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3 Gardiner Thomen 
Certified Public Accountants 

Independent Auditors' Report 

To the Honorable Mayor and 
Members of the City Council: 

We have audited the accompai~lying financial statements of the governmental activities, 
the business type activities, each major fund and the aggregate remaining fund 
information of the City of Charles City, Iowa, as of and for the year ended June 30,2010, 
which collectively coinprise the City's basic financial statements listed in the table of 
contents. These financial stateinents are the responsibility of the City of Charles City's 
management. Our responsibility is to express opinions on these financial stateinents 
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 Gover7171zent Auditing 
Standa~ds, 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 stateinents are fiee 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 our audit provides a reasonable basis for our 
opinions. 

As described in Note 1, tllese financial stateinents were prepared on the basis of cash 
receipts and disbursements, which is a comprel~ensive basis of accounting other than U.S. 
generally accepted accounting principles. 

In our opinion, the financial stateinents 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 of 
the City of Charles City as of June 30, 2010, and the respective changes in cash basis 
financial position for the year then ended in conformity with the basis of accounting 
described in Note 1. 

1209 South Main Street, PO Box 216 'Charles City, IA 50616-0216 'Phone: (641) 228-7096 'Fax: (641) 228-7103 .www.gardinercpa.com 



111 accorda~lce with Government Auditing Standards, we have also issued our report dated 
Decernber 16, 2010, on our consideratioil of the City of Charles City's internal coiltrol 
over financial reporting and our tests of its colnplialce with certain provisioils of laws, 
regulations, contracts and grant agree~ne~lts aild other matters. The purpose of that report 
is to describe the scope of our testing of internal control over financial reporting and 
wmnpliance and the results of that testing and not to provide a11 opinioll on internal 
control over financial reporting or coinpliance. That report is an inteyal part of an audit 
perfanned in accordance with Governnzerzt Auditing Standards and should be considered 
in assessilig the results of our audit. 

M a ~ ~ a g e ~ n e ~ ~ t ' s  Discussioll a ~ d  Analysis and budgetary colnparisoll infor~nation on pages 
4 tlrough 9 and 3 1 through 33 are not required parts of the basic financial statements, but 
are supple~ne~~tary infonnatioll required by the Goverrnneiltal Accoulltiilg Standards 
Board. We have applied certain limited procedures, wl~ich consisted prillcipally of 
inquiries of mmage~ne~~ t  regarding the inetl~ods of measure~nellt and preselltatioll of the 
required supple~ne~ltary ilxfol~~~ation. We did not audit the illfonnation and express no 
opillioll on it. 

Our audit was conducted for the puiyose of forming opillions on t l~e financial state~nents 
that collectively conlprise the City of Charles City's basic financial stateinents. We 
previously audited, in accordance with the standards referred to in the second paragraph 
of this report, the financial state~ne~~ts for the year euded June 30, 2009 (whicll are not 
presented herein) and expressed an unqualified opillioil on those financial statements 
which were prepared in confor~nity with an other comprehensive basis of accounting. 
The fina~lcial statenlents for tbe years exded June 30, 2008 (which are not presented 
herein) were audited by other auditors in accordance with the standards referred to in the 
second paragraph of this report and expressed unqualified opillions on those fina&ial 
state~ne~~ts which were prepared in confor~nity with ail other coinprehensive basis of 
accounting. Other suppleme~~tary illfollnatioll included in Schedules 1 tlrougli 6, 
illcluding tlle Scl~edule of Expenditures of Federal Awards required by U.S. Office of 
M a ~ ~ a g e ~ n e ~ ~ t  and Budget (OMB) Circular A-133, Audits of States, Local Govermnents, 
and Non-Project Organizations, is presented for purposes of additional analysis and is not 
a required part of the basic financial statenle~~ts. Such infolmation, except for that 
portion masked "Unaudited" (Schedule 5) on which we express no opiilion, has beell 
subjected to the auditing procedures applied in our audit of the basic financial state~nellts 
and, ill OUT opinion, is fairly stated in all material respects, in relation to the basic 
finalcia1 stateme~~ts talcell as a whole. 

Decernber 16,2010 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

The City of Charles City provides tliis Managemei~t's Discussioll and Analysis of its fillancia1 
staternents. This narrative overview and analysis of the fina~lcial activities is for tlie fiscal year 
elided Julie 30,2010. We encourage readers to consider this infor~nation in colijulictio~l with the 
City's fulru~cial statements, which follow. 

2010 FINANCIAL HIGHLIGHTS 

Receipts of the City's goveriunental activities increased 20.68%, or approximately 
$2,352,785, from fiscal 2009 to fiscal 2010. This was primarily due to the increased 
receipts of bond proceeds aid grants. 

Disburserne~~ts of the City's gover~mentd activities increased 22.54% or approximately 
$2,445,403, in fiscal year 2010 fro111 fiscal 2009. Public Safety, Debt Service, aid 
Capital Projects showed the largest increases for 2010. 

The City's total cash basis net assets increased 7.94%, or approximately $716,683 fro111 
June 30, 2009 to June 30, 2010. Of tliis arnoulit, the assets of the govemilental activities 
increased approximately $432,750 and the assets of the business-type activities 
increased by approxilnately $283,933. 

USING THIS Ah!NUAL REPORT 

The annual report co~lsists of a series of financial state~nellts and other inforination as follows: 

Manage~ile~~t's Discussioll and Analysis introduces the basic financial statenleiits aid 
provides ail a~~alytical overview of the City's financial activities. 

The Govenment-wide Financial Stateiilellt collsists of a Statenlent of Activities and Net 
Assets Cash Basis. This stateinent provides ii~fortnation about the activities of the City 
as a whole and presents an overall view of the City's finances. 

The Fund Financial State~ne~~ts tell how governniental services were fiiiaiced in the short 
tenn as well as what renlains for future spe~iding. Fund financial state~ne~its report the 
City's operations ill more detail than the gove~~nnent-wide state~nent by providing 
i~lfor~ilation about the niost sigilificait hnds. 

Notes to Financial State~ne~its provide additional inforlnation essential to a full 
uliderstandilig of t l~e  data provided in the basic fina~~cial statements. 

Required Supple~lle~itary Inforination furtlier explains and supports the financial 
statements wit11 a colnparisoii of the City's budget for the year. 

Other Suppleme~itary Illfoniiatioli provides detailed information about the nomllajor 
gover~iluental funds. 111 addition, the Schedule of Expe~~ditures of Federal Awards 
provides details of various federal progralils benefiting the City. 



Basis of Accounting 

Tlie City inailitailis its financial records on the basis of cash receipts and disbursenieiits aiid the 
financial statements of the City are prepared on that basis. The cash basis of accouiiting 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 U.S. generally accepted accouiiting principles. Therefore, when reviewing the 
finiuicial iiifonnation aiid discussioii within this annual report, the reader should keep in mind the 
liiiiitatioiis resulting from the use of the cash basis of accounting. 

REPORTING TITE CITY'S FINANCIAL ACTIVITIES 

Government-wide Financial Statement 

One of the most imnportant 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 State~neiit of Activities and Net 
Assets - Cash Basis reports information wliich helps aiswer this question. 

The Statenie~it of Activities and Net Assets - Cash Basis presents the City's net assets. Over 
time, increases or decreases in the City's net assets inay serve as a useful indicator of whether the 
financial positioil of the City is iniproving or deteriorating. 

The Statetnent of Activities and Net Assets - Cash Basis is divided into two lcinds of activities: 

Govenlmental Activities include public safety, public worlts, health and social 
services, culture aid recreation, community and econoinic development, ge~~eral 
gover~nnent, debt seivice aiid capital projects. Property tax and state and federal 
grants finance tnost of these activities. 

Business-Type Activities include the wateiworlcs, the sanitary sewer systeni, 
waste collection, transit and fire extinguisher funds. Tliese activities are finai~ced 
primarily by user charges. 

Fund Financial Statements 

The City has two kinds of funds: 

1) Gover~uneiital fi~nds account for most of the City's basic seivices. Tliese focus on how 
money flows into and out of those funds, and tlie balances at year-end that are available 
for spending. The goveriui~ental f~~i ids  include: (a) tlle General Fund, (b) tlie Special 
Revenue Funds, (c) the Debt Service Fund and (d) Capital Projects Funds. The 
goveriunental fund finaicial stateinents provide a detailed, short-te~m view of the City's 
general govenuneiit operations and tlie basic services it provides. Govenlmeiltal fund 
information helps deter~nine whether there are inore or fewer financial resources tliat can 
be spent in the near f~~ tu re  to finance tlie City's progranis. 

The required financial statements for Govenuiiental Funds include a Statenleiit of Cash 
Receipts, Disbursen~eiits and Cliaiiges in Cash Balances. 



2) Proprietary fiilds accault for the City's Enterprise Funds and for tlie Inteinal Service 
Fund. Ei~terprise Funds are used to report business-type activities. The City nlaintaiils 
several Enterprise Funds to provide separate illfol~llatioil for the water, sewer, waste 
collection, transit and fire extinguisher funds. The water and sewer h l d s  are coilsidered 
to be inajor funds of the City. Iiltei~lal Service Funds are an accouilting device used to 
accumulate and allocate costs iilteillally anlong the City's various functions. 

The required financial statelllent for proprietary funds is a stateineilt of cash receipts, 
disburse~~le~~ts and changes in cash balances. 

Recoilciliations between the gover~u~~ent-wide statenlent and the fiuld finai~cial statenle~lts 
follow the fund fillancia1 state~lleilts. 

GOVERNMENT-\mE FINANCIAL ANALYSIS 

Net assets may serve over time as a useful indicator of financial position. The City's cash 
balai~ce for goveimnental activities increased froin $7,626,719 a year ago to $8,059,469. The 
analysis that follows focuses on the c l ~ a ~ ~ g e s  in cash basis net assets for governmei~tal activities. 

Receipts 
Program Receipts 

Charges for Service 
Operating Grants, Contributions and Restricted Interest 
Capital Grants, Contributions and Restricted Interest 

General Receipts 
Property Tax 
Local Option Sales Tax 
Uilrestricted Investment Earnings 
Bond and Loan Proceeds 
Other General Receipts 

Transfers, Net 
Total Receipts 

Disburseinei~ts 
Public Safety 
Public Worlts 
Health and Social Services 
Culture and Recreation 
Coinmunity and Econoinic Developn~eiit 
General Goveimnent 
Debt Service 
Capital projects 

Total Disbursements 

Increase in Cash Basis Net Assets 
Cash Basis Net Assets - Beginning of Year 

Cash Basis Net Assets -End of Year 



The City's total receipts for goveiml~ental activities increased 20.68%, or $2,352,785. The total 
cost of all progral~s and services increased $2,445,403, or 22.54%. 

The cost of all governmental activities this year was $13,295,070 compared to $10,849,667 last 
year. As s l low~~ in the Stateiuei~t of Activities and Net Assets - Cash Basis, the a~nount 
taxpayers ultimately financed for these activities was only $7,635,324 because some of the cost 
was paid by those directly benefiting from the progranls ($1,955,627) or by other governnlents 
and organizations that subsidized certain programs wit11 grants, contributions and restricted 
interest ($3,704,119). 

Changes in Cash Basis Net Assets of Business Type Activities 
Year Ended .Tune 30, 
2010 2009 

Receipts 
Program Receipts 

Charges for Service 
Water 
Sewer 
Waste Collection 
Storm Utility 
Transit and Fire Extinguisher 

General Receipts 
Unrestricted Interest on Investnlents 
Miscellaneous 
Bondlloan Proceeds 

Disbursements and Transfers 
Water 
Sewer hnprove~nents 
Waste Collection 
Stor11 Utility 
Transit and Fire Extinguisher 
Debt Service 
Transfers Net 

Total Disbursemel~ts and Transfers 

Increase in Cash Basis Net Assets 

Cash Basis Net Assets - Beginning of Year 

Cash Basis Net Assets - End of Year 

Total business-type activities receipts for the fiscal year were $9,682,499 coinpared to 
$5,175,331 last year. The cash balance increased approxinlately $283,933 froin the prior year. 
Total disbursernellis for the fiscal year increased by approximately $4,683,353 (99%) due to the 
significani anlouilt of capital outlay required in 2010 for the water and sewer project. 



INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS 

As the City of Charles City completed the year, its gover~nnei~tal fuilds reported a coinbilled hid 
balance of $9,157,734, ail increase of $1,977,716 froin last year's total of $7,180,018. The 
followiilg are the inajor reasons for the cha~ges in fwld balances of the inajor funds from the 
prior year. 

Tlle General Fund cash balance decreased $55,886 from the prior year to $823,468. Tl~is 
decrease was psilllasily due to higher public safety su~d general government 
disburse~ne~~ts. 

The Debt Service Fund cash balance decreased by $22,247 to a deficit balance of $25,124 
during the fiscal year. This was primarily due to decreases in property tax collectiolls and 
increases in debt payu~ei~ts. 

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS 
a The Water Fund cash balance iilcreased by $32,168 to $655,656. 

The Sewer Fund cash balance increased by $90,166 to $693,536. 

BUDGETARY HIGHLIGHTS 

Over the course of the year, the City anended its budget two times. The first a~nendinei~t was 
approved on May 24, 2010. Chai~ges in receipts included increases in iiltergovenuneiltal 
receipts, charges for services, illiscellai~eous and bond proceeds. Bond proceeds that were 
budgeted to be received in fiscal 2009, were actually received in 2010 along wit11 fu~ldiilg for 
flood repairs. A~nendinei~ts to disburse~~lei~ts ii~cluded flood buyout expenditures, payne~~ t s  for 
Carrie Chapinail Catt project, purcl~ase of three dunp truclts and the calling of two bonds. T l~e  
secoild a~nendinent was approved J u ~ e  24, 2010. Changes to disburseinei~ts were to increase 
debt service disburseinellts for payment of principal, interest and fees prior to the end of the 
fiscal year. 

For the year, the City's actual receipts were $15,529,946 co~npared to the final budget of 
$15,976,244 and actual disburse~ne~~ts were $21,478,234 compared to budgeted disburse~ne~~ts of 
$22,798,653. 

DEBT ADMINISTRATION 

At June 30, 2010, the City had $18,734,686 in boilds and other long-teim debt comnl~ared to 
$13,567,538 last year, as shown below: 

Outstailding Debt at Year-End - 
Year Ended June 30, 

2010 2009 
General Obligatioil Bonds and Notes $5,692,472 $5,709,000 
Revenue Bonds and Notes 11,947,152 6.678.819 . . , . 
Lease Purchase Agreemei~ts 1,095,062 1,179,719 

Total $18,734,686 $13,567,538 

The Coilstitutioil of the State of Iowa liillits the amount of general obligation and tax increment 
fina~~cing debt cities can issue to 5% of the assessed value of all taxable property witlliin the 
City's coiporate liinits. The City's outstai~ding general obligation and tax increinent fina~~cing 
debt of approximately $6,095,481 is significantly below its coilstitutional debt liinit of 
$17,291,923. T l ~ e  outstanding revenue bollds include $11,544,143 of iloiltax increment 
finailcing debt. 
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ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES 

The City of Charles City's elected and appointed officials and citize~~s coilsidered many factors 
wl~en setting the fiscal year 201 1 budget, tax rates and fees that will be cl~arged for various City 
activities. 

For 2011, the City has illcorporated estimated reveilue and expeilditures into the budget for 
several anticipated capital projects, iilcludillg a UV disiilfectioll project at the wastewater plant, a 
penneable paving project and the building of a cable-stayed bridge. These projects are to be 
financed by a state revolvillg fui~d loan, federal and state grants, local optioil sales tax and 
con~lnuility pledges. The replace~neilt of all water llleters with radio read llleters will be 
colllpleted in fiscal year 201 1. The water plant expai~sion was colnpleted in 2010. 

CONTACTING THE CITY'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, customers, and creditors wit11 
a ge~~eral overview of the City's finances and to show the City's accouiltability for the llloiley it 
receives. If you have questioils about this report or need additional finai~cial infonllation, colltact 
Trudy O'ljolulell, City ClerldFinalce Officer at 105 Milwaukee Mall, Charles City, IA 50616, 
phone (641) 257-6300 or elnail trudy@cityofcharlescity.org. 
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CITY OF CHARLES CITY 
Char les  City, Iowa 

STATEMENT OF ACTIVITIES AND NET ASSETS -CASH BASIS 
As of and for the Year Ended June 30,2010 

Progran~ Receipts 
Operating Grants, 

Contributions, 
Charges for and Restricted 

Disbursen~ents Service Interest 
FunctionsiPrograms: 

Goveiml~ental Activities: 
Public Safety 
Public Works 
Health & Social Savices 
Culture & Recreation 
Commnunity & Econo~nic Development 
Gei~eral Govennnent 
Debt Service 
Capital Projects 

Total Govemnental Activities 

Business Type Activities: 
Water 
Sewer 
Waste Collection 
Transit 
Stol111 Utility 
Fire Extinguishers 

Total Business Type Activities 

Total $22,261,828 $6,148,473 $3,336,354 

General Receipts: 
Property and Other City Tax Levied for: 

General Purposes 
Debt Service 

Tax Increment Financing 
Local Option Sales Tax 
Unvest~icted Interest on Investn~ents 
Bond Proceeds 
Miscellaneous 

Transfers 
Total General Receipts & Transfers 

Change in Cash Basis Net Assets 
Cash Basis Net Assets Beginning of Year 

Cash Basis Net Assets End of Year 

Cash Basis Net Assets 
Restricted: 
Expendable: 

Streets 
Urban Renewal Purposes 
Debt Service 

Unrestricted 

Total Cash Basis Net Assets 
See Notes to Financial Statements 



Program Receipts 
Cavital Gra~~ts,  
Coiltributions 
and Restricted 

Interest 

Net (Disburseillents) Receipts and 
Cbanges in Cash Basis Net Assets 

Gove~ml~ental Business - Type 
Activities Activities Total 



Exhibit B 
CITY OF CHARLES CITY 

Charles City, Iowa 

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES IN 
CASH BALANCES - GOVERNMENTAL FUNDS 

As of and for the Year Ended June 30,2010 

Debt 
General Sei-vice 

Receipts: 
Prouerty Tax $1,703,269 $321,298 . . 
Tax I~lcre~nellt Financing Collections 0 0 
Other City Tax 195,647 14,769 
Licellses & Per~l~its 55,804 0 
Use of Money & Property 16,309 0 
Intergovenune~ital 705,409 0 
Charees for Service 137,761 0 
specYal Assessiilents 
Miscellaneous 

Total Receipts 

Disbursements: 
Operating: 

Public Safety 
Public Works 
Health & Social Services 
Culture & Recreation 
Community &Economic Development 
General Gover~u~~euit 

Debt Service 
Capital Projects 

Total Disburse~lle~~ts 

Excess (Deficiency) of Receipts Over (Under) 
Disbursenlents 

Other Financing Sources (Uses): 
Bond Proceeds 
Operatit~g Tralsfers III 
Operating Transfers Out 

Total Other Financing Sources (Uses) 

Net Change i11 Cash Balances 

Cash Balances Begiiuung of Year 

Cash Balailces End of Year 

Cash Basis Fund Balances 
U~lueserved : 

General Fund 
Special Revenue Funds 
Debt Service Fund 
Capital Projects Fund 

Total Cash Basis Fund Balances 

Total 

$2,685,813 
1,415,525 

854,633 
55,804 

101,926 
4,234,356 
1.541.898 

See Notes to Financial State~nents 



Exhibit C 
CITY OF CIXARLES CITY 

Charles City, Iowa 

RECONCILIATION OF THE STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND 
CHANGES IN CASH BALANCES TO THE STATEMENT OF ACTIVITIES AND NET ASSETS 

As of and for the Year Ended June 30,2010 

Total Gover~~mental Funds Cash Balances (Pg. 12) $7,578,520 

Anzoulzts reported for govemnzental activities in the Stateiiieitt ofActivities 
and Net Assets are di@er,ent because: 

The Internal Service Fund is used by management to charge the costs of self 
iknding of the City's health insurance benefit plan to individual fulds. A 
portion of the assets of the Intenla1 Service Fund are included in 
gover~unental activities in the Statenlent of Net Assets. 

Cash Basis Net Assets of Governmental Activities (Pg. 11) 

Net Change in Cash Balances (Pg. 12) 

Antou~zts reported for govemnzental activities in the Statentent ofActivities 
and Net Assets are dtyei-eizt because: 

The Inte~nal Service Fund is used by nlallagelnent to cl~arge the costs of self 
h d i n g  of the City's health insurance benefit plan to individual funds. A 
portion of t l~e  change in net assets of t l~e Internal Service Fund is reported 
with gove~arne~~tal activities. 34,248 

Change in Cash Basis Net Assets of Governmental Activities (Pg. 11) $432,750 

See Notes To Financial Statements. 



CITY OF CHARLES CITY 
Charles City, Iowa 

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES 
IN CASH BALANCES -PROPRIETARY FUNDS 

As of and for the Year Ended June 30,2010 

Enterprise Funds 

Water Sewer 
Operating Receipts: 
Charges for Seiliice $2,285,711 $1,271,616 
Miscellaneous 0 0 

Total Operating Receipts 2,285,711 1,271,616 

Operating Disburseinei~ts: 
Business Type Activities 
Non-Prograrn 

Total Operating Disbusseinents 

Excess (Deficiency) of Operating Receipts 
Over (Under) Operating Disbussements (4,814,974) 480,615 

Non-Operating Receipts (Disbursenlents): 
Intergovernmental 267 215 
Interest on Investments 11,983 10,703 
General Obligation Bond Proceeds 5,463,707 0 
Debt Service (3 18,345) (218,395) 

Total Non-Operating Receipts (Disbusseinents) 5,157,612 (207,477) 

Excess of Receipts Over Disburseillents 342,638 273,138 

Operating Transfers In (Out) 

Net Change in Cash Balances 

Cash Balances Beginning of Year 

Cash Balances End of Year 

Cash Basis Fund Balances 
Reserved for Debt Service 
Unreserved 

Total Cash Basis Fund Balances 

See Notes to Financial Statenlents 



Exhibit D 

Enterprise Funds Inteinal 
Other Service 

Nom~ajor Fund 
Enterprise Eillployee 

Funds Total Health 



Exhibit E 
CITY OF CHARLES CITY 

Charles City, Iowa 

RECONCILIATION OF THE STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND 
CHANGES IN CASH BALANCES TO THE STATEMENT OF ACTIVITIES AND NET ASSETS - 

PROPRIETARY FUNDS 
As of and for the Year Ended .Tune 30,2010 

Total Enterprise Funds Cash Balances (Pg. 15) 

Anzoulzts reported for business-ope actil~ities in the Statenlent ofActivities 
and Net Assets are different because: 

The Menlal Service Fund is used by inanagement to charge the costs of self 
funding of the City's health insurance benefit plan to individual funds. A 
poition of the assets of the Inte~llal Sellrice Fund are included in busiiless type 
activities UI the Statement of Net Assets. 

Cash Basis Net Assets of Business-Type Activities (Pg. 11) 

Net Change in Cash Balances (Pg. 15) 

Anzouizts reportedfor business-type activities in the Statenzent ofActi11ities 
and Net Assets are different because: 

The Internal Service Fund is used by nxillagerllent to charge the costs of self 
funding of the City's health insurance bei~lefit plan to i~ldividual fu~~ds.  A 
portion of the cllange in net assets of the Intenla1 Service Fund is reported 
with business type activities. 

