/Fire

Transfer From

Special Revenue
Emergency Levy
Local Option Sales Tax
Proprietary
Water
Wastewater

Special Revenue
Local Option Sales Tax

Special Revenue
Local Option Sales Tax

General
Special Revenue
Tax Increment Financing
Local Option Sales Tax
Proprietary
King’s Pointe

General
Special Revenue
Road Use
Local Option Sales Tax
Debt Service
Proprietary
Storm Water
Landfill

Proprietary
King's Pointe

Proprietary
Water
King's Pointe

Capital Projects

Proprietary
Water
Wastewater

Special Revenue
Special Levy

Amount

$ 56,607
3,000

5,000

5,000

69,607

29,000

4,000

65,557

96,479
417,080

417,723
996,839

150,000

192,500
917,087
325,000

169,227
30,000
1,783,814

1,013

117,830
499
118,329

402,049
356,313

120,000
878,362

196,917
$ 4,077,881
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(6) Long-Term Debt

The following is a summary of the changes in long-term debt for the year ended June 30, 2008:

Balance - Amount Range of
Beginning Balance - Duein the Interest
of Year Additions Retirements End of Year Next Year Rates

Governmental Activities
General obligation bonds $ 19,515,000 $ 325,000 $ 340,000 $ 19,500,000 $ 405,000 3.75-5.75%

Compensated absences .. 260,339 273,624 260,339 273,624 273,624 N/A
TotalS oo, $19,775339 $ 598,624 $ 600,339 $ 19.773.624 $ 678,624
Business-Type Activities

Revenue bonds................ $ 7,682,888 $ 306,798 $ 363,210 $ 7,626,476 $ 372,000 3.00%
Compensated absences .. 73,880 76,823 73,880 76,823 28,434 N/A
TotalS....cooveveeviiee e, $ 7756768 $ 383,621 $ 437,090 $ 7,703,299 $ 400,434

Governmental Activities

General Obligation Bonds

The City issues general obligation bonds to provide funds for the acquisition and construction of major
capital facilities. General obligation bonds have been issued for both general government and
proprietary activities. In addition, general obligation bonds have been issued to refund prior general
obligation bonds.

General obligation bonds are direct obligations and pledge the full faith and credit of the City. These
bonds generally are issued as serial bonds with substantially equal amounts of principal plus interest
maturing each year. Certain general obligation bond debt service is subject to annual appropriation by
the City Council. In accordance with the Code of lowa, only that portion subject to the annual
appropriation by the City Council is included in the computation of the statutory debt limit.

Business-Type Activities

Revenue Bonds
The City issues bonds where the government pledges income derived from the acquired or
constructed assets to pay debt service.

Annual debt service requirements to maturity for general obligation bonds and revenue bonds at
June 30, 2008 are as follows:

Year Governmental Activities Business-Type Activities

Ending General Obligation Bonds Revenue Bonds Total
June 30, Principal Interest Principal Interest Principal Interest
2009............ $ 405,000 $ 945411 $ 372,000 $ 231,900 $ 777,000 $ 1,177,311
2010............ 445,000 928,699 384,000 220,740 829,000 1,149,439
2011............ 650,000 910,200 395,000 209,220 1,045,000 1,119,420
2012............ 660,000 881,238 406,000 197,370 1,066,000 1,078,608
2013............ 725,000 855,269 419,000 185,190 1,144,000 1,040,459
2014-2018 .. 4,160,000 3,749,512 2,288,000 365,490 6,448,000 4,115,002
2019-2023 .. 5,420,000 2,663,832 2,652,000 365,490 8,072,000 3,029,322
2024-2028 .. 7,035,000 885,525 710,476 37,140 7,745,476 922,665

19,500,000 11,819,686 7,626,476 1,812,540 27,126,476 13,632,226

Net unamor-

tized bond

discount... 121,082 — 76,925 — 198,007 —
Net $ 19378918 $ 11.819.686 $ 7549551 $ 1812540 $ 26,928,469 $ 13,632,226



Notes to the Financial Statements

(6) Long-Term Debt

Interest expense recorded in governmental fund types totaled $953,546 for the year ended June 30,
2008. Interest expense recorded in proprietary fund types totaled $232,020.

Revenue Bond Resolution Requirements

The business-type activities revenue bond resolutions contain significant limitations and restrictions on
annual debt service requirements, require minimum amounts to be maintained in various restricted
accounts to provide for payment of principal and interest and require minimum revenue bond coverage.
At June 30, 2008, the City was in compliance with these covenants.

(7) Jointly Governed Organizations

The City participates in a jointly governed organization agreement with the Buena Vista County Solid
Waste Commission, a political subdivision created under Chapter 28E of the Code of lowa. The purpose
of the Commission includes providing economic disposal of solid waste produced or generated within
the member county and cities.

The City’s ongoing financial interest in the jointly governed organization consists of the operation of the
landfill and other solid waste collection and disposal operations. The City collects landfill fees as a part
of its regular utility billings. The Commission then bills the City quarterly for its operations. This fee is
computed for each municipality on a per capita basis. For the year ended June 30, 2008 this fee
totaled $312,356.

Copies of the Commission’s financial statements are available from the City Clerk at the City of Alta, or
from the State Auditor’s Office.

The City participates in a jointly governed organization agreement with the Lake Improvement
Commission, a political subdivision created under Chapter 28E of the Code of lowa. The financial
information for the Commission is reflected as an agency fund in these financial statements. The
purpose of the Commission is to finance and effect a continued dredging of the Lake Storm Lake.

