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INDEPENDENT AUDITORS’ REPORT

The Honorable Mayor and Members of the City Council
City of Spencer, 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 Spencer, lowa,
(the City} as of and for the year ended June 30, 2009, which collectively compromise the City’s basic
financial statements as listed in the table of contents. These financial statements are the responsibility of
the City’'s management. Our responsibility is to express an opinion on these basic financial statements

based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards and provisions require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free from material
misstatements. 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 opinion.

As described in Note 1, these financial statemenis were prepared on the basis of cash receipts and
disbursements, which is a comprehensive basis of accounting other than US generally accepted

accounting principles.

The financial statements referred to above include only the primary government of the City of Spencer,
lowa, which consists of all funds, organizations, institutions, agencies, departments, and offices that
comprise the City's legal entity. The financial statements do not include financial data of the City’s legally
separate component unit, Spencer Municipal Hospital, which accounting principles generally accepted in
the United States of America require to be reported with the financial data of the City’s primary
government. As a result, the primary government financial statements do not purport to, and do not,
present fairly the cash basis financial position of the reporting entity of the City of Spencer, lowa, as of
June 30, 2009, and the changes in its cash basis financial position for the year then ended in conformity
with the basis of accounting described in Note 1. in accordance with accounting principles generally
accepted in the United States of America, the City of Spencer, lowa has issued separate reporting entity
financial statements for which we have issued our report dated December 2, 2009,

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective cash basis financial position of the governmental activities, the business-type activities, each
major fund, and the -aggregate remaining fund information for the primary government of the City of
Spencer, lowa as of June 30, 2009, and the respactive changes in cash basis financial posmon for the
year then ended, in conformity with the basis of accounting described in Note 1.

203 North Grand Avenue P.O. Box 208 Spencer, lowa 51301-0903
712-262-1500 FAX 712-262-2920
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In accordance with Government Auditing Standards, we have also issued our report dated December 2,
2009 on our consideration of the City of Spencer, 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 resulis of that testing, and not to provide an opinion on the
internal controf over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards, and should be read in conjunction with
this report in considering the results of our audit.

The management’s discussion and analysis and budgetary comparison information are not a required
part of the basic financial statements but are supplementary information required by the Government

Accounting Standards Board. We have applied cerain limifed procedures, which torsisted principallyof~— — =

inquiries of management regarding methods of measurement and presentation of the. required
supplementary information. However, we did not audit the information and express no opinion on it.

The accompanying Other Supplementary Information 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 the audit of the basic financial statements and, in our opinion, are fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole.

Qur audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the City's basic financial statemenis. The accompanying Other Information is
presented for purposes of additional analysis and is not a required part of the financial statements of the
City of Spencer, lowa. Such information has not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we express no opinion on it.

W&%vaéﬂyﬂ;&{,?{,

Certified Public Accountants

Spencer, lowa
December 2, 2009



Management Discussion and Analysis
June 30, 2009

This discussion and analysis of the City of Spencer’s financial performance provides an overview of the
City’s financial activities for the fiscal year ending June 30, 2009. We encourage the readers to consider
the information in conjunction with the City’'s financial statements, which follow.

Financial Highlights:

» The City’s total cash basis net assets increased $3,266,195 from June 30, 2008 to June 30,
2009 Of this amount, the assets of the governmental activities increased $673,612 and the
assets of the business type activities increased $2,592,583.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of a series of financial statements and cther 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 Statement consists of a Statement of Activities and Net Assets. This
statement provides information about the activities of the City as a whole and presents an overall view of
the City’s finances.

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

Notes to the 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 governmental funds.
Other Information provides selected fen year statistical information.

BASIS OF ACCOUNTING

The City maintains its financial records on the basis of cash receipts and disbursements and the financial
statements of the City are prepared on that basis. The cash basis of accounting does not give effect to
accounts receivable, accounts payable and accrued items. Accordingly, the financial statements do not
present financial position and results of operations of the funds in accordance with US. generally
accepted accounting principles. Therefore, when reviewing the financial information and discussion
within this annual report, readers should keep in mind the limitations resulting from the use of the cash

basis of accounting.