Change in Cash Basis Net Assets of Business-Type Activities (Pg. 11) 

See Notes To Fillancia1 Stateme~~ts 



City of Charles City 
Charles City, Iowa 

Notes to Financial Statements 

June 30,2010 

Note I :  Sunin~arv o f  Sigrzificarzt Accoulztirzg Policies 

The City of Charles City is a political subdivision of the State of Iowa located in 
Floyd County. It was first incorporated in 1869 and operates under the Home 
Rule provisioils of the Coilstitutioil of Iowa. The City operates under the Mayor- 
Council fonn of government with the Mayor and Coui~cil Meinbess elected on a 
ilon-partisan basis. The City provides nulnerous services to citizens includiiig 
public safety, public works, health and social services, culture and recreation, 
coininu~iity and ecoiloinic developmei~t, and general govenvnent services. The 
City also provides water and sewer utilities for its citize~~s. 

For finai~cial reporting purposes, the City of Cllarles City has included all 
h~lds ,  organizations, agencies, boards, co~lnnissions and authorities. The 
City has also co~lsidered all potential co~nponent mits for which it is 
financially accoulltable, and other organizations for wl~icl~ the nature and 
significance of their relationship with the City are such that exclusioil 
would cause the City's financial state~nents to be misleading or 
incon~plete. The Govenlmeeiltal Accounting Standards Board has set forth 
criteria to be coilsidered in deter~~lining finai~cial accountability. These 
criteria include appointing a voting majority of a11 organization's 
gove~ning body, and (1) the ability of the City to impose its will on that 
organizatioil or (2) the potential for the organization to provide specific 
benefits to, or impose specific financial burde~~s on the City. The City of 
Charles City has no co~npone~~t units whicll meet the Govermnental 
Accountiilg Stai~dards Board criteria. 

Jointly Goyenled Organizations 

The City participates in several jointly govenled orgaiiizations that 
provide goods or services to the citizenry of the City, but do not nleet the 
criteria of a joint venture since there is no oilgoiilg financial interest or 
responsibility by tlle participating govenvne~~ts. City officials are 
meinbers of the followillg boards and commissions: Floyd Coulty 
Assessor's Confere~~ce Board, Floyd County E~llergency Mai~agelnent 
Commission, Floyd-Mitchell-Chickasaw County Solid Waste 
Maiiagerne~~t Agency and Floyd County Joint E911 Service Board. 



Notes to Financial Statements (Continued) 

Note 1: Sunznzarv o f  Sizrzificarzt Accourzting Policies (Corztin ued) 

B. Basis of Presentatioil 

Govelml~ent-Wide Financial Statenlents - Tlle Statelllent of Activities and 
Net Assets reports iilfonnation on all of the nonfiduciary activities of the 
City. For the most part, the effect of iilterfund activity has been removed 
from this statenlent. Gover~unental activities, wl~icl~ are supported by tax 
and intergovenuneiltal revenues, are reported separately from busiiless 
type activities, which rely to a significant extent on fees and cl~arges for 
services. 

The Statenlent of Activities and Net Assets presents the City's non- 
fiduciary net assets. Net assets are reported in the followillg 
categoriesico~npoilents: 

Nonexpendable restricted net assets are subject to eternally imposed 
stipulations which require them to be inailltained pe~~nanei~tly by the City. 

Expendable restricted net assets result when coilstraints placed on net 
asset use are either extei~lally inlposed or imposed by law tlrougl~ 
collstitutioilal provisiolls or e~~abling legislation. 

Unrestricted net assets collsist of net assets that do not ineet the definition 
of the preceding categories. Uilrestricted net assets often have constraints 
on resources imposed by management, wllich can be removed or modified. 

The Stateme~lt of Activities and Net Assets denlollstrates the degree to 
which t l~e  direct disburse~~lei~ts of a given fimction are offset by program 
receipts. Direct disbuse~llei~ts are those clearly identifiable with a 
specific function. Program receipts include 1) charges to customers or 
applica~~ts who purchase, use or directly benefit froin goods, services or 
privileges provided by a given function and 2) grants, contsibutiolls and 
interest on investments restricted to meeting the operatioilal or capital 
requirements of a particular function. Property tax and otl~er items not 
properly included ainong program receipts are reported instead as general 
receipts. 

Fund Fina~cial Statements- Separate financial stateinents are provided for 
goveinmental funds and proprietary funds. Major individual govenunental 
funds and inajor individual enterprise funds are reported as separate 
colulnns in the fund financial statements. All renlaiilillg govenune~~tal 
Eunds are aggregated and reported as llolunajor govern~nental funds, and 
all re~llaining enterprise funds are aggregated and reported as other 
nonlnajor e~~te ip i se  funds. 



Notes to Financial Statements (Continued) 

Note 1: Sunznzarv o f  Sigrzificarzt Accourzti~z~ Policies (Contirzued) 

Tlle City reports tlie followi~lg major g o v e ~ ~ u ~ ~ e ~ l t a l  fuilds: 

The General Fund is the general operating fuild of t l~e City. All general tax 
receipts aild other receipts not allocated by law or coiltractual agreenieilt to some 
other fund are accounted for in this hid. Fronl this fund are paid the general 
opel-ating disburselnel~ts, the fixed cllasges and the capital improve~lle~~t costs that 
are not paid froin other funds. 

Tlie Debt Service Fund is utilized to account for the payment of iilterest and 
principal on the City's general long-term debt. 

The City reports tlle followillg major proprietary funds: 

The Entel-prise; Water Fund accoullts for the operatioil and mai~lte~la~lce of the 
City's water system. 

The Enterprise; Sewer Fund accounts for the operation a11d maintei~a~~ce of t11e 
City's wastewater treatment and sanitary sewer systein. 

The City also reports the following additional proprietary fund: 

An Internal Service Fuiid is utilized to account for the financing of goods or 
services purchased by one department of the City and provided to other 
departme~~ts or agencies on a cost-rei~~lburse~nent basis. 

C. Measure~ne~~t Focus and Basis of Accoultii~g 

The City of Charles City maintains its finallcia1 records on the basis of 
cash receipts and disburseme~~ts and tlie fina~~cial statenlei~ts of t l~e  City 
are prepared on that basis. The cash basis of accounting does not give 
effect to accoullts receivable, accounts payable and accrued items. 
Accordingly, the fiilancial state~ne~~ts do not present financial position and 
results of operations of the f~~i lds  in accordance with U.S. ge~~erally 
accepted accounting principles. 

Under ter~ns of grant agreeme~~ts, the City funds certain prograns by a 
colllbiilatioll of specific cost-reimnburseinent grants, categorical block 
grants and general receipts. Thus, wheil program disburse~nellts are paid, 
there are both restricted and u~~restricted cash basis net assets available to 
fina~lce the program. It is the City's policy to first apply cost- 
reilllbursernei~t grant resources to such prograins, followed by categorical 
block grants and then by general receipts. 



Notes to Financial Statements (Continued) 

Note I :  Sunzniarv o f  Six~zificarft Accourzti~z~ Policies (Contilzued) 

C. Measure~llent Focus and Basis of Accou~lting (Continued) 

Proprietary fiulds distinguish operating receipts and disbursemei~ts from 
non-operating itenls. Operating receipts and disburse~lle~~ts generally 
result frolll providing services and producing and delivering goods in 
collnectioi1 with a proprietary fund's prillcipal ollgoillg operations. All 
receipts and disbursenients not meeting this definition are reported as non- 
operating receipts and disburseinellts. 

D. Budgets and Budgetaw Accouiltillg 

The budgetary colnparison and related disclosures are reported as 
Required Suppleme~~tary I~~for~nation. During the year ended June 30, 
2010, disburseme~~ts exceeded the iullounts budgeted in the Debt Service 
Fu~lction. 

Note 2: Deposits and i~zvest~ite~zts 

The City's deposits in banks at June 30, 2010 were entirely covered by federal 
depository insurance or by the State Sillking Fund in accordance with Chapter 
12C of the Code of Iowa. This chapter provides for additiollal 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 gove~~l~nent, its agencies and inst~-~unentalities; certificates of 
deposit or other evidences of deposit at federally insured depository illstitutioils 
approved by the City Council; pl-iine eligible bankers accepta~~ces; certain high 
rated conllnercial paper; perfected repurchase agree~nents; certain registered 
open-end inanageine~~t investment comnpaiues; certain joint investment trusts; aild 
wailants or i~~lprovelnent certificates of a drainage district. 

The City had no investlllents at June 30, 2010. 

Interest Rate Risk 

The City's investmellt policy limits the investnlent of operating funds 
(funds expected to be expended in the current budget year or within 15 
lllonths of receipt) in instmnents that mature witl~in 397 days. Funds not 
identified as operating funds nlay be invested in inveshneilts wit11 
maturities longer tlla11 397 days but the nlaturities shall be consistent with 
the needs and use of the City. 



Notes to Financial Statements (Continued) 

Note 3: Bonds and Notes Pavable 

Auiual debt service require~nents to maturity for General Obligation Notes and 
Bonds, Revenue Bonds and Notes and Lease Purcl~ase are as follows: 

Year 

June 30, 
201 1 

2016-20 
2021-25 
2026-30 

Total 

General Obligatioil Notes General Obligation Bonds Revenue Bonds & Notes 
Principal Jilterest Principal Jnterest Principal Interest 
$150,806 $24,016 $681,124 $1 81,861 $266,184 $382,236 

Year 
Ending Lease Purcl~ase Total 
June 30, Principal Interest Principal Jilterest 

201 1 $89,609 $61,891 $1,187,723 $650,004 
2012 94,853 56,647 1,232,963 606,316 
2013 100,403 51,097 1,210,036 562,890 

2026-30 0 0 3,447,109 268,140 
Total $1,095,062 $342,151 $18,734,686 $5,751,284 

'The City has issued Urban Renewal tax increment financing revenue bonds and 
notes between February, 2003 and November, 2005 for tlie purpose of defraying a 
portion of the costs of various construction and refurbishing projects witliiil tlie 
urban renewal district: The bonds are payable solely from the TIF receipts 
generated by increased property values in the City's TIP district and credited to 
tlie Special Revenue, Urban Renewal Tax Incremetlt Fund in accordance with 
Chapter 403.19 of the Code of Iowa. TIF receipts are gelierally projected to 
produce 100% of the debt service requirelnents over the life of the bonds. Tlie 
proceeds of the urban renewal tax incre~ne~~t financing revenue bonds shall be 
expended only for pui-poses which are consistent with the plans of the City's 
urban renewal area. Tlie bonds aid notes are not a general obligation of tlie City. 
However, the debt is subject to the colistitutiollal debt liiiiitatioli of tlie City. 
Total principal and interest relnailiilig on the bonds is $951,178, payable tl~rough 
J~lne, 2022. For the current year, principal ai~d interest paid and total TIF receipts 
were $464,013 and $1,415,525, respectively. 



Notes to Financial Statements (Continued) 

Note 3: Borzds arzd Notes Payable (Continued) 

The City has pledged future water and sewer custorner reveilue, net of specified 
operating expenses, to repay $4.83 lnillioil in water and sewer systein revenue 
bonds issued fro111 March, 2003 to January, 2005. Proceeds fro111 the bonds 
provided financing for various water and sewer utility coi~struction projects. The 
bonds are payable solely froill water and sewer customer net revenue and are 
payable through 2024. Ailnual l~rincipal and interest payments on the bonds are 
expected to require less than 37% of net reveilue. The total principal and interest 
ren~aining to be paid on the boilds is $4,454,434. Principal and interest paid for 
the cursent year and total customer net revenue was $352,690 and $3,557,327, 
respectively. 

The resolution providing for the issuance of the enterprise fund revenue bonds 
includes the following provisions: 

1. The bond will only be redeemed from the future earnings of the 
enterprise activity, and the bond holders hold a lien 011 the future 
earnings of the funds. 

2. Sufficient ~nontllly transfers shall be made to a separate water revenue 
bond sinking account withi11 the Enterprise Funds for the purpose of 
nlaking the bond principal and interest payments wlleil due. 

3. Additional monthly transfers of $1,000 plus 25% of the amount 
required in the water revenue bond siizking account to a revenue 
reserve account within the Enterprise Funds shall be made until 
specific miiliinun balances have been accumulated. These accouilts 
are restricted for the purpose of paying for any additional 
iinprovenlents, extensions or repairs to the systein. 