Copies of the Commission’s financial statements are available from the City Clerk at City of Storm Lake,
or from the State Auditor’s Office.

The City also participates in several jointly governed organizations for which the City is not financially
accountable, or that the nature and significance of the relationship with the City are such that exclusion
does not cause the City’s financial statements to be misleading or incomplete. City officials are members
of the following Boards or Commissions: Buena Vista County Assessor's Conference Board, Buena
Vista County Emergency Management Commission, Buena Vista County Communications Commission,
Joint E911 Service Board and Region V Drug Task Force.
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Notes to the Financial Statements

(8) Pension and Retirement Benefits

The City contributes to the Municipal Fire and Police Retirement System of lowa (the Plan), which is a
cost-sharing, multiple-employer defined benefit pension plan administered by a Board of Trustees. The
Plan provides retirement, disability and death benefits which are established by state statute to plan
members and beneficiaries. The Plan issues a publicly available financial report that includes financial
statements and required supplementary information. The report may be obtained by writing to Municipal
Fire and Police Retirement System of lowa, 7155 Lake Drive, West Des Moines, lowa 50263.

Plan members are required to contribute 9.35% of earnable compensation and the City’s contribution
rate may not be less than 17% of earnable compensation. Contribution requirements are established by
state statute. The City’s contributions to the Plan for the years ended June 30, 2008, 2007 and 2006
were $196,917, $192,085 and $190,790, respectively, equal to the required contribution for each year.

lowa Public Employees 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.

Plan members are required to contribute 3.90% of their annual covered salary and the City is required to
contribute 6.05% of annual covered payroll. Contribution requirements are established by state statute.
The City’s contributions to IPERS for the years ended June 30, 2008, 2007 and 2006 were $98,532,
$86,730 and $87,548, respectively, equal to the required contributions for each year.

ICMA Retirement Plan

The Chief of Police, City Administrator and City Development Director are covered under the nationwide
retirement plan offered by the International City Manager's Association (ICMA). Contributions required
by the employer are 12% of the annual salary for the Chief of Police, and $8,000 less the City’'s IPERS
contribution per year for the City Administrator and $2,000 per year for the City Development Director.

The City’s responsibility is limited to payment of contributions required by the established rates. The
employer’s contribution paid by the City for the year ended June 30, 2008 totaled $14,008.
(9) Construction Contracts and Commitments

The City has entered into the following contracts which were not complete as of June 30, 2008:

Total Portion Remaining

Project Completed Commitment

Airport parking lot ..........ccoeveeviiieiiiieeee. $ 171,139 $ 9,190 $ 161,949
West Lakeshore Drive Street Project ..... 648,213 56,800 591,413
AWAYSIS Family Playground ................ 318,020 312,730 5,290
Beach playground and lawn ................... 1,556,685 1,532,053 24,632
$ 2,694,057 $ 1,910,773 $ 783,284
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(10) Commitments

The City has entered into an agreement for the operation and maintenance of the City’'s wastewater
treatment facilities through June, 2013, with the fee to be negotiated yearly. The fee for the year ending
June 30, 2009 is $58,485 per month.

The City has entered into an agreement for the operations and maintenance of the City’'s water and
water treatment facilities through June, 2013, with the fee to be negotiated yearly. The fee for the year
ending June 30, 2009 is $67,118 per month.

The City has entered into an agreement for the management of the airport for the year ending June 30,
2009 for $2,868 per month.

The City has entered into an agreement for the operation and maintenance of the City’s King's Pointe
Waterpark Resort facility through August 29, 2012, with the base management fee adjusted yearly
based on the inflation rate. The base management fee for the year ending June 30, 2009 is $8,795 per
month with an additional incentive management fee of 1.5% of gross receipts for the first two full fiscal
years once the City has been fully reimbursed for cash contributions used for operations. Thereafter, the
incentive management fee shall be equal to the first $25,000 of net available cash for said fiscal year,
plus 25% of the net available cash over and above $25,000 for said fiscal year. No incentive fees were
incurred or paid during the year ended June 30, 2008.

The City has entered into an agreement for the operation and maintenance of the City’'s Outdoor
Waterpark facility through June 21, 2012, with the base management fee to be negotiated yearly. The
base management fee for the year ending June 30, 2009 is $4,140 each month for five months of
operation (May, June, July, August and September).

(11) Risk Management

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

Effective August 1, 1983, the City adopted a plan of self-insurance for employee’s health benefits.
Deposits are made to the Employee Health Benefit Fund to pay employee claims. An excess coverage
insurance policy covers individual claims over $20,000, or total group claims exceeding 125% of
expected claims.

An actuarial study of the adequacy of reserves, rates and financial condition of the Employee Health
Benefit Fund was performed for the plan year January 1, 2007 to December 31, 2007. The study
included census of covered members as of December 31, 2007, a summary of aggregate and specific
excess loss reinsurance coverage, monthly claim expense information, a summary of revenue and
expenses and review of the plan document summary description.
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(11) Risk Management

Following is a financial analysis of the plan for the year ended June 30, 2008. Included in this analysis is
an estimate of the amount needed at the end of the plan year for incurred but not paid claims.