REPORTING THE CITY AS A WHOLE
The Statement of Net Assets and the Statement of Activities

One of the most important questions asked about the City’s finances is “Is the City of Spencer as a whole
better off or worse oOff as a result of the year's activities?” The Statement of Activities and Net Assets
reports information which helps answer this questicn.

The Statement of Activities and Net Asseis presents the City’s net assets. Over iime, 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 and Net Assets is divided into two kinds of activities:

> Governmental Activities include pubiic safety, public works, culture and recreation, community
and economic development, general government, debt service and capital projects. Property
taxes and state and federal grants finance most of these acfivities.

> Business Type Activities include the waste water treatment plant, solid waste, landfill, golf
course and airport. These activities are financed primarily by user charges.

REPORTING THE CITY’S MOST SIGNIFICANT FUNDS

Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds — not the City
as a whole. Some funds are required to be established by State law or by bond requirements. The City
Council also established funds to control and manage money for particular purposes (such as
construction projects) and to show that it is properly using certain receipts (such as Sales Tax Receipts).
The City has the following types of funds:

» Governmental Funds account for most the City's basic services. These focus on how money
flows into and out of those funds and the balances left at year-end that are available for spending.
The governmental funds include: 1) the General Fund, 2) the Special Revenue Funds, such as
Read Use Tax and Local Option Sales Tax, 3) the Debt Service Fund, 4) the Capital Projects
Funds and 5) the Permanent Fund. The govermmental fund financial statements provide a
detailed, short-term view of the City’s general government 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 statement for governmental funds is a statement of cash receipts,
disbursements and changes in cash balances.

> Proprietary Funds account for the City’s Enterprise Funds. Enterprise Funds are used to report
business type activities. The City maintains five Enterprise Funds to provide separate information
for the sanitary sewer, solid waste, landfill, goif course, and airport funds. The sanitary sewer,
solid waste, and fandfill funds are considered to be major funds of the City.

The required financial statement for proprietary funds is a statement of cash receipts,
disbursements and changes in cash balances.

THE CITY AS TRUSTEE



Reporting the City’s Fiduciary Responsibilities

Fiduciary Funds are used to account for resources held for the benefit of parties outside the City
government. The City is responsible for ensuring that the assets reported in these funds are used for
their intended purposes. All of the City's fiduciary activities are reported in a separate Schedule of
Changes in Fiduciary Assets and Liabilities — Agency Fund. We exclude these acfivities from the City’s
government-wide financial statements because the City cannot use these assets to finance its operations

The notes provide additional information that is essential to a full understanding of the data provided in
the government-wide and fund financial statements. The notes can be found behind the Statement of
Cash Receipts, Disbursernents and Changes in Cash Balances — Proprietary Funds.

THE CITY AS A WHOLE

As stated earlier, net assets may serve over time as a useful indicator of a government’s financial
position. The City’s cash balance for governmental activities increased from a year ago, increasing from
311,615,849 to $12,289,460 The analysis that follows focuses on the changes in cash basis net assets
of governmental aciivities.

Changes in Cash Basis Net Assets of Governmental Activities

Year ended Year ended
June 30, June 30,
2009 2008
Receipts & Net Transfers:
Program receipts:
Charges for service $ 755,519 $ 1,417,500
Operating grants and contributions 1,135,349 1,146,315
Capital grants and contributions 331,894 522,951
General receipts:
Property tax 5,107,138 4,880,617
In Lieu of Tax 615,300 357,494
Local Option Sales Tax 1,631,902 1,785,440
Interest 479,729 474 723
Miscelianeous 1,932,059 734,350
Bond Proceeds 2,335,130
Sale of Assets 50,261 15,447
Transfers (862,111) 358,723
Total receipts 13,512,170 11,693,560
Disbursements:
Public Safety 2,461,524 2,175,503
Public Works 1,459,165 1,523,922
Culture and Recreation 1,369,796 1,656,305
Community & Economic Development 2,776,842 1,578,325
General Government 1,465,448 1,409,325
Debt Service 1,485,111 1,413,780
Capital Projects 1,820,672 1,630,181
Total disbursements 12,838,558 11,387,341
Increase in cash basis net assets 673,612 306,219
Cash basis net assets beginning of year 11,615,848 11,309,630
Cash basis net assets end of year $ 12,289,460 $ 11,615,849
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Changes in Cash Basis Net Assets of Business Type Activities