On December 5, 2006, the City entered illto a lease purchase agreeinent with 
Valero Charles City, LLC (Valero) in the amount of $1,335,250. Valero built an 
ethanol plant outside of the City. Waterline extensioils were necessary as a part 
of the construction. Therefore, the lease purchase agreeinent was made in order 
to transfer the ownership of these waterlii~es to the City and also to reimnburse 
Valero for a portion of the construction costs. The City is making seiniannual 
payments of $75,750 to Valero at 5.75% interest, which began on December 1, 
2007 and end on Deceinber 1,2019. Total lease paynents equal 45% of projected 
costs. 



Notes to Financial Statements (Continued) 

Note 3: Bonds and Notes Pavable (Corzti~zued) 

On February 11, 2009, Noveniber 18, 2009 and January 6, 2010, the City issued 
not to exceed $9,800,000, $404,000 and $100,000 of Water Revenue Bonds, 
respectively. During tlie year ended June 30, 2010, the City drew $5,463,707, 
$355,505 and $100,000, respectively, of funds for construction. These notes are 
payable solely fsoin water custolner net receipts and are payable t l ~ o u g l ~  2030. 
Tlie total piii~cipal and interest outstailding on the notes is $1 1,330,253 at June 30, 
2010. Tlie City will continue to draw on the note as necessary. 

On Septeii~ber 30, 2009 the City issued $248,000 General Obligation Street 
Del~arhnent Vehicle Acquisition notes for the puiyose of providing funds to pay 
the cost or a portion of the costs of acquiring and equipping thee dump t~ucks. 
Interest is due seiniaimually froni June 1, 2010 tlxough June 1,2012 at 3.57% per 
annuli. Principal is due se~niannually from Deceinber 1, 2010 tlxougl~ June 1, 
2012. 

In 2006, the City entered into a development agseeinent wluch u~cludes tlie rebate 
of property taxes paid by the other party into the agseeinent. Rebated property 
taxes will not exceed $430,000 over seven years; however, since ainowits are 
tmnSu~own, they are not included in the scl~edule of inaturities of debt. 

Note 4: Countv Urban Renewal Bonds 

The Southwest Bypass Tax Increment Financing (TI??) District is located partially 
within the City liinits and partially outside the City limits. The TIF district is 
jointly governed by a 28E agreeinent between the City and Floyd County. Tlie 
City is responsible for the financial adininistration of the district. The County 
issued $1,335,000 of the bonds secured by the TIE revenue of the district. In tu1-11, 
the County transfe~~ed tlie proceeds to the City to pay the expense of the current 
projects. The City, as financial adininistrator, will receive the TIF revenue fsom 
tlie district and will transfer the funds to the County as the bonds mature. 

The bond papel1t scl~edule is as follows: 

General Obligation Bonds 
Year Ending June 30, - Principal ~nterest- 

201 1 $90.000 $30.800 

2015-18 
Total 



Notes to Financial Statements (Continued) 

Note 5: Pension and Retirenterzt Benefits 

The City offers e~nployees the followiilg retireine~lt plans: 

The City coiltributes to the Muilicipal Fire and Police Retireinent Systenl of Iowa 
(the Plan), which is a cost-sharing, mnultiple-einployer defined benefit peilsion 
plan ad~niilistered by a Board of Trustees. The Plan provides retirement, 
disability and death benefits established by state statute to plan inenlbers and 
beneficiaries. The Plan issues a publicly available financial report that iilcludes 
finailcia1 stateinents and required supplenlei~tary information. The repoit inay be 
obtained by writing to Municipal Fire and Police Retireinelit Systein of Iowa, 
7155 Lake Diive, Suite 201, West Des Moines, Iowa 50266. 

Plan ~nnnbers are reauired to coiltribute 9.40% of earilable conlueilsation and the 
City's coiltributioil rate, based upoii ail actuarially deteiiniiled i101.1nal contribution 
rate, caulot be less tlla~i 17% of eanlable coinuensation. Contribution 
require~nents are established by state statute. The City's contributions to the Plan 
for the years ended June 30, 2010, 2009 and 2008 were $164,563, $185,379 and 
$213,514, respectively, which inet the required contribution for each year. 

The City corltributes to the Iowa Public Employees Retiremei~t System (IPERS) 
which is a cost-sharing inultiple-e~ployer defined benefit pension plan 
administered by the State of Iowa. IPERS provides retirement and death benefits 
which are established by state statute to plan ~neinbers and beneficiaries. IPERS 
issues a publicly available finailcia1 report that includes financial state~nents and 
required suppleinei~tary inforination. The report lnay be obtained by writing to 
IPERS, PO Box 91 17, Des Moiues, IA 50306-91 17. 

Most regular plan me~l~bers are required to coiltribute 4.30% of their annual 
covered salary and the City is required to colltribute 6.65% of annual covered 
salary. Certain enlployees in special rislc occupations and the City coiltribute a1 
actuarially determined contribution rate. Contribution requireinents are 
established by state statute. The City's contributions to IPERS for the years 
ended June 30, 2010,2009 and 2008 were $120,042, $110,113 and $103,602, 
respectively, equal to the required coiltributions for each year. 

Note 6: Otlzer Postemployrfzerzt Berzefits (OPEB) 

Plail Descrivtion -- The City operates a single-einployer retiree benefit plan which 
provides medicallprescription drug benefits for retirees and their spouses. There 
are 55 active and 5 retired n~cinbers in the plan. Participants inust be age 55 or 
older at retiremeilt. 

The medicallprescriptioil d ~ u g  benefits are provided tlxough a self-funded plan 
adiniilistered by Auxiant. Retirees under age 65 pay h e  sane preiniuin for the 
medicallprescription drug benefits as active enlployees. 

24 



Sotes to Financial Statements (Continued) 

Note 6: Otlzer Postenzployatent Bertefits (OPEB) (Corztirzued) 

Funding Policy -- The contribution require~nents of plan ime~nbers are established 
and inay be anlended by the City. The City currently finances the retiree benefit 
plan on a pay-as-you-go basis. The nlost recent active me~llber monthly 
pre~niuills for the City and plan ~me~nbers are $565 for single coverage and $1,275 
for family coverage. The same monthly preiniuins apply to retirees. For the year 
ended June 30,2010, t l~e  City conhibuted $549,176 and plan imeinbers eligible for 
benefits colltributed $171,677 to the plan. 

Note 7: Conzperzsated Absences 

City e~nployees earn vacation at rates depeildant up011 years of service. Vacation 
leave vests on the einployee's anlliversary date and inust be used prior to the next 
anniversary date. Certain employees are allowed to accu~nulate vested 
coinpensatory time off (vacation) for overtime at one and one-half tilnes the hours 
worked. Sick leave inay also be accumulated at a rate of one and one-half days 
per 1nont11 with a inaxin~un~ of 120 days for all employees except for firefighters 
who are limited to 90 days. Sick leave is forfeited if not used. These 
accumulations are not recognized as disbursenlents by the City until used or paid. 
The City's approximate liability for earned vacation and coinpeusatory time 
payable to einployees at June 30, 2010, prinlarily relating to the General Fund, is 
as follows: 

Type of Benefit Ainouilt 
Vacation $237,942 
Coinpei~satory 
Total 

This liability has been conlputed based on rates of pay in effect at June 30,2010. 

Note' 8: Eniployee Healtlz Care Plan 

The City currently sponsors a self-funded health care plan. Under this plan, 
enlployees contribute a portion of their coinpei~sation, and COBRA participants 
and retirees contribute the total cost, towards the cost of nlaiiltaining the plan. 
The City contracts wit11 an iilsurance coinpany to adininister the plan. 



Notes to Financial Statements (Continued) 

Note 8: Eniulovee Healtlt Care Plan (Co~ztijzued) 

Claiin costs are limited to $25,000 per covered individual. Ally ainouilt in excess 
of $25,000 is covered by a reinsurai~ce policy. Additionally, the reinsurance 
policy covers claim costs in excess of 125% of the group aggregated total claims 
exposure, whicl~ was approxiinately $562,111 for the year ended June 30, 2010. 

The City has estiinated costs of ii~cucred but unsub~nitted claillls at June 30, 2010 
to.be $32,692. 

The City has established a11 Internal Service Fund to Bcount for these activities to 
facilitate accountability and nlailagelnent control. 

The followil~g is a sununary of the claims activity for the year ended June 30, 
2010: 

Estimated Cost I ~ ~ c m e d  but not Claimed -June 30, 2009 $48,607 
Clainls Incu~ed  and Clailned and Estimated Costs Incurred 

but Claiined for the Year Ended June 30,2010 575,208 
Claiins Paid During tlle Year Ended June 30,2010 591,123 
Estimated Costs Incurred but not Claimed - June 30, 2010 $32,692 

Note 9: EIealtli Care Facilitv Revertue Bond 

Froin time to tiine, the City has issued Industrial or Health Facility Revenue Bonds 
to provide financial assistiu~ce to private-sector entities for the acquisitio~l and 
construction of industrial and collmercial facilities deemed to be in the public 
interest. T l~e  bonds are secured by the property finai~ced and are payable solely 
fro~n paynieilts received on the underlying inortgage loans. Upon repaynent of the 
bonds, ownership of the acquired facilities tra~sfers to the private-sector entity 
served by the bond issuance. Neither the City, the State, nor any political 
subdivision thereof is obligated in any manner for repaymei~t of the bonds. 

As of June 30, 2010, there was one series of Health Facility Revenue Bonds 
outstai~ding, wit11 a principal amount payable of $2,600,840. 



Notes to Financial Statements (Continued) 

Note 10: Interfurad Trarzsfers 

The detail of interft~nd tra~~sfers for the year ended June 30, 2010 is as follows: 

Transfer To Transfer From Ainount 
General Special Revenue 

Road Use Tax $40,600 
Emnployee Benefits 560,448 
Riverside Tax Incre~nent Financing 12,624 
Southwest Bypass Tax Incre~nent Financing 11,500 
Soutl~ Grand Tax Sncre~nent Financing 12,624 
East Park 512 
FGP Advisory & Operating 3,000 
Public Housing 39,000 
Suspension Bridge 2,636 
2008 Housing Rehabilitation Grant 19,186 

Enteryrise 
Water 118,814 
Sewer 107,124 
Waste Collection 21,816 
Transit 10,500 

Special Revenue 
Park & Rec Special Revenue: 

HotelIMotel Tax 

CVTC Operating Special Revenue: 
Road Use Tax 

Debt Service Special Revenue: 
Park & Rec 
Road Use Tax 
Local Option Sales Tax 
Riverside Tax Sncre~nent Financing 
Southwest Bypass Tax Increillent Financing 
South Grand Tax S~lcreinent Financing 
Park Avenue Tax Incra~~ent  Financing 

Enterprise: 
Water 
Sewer 

Capital Projects 
Pedestrian Bridge 
Project General 



Notes to Iqinancial Statemellts (Continued) 

Note 10: Zizterfurzd Trarzsfer.~ (Continued) 

Transfer To Transfer Fro111 AIUOUI~ 
Enterprise 

Transit General $93,950 

Transfers generally inove resources from the fund statutorily required to collect 
t l~e resources to the fund statutorily required to disburse the resources. 

Note 11: Risk Manapenzent 

The City of Charles City is exposed to various risks of loss related to torts; theft, 
damage to and destiuctioll of assets; errors and omissions; injuries to enlployees; 
and natural disasters. These risks are covered by the purcl~ase of coininercial 
insura~ce. The City assumes liability for any deductibles and claiins in excess of 
coverage linlitations. Settled clai~ns fro111 these risks have not exceeded 
colml~ercial insurance coverage in any of the past three fiscal years. 

Note 12: Deficit Fund Balances 

Tbe Debt Service Fund had a deficit balance of $25,124 at June 30, 2010. The 
deficit will be eliminated througl~ property tax. 

The Special Revenue, Fire Retirement Fund, had a deficit balance of $2,492 at 
June 30, 2010. The deficit balance was a result of unexpected expenses aud an 
insufficie~~t levy. The deficit will be eliininated tlxough property tax. 