Net aSSEts - JUIY 1, 2007 ....ccoieiiiiiiieieeeee ettt e e e e e e e s et r e e e e e e e s ssnsreeeeeeeaeeeeannnes $ 397,581
CONtIBULIONS TECEIVEU.......cvveiiiee e e e e 406,789
[ (=TS A=Y= 1 =0 T 15,428
Other SOUICES Of TEVENUE .......civei i e e e e e e s e e s e e e e e ebaas 1,039

820,837
ClaiMmS PaAIA....cc o 226,318
Aggregate stop-loss premiums and other charges............ccccvviiiiievceen e, 151,907

378,225
Net assets - JUNE 30, 2008.......couiiuiieiiiiieiiei et e s ee e eneeanes 442,612
Reserved for estimated incurred but unpaid Claims ...........cccceviiiii e, 38,450
(O VoY =T AYZ=To B S T Lo £ $ 404,162

(12) Deferred Compensation

The City offers its employees deferred compensation plans as allowed by Internal Revenue Code
Section 457. The plan allows City employees to defer a portion of the current salary until future years.
The employee becomes eligible to withdraw funds upon termination, retirement, death or unforeseeable
emergency.

The City has adopted GASB Statement 32 and does not report the assets of the plans on its balance
sheet.

(13) Conduit Debt Obligations

To provide for the construction of additions to the library, dormitories and a recreation facility at Buena
Vista University, the City has issued a series of Higher Education Facilities Revenue Bonds. In addition,
the City issued Elderly Housing Revenue Bonds for the construction of dietary and maintenance facilities
and an addition of a 38-unit independent living facility at Methodist Manor Retirement Community. These
bonds are special limited obligations of the City, payable solely from and secured by a pledge of revenue
to be received by the university and the care facility. The bonds do not constitute a debt or pledge of the
faith and credit of the City, and accordingly, have not been reported in the accompanying financial
statements.

38



Notes to the Financial Statements

(13) Conduit Debt Obligations

A summary of conduit debt obligations is as follows:

Balance

Originally Date of Outstanding

Obligation Issued Issue June 30, 2008
Higher Education Facilities Revenue Bonds ............ $7,630,000 5-24-00 $ 5,105,000
Elderly Housing Revenue Bonds.............ccccvvveeeeeenn. 4,565,000 6-1-07 4,565,000
Elderly Housing Revenue Bonds.........ccccccceevveeeenen, 5,325,000 10-1-03 5,005,000
$ 14,675,000

(14) Prior Period Adjustment

Previous audited financial statements did not include certain asset additions because they had been
expensed in prior years. Additionally, some construction in progress was incorrectly reported as
infrastructure assets. The following is a summary of the affects of this change.

Wastewater Fund

Fund balance at June 30, 2007, as previously reported............cccuuereermemmmenenennnnnnnns $ 5,650,903
Prior year asset additiONS ............uuuuueiuiiiiiiiiiiiiiiiii e 69,880
Fund Balance at June 30, 2007, @S RESTAtEA .....c.uovvniieiiiiiiieeieee e $ 5,720,783

Business-Type Activities

Capital Assets

Infrastructure, water and sewer network, as previously reported - June 30, 2007 .. $ 19,848,091
[ (o g Y/=T= T = To [ 11110} o 69,880
Prior year - CONStrUCHION iIN PrOQIESS....uuuuuiuuriiriiiirriiniiieriennranniennennnrennern—————————— (368,119)
As Restated - JUNE 30, 2007 ....uuuuuuuiiiriiiiiiiiiiiriiieiie e ——————————————————————————— $ 19,549,852
Construction in Progress
Construction in progress, as previously reported - June 30, 2007 ........ccccceeeeerinnnes $ 21,563,487
Prior year - CONSIrUCHION IN PrOQIESS. .. .uuuuuuueiuuuiiuuiinniiieeieiiennnennneenneenneennenennennnnnnnnnnes 368,119
$ 21,931,606
Net Assets
Net assets at June 30, 2007, as previously reported ...........ccccieiiiieeiveveiiiien e, $ 34,518,266
(g ToT o= T oo = To [0 1S 10 0= ) A 69,880
Net Assets at June 30, 2007, as ReStated ...........uuvvvvvveiiiiiiiiiiiiiiiiiiiieiienans $ 34,588,146
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Schedule of Budgetary Comparison of Receipts, Disbursements and
Changes in Balances - Budget and Actual (Cash Basis) - All
Governmental Funds and Proprietary Funds

Year Ended June 30, 2008

Less
Fund Not
Governmental Proprietary Required to Budgeted Amounts
Funds - Actual Funds - Actual be Budgeted Net Original Final Final to Net

Receipts
PrOPEItY TAXES ..oovvieeiiiiieeiiie et $ 2,807,035 $ — $ — $ 2,807,035 $ 2,734,336 $ 2,734,336 $ 72,699
Tax increment financing collections............cccccccoevveeeneee. 132,066 — — 132,066 129,584 129,584 2,482
Other City taXES.....ccuveeiiiiiiiiiiiieie e 1,171,054 — — 1,171,054 1,267,525 1,267,525 (96,471)
Licenses and PermitS............uuueeeuerrmmriennimieiienns 250,965 — — 250,965 167,950 240,000 10,965
Use of money and property ......cccooeeeeeeeieeee e, 354,461 247,055 45,855 555,661 374,110 374,110 181,551
IntergovernmMental.........ccccceeveeiiiiiiiieee e 1,801,329 1,357,603 — 3,158,932 2,600,378 3,100,000 58,932
Charges for Services.........cccoeeeeiiiici 1,903,864 7,472,087 653,546 8,722,405 9,756,134 9,756,134 (1,033,729)
MISCEIlANEOUS.........oviiiiiiiiee et 460,562 498,644 638 958,568 463,572 1,273,572 (315,004)