Receipts & Net Transfers
Program receipts:
Charges for service:
Sanitary Sewer
Solid Waste
Landfill
Airport
Golf Course
General receipts:
Interest
Sale of Assefs
Miscellaneous
Transfers
Total receipts

Disbursements:
Sanitary Sewer
Solid Waste
Landiill
Airport
Golf Course
Total disbursements

Increase in cash basis net assets
Cash basis net assets beginning of year

Cash basis net assets end of year

Year ended Year ended

June 30, June 30,
2009 2008

$ 2,004,251 $1,739,539

1,466,970 1,493,350
1,133,034 1,109,774

217,900 -
387,037 -
227,406 175,547
- 97,787
63,276 79,758
862,111 (358,723)

6,361,985 4,337,032

1,012,080 1,040,140

1,534,120 1,731,698
688,665 713,963
140,968 -
393,569

3,769,402 3,485,801

2,592,583 851,231

4,627,981 3,776,750

$ 7,220,564 $4,627,981

The total business type activities cash balance increased from a year ago, increasing from $4,627,981 to

$7,220,564.




INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS

As the City of Spencer completed the year, its governmental funds reported a combined fund balance of
$12,289,460 an increase of $673,612 from last year’s total of $11,615,848. The following are the major
reasons for the changes in fund balances of the major funds from the prior year.

« The General Fund cash balance increased $697,868 from the prior year to $9,907,757. This was
due to an increase in loan and bond proceeds and miscellaneous revenues of $1,146,765 and an
increase in general operating of $1,107,324, The City intends to use these cash reserve receipts
to fund future capital projects.

s The Local Option Sales Tax Fund increased $104,255 from the prior year to $638,794. This
increase was attributable to local option sales tax received exceesding disbursements.

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

« The Sanitary Sewer cash balance increased $513,4809 to $2,649,326, due primarily tc an
increase in reserve funds for future capital needs.

s The Solid Waste cash balance decreased $37,420 to $877,955, due primarily to dishursements
exceeding receipts. A rate adjustment will be made in fiscal year 2009 and further rate increases
are scheduled for July 2010 and July 2011,

s The Landfill cash balance increased $1,855,794 to $3,432,563, due primarily ic an increase in
reserve funds for current cell expansion, future capital needs and required closure/post closure
funds.

GENERAL FUND BUDGETARY HIGHLIGHTS

Over the course of the year, the City amended its budget once. The amendment was done May 18,
2009. The amendment was needed to cover unplanned disbursements, including disbursements
associated with projects carried over from the prior fiscal year.

The City’s receipts were $1,257,569 less than budgeted receipts, a variance of 6.7%. The most
significant variance resulted from over estimating miscellaneous income.

The disbursements were $1,607,262 less than budgeted because a capital purchase was not completed
hefore year end.

Even with this one amendment, the City exceeded the budgeted amount in the Debt Service Program for
the year ended June 30, 2009 by $14,091.

DEBT ADMINISTRATION

At year-end the City had $11,035,675 of debt outstanding. This is an increase of $1,050,675 from the
prior year.

Debt administration is quite conservative, with almost 90% of all City debt repaid within the next 10 years.
This rapid repayment, when combined with the use of TIF and Local Option Sales Tax Revenue, has
allowed the City to maintain our 1A rating. This rating is good and reflects well on our community.