The Special Revenue, Police Retirement Fund, had a deficit balance of $9,302 at 
June 30, 2010. The deficit balance was a result of unexpected expenses and an 
insufficient levy. The deficit will be eliminated tlxough property tax. 

T l~e  Special Revenue Fund, 2008 Housing Rehabilitation Grant Fund, had a 
deficit balance of $41,777 at June 30, 2010. The deficit balance was a result of 
costs incurred prior to the availability of funds. The deficit will be elililinated 
upon receipt of grant fu~~ds .  

The Capital Projects Fund, Pedestrian Bridge, had a deficit balance of $243,987 at 
Juue 30, 2010. The deficit balance was a result of costs illcurred prior to the 
availability of funds. The deficit will be eliininated upon receipt of FEMA funds. 

The Capital Projects Fund, I-Jobs Fire Station, had a deficit balance or $367 at 
Juue 30, 2010. T l~e  deficit balance was a result of costs incurred prior to the 
availability of funds. The deficit will be eliminated upon receipt of grant fiiilds. 



Notes to Financial Statements (Continued) 

Nofe 13: Floyd-Mitcltell-Clziclzasaw Solid Waste d6anaaemerzt A~eelzcv 

The City, in conjunction with 23 other inutlicipalities, has created tlie Floyd- 
Mitchell-Chickasaw Solid Waste Managenlent Agency. The Agency was 
established for the priinary purpose of providing for the collectioll and disposal of 
solid waste produced or generated by each participant. On dissolutioll of the 
corporation, the net assets of the Agency will be prorated among the 
mnu~icipalities. The Agency is governed by a board coinposed of an elected 
representative of the governing body of eacli participating govenunental 
jurisdiction. 

Tlle City is obligated to reinit a share of the operating arid adnliiiistration costs. 
During the year ended June 30, 2010, tlie City of Charles City paid Jeiidro 
Sanitation $262,411. The sanitation company is the11 responsible for paying all 
landfill fees for the City's share of the costs. Completed financial statements for 
the Agency can be obtained holn the Floyd-Mitchell-Chickasaw Solid Waste 
Managenlent Agency. 

Note 14: Contnzitriterzts and Corztirzgencies 

The City was notified by the United States Environ~neiital Protection Agency 
(EPA) in March, 1989 that the area lu~own as the Shaw Ave~lue Du~ilp had been 
deteiniined to contain hazardous waste that has resulted in or could result in a11 
"iinnziizerzt aizd substantial enda~zgernzent to the public lzealtlz or welfare or tlze 
eizvironmeizt ". The EPA placed the Shaw Avenue Dunlp on the National Priority 
List QTL) on July 22, 1987. 

On December 22, 1987, tlie City and Solvay Aiiiinal Hospital, Inc. (Solvay) 
entered into a cost-sharing agreement whereby eacli pays 50% of the costs 
associated with comnplying with the coilsent order. 

On May 26, 1989, the City and Solvay entered into a consent order with the EPA. 
The purpose of t l~e  conse~~t order was to determine the nature and extent of any 
releases or tlrreatened releases of pollutants or contaminants; to assess the threat, 
if any, to the public health and welfare; and to identify and evaluate remedial 
alteniatives to prevent or mitigate such releases. On October 4., 1991, the EPA 
released a Record of Decision on the investigation of the contanlinated area. 
Their decision was to require the City to perfolm a stabilization process to secure 
the coiltaminants. 



Notes to Financial Statcmcnts (Continued) 

Note 14: Contrnitjnerzts and Corzti~z~erzcies (Contirzued) 

Subsequei~t to issuaiice of the Record of Decision, the EPA dete~mined that the 
teclulology to iinple~nent tlie stabilization process would not be adequate. On 
February 28, 1992, the City and Solvay entered illto a Conse~~t Decree with tlie 
EPA for reinedial action which colisisted of excavation and off-site treatme~lt by 
best practical means aid disposal of clle~nical fill and coilta~l~iil~ated soil. 

The Shaw Avenue D~uiip project has now been coiilplete for several years. The 
EPA has approved the remedial plm. However, the City estiniates expeilding 
$7,000 for alulual maillte~~ai~ce and testing fees until the EPA approves tlie filial 
project. The City paid $29,051 during fiscal year 2010 for lllailltellallce and 
testing. 



Required Supplementary Informati011 



CITY OF CHARLES CITY 
Charles City, Iowa 

BUDGETARY COMPARISON SCHEDULE OF RECEIPTS, 
DISBURSEMENTS & CHANGES IN BALANCES -BUDGET AND 
ACTUAL (CASH BASIS) - ALL GOVERNMENTAL FUNDS AND 

PROPRIETARY FUNDS - REQUIRED SUPPLEMENTARY INFORMATION 
Year Ended June 30,2010 

LESS 
Goveimnental Proprietary Funds Not 

Funds Funds Required to 
Actual Actual be Budgeted Total 

Receipts: 
Property Taxes $2,685,813 $0 $0 $2,685,813 
Tax Increinent Financing Collections 1,415,525 0 0 1,415,525 
Other City Taxes 854,633 0 0 854,633 
Licenses & Pesn~its 55,804 0 0 55,804 
Use of Money & Property 101,926 30,891 6,385 126,432 
Intergove~~unental 4,234,356 482 0 4,234,838 
Charges for Service 1,541,898 4,776,774 721,853 5,596,819 
Special Assessn~ents 2,820 0 0 2,820 
~iscellaneous 

Total Receipts 

Disbursements: 
Public Safety 
Public Worlts 
Health & Social Services 
Culture & Kecreation 
Connilunity & Econon~ic Development 
General Govennnent 
Debt Service 
Capital Projects 
Business Type Activities 
Non-Program 

Total Disbursen~eilts 

Excess (Deficiency) of Receipts Over 
(Under) Disbureinents (1,178,978) (4,713,718) 55,592 (5,948,288) 

Other Financing Sources (Uses), Net 1,577,480 5,031,899 0 6,609,379 

Excess of Receipts and Other Financing 
Sources Over Disburseinents and 
Other Financing Uses 398,502 318,181 55,592 661,091 

Balances Beginning of Year 7,180,018 1,846,757 530,132 8,496,643 

Balances End of Year $7,578,520 $2,164,938 $585,724 $9,157,734 

See Acconipanying Independent Auditors' Report 



- Budgeted Amounts Total 
Original Final Variance 



City of Charles City 
Charles City, Iowa 

Notes to Required Supplementary Information - Budgetary Reporting 

June 30,2010 

The budgetary comnparisou is presented as Required Supplementary Infonliation in accordance 
with Govenunental Accounting Standards Board Statenlent No. 41 for govenllnents with 
sigilificant budgetary perspective differences resulting fro111 not being able to present budgetary 
coniparisons for the General Fund and eacl~ lnajor Special Revenue Fund. 

In accordance with tile Code of Iowa, the City Council annually adopts a budget on the cash 
basis following required public notice and hearing for all funds, except Internal Service Funds. 
The aiulual budget niay be amended during the year utilizing siinilar statutorily prescribed 
procedures. 

Fonnal and legal budgetary control is based upon nine inajor classes of disburse~ne~~ts known as 
functions, not by fund. These iiine fu~ictions are: public safety, public works, health and social 
services, culture and recreation, coinn~unity and econonlic development, general government, 
debt service, capital projects and business type activities. Function disbussenlents required to be 
budgeted include disburse~nents for the General Fund, Special Revenue Funds, Debt Service 
Fund, Capital Projects and Enterprise Funds. Although the budget document presents function 
disbursc~nents by fund, the legal level of control is at the aggregated function level, not by fund. 
During the year, two budget amendments increased budgeted disburse~nents by $2,430,908. The 
budget sunendnients are reflected in tlie final budgeted amounts. 

During the year ended June 30, 2010, disbursenlents exceeded the ainounts budgeted in the Debt 
Service function. 



Other Supplementary Information 



ClTY OF CHARLES CITY 
Charles City, Iowa 

SCHEDULE OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES 
IN CASH BALANCES - NONMAJOR GOVERNMENTAL FUNDS 

As of and for the Year Ended June 30,2010 

Special Revenue 

Receipts: 
Property Tax 
Tax Increment Financing Collections 
Other City Tax 
Use of Money & Property 
Intergoveriul~ental 
Charges for Services 
Special Assessinents 
Miscellaneous 

Total Receipts 

Disbursements: 
Operating: 

Public Safety 
Public Worlcs 
Health and Social Services 
Culture & Recreation 
Conmunity and Econonlic Developinent 

Capital Projects 
Total Disbursements 

Excess (Deficiency) of Receipts Over 
(Under) Disbursements 

Other Financing Sources (Uses): 
Bond Proceeds 
Operating Transfers In 
Operating Transfers Out 

Total Other Financing Sources (Uses) 

Net Changes in Cash Bal'ances 
Cash Balances Beginning of Year 

Cash Balances End of Year 

Cash Basis F~md Balances 
Ui~reseived: 

Special Reveiltle Funds 
Capital Project Funds 

Police 
Asset Road Eiilployee 

Forfeiture Use Tax Benefits 

Total Cash Basis Fund Balances $2,053 $368,989 $68,213 
See Acconlpsu~yi~lg Independel~t Auditors' Repoi?. 



Schedule 1 

Special Revenue 

Local Riverside 
CVTC 2008 Fire Police FEMA O~tion Tax Increnlent 

Operating Flood Retirement Retirement Buy Out s a c s  Tax Financing 



STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES 
IN CASH BALANCES - NONMAJOR GOVERNMENTAL FUNDS (CONTINUED) 

Special Revenue 
Southwest 

Bypass Tax South Grand East Park 
Increment Tax Increnlent Tax Incre~nent 
Financing Financing Financing 

Receipts: 
Property Tax $0 $0 $0 
Tax Incre~nel~t Financing Collections 399,995 454,574 0 
Otl~er City Tax 0 0 0 
Use of Money &Property 1 1,679 12,495 0 
Intergovernnlental 0 0 0 
Cliarges for Services 0 0 0 
Snecial Assessn~ents 0 0 0 
Miscellaneous 

Total Receipts 

Disbursements: 
Operating: 

Public Safety 0 0 0 
Public Worlts 0 0 0 
Health and Social Services 0 0 0 
Culture & Recreation 0 0 0 
Con11nunitv and Econonlic Development 282,074 33,755 0 

Capital Projects 
Total Disbursements 

Excess (Deficiency) of Receipts Over 
(Under) Disbursenlents 145,200 433,314 0 - 

Other Financing Sources (Uses): 
Bond Proceeds 0 0 0 
Ouerating Transfers In b 0 0 0 
0;erating Transfers Out (349,215) (353,108) (512) 

Total Other Financing Sources (Uses) - (349,215) (353,108) (512)- 

Net Changes in Cash Balances 
Cash Balances Begiiuung of Year 

Cash Balances End of Year 

Cash Basis Fund Balances 
Unreserved: 

Special Revenue Funds 
Capital Project Funds 

Total Cash Basis Fund Balances $683,005 $936,440 $0 
See Accompanying Itldepeildent Auditors' Report. 



Schedule 1 (Continued) 

Special Revenue 
Foster Public 

Park Avenue Carrie Grandparent Housing 
Tax Increillent Chapinan Advisory and Security Public Sectioi18 

Financing Catt Library Operating Deposits Housing Voucher - 



STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES 
IN CASH BALANCES - NONMAJOR GOVERNMENTAL FUNDS (CONTINUED) 

Special Revenue 
2008 

Receipts: 
Property Tax 
Tax Increment Financing Collections 
Other City Tax 
Use of Money & Property 
Intergove~mnental 
Charges for Services 
Swecial Assessments 
Miscellaneous 

Total Receipts 

Disburseinents: 
Operating: 

Public Safety 
Public Works 
Health and Social Seivices 
Culture & Recreation 
Coinmunity and Econoinic Developinenl 

Capital Projects 
Total Disburseinents 

Excess (Deficiency) of Receipts Over 
(Under) Disbursenlents 

Other Financing Sources (Uses): 
Bond Proceeds 
Operating Trailsfers Lu 
Operating Transfers Out 

Total Other Financing Sources (Uses) 

Net Cbailges in Cash Balances 
Cash Balances Beginning of Year 

Cash Balances End of Year 

Cash Basis Fund Balances 
Unreserved: 

Special Revenue Funds 
Capital Project Funds 

Housing 
SCT Rooing Capital Rehabilitation 

Project Funds Grant 

Total Cash Basis Fund Balances $0 $0 $(41,777) 
See Accoilipanying hdependei~t Auditors' Report. 