Total RECEIPTLS vt 8,881,336 9,575,389 700,039 17,756,686 17,493,589 18,875,261 (1,118,575)
Disbursements
PUbIlic safety .......oooiiiiiieeee e 2,509,980 — 310,137 2,199,843 2,138,822 2,293,822 93,979
PUDBIIC WOTKS .ot 1,144,974 — 130,128 1,014,846 957,365 1,087,365 72,519
Health and social SErVICES.........ovveeiieiiieiee e 14,221 — — 14,221 15,700 15,700 1,479
Culture and reCreation .........cooeeeveeiveieiiiieeie e 1,494,485 — 74,462 1,420,023 1,304,163 1,544,163 124,140
Community and economic development ....................... 340,073 — 1,446 338,627 382,531 382,531 43,904
General governNMENt.........ccevieeeiiieeiicee e e e e 346,441 — 21,688 324,753 302,759 322,759 (1,994)
DEDL SEIVICE. ..ot 1,301,125 — 7,229 1,293,896 1,287,740 1,288,090 (5,806)
Capital ProjecCtS.......ccovveiieiiieee 3,346,065 — 177,841 3,168,224 4,251,587 4,251,587 1,083,363
Business-type actiVitieS .........ccccuvvviviiieeeeiiiiiiiiiieeee e — 11,601,414 — 11,601,414 10,294,751 11,804,751 203,337

Total Disbursements ... 10,497,364 11,601,414 722,931 21,375,847 20,935,418 22,990,768 1,614,921
Receipts Over (Under) Disbursements...........ccccvveeee. (1,616,028) (2,026,025) (22,892) (3,619,161) (3,441,829) (4,115,507) 496,346
Other Financing Sources, Net........cccccceveeiiiiiiiiineeneen. 470,144 (309,054) — 161,090 725,000 — 161,090
Receipts and Other Financing Sources Over

(Under) Disbursements and Other Financing Uses (1,145,884) (2,335,079) (22,892) (3,458,071) (2,716,829) (4,115,507) 657,436
Balances - Beginning of Year........cccccccvvviiiiiiiieieneennnns 5,478,677 8,110,423 897,982 12,691,118 11,685,400 11,685,400 1,005,718
Balances - End of Year.....ccccoooeiiiieiiiiiiiiii e, $ 4,332,793 $ 5775344 $ 875,090 $ 9,233,047 $ 8,968,571 $ 7,569,893 1 154

The budgetary comparison is presented as required supplementary information in accordance with Governmental Accounting Standards Board Statement No. 41 for governments with significant budgetary perspective differences
resulting from not being able to present budgetary comparisons for the general fund and each major special revenue fund.

In accordance with the Code of lowa, the City Council annually adopts a budget on the cash basis following required public notice and hearing for all funds except for agency funds. The annual budget may be amended during the
year utilizing similar statutorily prescribed procedures. Encumbrances are not recognized on the cash basis budget and appropriations lapse at year end.

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 activities and nonprogram. Function disbursements required to be budgeted include disbursements for the
general fund, special revenue funds, debt service fund, capital projects fund, permanent fund and enterprise funds. Although the budget document presents function disbursements by fund, the legal level of control is at the
aggregated function level, not by fund. During the year, one budget amendment increased budgeted disbursements by $2,055,350 and budgeted receipts by $1,381,672. The budget amendments are reflected in the final budgeted
amounts.

During the year ended June 30, 2008, disbursements exceeded the amounts budgeted in the general government and debt service functions.
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Schedule of Budgetary Comparison - Budget to GAAP Reconciliation

Year Ended June 30, 2008

Governmental Fund Types

Accrual
Cash Basis Adjustments GAAP Basis
REVENUE ....ooeeeiiiiiee e $ 8,881,336 $ (1,437,399) $ 7,443,937
EXpenditures..........cccvvveeeeeee e 10,497,364 (1,183,323) 9,314,041
NET et (1,616,028) (254,076) (1,870,104)
Other financing sources (USES).................. 470,144 (83,140) 387,004
Beginning fund balances ............ccccccccue... 5,478,677 821,495 6,300,172
Ending Fund Balances..........cccccccceeunnnnes $ 4,332,793 $ 484,279 $ 4817,072

Proprietary Fund Types

Accrual
Cash Basis Adjustments GAAP Basis
REVENUE ... $ 9,575,389 $ (137,628) $ 9,437,761
Expenditures..........cccovvveiieiieiiiieeeen 11,601,414 (1,594,521) 10,006,893
NET e (2,026,025) 1,456,893 (569,132)
Other financing sources (US€eS).................. (309,054) 84,153 (224,901)

Beginning fund balances (restated -

NOtE 14) . 8,110,423 27,355,615 35,466,038
Ending Fund Balances...........cccccccceune... $ 5775344 $ 28,896,661 $ 34,672,005
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Combining Balance Sheet Schedule - Nonmajor Governmental Funds

At June 30, 2008

Assets

Cash and cash equivalents ..............ccccvvviveeeeennnnnns
INVESIMENTS ...

Receivables
Property Taxes

Current year delinquent............ccccvvveeeeeenniinns
Succeeding year ........cccceeieeii e

Tax Increment Financing

Current year delinquent............ccccvvveeeeeeniinnns
Succeeding Year .......cccvvvviiiiiiii e
AcCrued INereSt ........oovvvieeieiee e
Due from other governments..........ccccccoevvvvinnnnnnn.
Prepaid itemsS.........cccieiiiiiireeece e

TOtaAl ASSEES coniiiiiii i

Liabilities and Fund Balances
Liabilities

Accounts payable ...
Salaries and benefits payable ...............................