The City continues fo operate well under State debt capacity limitations. The State limits the amount of
General Obligation Debt outstanding to 5% of the assessed value of all taxabie property in the
community. Thus, our debt capacity is $31,388,798. With outstanding General Obligation Debt



applicable to this limit of $8,945,000, we are utilizing 29% of this limit. More detailed information on debt
administration is provided in Note 3 of the financial statements.

ECONOMIC FACTORS

Spencer continued to have stable construction growth during this fiscal year. Building permits in fiscal
year 2008 totaled $12,801,451. This amount shows an increase over the prior year, going against the
trend throughout the country. There were 5 new commercial units constructed, as well as 13 new
dwellings units. While individual residential properties may have declined slightly, the overall residential

values stayed stable.

The community remains proactive in seeking opportunities to grow and expand. A joint project between
Spencer Municipal Utilities and the City to purchase and develop approximately 222 acres for industriaf
development is progressing as scheduled, including a new spec building. This project shows the
community commitment to move forward, even in tough economic times.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT
This financial report is designed to provide our citizens, taxpayers, customers and investors and creditors
with a general overview of the City's finances and to demonstrate the City's accountability for the money it

receives. If you have guestions about this report or need additional financial information, contact the
office of the City Clerk at 712-580-7200.
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CITY OF SPENCER, [OWA

STATEMENT OF ACTIVITIES AND NET ASSETS - CASH BASIS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2009

Functions/Programs

Primary Government:
Governmental Activities:
Public Safety
Public Works
Culture and Recreation
Community and Economic Development
General Government
Debt Service
Capital Projects
Total Governmental Activities

Business-Type Activities:
Sanitary Sewer
Solid Waste
Landfill
Airport
Gaolf Course
Total Business-Type Activities

Total Primary Government

Dishursements

Program Receipts

Operating
Charges for Grants and
Services Contributions

Capital
Grants and
Contributions

5 2,461,524 $ 144,745 $ 147 450 $ 5,850
1,459,165 51,521 938,969 .
1,368,796 178,058 33,165 -
2,776,842 217,356 - 6,000
1,465,448 144,153 15,765 -
1,485,111 - - -
1,820,672 19,686 - 320,244
12,838,558 755,519 1,135,349 331,894
1,012,080 2,004,251
1,534,120 1,466,970
688,665 1,133,034

140,968 217,800

393,569 387,037

3,769,402 5,209,192 - -
$ 16,807,960 3 5,084,711 $ 1,135,349 $ 331,894
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General Receipts:

Property and Other City Tax Levied for:

General Purposes
Debt Service
Tax Increment Financing
In Lieu of Tax
Local Option Sales Tax
Hotel/Motel Tax
Interest
Sale of Assets
Bond Proceeds
Miscellaneous
Transfers

Total General Receipts and Transfers
Change in Cash Basis Net Assets

Cash Basis Net Assets at Beginning of Year

Cash Basis Net Assets at End of Year

Cash Basis Net Assets
Restricted:
Debt Service
Other Purposes
Unrestricted
Total Cash Basis Net Assets



Net (Disbursements) Receipts
and Changes in Cash Basis Net Assets

Governmental Business-Type
Activities Activities Total
(2,163,679) $(2,163,679)
{468,675) (468,675)
(1,158,573) {1,158,573)
(2,553,488) (2,553,486)
{1,305,530) (1,305,530)
(1,485,111) (1,485,111)
(1,480,742) (1,480,742)
(10,615,796) (10,615,736)
$ 992,171 992,171
(67,150} (67,150)
444,369 444 369
76,932 76,932
(6,532) (6,532)
1,439,790 1,439,790
(10,615,7986) 1,438,790 (9,176,006)
3,873,158 - 3,873,158
396,400 - 396,400
706,603 - 706,603
615,300 - 615,300
1,631,902 - 1,631,902
130,977 - 130,977
479,729 227,408 707,135
50,261 - 50,261
2,335,130 - 2,335,130
1,832,059 63,278 1,995,335
(862,111) 862,111 -
11,289,408 1,152,793 12,442,201
673,612 2,592,583 3,266,195
11,615,848 4,627,981 16,243,829
12,289,460 $ 7,220,564 $19,510,024
348,205 % - $ 348,205
2,033,498 1,713,012 3,746,511
9,907,757 5,507,552 15,415,308
12,289,460 $ 7,220,564 $19,510,024