Schedule 1 (Continued) 

Special Revenue Capital Projects 

Street 
Suspension Capital Riverfront Pedestrian I Jobs 

Cablevision Bridge hprovements Project Bridge Fire Station Total 



CITY OF CHARLES CITY 
Schedule 2 

Charles City, Iowa 

SCHEDULE OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES IN CASH 
BALANCES - NONMAJOR PROPRIETARY FUNDS 

As of and for the Year Ended June 30,2010 

Waste Storill Water Fire 
Collection Transit 1 

Operating Receipts 
Charges for Service $318,523 $13,240 $159,839 $5,992 $497,594 

Operating Disbursenlents 
Business-Type Activities 293,206 88,007 34,132 5,448 420,793 

Excess (Deficiency) of Operating Receipts 
Over (Under) Operating Disbursements 25,317 (74,767) 125,707 544 76,801 

Nan-Operating Receipts 
Interest on Investments 105 0 1,715 0 1,820 

Total Nan-Operating Receipts 105 0 1,715 0 1,820 

Excess (Deficiency) of Receipts Over 
(Under) Disbursements 25,422 (74,767) 127,422 544 78,621 

Operating Transfers In (Out) (21,8161 83,450 0 0 61,634 

Net Change in Cash Balances 3,606 8,683 127,422 544 140,255 

Cash Balances Beginuung of Year 0 0 86,207 3,560 89,767 

Cash Balances End of Year 

Cash Basis Fund Balances 
Unreserved $3,606 $8,683 $213,629 $4,104 $230,022 

See Accompanying Independent Auditors' lleport. 



CITY OF CHARLES CITY 
Cl~arles City, Iowa 

SCHEDULE OF INDEBTEDNESS 
Year Ended June 30,2010 

Date of 
Obligatio~l Issue 
General Oblieation Bonds: - 

Corporate Pupose 
Corporate Purpose 
Refnnding 
Refunding 
Refunding 
Corporate Purpose 
Corporate Purpose 
Refunding 
Street Iinprove~ne~~t 
St~eet Inlproveinent ((Forgiveable) 

Total General Obligation Bonds 

General Obligatio~l Notes 
Corporate Purpose 
Coiporate Purpose 
Coiporate Pu~yose 

Total General Obligation Notes 

Revenue Bonds 
Urban Renewal 
Water Utility 
Sewer Utility 
Urban Renewal 
Water 2004B 
Tax Increnlent Fina~cing 
Water Pollution Control 
Water Revenue 
Water Revenue 
Water Revenue (Forgiveable) 

Total Revenue Bonds 

Revenue Notes 
Urban Renewal 

Lease Purchase Agreement (Valero) 

Interest 
Rates 

2.85-4.20% 
3.50-4.50 
2.60-3.25 
3.50-4.00 
3.10-3.75 
4.30-5.00 
2.45-3.65 
2.45-3.15 
3.00 
3.00 

Amou11t 
O~iginally 

Issued 

* Maxi111ui11 Amount 

See Acco~npanying Indepe~~dent Auditors' Report. 



Schedule 3 

Issued Redeemed 
Balance Duriilg During Balance Interest 
7-1-09 Year Year 6-30-10 Paid 

$660,000 $0 $355,000 $305,000 $26,140 
62,000 0 15,000 47,000 2,662 

490,000 0 160,000 330,000 14,957 
1,050,000 0 95,000 955,000 39,270 
1,620,000 0 170,000 1,450,000 55,955 

545,000 0 20,000 525,000 25,595 
320,000 0 10,000 310,000 10,857 
610,000 0 150,000 460,000 17,495 

0 186,785 0 186,785 1,634 
0 547,687 0 547,687 0 

-- $5,357,000 $734,472 $975,000 $5,116,472 $194,565 



Schedule 4 
CITY OF CHARLES CITY 

Charles City, Iowa 

Schedule of Bond and Note Maturities 
June 30,2010 

2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 

Total 

Year el id in^ 

3.75 35;000 3.50 120;000 
3.75 35,000 3.60 220,000 
4.00 35,000 3.70 250,000 
4.00 40,000 3.80 250,000 
4.20 40,000 0.00 0 
4.20 40,000 0.00 0 
4.20 45,000 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 

$305,000 $955,000 

General Obligatioii Bol~ds 
Refmnding Coiyorate Purpose 

Issued 6-1-08 Issued 7-1 1-07 
Interest - 

June 30, Rates Amount Interesl Rates Amount 
2011 3.20% $175,000 4.40% $35,000 
2012 3.30 185.000 4.45 35.000 

2024 
2025 
2026 
2027 
2028 
2029 
2030 

Total 

See Acco~~lpai~ying Indepe~~dent Auditors' Report. 
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Schedule of Bond and Note Maturities (Continued) 

General Obligation Bonds 
Coxporate Pu~pose Refunding Street Improvement Street Improve~nent 

Issued 2-1 8-03 Issued 7-1-03 Issued 2-16-10 Issued 2-16-1 0 
Year Ending Interest Interest Interest Interest . 

June 30, Rates Amount Rates Alnount Rates Amount Rates Amount 
2011 4.25% $15,000 3.10% $165,000 3.00% $7,437 3.00% $13,687 
2012 4.40 16,000 3.25 165,000 3.00 7.660 3.00 21,000 
2013 
2014 
2015 
2016 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 

Total 

General Obligation Bonds 
Corporate Purpose - Refunding -- 

- Issued 5-15-08 Issues 5-15-08 
Year Endine Interest Interest 

June 30, Rates Amount Rates Amount Total 
2011 3.00% $10,000 2.75% $110,000 $681,124 
2012 3.00 10,000 2.90 110,000 704,660 
2013 3.00 40.000 3.00 120,000 694,890 

2025 
2026 
2027 
2028 
2029 
2030 

Total 



Schedule of Bond and Note Maturities (Continued) 

Issued 5-29-03 Issued 12-18-08 Issued 9-30-09 
Year Ending Interest Interest 

June 30, Interest Rates Aniount Rates Amount Rates Aniou~lt Total 
2011 4.00% $20.000 5.50% $9.000 3.80% $121,806 $150,806 

2029 
2030 

Total 

Year Ending - 
-- June 30, 

2011 
2012 

2027 
2028 
2029 
2030 

Total 

- Revenue Note 
Urban Renewal 
Issued 11-1-05 

Interest 
Rates Amount 
2.00% $8,979 
2.00 9.156 



Schedule of Bond and Note Maturities (Continued) 

Revel~ue Bonds 

- Water Utility Sewer Utility 
Issued 3-1 3-03 Issued 7-1-03 

Year Endine Interest Interest 
June 30, Rates An~ount Rates Amount 
2011 4.00% $60,000 3.00% $126,000 
2012 4.00 65.000 3.00 130.000 

2030 
Total 



Schedule of Bond and Note Maturities (Continued) 

Revenue Bonds 
Urban Renewal Water 2004B Tax Increment Financing- 
Issued 12-23-03 Issued 7-8-04 Issued 1-10-05 

Year Ending Interest Interest 
June 30, Interest Rates l r iount  Rates Amount Rates Arnount 

2011 4.00% $8,700 4.50% $20.000 4.50% $12.000 

Total 

Year Endim - 
June 30, 

201 1 
2012 

2029 
2030 

Total 

4.00 9,100 4.50 20;000 
4.00 9,400 4.50 20,000 
4.00 9,700 4.75 25,000 
4.00 10,100 4.75 25,000 
4.00 10,500 4.75 25,000 
4.00 11,100 5.00 25,000 
4.00 11,500 5.00 25,000 
4.00 11,900 5.00 30,000 
4.00 12,500 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 
0.00 0 0.00 0 

-- $1 0 4 , 5 0 0  $215,000 

Revenue Bonds 
Water Revenue -- Water 2004B - 

- Issued 11-18-09 Issued 1-3-10 
Interest 

Interest Rates Aniount Rates - Arnount 
3.00% $12,505 3.00% $5,000 
3.00 13.000 3.00 4.000 



Schedule of Bond and Note Maturities (Continued) 

Revenue Bonds 
Water Pollution Control Water 2010 

Issued 1-1 0-05 Issued 2-1 1-09 
Year Endine Interest Interest 

June 30, Rates Amount Rates Atnount Total 
2011 3.50% $12,000 3.00% $1,000 $257,205 
2012 3.50 12.000 3.00 1 .000 268.100 

2024 
2025 
2026 
2027 
2028 
2029 
2030 

Total 

See Accoi~~pa~~ying Iilldepel~deilt Auditors' Report. 



Schedule of Bond and Note Maturities (Continued) 

- Lease Purchase Agreement 
Valero 

Issued 12-5-06 
Year Ending Interest 

June 30, Rates Amount 
2011 5.70% $89,609 
2012 5.70 94.853 

2030 
Total 



CITY OF CIIAR1,ES CITY 
Charles City, Iowa 

SCHEDULE OF RECEIPTS BY SOURCE AND DISBURSEMENTS 
BY FUNCTION - ALL GOVERNMENTAL FUNDS 

For the Last Six Years 

Receipts: 
Property Tax 
Tax hlcreinei~t Fi~inailcing Collectioils 
Other City Tax 
Liceilses & Pennits 
Use of Moiley & Propeity 
Iiltergovenl~neiltal 
Cllarges for Services 
Special Assessine~~ts 
Miscellaneous 

Total Receipts 

Disburseille~~ts: 
Operating: 

Public Safety 
Public Works 
Health & Social Services 
Culture & Recreation 
Coil~i~luility and Ecoiloinic 
General Govermnei~t 

Debt Service 
Capital Projects 

Total Disburseinel~ts 

See Accoinpail~i~g Independent Auditors' Report. 
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Unaudited - 
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CITY OF CHAlUES CITY 
Charles City, Iowa 

Schedule 6 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
Year Ended June 30,201 0 

Agency 
CFDA Pass-Tluough Progran 

GrantorIPrograin Title Number Nunber Expenditures 
Direct: 

U.S. Department of Agricult~~re 
Co~n~nunity Facilities Prograin 10.766 $87,500 

U.S Department of Housing and Urban Developmei~t 
Public and Indian Housing 14.850 KC-9056 203,806 

Section 8 Housing Clloice Voucl~ers 14.871 KC-9079V 676,156 

Public Housillg Capital Fund 
Fiscal Year 2008 14.872 IA05P00250108 21,036 
ARRA-Fiscal Year 2009 

U.S. Deyaitment of Justice: 
~ulleGroof vest Paitnersl~ip Prograin 16.607 659 

Corporation for National and Conl~nuility Sewice: 
Foster Grandparent Prograin 94.011 09SFNIA005 293,801 

Total Direct 1,503,030 

I~~direct: 

U.S. Department of Agriculture 
Iowa Department of Natural Resources - Division 

of Conseivation and Recreation Forestry 
Bureau Cooperative Volunteer Fire Assistance 
Program 10.664 

Federal I-Iighway Administration 
Iowa Depmbnent of Transportation 

Highway Plam~ing and Construction 20.205 STP-U-1242-(609)-70-34 18,757 

National Highway Traffic Safety Administration: 
Iowa Department of Public Safety: 

Traffic Safety Bureau: 
Seat Belt Use Incentive Ccant 20.604 



SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED) 

Agency 
CFDA Pass-Through Program 

GrantorIProgranl Title Nuinber Nuinber Expenditures 
Indirect (Continued): 

Environlnental Protectioil Agency 
ARRA - Capitalization Grants for Clean 

Water - State Revolving Fulds 66.458 CS-CWlOll $734,472 
A R M  - Capitalization Grants for Drinking 

Water - State Revolviilg Funds 66.468 CS-FS-34-10-DWSRF-030 100,000 

U.S. Departnient of Education 
Iowa Department of Trai~sportation 

ARRA - State Fiscal Stabilization Fund (SFSF) 
Gover~uneilt Services, Recovery Act 84.397 

U.S. Department of Homeland Security: 
Iowa Department of Public Defense: 

Iowa Homeland Security and Enlergency 
Management Division: 
Disaster Grants - Public Assistance 97.036 FEMA-1763-DRIA 1,274,219 
(Presidentially Declared Disasters) 

Hazard Mitigation Prograni 97.039 HMPG-DR-1763-0043-01 137,734 
Hazard Mitigation Pro yanl 97.039 HMPG-DR-1763-0045-01 -, 288,844 

426,578 
Total Indirect 2,571,355 

Total $4,074,385 

Basis of Presentation - The Sclledule of Expenditures of Federal Awards includes the federal grant activity 
of the City of Charles City and is presented in coilfonnity with an other coinprehei~sive basis of accounting. 
The infoilnation on this schedule is presented in accordance with the requirenlents of OMB Circular A-133, 
Audits of States, Local Governments, and Non-Projt Ougarzizalio7zs. Therefore, some runounts presented in 
this schedule inay direr from amounts presented in, or used in the preparation of the basic financial 
statements. 