Deferred Revenue

Succeeding year property taxes........ccccceeeeeeeennn.
Succeeding year tax increment financing ..........
Total Liabilities ...........eevveeviiiiiiiiiiiiiiiennes

Fund Balances

Reserved for inventories and prepaids...................

Unreserved

Special revenue funds..........ccccoceiiiiiinnnes
Permanent fund.........coooeiiiiii e
Total Fund Balances ......cooccovvevveivieiiiinennn,

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

Special Revenue Perm-

Expend- anent

Emer- Tax Crime Library able Gift Law Emma

Special Tort gency Increment Pre- Senior Special Special Enforce- Myers
Levy Insurance Levy Financing vention Center Revenue Dredging Revenue ment Trust Total
......................... $ 131822 $ 4038 $ — $ 10,749 $ 10,534 $ 650 $ 69,709 $ 09,842 $ 6,802 $ 71 $ 2,653 246,870
......................... — 390,133 — 42,843 15,929 — 51,228 — — 2,583 — 502,716
......................... — 725 592 — — — — — — — — 1,317
......................... 632,513 66,676 59,696 — — — — — — — — 758,885
......................... 7,745 — — 625 — — — — — — — 8,370
......................... — — — 284,253 — — — — — — — 284,253
......................... — 1,330 — — 86 — 324 — — 27 — 1,767
......................... — — — — — — — — 10,344 — — 10,344
......................... 75,850 60,701 — — — — — 6,531 — — — 143,082
......................... $ 847930 $ 523603 $ 60,288 $ 338470 $ 26,549 $ 650 $ 121,261 $ 16,373 $ 17,146 $ 2,681 $ 2653 $ 1957604
......................... $ 4221 $ 4038 $ — $ — 8 4 $ — $ 2667 $ 249 $ 11,404 $ — $ 35 22,658
......................... 6,432 — — — — — — 5,962 — — — 12,394
......................... 632,513 66,676 59,696 — — — — — — — — 758,885
......................... — — — 284,253 — — — — — — — 284,253
......................... 643,166 70,714 59,696 284,253 44 — 2,667 6,211 11,404 — 35 1,078,190
......................... 75,850 60,701 — — — — — 6,531 — — — 143,082
......................... 128,914 392,188 592 54,217 26,505 650 118,594 3,631 5,742 2,681 — 733,714
......................... — — — — — — — — — — 2,618 2,618
......................... 204,764 452,889 592 54,217 26,505 650 118,594 10,162 5,742 2,681 2,618 879,414
......................... $ 847,930 $ 523,603 $ 60,288 $ 338470 $ 26,549 $ 650 $ 121,261 $ 16,373 $ 17,146 $ 2,681 $ 2653 $ 1957604
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Combining Schedule of Revenue, Expenditures and Changes in Fund

Balances - Nonmajor Governmental Funds

Year Ended June 30, 2008

Special Revenue Perm-
Expend- anent
Emer- Tax Crime Library able Gift Law Emma
Special Tort gency Increment Pre- Senior Special Special Enforce- Myers
Levy Insurance Levy Financing  vention Center Revenue Dredging Revenue ment Trust Total
Revenue
o 0= ¢ VR - O O $ 735589 $ 68,133 $ 55,122 $ — 3 — $ — 3 — % — $ — $ — $ — $ 858,844
Tax increment financing collections...........cccccvvvvvveviveiiveiieeeiieieeee, — — — 129,377 — — — — — — — 129,377
(@1 1= o Y - PSSP 19,036 1,877 1,426 — — — — — — — — 22,339
Use of mMoney and Property .............eeeeeeerueiemnimmniniiinnnennnnnnnnn.. — 4,704 — — 1,200 650 7,944 — — 563 — 15,061
INLErgOVEINMENTAL.......uuiieiiiiiiiiiiiiiiiii e nnennnenne — — — — — — 4,988 149,009 16,254 — — 170,251
MiISCEIIANEOUS......ueiiiiiiiiiiiiii e 29,954 4,257 — 1,747 — 17,249 — 1,060 1,098 — 55,365
Total REVENUE.....cooiiiii e 784,579 78,971 56,548 129,377 2,947 650 30,181 149,009 17,314 1,661 — 1,251,237
Expenditures
PUBIIC SAELY ..o 306,891 — — — 3,713 — — — — 12,030 — 322,634
PUDIIC WOTKS ..ot e e e e e 102,007 — — — — — — — — — — 102,007
Culture and reCreation .............oeuviiiiiiiieeee e 107,787 — — — — — 11,411 — — — 35 119,233
Community and economic development ...........ceeeveeeeeniiiiiiieeeeeeenn. — — — — — — — 139,754 23,224 — — 162,978
General gOVEIMMENT.......uuii i e e e e e e e e e eeneens 36,420 101,962 — — — — — — — — — 138,382
Total EXPeNditUreS ...ccoeeiiiiiiiiiiieeee e 553,105 101,962 — — 3,713 — 11,411 139,754 23,224 12,030 35 845,234
Revenue Over (Under) EXpenditures.......ccccccveeeeeiiiiiiiiieneeeeeeeenns 231,474 (22,991) 56,548 129,377 (766) 650 18,770 9,255 (5,910) (10,369) (35) 406,003
Other Financing Sources (Uses)
LI 01 (=T 6T L P — — — — — — — — 4,000 — — 4,000
TrANSTEIS QUL ... (196,917) — (56.,607) (96,479) — — — — — — — (350,003)
Total Other Financing Sources (US€S)...cccovvvevvvrevvrviinnnennn. (196,917) — (56,607) (96,479) — — — — 4,000 — — (346,003)
Revenue and Other Financing Sources Over (Under)
Expenditures and Other Financing USeS.........cccccvceiiniieeeenenns 34,557 (22,991) (59) 32,898 (766) 650 18,770 9,255 (1,910) (10,369) (35) 60,000
Fund Balance - Beginning of Year..........cccccuvivviiieiiiiiiiiiiiiiecee e 170,207 475,880 651 21,319 27,271 — 99,824 907 7,652 13,050 2,653 819,414
Fund Balance - ENd Of Y@@ .....uuuueeeeceeeeee e $ 204,764 $ 452,889 $ 592 $ 54217 $ 26505 $ 650 $ 118594 $ 10,162 $ 5,742 $ 2,681 $ 2618 $ 879,414