See Accompanying Notes to Financial Statements



Receipts

Property Tax
Tax Increment Financing
Other City Tax
Licenses and Permits
Use of Money and Property
Intergovernmental
Charges for Services
Special Assessments
Miscellaneous

Total Receipts

Disbursements
Operating:
Public Safety
Public Works
Culiure and Recreation
Community and Economic Development
General Government
Debt Service
Capital Projects
Total Disbursements

Excess of Receipts over Disbursements

Other Financing Sources (Uses)
Bond Proceeds
Sale of Assets
Operating Transfers In
Operating Transfers Out
Total Other Financing Sources (Uses)

Net Change in Cash Balances
Cash Balances at Beginning of Year

Cash Balances at End of Year

Cash Basis Fund Balance
Reserved for;
Debt Servive
Perpetuat Care
Other Permanent Funds
Unreserved, Reported in:
General Fund
Special Revenue Funds
Capital Projects Fund
Permanent Fund
Total Cash Basis Fund Balance

See Accompanying Notes to Financial Statementis

CITY OF SPENCER, IOWA
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND CHANGES IN CASH BALANCES
GOVERNMENTAL FUNDS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2009

EXHIBIT 2

Nonmajor Total
Local Option Debt Capital Governmental Governmental
General Sales Tax Service Praojects Funds Funds

$29728622 % - $ 393997 § - 5 873878 $ 4,240,304
- - - - 706,603 706,603

767,776 1,631,202 2,403 - 5,352 2,407,433
141,446 - - - - 141,446
398,977 18,612 40,705 - 21,435 479,729
198,770 - - 320,244 §38,969 1,457,983
302,273 - - - 9,600 311,873
216,758 - 19,550 - - 236,308

1,910,411 - - 69,959 26,841 2,007,211
5,909,040 1,650,514 456,655 390,203 2582478 11,988,890
2,153,608 - - - 307,916 2,461,524
1,385,022 - - - 64,143 1,459,165
1,284,484 - - - 85,302 1,369,796
1,810,034 822,013 - - 144,795 2,776 842
803,954 - - - 661,494 1,465,448

- - 1,485,111 - - 1,485,111

- - - 1,820,672 - 1,820,672

7,447,112 822,013 1,485,111 1,820,672 1,263,650 12,838,558
(538,072) 828,501 {1,028,456) (1,430,469) 1,318,828 (849,668)
245,675 - 2,089,455 - - 2,335,130

50,261 - - - - 50,261
2,283,789 155,754 938,882 1,741,346 238,537 5,358,308
(1,343,785) (880,000) (2,382,054) (62,854) (1,571,728) (8,220,41%)
1,235,940 (724,248) 866,283 1,678,492 (1,333,189) 1,523,280
697,868 104,255 (362,173} 248,023 {14,361) 673,612
9,209,889 534,539 710,378 186,435 974,607 11,615,848
$9,907,757 § 838,794 § 348,205 § 434458 § 960,246 $12,289,460
$ - % - % 348205 % - % - § 348,205
- - - - 312,070 312,070

- - - - 30,750 30,750

9,907,757 - - - - 9,907,757

- 638,794 - - 556,913 1,195,707

- - - 434,458 - 434,458

C- - - - 60,513 60,513
$9,907,757 § 638,794 § 348205 § 434458 § 960,246  $12,289460
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CITY OF SPENCER, IOWA
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES IN CASH BALANCES
PROPRIETARY FUNDS

