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INDEPENDENT AUDITOR’S REPORT

To the Board of Education of
Ottumwa Community School District:

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of Ottumwa Community School District, Iowa, as of and
for the year ended June 30, 2010, which collectively comprise the District’s basic financial statements listed in the table of
contents. These financial statements are the responsibility of District officials. Our responsibility is to express opinions on
these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
the significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information of Ottumwa Community School District at June 30, 2010, and the respective changes in financial position and
cash flows, where applicable, for the year then ended in conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated December 10, 2010 on our
consideration of Ottumwa Community School District’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

The Management’s Discussion and Analysis, Budgetary Comparison Information and Schedule of Funding Progress
for the Retiree Health Plan on pages 7 through 15 and 52 through 54 are not required parts of the basic financial
statements, but are supplementary information required by the Governmental Accounting Standards Board. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the information and
express no opinion on it.



Hunt & Associates, P.C. Ottumwa Community School District
Ottumwa, Iowa

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Ottumwa Community School District’s basic financial statements. We previously audited, in accordance with the
standards referred to in the second paragraph of this report, the financial statements for the five years ended June 30, 2009
(which are not presented herein) and expressed unqualified opinions on those financial statements. Other supplementary
information included in Schedules 1 through 8, including the Schedule of Expenditures of Federal Awards required by U.S.
Office of Management and Budget (OMB) Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, is presented for purposes of additional analysis and is not a required part of the basic financial statements.
Such information is the responsibility of District management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. This information has been subjected to the
auditing procedures applied in our audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements as a whole.

Oskaloosa, Iowa
December 10, 2010



Ottumwa Community School District
MANAGEMENT DISCUSSION AND ANALYSIS
For the fiscal year ended June 30, 2010

Ottumwa Community School District provides this Management’s Discussion and Analysis of its financial statements.
This narrative overview and analysis of the financial activities is for the fiscal year ended June 30, 2010. We encourage
readers to consider this information in conjunction with the District’s financial statements, which follow.

Financial Highlights

The State of Towa cut state funding to the District during 2009-10 by $4,556,744 of which $2,139,007 was backfilled
with Federal Stabilization Funds resulting in a $2,417,737 net reduction in expected State funding.

The District is receiving Federal American Recovery and Reinvestment Act (ARRA) funds for Title I, $385,653 of
which was expended in 2009-10 and Special Education Part B funds, $545,800 of which was expended in 2009-10.

The District’s General Fund Unrestricted Fund Balance declined by $408,625 to $2,022,087 on June 30, 2010, making
the District’s solvency ratio 5.02%.

The District’s property tax levy rate remained constant at approximately the average for the State of lowa.
The District showed an increase in total net assets of $1,297,586 for the year ended June 30, 2010, a 6.5% increase.

As of June 30, 2010 the District had a total government funds unrestricted fund balance of $4,276,821 or 9% of 2009-10
expenditures. Unrestricted balances by fund are as follows: General Fund $2,022,087, Capital Projects Fund $1,453,730,
Student Activities Fund $588,256 and Management Fund $212,748.

The District completed a $14 million dollar addition and renovation project to the middle school and moved all sixth
graders to that facility in the fall of 2009.

Overview of the Financial Statements

This Discussion and Analysis is intended to serve as an introduction to the Ottumwa Community School District’s basic
financial statements. The District’s basic financial statements comprise three components: 1) district-wide financial
statements, 2) fund financial statements and 3) notes to the basic financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.

District-wide financial statements .The district-wide financial statements are designed to provide readers with a broad
overview of Ottumwa Community School District’s finances in a manner similar to a private-sector business.

The statement of net assets presents information on all of the Ottumwa Community School District’s assets and
liabilities, with the difference between the two reported as net assets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the District is improving or deteriorating.

The statement of activities presents information showing how the District’s net assets changed during the most recent
fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items
that will only result in cash flow in future fiscal periods (e.g. uncollected taxes and earned but unused vacation leave).

Both of the district-wide financial statements reflect functions of the Ottumwa Community School District that are
principally supported by taxes and intergovernmental revenues (governmental activities). The governmental activities of
the district include instruction, support services, non-instructional programs, operation and maintenance of plant, student
transportation and capital construction. Business-type activities are those that the District charges a fee to help cover the
cost, such as school nutrition, before and after school child care and student construction.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The District uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the District can be divided into three categories:
governmental funds, proprietary funds and fiduciary funds.
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Governmental funds. Governmental funds are used to account for essentially the same function reported as
governmental activities in the district-wide financial statements. However, unlike the district-wide financial statements,
governmental fund financial statements focus on the near-term inflows and outflows of spendable resources, as well as
on balances of spendable resources available at the end of the fiscal year. Such information may be useful in evaluating
the district’s near-term financial requirements.

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

The District maintains five individual governmental funds. Information is presented separately in the governmental fund
balance sheet and in the governmental funds statement of revenues, expenditures, and changes in fund balances for the
General Fund, Debt Service Fund, and Capital Projects Funds which are considered to be major funds. Data from the
other governmental funds is combined into a single, aggregated presentation.

Proprietary funds. Proprictary funds are used to account for activities that are the same as private business activities.
Proprietary funds are reported in the same manner as the district-wide statements. The District has two types of
proprietary funds: enterprise and internal service. The District has three enterprise funds: School Nutrition, Youth Care
and Student Construction. The District maintains one internal service fund to account for the premium and claim
payments for the self-funded health and dental plans of the District.