43



Combining Schedule of Net Assets - Nonmajor Proprietary FuNds ——
At June 30, 2008

Enterprise Funds

Storm
Sanitation Water Total
Assets
Cash and cash equivalents ............cccccceeevnee.. $ 81,887 $ 486,397 $ 568,284
INVESIMENTS ...ceiieiiiie e 169,184 — 169,184
Receivables
Customer accounts and unbilled usage........ 39,730 32,257 71,987
ACCIUEA INTEIEST ....vveieeeeeee e 854 2,024 2,878
INVENIOIIES .ot — 1,145 1,145
Prepaid eXPenSesS..........cvveeeiiiiiiiiiieieeee e 101 1,193 1,294
Total Current ASSEtS.....cccoevvevvvveiieeeinnnnn. 291,756 523,016 814,772
Restricted Assets
INVESIMENES ..cvviiei e, — 30,000 30,000
Noncurrent Assets
Loan fees, net of accumulated amortization.... — 10,350 10,350
Capital aSSetS.......cccevviiiiiiiiiiiii e 231 1,045,986 1,046,217
Total Noncurrent Assets ......cccoeeeeeeenen... 231 1,056,336 1,056,567
TOtal ASSELS . $ 291,987 $ 1,609,352 $ 1,901,339
Liabilities and Net Assets
Liabilities
Accounts payable ............cccccoeeiiiii e, $ 84 $ 874 $ 958
Salaries and benefits payable ........................ 1,582 2,360 3,942
Accrued interest payable............ccccccviiiiininnn, — 1,750 1,750
Compensated absences..........ccccvvvveeiieeeeenennns 1,283 57 1,340
Payable from Restricted Assets
Revenue bonds payable .............ccccvviieeeenn. — 30,000 30,000
Total Current Liabilities ...........coeevvvnveinnnnns 2,949 35,041 37,990
Long-Term Liabilities
Revenue notes payable ...................ooeee. — 667,000 667,000
Compensated absences...........cccccceeeeninnnes 2,006 88 2,094
Total Long-Term Liabilities...................... 2,006 667,088 669,094
Total Liabilities ........ccvveeeieieiiieieeeee, 4,955 702,129 707,084
Net Assets
Restricted for revenue note repayment........... — 30,000 30,000
Reserved for inventory and prepaids............... 101 2,338 2,439
Unrestricted, designated for storm sewer
IMProOVEMENtS ...cooovvveiiiiieiieeeieeeeeeeeeeeeeeeeeee — 435,185 435,185
Undesignated ............evvvvvviiiniiinniiiniiiniinnennnn. 286,931 439,700 726,631
Total Net ASSEetS.....coevvviiviiieiieeeeeeiien, 287,032 907,223 1,194,255
Total Liabilities and Net ASSets ......cccce....... $ 291,987 $ 1,609,352 $ 1,901,339
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Combining Schedule of Revenue, Expenses and Changes in Net Assets -

Nonmajor Proprietary Funds

Year Ended June 30, 2008

Operating Revenue

Charges for services..........cccccvvviiiiieiieeneeennen.

Miscellan@ous.............uuveviiiiiiiiiiiiiiiiiiiiiiiiiies
Total Operating Revenue..............ccceee.

Operating Expenses
Business-Type Activities
Cost of sales and Services........ccccccuvvvenennnns
Depreciation and amortization .....................
Miscellaneous ...........cccoeei
Total Operating Expenses ............ceeeeeee

Operating Income (LOSS) ..ooevvvvviviiieiiieiieeee.

Nonoperating Income (Expenses)

INterest iNCOME .........uvuueiiiiiiiiiiiee

INterest eXPEeNSE ......covvvveiei e
Total Nonoperating Income (Expenses)

Income Before Contributions and Transfers

TranSfersS OUL ....covn e

Change in Net ASSetS....cccoevevviviiiiiiiiiieeeeeeenn,
Net Assets - Beginning of Year ..........cccccoeuee

Net Assets -End of Year......coovovveveinnvennnenn,

Enterprise Funds

Sanitation

$ 379,748
403
380,151

401,301
231

401,532

(21,381)

11,268
11,268
(10,113)

(30,000)

(40,113)
327,145

Storm

Water Total

$ 215,832 $ 595,580
1,577 1,980
217,409 597,560
86,962 488,263
55,999 56,230
1,810 1,810
144,771 546,303
72,638 51,257
35,813 47,081
(17,014) (17,014)
18,799 30,067
91,437 81,324
(169,227) (199,227)
(77,790) (117,903)
985,013 1,312,158

$ 907,223 $ 1,194,255
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Combining Schedule of Cash Flows - Nonmajor Proprietary Funds =

Year Ended June 30, 2008

Cash Flows From Operating Activities
Receipts from CUSIOMENIS..........uuuurueiieiiiiiiiiiiiiieiiieiiinininneinnnes
Cash paid for personal SErviCes .........c.cccevveevvveiiiieeeeeeeeniennnn,
Cash paid to suppliers........ccccoeeiiii e,
Net Cash Provided by (Used in) Operating
ACHIVITIES .o

Cash Flows From Noncapital Financing Activities
Advances to other fundsS..............ueeeiiiiiiiiiiiiiiiieeees

Cash Flows From Capital and Related Financing
Activities
Repayment of revenue bonds.........ccccoooveiiiiiiiiiiienens
INtEreSt PAYMENTS ...ccovviiiiieiiii e
Net Cash Used in Capital and Related
Financing ACtiVItieS ...