AS OF AND FOR THE YEAR ENDED JUNE 30, 2009

Operating Receipts:
Charges for Services
Miscellaneous

Total Operating Receipts

Operating Disbursements:
Salaries
Payroll Taxes and Employee Benefils
Repairs and Maintenance
Utilities
Contract Services
Insurance Premiums
Gas and Oil
Supplies
Staff Development
Capital Qutlay
Landfill Charges
Collection Fee
Total Operating Disbursements

Excess of Operating Receipts over
Operating Disbursements

Non-Operating Receipts (Disbursements):
Interest Income
Interest Expense
Principal
Bond Fees
Total Non-Operating Receipts (Disbursements}

Excess of Receipts over Disbursements

Other Financing Sources (Uses)
Operating Transfers In
Operating Transfers Out
Total Other Financing Sources (Uses)

Net Change in Cash Balances
Cash Balances at Beginning of Year

Cash Balances at End of Year

Cash Basis Fund Balance
Reserved for:
Closure and/or Postclosure Care
[Debt Service
Landfill Recycling and Planning
Unreserved
Total Cash Basis Fund Balance

Business Type Activities

Sanitary Solid

Sewer Waste Landfill Airport
$ 2,004,251 $ 1,466,970 $ 1,433,034  § 217,900
5,610 38,227 9,431 253
2,010,861 1,505,197 1,142,465 218,153
164,947 578,880 181,342 14,818
44.717 258,105 89,953 3,648
24,946 73,681 40,586 56,658
1,262 18,119 4,698 -
726,614 13,883 51,193 38,357
16,097 19,442 17,361 -
4,278 101,252 65,369 -
8,519 49,663 12,030 23,352
- - - 6,135
160 80,000 31,532 -
- 310,554 - -
20,540 20,540 - -
1,012,680 1,534,120 494 082 140,968
998,781 (28,923) 648,403 77,185
93,722 40,852 86,332 -
- - (69,203) -
- - (125,000) -
- - (400} -
93,722 40,852 (108,271) -
1,092,503 11,929 540,132 77,185
230,602 - 1,484,871 129,624
{809,6186) {49,349) {169,209) -
(579,014) {49,349) 1,315,662 129,624
513,489 (37,420) 1,855,794 208,809
2,135,837 915,375 1,576,769 -
$ 2,649,326 § 877955 $ 3,432,563 $ 206,809
g - 5 14,652 § 1,265,623 $ -
- - 239,H7 -
- - 192,820 -
2,649,326 863,303 1,734,203 206,809
$ 2649326 § 877,955 § 3,432,563 $ 206,809
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Golf Course Total

$ 387,037 5,209,192
8,755 63,276

385,792 5,272,468
168,788 1,108,775
57,3386 453,759

45,743 241,614

- 24,076

17,358 845,405

- 52,800

- 170,889

84,530 178,094

720 8,855

19,095 140,786

- 310,554

- 41,080

393,569 3,574,799
2,223 1,697,669

6,500 227,406
- (69,203)
- (125,000)
- (400)

6,500 32,803

8,723 1,730,472

45,188 1,890,285
- (1,028,174}

45,188 862,111
53,911 2,592,583

- 4,627,981

5 53,911 $ 7,220,564
5 - $ 1,280,275
- 239,917

- 192,820

53,911 5,507,552

$ 53,911 $ 7,220,564

See Accompanying Notes to Financial Statements
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CITY OF SPENCER, IOWA

EXHIBIT 4

STATEMENT OF CASH RECEIPTS, DISBURSEMENT AND CHANGES IN CASH BALANCES

AS OF AND FOR THE YEAR ENDED JUNE 30, 2009

Additions:
Use of Money and Property
Charges for Services
Miscellaneous
Total Additions

Deductions:
General Government
Total Deductions
Net Change in Cash Balances

Cash Balances at Beginning of Year

Cash Balances at End of Year

See Accompanying Notes to Financial Statements

AGENCY FUND
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21,769
8,700
30,483

60,052

14,685

14,685

48,267

710,746

757,013




CITY OF SPENCER, IOWA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2009

Note 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A

The City of Spencer, lowa, is a political subdivision of the State of lowa, located in Clay County.
it was first incorporated in 1880, and operates under the Home Rule provisions of the Constitution
of lowa. The City operates under the Mayor-Council form of government with the Mayor and
Council Members elected on a non-partisan basis. The City provides numerous services to
citizens, including public safety, public works, culture, recreation, public improvements, and
general administrative services.