See accomnpanying independent auditors' report. 



3 Gardiner Thornsen 
Certified Public Accountants 

Independent Auditors' Report on Internal Control over Financial 
Reporting and on Compliance and Other Matters Based on an 
Audit of Financial Statements Performed in Accordance with 
Goverlznzent Auditing Standards 

To the Honorable Mayor and 
Members of the City Council: 

We have audited the accoinpanying financial statements of the govermnental activities, the 
business type activities, each major fund and the aggregate remaining fund infoilnation of the 
City of Charles City, Iowa, as of and for the year ended June 30, 2010, which collectively 
comprise the City's basic financial statements listed in the table of contents, and have issued our 
report thereon dated December 16, 2010. Our report expressed unqualified opinions on the 
financial statements which were prepared in conformity with an other comprehensive basis of 
accounting. We conducted our audit in accordance with U.S. generally accepted auditing 
standards and the standards applicable to financial audits contained in Goverlz~izerzt Auditing 
Standal*ds, 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 Charles City'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 Charles City's internal control over financial 
reporting. Accordingly, we do not express an opinion on the effectiveness of the City of Charles 
City's internal control over financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose 
described in the preceding paragraph and was not designed to identify all deficiencies in internal 
control over financial reporting that might be significant deficiencies or inaterial weaknesses 
and, therefore, there can be no assurance all deficiencies, significant deficiencies or material 
weaknesses have been identified. However, as described in the accompanying Schedule of 
Findings and Questioned Costs, we identified certain deficiencies in internal control over 
financial reporting that we consider to be material weaknesses and other deficiencies we consider 
to be significant deficiencies. 
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A deficiency in internal coiltrol exists when the design or operation of the control does not allow 
inmageinent or anployees, in the norn~al course of perfor~ning their assigned fiu7ctions, to 
prevent or detect and correct misstate~nei~ts on a tiinely basis. A inaterial wealmess is a 
deficiency, or coinbinatioi1 of deficiencies, in intenial control such that there is a reaosonable 
possibility a inaterial misstatement of the City of Charles City's financial statenlents will not be 
prevented or detected and corrected on a timely basis. We consider the deficiei~cies in iilteriial 
coiltrol described in Part I1 of the acco~npailying Schedule of Findings and Questioned Costs as 
iteills 11-A-10 and 11-B-10 to be material weaknesses. 

A significmt deficiency is a deficiency, or coinbillation of deficiencies in iilternal control, whicll 
is less severe than a anaterial weakness, yet inlpoitant enough to merit attention by those charged 
with governance. We consider the deficiencies described in Part 11 of the accomnpanying 
Scl~edule of Filldings and Questioned Costs as item 11-C-10 to be sigilificant deficiencies. 

Coinpliance and Other Matters 

As part of obtaiilillg reasonable assurance about wl~etl~er the City of Charles City's financial 
statements are free of inaterial inisstatement, we performed tests of its coinpliance with certain 
provisions of laws, regulations, contracts and grant agreeineilts, lion-coinplia~lce with wliicl~ 
could have a direct and inaterial effect on the deterlliination of finalcia1 stateinent au~~ouilts. 
However, providing ail opinioil on complia~~ce wit11 those provisiolls was not a11 objective of our 
audit aiid, accordingly, we do not express such an opi~lion. The results of om tests disclosed no 
instauces of non-compliance that are required to be reported under Governrneizt Auditing 
Standards. However, we noted certain iinmaterial instances of non-coinpliai~ce or other matters 
that are described in Part IV of the accomnpanying Schedule of Findings and Questioned Costs. 

Coinn~ei~ts iiivolving statutory and other legal matters about the City's operatioils for the year 
ended June 30, 2010 are based exclusively on knowledge obtained fi-om procedures perfoilned 
during our audit of the financial statenients of the City. Since our audit was based on tests and 
samples, not all transactions that might have had iinpact on tlie cornilieilts were necessarily 
audited. The coininents involving statutory and other legal inatters are not intended to coustitute 
legal interpretations of those statutes. 

The City of Charles City's responses to findings identified in our audit are described in the 
acconlpalying Sclledule of Findings and Questioiled Costs. While we have expressed om 
conclusioi~s on the City's responses, we did riot audit the City of Charles City's responses and, 
accordingly, we express no opinion on tliein. 

This report, a public record by law, is intended solely for the infoilnatioil and the use of the 
officials, e~liployees and citizens of the City of Charles City and other parties to whom the City 
of Charles City nlay report including federal awarding agencies and pass-tl~ougli entities, aiid is 
not intended to be aiid should not be used by anyone other tlian these spccified parties. 



We would like to acknowledge the maily courtesies and assistai~ce extended to us by perso~u~el 
of the City of Charles City during the course of our audit. Should you have any questioils 
co~lcerning ally of the above matters, we shall be pleased to discuss them wit11 you at your 
conveilience. 



3 Gardiner Thomsen 
Certified Public Accountants 

Independent Auditors' Report on Compliance with Requirements 
Applicable to each Major Program and on Internal Control Over 
Compliance in Accordance with OMB Circular A-133 

To the Honorable Mayor and 
Members of the City Council 

City of Charles City, Iowa 

Comvliance 

We have audited the compliance of the City of Charles City, Iowa, with the types of coinpliance 
requirements described in the U.S. Ofice of Managenzerzt and Budget (OMB) Circular A-133 
Compliance Supplelnent that are applicable to its major federal programs for the year ended June 
30, 2010. The City of Charles City's major federal programs are indentified in Part I of the 
accompanying Schedule of Findings and Questioned Costs. Compliance with the requireinents 
of laws, regulations, contracts and grant agreements applicable to its inajor federal programs is 
the responsibility of the City of Charles City's management. Our responsibility is to express an 
opinion on the City of Charles City's compliance based on our audit. 

We conducted our audit of compliance in accordance with U.S. generally accepted auditing 
standards, the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, 
Audits of States, Local Governnzerzts and Non-ProJit Organizations. Those standards and OMB 
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about 
whether non-compliance with the types of compliance requirements referred to above that could 
have a direct and material effect on a major federal program occurred. An audit includes 
examining, on a test basis, evidence about the City of Charles City's compliance with those 
requirements and performing such other procedures as we considered necessary in the 
circumstances. We believe our audit provides a reasonable basis for our opinion. Our audit does 
not provide a legal determination of the City of Charles City, Iowa's compliance with those 
requirements. 

In our opinion, the City of Charles City complied, in all material respects, with the requirements 
referred to above that are applicable to each of its inajor federal programs for the year ended 
June 30,2010. 
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Internal Coigrol Over Comnpliance 

The manageinent of the City of Charles City is responsible for establishing and maiiltaii~ing 
effective intellla1 control over conlpliaiice with the requiren~ents of laws, regulations, contracts 
and grant aagrelnents applicable to federal programs. In planning and perfolnling our audit, we 
considered the City of Charles City's interllal control over coinpliance with requirements that 
could have a direct and material effect on a major federal program in order to determine our 
auditing procedures for the purpose of expressing our opiilioil on comnpliance and to test and 
repod on intellla1 coiltrol over colnpliance in accordance with OMB Circular A-133, but not for 
the purpose of expressing an opinioll on tlie effective~~ess of internal colitrol over complia~~ce. 
Accordingly, we do not express an opinion on the effectiveness of the City of Charles City's 
inte~nal control over compliance. 

A deficiency in intenla1 control over comnpliance exists when the design or operation of a co~itrol 
over comnpliance does not allow managelnei~t or enlployees, in the normal course of perfonlzing 
their assigned functions, to prevent or detect and correct noncomnplia~~ce with a type of 
conipliance requirenlei~t of a federal program on a tinlely basis. A inaterial weakness in internal 
control over colnpliance is a deficiency, or conlbination of deficiei~cies, in internal control over 
coinpliance such that there is a reasonable possibility noncolnpliance with a type of comnpliance 
requirenlent of a federal prograin will not be prevented or detected and conected on a timely 
basis. 

Our consideration of internal colltrol over compliance was for the limited purpose described in 
tlie first paragraph of this section and was not designed to identify all deficiencies in internal 
control over coinpliance that might be deficiencies, significant deficiencies or material 
wealu~esses. We did not identify any deficiencies in inteinal control over conlpliance that we 
coilsider to be ~naterial weaknesses as defined above. 

This report, a public record by law, is intended solely for the information and use of t l~e  officials, 
employees and citizens of City of Charles City and other parties to whoin the City of Charles 
City may report including federal awarding agencies and pass-tlxougl~ entities, and is not 
intended to be and should not be used by anyone other thail these specified parties. 



City of Charles City 
Charles City, Iowa 

Schedule of Findings and Questioned Costs 

Year Ended June 30,2010 

Part I: Summary of the Independent Auditors' Results: 

a. Unqualified opiniolls were issued on the fina~lcial staterne~lts wl~ich were prepared on 
the basis of cash receipts and disbursements, wl~icl~ is a comnprehensive basis of 
accounting other than U.S. generally accepted accounting principles. 

b. Significant deficiencies in internal colltrol over financial reporting were disclosed by 
the audit of the financial statements, including mate~ial weaknesses. 

c. The audit did not disclose any non-compliance wllicl~ is material to the financial 
statelllents. 

d. An unqualified opinion was issued on conlpliance with require~ne~~ts applicable to the 
major program. 

e. The nlajor programs were CFDA Nuillbers 66.458 - ARRA - Capitalization Grants 
for Clean Water - State Revolving Funds, 97.036 - Disaster Grants - Public 
Assistance (Preside~~tially Declared Disaster), 97.039 - Hazard Mitigation Grant 
Program and 94.01 1 - Foster Grandparent Progra~n. 

f. The dollar tl~eshold used to distillguisll between Type A and Type B progran~s was 
$300,000. 

g. The City of Charles City did not qualify as a low-risk auditee. 

Part 11: Findings Related to the Financial Statements: 

INTERNAL CONTROL DEFICIENCIES: 

11-A-10 m a t i o n  of Duties - One important aspect of internal col~trol is the segregation of 
duties among employees to prevent an individual e~llployee from handling duties 
wl~ich are incomnpatible. We noted that certain f~mctions are not entirely segregated. 

Recornnzendatioiz - We realize that wit11 a limited ilunber of office e~nployees, 
segregation of duties is difficult. However, the City should review its colltrol 
procedures to obtain the maxirnunl internal colltrol possible under the c i r c~~~~ l s t a~~ces .  

Respolzse - We will review the procedures as suggested. We are in the process of 
cross training enlployees to further segregate duties. 