Cash Flows From Investing Activities

(Purchase) redemption of investments..............ccccoe oo,

Interest oN INVESIMENLS ........oociiiiiiieiee e
Net Cash Provided by Investing Activities...........

Net Decrease in Cash and Cash Equivalents ..................
Cash and Cash Equivalents at Beginning of Year................

Cash and Cash Equivalents at End of Year ....................

Reconciliation of Operating Income (Loss) to Net
Cash Provided by (Used in) Operating Activities
Operating income (10SS) .......cccevviuiiiiieeeirieiie e,
Adjustments to Reconcile Income (Loss) From
Operations to Net Cash Provided by (Used in)
Operating Activities
Depreciation...........ccccevvviiiiiiiie e
AMOrtization...........coe e,
Increase in accounts receivable and unbilled usage ...
Increase in INVeNtories..........cccoevveiiiii
(Increase) decrease in prepaid eXpenses..........c.........
Decrease in accounts payable.............ccccccvviivniinnnnnn.
Increase in salaries and benefits payable...................
Decrease in compensated absences...........................

Net Cash Provided by (Used in) Operating Activities .....

Enterprise Funds

Storm
Sanitation Water Total
$ 371,248 $ 201,918 $ 573,166
(44,205) (34,567) (78,772)
(357,440) (121,364) (478,804)
(30,397) 45,987 15,590
— (199,227) (199,227)
(30,000) (1,210) (31,210)
— (17,056) (17,056)
(30,000) (18,266) (48,266)
22,997 (30,000) (7,003)
14,299 33,789 48,088
37,296 3,789 41,085
(23,101) (167,717) (190,818)
104,988 654,114 759,102
$ 81887 $ 486,397 $ 568,284
$ (21,381) $ 72638 $ 51,257
231 55,374 55,605
— 625 625
(8,903) (15,491) (24,394)
— (845) (845)
(12) 36 24
(546) (64,262) (64,808)
612 368 980
(398) (2,456) (2,854)
$ (30397) $ 45987 $ 15,500
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Schedule of Changes in Assets and Liabilities - Agency FuN(d =——

Year Ended June 30, 2008

Lake Improvement Commission

Balance Balance
July 1, 2007 Additions Deletions June 30, 2008
Assets
Cash and cash equivalents ........ $ 1,211,688 $ 1,408,336 $ 876,589 $ 1,743,435
Interest receivable .............co....... — 5,638 — 5,638
Due from other governments...... 11,772 — 11,772 —
Prepaid expenses..........cccceeeeees 10,575 12,441 10,575 12,441
Total ASSetS ..oovveeveeeeeeeeeeeeeeeenn. $ 1,234,035 $ 1,426,415 $ 898,936 $ 1,761,514
Liabilities
Accounts payable.............cceee... $ 25,974 $ 129,636 $ 25,974 $ 129,636
Due to other governments.......... 1,208,061 1,296,779 872,962 1,631,878
Total Liabilities ..........ccceeeeuuenee. $ 1,234,035 $ 1,426,415 $ 898,936 $ 1,761,514
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Schedule of Revenue by Source and Expenditures by Function -
All Governmental Funds

Years Ended June 30, 2005 Through 2008

Receipts

Property tax ......ccccoeeeeiiiievieennnnnn,

Tax increment financing

collections .........cccoeeveeeeeee.
Other city tax ........cceevvvveeeenn.
Licenses and permits............
Use of money and property ..
Intergovernmental.................
Charges for services.............
Special assessments............
Miscellaneous.............ccccc.....

Total ReceiptS.....ccccceevinnee

Disbursements
Operating

Public safety........c...cccec.
Public works........c.cccueevenn..

Health and social services

Culture and recreation ......

Community and economic

development..................
General government..........
Debt service..........cccuvveeeeeenn.
Capital projects.....................

Total Disbursements..........

2008 2007 2006 2005

$ 2,799,837 $ 2,669,623 $ 2,625,565 $ 2,369,578
129,377 83,873 84,850 36,460
1,209,525 1,352,178 1,132,590 1,076,883
256,198 182,624 109,485 100,288
383,606 759,810 693,381 298,777
1,070,861 2,563,765 1,535,489 2,059,008
1,150,540 487,579 430,791 472,177
— — — 1,343

443,993 628,511 866,338 563,315
7,44 7 727 $ 7,478,489 77,82

$ 1,996,699 $ 1,731,813 $ 1,747,843 $ 1,741,482
1,007,552 871,683 921,209 947,440
14,221 12,850 10,700 9,034
1,494,431 715,125 837,193 829,871
348,970 351,232 336,781 365,144
338,702 287,970 273,172 278,934
1,293,896 1,207,354 570,555 361,282
2,819,570 7,596,287 3,807,559 2,150,456

$ 9314041 $ 12,774,314 $ 8,505,012 $ 6,683,643
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HOGAN - HANSEN

A Professional Corporation

Certified Public Accountants and Consultants

Independent Auditor’s Report on Internal Control Over Financial Reporting and
on Compliance and Other Matters

To the Honorable Mayor and
Members of the City Council
City of Storm Lake, lowa

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund and the aggregate remaining fund information of the City of Storm Lake, lowa,
as of and for the year ended June 30, 2008, which collectively comprise the City's basic financial
statements, and have issued our report thereon dated December 16, 2008. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Storm Lake, lowa’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements but not for the purpose of expressing our opinion on the
effectiveness of the City of Storm Lake, lowa’s internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of the City of Storm Lake, lowa's internal control over
financial reporting.