Reporting Entity -- For financial reporting purposes, the City 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 Governmenial 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.

Based on the application of the criteria set forth by the Governmental Accounting Standards
Board, management has determined that the Spencer Municipal Hospital (SMH) is a component
unit of the City. Financial information for SMH has not been reported in the City’s financial
statements. Accordingly, these financial statemenis present the acfivities of the primary
government only and are not a complete presentation in accordance with generally accepted
accounting principles. Spencer Municipal Hospital’s financial statements can be obtained at their
administrative offices or at City Hall.

The Spencer Municipal Utilities (SMU) provides electric and water utilily services to the citizens of
Spencer. SMU is not considered a component unit of the City because it does not meet the
criteria stated above. Currently, SMU made voluntary payments of $615,300 in lieu of property
tax payments to the City.

Joinilly Governed Organizations -- 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.

Basis of Presentation

Government-wide Financial Statemenis -- The Statement of Activities and Net Assets reports
information on all of the nonfiduciary activities of the City. For the most part, the effect of interfund
activity has been removed from this statement. Governmental activities, which are supported by
tax and intergovernmental revenues, are reported separately from business type activities, which
rely to a significant extent on fees and charges for services.

The Statement of Activities and Net Assets presents the City’s nonfiduciary net assets. The
City's net assets are reported in two categories:



CITY OF SPENCER, IOWA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2009

Note 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Restricted net assets results 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 not meeting the definition of the preceding
categories. Unrestricted net assefs often have constraints on resources imposed by
management which can be removed or modified.

The Statement of Activities and Net Assets demonstrates the degree to which the direct
disbursements of a given function are offset by program receipts. Direct disbursements are those
clearly identifiable with a specific function. Program receipts include 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 on investments restricted to meeting the
operational or capital requirements of a particular function. Property tax and other items not
properly included among program receipts are reported instead as general receipts.

The City does not allocate indirect costs.

This government-wide focus is more on the sustainability of the City as an entity and the change
in the City’s net assets resulting from the current year's activities.

C. Fund Accounting -- Separate financial statements are provided for governmental and proprietary
funds. Major individual governmental and proprietary funds are reported as separate columns in
the fund financiat statements. All remaining governmental funds are aggregated and reported as
nonmajor governmental funds. The City reports the following major governmental and proprietary
funds:

General Fund — The General Fund is used to account for all financial transactions not
properly included in other funds. It serves as the general operating fund of the City and
derives its major revenues from property taxes, licenses and permits, state allocation,
and charges for services. The expenditures of the General Fund are categorized as
follows:

Public Safety -- Activities related to public safety include police protection, fire
protection, and the communication center.

Public Works -- Activities related to public works include roadway construction
and maintenance, transportation services, street lighting, and airport operations.

Culture and Recreation -- Activities related to culiure and recreation include
parks and recreation, aquatic center, library, and golf course operations.

Community and Economic Development -- Activities related to community and
economic development include community beautification, housing and urban
renewal, planning and zoning, and economic development cperations.

General Government — Activities related to general government include City
Council activities, legal services, and executive and financial adminisfration and
support services,
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CITY OF SPENCER, IOWA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2009

Note 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Special Revenue Fund — Local Option Sales Tax — The Local Option Sales Tax Fund is

used to account for the revenues from the tax authorized by referendum and used for
capital improvements, equipment, community programs and services.

Debt Service Fund - The Debt Service Fund is used to account for t