City of Charles City 
Charles City, Iowa 

Schedule of Findings and Questioned Costs (Continued) 

Year Ended June 30,2010 

Part 11: Findings Related to the Financial Statements (Continued): 

Corzclusion - Response acknowledged. The City should segregate duties to the extent 
possible with existing personnel and utilize administrative personnel to probide 
additiotial control tlxough review of financial transaction and reports. 

11-B-10 Preparation of Full Disclosure Financial State~nentz - h~temal controls over financial 
reporting include the actual preparatioi~ and review of financial stateine~~ts, includiilg 
footnote disclosure, for external reporting, as required by an other comprehensive 
basis of accounting. Tlze City of Charles City does not have the iriterilal resources to 
prepare the full-disclosure financial stateinents required by an otl~er comprehensive 
basis of accounting for external reporting. While this circunstance is not uncoillinon 
for nlost governn~ental entities, it is the responsibility of managenlent and those 
charged wit11 govenlailce, to prepare reliable financial data, or accept the risk 
associated with this condition because of cost or other considerations. 

Recomnze~zdatio7z - We recognize that with a linlited iluinber of office employees, 
gaining sufficient knowledge and expertise to properly select and apply accounting 
principles and prepare full disclosure financial statements for external reporting 
purposes is difficult. However, we reconlinend that City officials continue to review 
operating procedures and obtain the interi~al expertise needed to handle all the aspects 
of exteimal financial reporting, rather than rely on exteinal assistance. 

Resporase -We recognize om limitations, however it is not fiscally responsible to add 
additional staff at this time. 

Conclusio7z - Response acknowledged. 

11-C-10 Credit Card Policy - Tl~e  City has several credit cards for use by varions enlployees 
for city business. The City does not have a credit card policy to regulate the use of 
credit cards. 

Reconz~izendatio~z - The City should adopt a written credit card policy to regulate the 
use of Credit Cards by city officials and enl~ployees. 

Respolzse -We will coi~sider developing aild inlplementing a credit card policy. 

Conclusion - Response accepted. 

INSTANCES OF NON-COMPLIANCE: 

No matters were reported. 



City of Charles City 
Charles City, Iowa 

Schedule of Findings and Questioned Costs (Continued) 

Year Ended June 30,2010 

Part 111: Findings and Questioned Costs for Federal Awards: 

INSTANCES OF NON-COMPLIANCE: 

CFDA Number 66.458 - ARRA-Capitalization Grants for Clean Water-State Revolving 
Funds, 97.036 - Disaster Grants-Public Assistance (Presidentially Declared Disasters), 
97.039 -Hazard Mitigation Program, and 94.011 - Foster Grandparent Program. 

No matters were reported. 

INTERNAL CONTROL DEFICIENCIES: 

CFDA Number 66.458 - ARRA-Capitalization Grants for Clean Water-State Revolving 
Funds, 97.036 - Disaster Grants-Public Assistance (Presidentially Declared Disasters), 
97.039 - Hazard Mitigation Program and 94.011 - Foster Grandparent Program. 

No matters were reported. 

Part IV: Other Findings Related to Required Statutory Reporting: 

IV-A-10 Certified Budret - Disburse~neiits during the year ended June 30, 2010, exceeded the 
amounts budgeted in the Debt Savice function. Chapter 384.20 of tlie Code of Iowa 
states in past, tliat "Public lnoiiies nlay not be expended or eilcuinbered except under 
ail annual or continuing appropriation." 

Reconznzendutioiz - The budget should have been amended in sufficient amounts in 
accordance with Chapter 384.18 of the Code of Iowa before disbursenlents were 
allowed to exceed the budget. 

Response -The budget will be unei~ded in tlie future, if applicable. 

Conclusion - Response accepted. 

IV-B-10 Questioiiable Disburseinents -- No disburse~nents were noted tliat do not meet the 
requireine~~ts of public purpose as defined in a11 Attorney General's opinioil dated 
April 25, 1979 since the public benefits to be derived have not been clearly 
documented. 

IV-C-10 'Travel Exyeiise -No disbursements of City nloney for travel expenses of spouses of 
City officials or enlployees were noted. 



City of Charles City 
Charles City, Iowa 

Schedule of Findings and Questioned Costs (Continued) 

Year Ended June 30,2010 

Part IV: Other Findings Related to Required Statutory Reporting, (Continued): 

IV-D-10 Busiiless Transactions - Rusiiless tra~lsactions between the City and City officials or 
elnployees are detailed as follows: 

Name, Title & Busi~~ess Transaction 
Coiulection Descriptioil Amount 

Ginny Titus, Deputy City Clerk 
Husba~~d is owiler of Titus Lock Service Lock Repair ai~d Maintena~ce $333 

Dave Boehmer, Assistant Fire Chief 
Wife is a lai~dlord for Sectioil8 Housing Landlord Services 2,208 

Trudy O'Donnell, City Clerk Stipend and Travel 
Mother, Elizabeth Fox, is Foster Grandpare~~t Reill~burseillei~t 1,881 

Curt Teeter, Fire Department Other Supplies, Mugs, 
Father is owner of Teeter's Specialty Fire Extiilguisher Decals 1,959 

Marty Parcher, Fire Department 
Owner of Parcher Eilterprises 

Jeriy Joerger, City Council 
Owner uf Yeg's Sports 

Training Materials 156 

Mailbox Nameplate, Baseball 
Plates, Recog~~ition 224 

Stacy Tynan, Library 
Father is landlord for Section 8 Housing Landlord Services 1,091 

Linn Wolf, Street Department 
Father is landlord for Section 8 Housiilg Landlord Seivices 1 1,694 

Steve Redmond, Maintenance, Housing 
Brother perfonns snow removal Coiltract for Snow Removal 485 

Sue Davis, Swimnling Pool, Swim Lesson Teacher Maiilte~~ai~ce and 
She and her l~usband own Outdoor Design, IIIC. Silow Reilloval 24,826 

Dave Boehmer, Assistant Fire Chief 
Soil owns Hometowil Constrt~ction 

Perforined Co~lstixctio~l 
for Housing 42,414 



City of Charles City 
Charles City, Iowa 

Schedule of Findings and Questioned Costs (Continued) 

Year Ended June 30,2010 

Part IV: Other Findings Related to Required Statutory Reporting (Continued): 

IV-D-10 (Continued) 

In accordance with Chapter 362.5(10) of the Code of Iowa, the transactions wit11 
Gimy Titus, Marty Parcher, Jerry Joerger, Stacy Tynan and Steve Redniond do not 
appear to represent conflicts of interest since total transactions were less than $1,500 
during the fiscal year. 

In accordance wit11 Chapter 362.5(10) of the Code of Iowa, the transactions with 
Dave Boehmer, Trudy O'Donnell, Cu t  Teeter, Sue Davis and Lilm Wolf do not 
appear to represent conflicts of interest since Dave Boelu~~er, Trudy O'Donnell, Curt 
Teeter, Sue Davis and Linn Wolf do not participate in acquiring the above services. 

Reco~nrizerzdatiorz - The City should consult legal counsel for the disposition of this 
matter. The City sl~ould refrain from couducting business with related parties. 

Response - We will refrain from conducting business wit11 related parties when 
possible. 

Corzclusio7z - Response acknowledged 

IV-E-10 Bond Coverage - Surety bond coverage of City officials and employees is in 
accordance with statutory provisions. The ainount of coverage should be reviewed 
amually to ensure that the coverage is adequate for cusrent operations. 

IV-F-10 Council Minutes - No transactions were found that we believe should have been 
approved in the council nlinutes but were not. The Council went into closed session 
on June 28, 2010. However, t l~e niinutes did not docu~nent the specific information 
regarding the closed session as required by Chapter 21 of the Code of Iowa, 
coinn~only lu~own as the ope11 nleetillgs law. 

Recornmerzdaliorz - The City should coniply wit11 Chapter 21 of the Code of Iowa. 

Response - We will colnply wit11 Code requireinents for closed sessions. 

Conclusiorz - Response accepted. 

IV-GI0 Deposits and Investments - No insta~~ces of non-compliance with the deposit and 
investment provisions of Chapter 12B and 12C of the Code of Iowa and the City's 
investmei~t policy were noted. 



City of Charles City 
Charles City, Iowa 

Schedule of Findings and Questioned Costs (Continued) 

Year Ended June 30,2010 

Part IV: Other Findings Related to Required Statutory Reporting (Continued): 

IV-H-10 Excess Fund Bala~ices - We iioted the fund balances in the Special Revenue Funds: 
Police Asset Forfeiture, CVTC Fund, 2008 Flood Fund, Local Option Sales Tax, Tax 
I~icrenle~it Financing (3), Library Trust, Public Housing Security Deposit, and Capital 
Projects - Co~munication Equipinent and Street Related Capital I~nprovemei~ts were 
in excess of disburse~ilei~ts for the cusre~~t year. 

Reconznze~zdatio~z -The City should investigate altenlatives to eliiniilate the excesses. 

Response - The Police Asset Forfeiture excess will be used to pay for future safety 
programs. The CVTC Fullds will be used for upgrades a ~ d  niaiilte~ia~~ce to the 
facility. The 2008 Flood Fund coiltaiils an advance for a large project to be coirtii~ued 
in fiscal year 201 1. Lost and street related excess Capital ili1prove1nents will be used 
up in 2011 on tlie next street project (~ilajor projects every two years). Tlie tax 
increilie~~t f i~~aicing excess will be used for bond payments and projects. The library 
oilly uses the interest on CD's for projects. The Public Housiilg Security Deposit 
FLUI~ colitains security deposits that will be retuilied to custo~ilers if certain 
require~ne~~ts are met. Colmnunication Equipme~it excess is ea~narked for future 
replace~ne~~t of equipment in the co~mnu~~icatioils center. 

Conclusiorz - Response accepted. 

IV-1-10 Revenue Bonds and Notes - Tlie City has coinplied with the revenue bond and note 
resolutions. 

IV-J-10 Fillancia1 Position - We iioted that the Special Revenue - Fire Reiireine~~t, Police 
Retire~lleiit, 2008 Housing Rehabilitation, Debt Seiliice and Capital Projects - 
Pedestrian Bridge Funds had deficit fund balances of $2,492, $9,302 $41,777, 
$25,124, $243,987 and $367, respectively at June 30,2010. 

Recorn~nendatio~a - The City should investigate altenlatives to elililillate these deficits. 

Response - The deficits in tlie Debt Service and Fire and Police Reiireine~~t will be 
addressed whe~l we do the next budget aiid we will levy extra money for tl~ern. The 
2008 Housing Rehabilitation, Pedestrian Bridge and I-Jobs Fire Station deficit will be 
resolved when we receive the money from the grants for the project. 

Co~zclusio7z -Response accepted. 



NEWS RELEASE 

Gardiner Tlioinseii, Certified Public Accouiltaiits, today released a1 audit report on t l~e  City of 
Charles City. 

Tlie City's receipts totaled $21,978,511 for the year ended June 30, 2010, a 36% increase froin 
the prior year. Tlie receipts included $2,685,813 in property tax, $1,415,525 froin tax increment 
fiiianciiig collectio~is, $6,148,473 from charges for service, $3,336,354 froin operating grants, 
coiitributions aid restricted interest, $367,765 from capital grants, contributioiis and restricted 
interest, $606,225 from local optio~i sales tax, $98,067 froin uiirestricted inveshneiit eariiiiigs, 
$6,609,379 froill Bond proceeds and $1,684,964 froin other general receipts. 

Disbursenleiits for tlie year totaled $22,261,828, a 47% increase froill the prior year, and 
included $2,739,735 for Coininunity and Ecoiiolnic Development, $2,802,953 for Public Safety, 
aiid $2,285,593 for Capital Projects. Also, disburseillei~ts for busiiless type activities totaled 
$8,966,758. 

A copy of the audit report is available for review in tlie City Clerk's Office, in the Office of 
Auditor of State and on the Auditor of State's website at 
littu:Nauditor.iowa.~ov/revoits/reports.htinl. 