Our consideration of the internal control over financial reporting was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in the internal control that
might be significant deficiencies or material weaknesses. However, as discussed below, we identified
certain deficiencies in internal control over financial reporting that are considered to be material
weaknesses.

A control deficiency exists when the design or operation of the control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the City of Storm Lake, lowa’'s ability to initiate, authorize, record,
process or report financial data reliably in accordance with accounting principles generally accepted in the
United States of America such that there is more than a remote likelihood a misstatement of the City of
Storm Lake, lowa's financial statements that is more than inconsequential will not be prevented or
detected by the City of Storm Lake, lowa's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood a material misstatement of the financial statements will not be prevented or
detected by the City of Storm Lake, lowa's internal control.

200 North Adams, P.O. Box 1318, Mason City, IA 50402-1318 « (641) 423-0574 « FAX (641) 423-4163
Member of American Institute of CPAs - lowa Society of CPAs
Cedar Falls « Cedar Rapids « Mason City » Waterloo
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To the Honorable Mayor and
Members of the City Council

Page 2

The current year deficiencies are as follows:

08-C-1 Bank Reconciliations

08-I1C-2

08-I1C-3

Finding - During our audit, we found that bank reconciliations were not being properly
reconciled with the cash and investments reported in the general ledger. Additionally,
outstanding items from the King’'s Pointe accounts were not properly reflected on the
reconciliations.

Auditor’'s Recommendation - We recommend that the bank reconciliations include all
outstanding items and reconcile both cash and investments to the general ledger. Further, the
reconciliations should be reviewed by a member of management to ensure they are being
properly completed.

City’s Response - Management was aware of this issue and was working to resolve this. We
will properly reconcile with both the cash and the investments in the general ledger, including
all outstanding items.

Conclusion - Response accepted.
Journal Entries

Finding - During our audit, we found that journal entries are not being reviewed by a member
of management and proper support for the entries was not always filed with the journal entry.

Auditor’'s Recommendation - We recommend that all journal entries be reviewed by
management. This should include reviewing the supporting documentation for the journal
entry. Proper support filed with the journal entry documentation will improve the review process
and will improve the City’s internal controls.

City’'s Response - Management will implement a review process of all journal entries.

Conclusion - Response accepted.
Recording of Interest Revenue

Finding - During our audit, we found that interest revenue was not always properly recorded in
the general ledger.

Auditor’'s Recommendation - We recommend that written procedures for the recording of
interest income be reviewed and improved. This will provide clarification of the recording
process and will improve the City’s internal controls.

City’'s Response - Management will clarify procedures to ensure proper recording of interest
income.

Conclusion - Response accepted.
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To the Honorable Mayor and
Members of the City Council
Page 3

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Storm Lake, lowa's financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards. However, we noted
certain immaterial instances of noncompliance or other matters that are described below.

Comments involving statutory and other legal matters about the City’s operations for the year ended
June 30, 2008 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.

The City of Storm Lake, lowa's responses to findings identified in our audit are described below. While
we have expressed our conclusions on the City's responses, we did not audit the City of Storm Lake,
lowa’s responses and, accordingly, we express no opinion on them.

08-C-1 Certified Budget

Finding - Disbursements during the year ended June 30, 2008 exceeded the amount budgeted
in the general government and debt service functions. Chapter 384.20 of the Code of lowa
states, in part, “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 - The budget will be amended in the future, if applicable.

Auditor’s Conclusion - Response accepted.

08-C-2 Questionable Disbursements - We noted no disbursements for parties, banquets or other
entertainment for employees that we believe may constitute an unlawful expenditure from
public funds as defined in an Attorney General’s opinion dated April 25, 1979.

08-C-3 Travel Expense - No expenditures of City money for travel expenses of spouses of City
officials or employees were noted. No travel advances to City officials or employees were
noted.

08-C-4 Business Transactions - No business transactions were noted between the City and City
officials or employees.

08-C-5 Bond Coverage - Surety bond coverage of City officials and employees is in accordance with

statutory provisions. The amount of coverage should be reviewed annually to ensure that the
coverage is adequate for current operations.
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To the Honorable Mayor and
Members of the City Council
Page 4

08-C-6 Council Minutes - No transactions were found that we believe should have been approved in
the Council minutes but were not.

08-C-7 Deposits and Investments - No instances of noncompliance with deposit and investment
provisions of Chapter 12B and 12C of the Code of lowa and the City's investment policy were
noted.

08-C-8 Revenue Note - The City has complied with the revenue capital loan note provisions.

This report, a public record by law, is intended solely for the information and the use of the officials,

employees and citizens of the City of Storm Lake, lowa, and other parties to whom the City of Storm

Lake, lowa, may report including federal awarding agencies and pass-through entities. This report is not
intended to be and should not be used by anyone other than these specified parties.

Hocui - fansen

HOGAN - HANSEN

Mason City, lowa
December 16, 2008
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