Fiduciary funds. The District is the trustee, or fiduciary, for assets that belong to others. These funds include Private-
Purpose Trust and Agency funds. The District has one Private-Purpose Trust Fund to account for outside donations for
scholarships for individual students in this fund.

Notes to the financial statements. The financial statements also include notes that explain some of the information in
the statements and provide more detailed data. The statements are followed by a section of required supplementary
information that further explains and supports the financial statements with a comparison of the District’s budget for the
year.

Figure A-1 shows how the various parts of this annual report are arranged and relate to one another.

Figure A-1
Ottumwa Community School District Annual Financial Report

Management's A . Required
Discussion Basic Financial Supplementary
. Statements .
and Analysis Information

Summary 4 > Detail




Figure A-2 summarizes the major features of the District’s financial statements, including the portion of the District’s
activities they cover and the types of information they contain. The remainder of this overview section of the
management’s discussion and analysis highlights the structure and contents of each of the statements.

Figure A-2

Major Features of the District-Wide and Fund Financial Statements
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Net Assets — Table 1 below provides a summary of the District’s net assets for the year ended June 30, 2010 compared

to June 30°2009.

Table 1-Net Assets

ASSETS
Current and other assets
Capital assets
Total assets

LIABILITIES
Long-term liabilities
Other liabilities

Total liabilities

NET ASSETS

Invested in capital assets
Net of debt
Restricted
Unrestricted

Total Net Assets

Business Type

Governmental Activities Activities Total District
June 30 June 30 June 30
2010 2009 2010 2009 2010 2009

$25.521,541 $25,366,925 867,603 739,081 $26,389.144  $26,106,006
27,118,711 27,770,205 442.170 479.874 27,560,381 28,250,079
52,640,252 53,137,130 1,309,773 1,218,955 53,950,025 54,356,085
16,047,771 17,446,604 6,050 6,050 16,053,821 17,452,654
16,493,812 16,788,883 177,836 187,578 16,671,648 16,976,461
32,541,583 34,235,487 183,886 193,628 32,725,469 34,429,115
12,343,711 10,970,205 442.170 479.874 12,785,881 11,450,079
5,536,891 4,994 888 5,536,891 4,994 888
2,218,067 2,936,550 683,717 545,453 2,901,784 3,482,003
20,098,669 18,901,643 1,125,887 1,025,327 21,224,556 19,926,970

The District’s combined total net assets increased by $1,297,586 or 6.5% for 2010. Restricted net assets are $5,536,891
and are resources that are subject to external restrictions on how they may be used. The majority of restricted assets are
for debt repayment $2,377,921 and capital projects of $1,783,730 . Unrestricted net assets are $2,901,784 and may be

used to meet the district’s ongoing obligations to students and creditors. Unrestricted assets declined during the year by
$580,219 due to State funds being reduced after the start of the fiscal year.
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Statement of Activities

Table 2 — Statement of Activities and Changes to Net Assets
Governmental Activities Business-type Activitics Total School District

2010 2009 2010 2009 2010 2009

Revenues

Program Revenues

Charges for services 1,687,770 1,690,720 1,035,870 1,116,841 2,723,640 2,807,561
Operating grants and contributions 9,884,035 7,930,792 1,376,618 1,285,310 11,260,653 9,216,102
Capital grants and contributions 230,447 30,000 230,447 30,000
General Revenues

Property and other taxes 9,772,054 9,536,076 9,772,054 9,536,076
Local option sales tax 3,450,457 3,466,778 3,450,457 3,466,778
State foundation aid 20,786,310 22,207,030 20,786,310 22,207,030
Other 172,748 349,888 3,064 5,104 175,812 354,992
Total Revenues 45,983,821 45,211,284 2,415,552 2,407,255 48,399,373 47,618,539
Expenditures

Instruction 28,041,562 26,704,722 28,041,562 26,704,722
Pupil and instructional services 3,324,641 2,900,467 3,324,641 2,900,467
Administrative and business 4,271,786 4,114,720 76,548 88,871 4,348,334 4,203,591
services

Maintenance and operations 3,615,199 3,615,561 3,615,199 3,615,561
Transportation 1,311,944 1,206,226 16,409 1,328,353 1,206,226
Other 4,193,848 3,455,558 177,718 224,598 4,371,566 3,680,156
Non instructional 27,815 13,906 2,044,317 2,024,755 2,072,132 2,038,661
Total Expenditures 44,786,795 42,011,160 2,314,992 2,338,224 47,101,787 44,349,384
Change in net assets 1,197,026 3,200,124 100,560 69,031 1,297,586 3,269,155
Net assets beginning of year 18,901,643 15,701,519 1,025,327 956,296 19,926,970 16,657,815
Net assets end of year 20,098,669 18,901,643 1,125,887 1,025,327 21,224,556 19,926,970

The District’s net assets increased by $1,297,586 for the year ended June 30, 2010, or 6.5%. District revenues rose by 1.6%, a
$780,834 increase from the previous year. Revenues from operating grants and contributions increased by $2,044,551 or
22% as the District received more federal stimulus funds, some of which replaced state funds which declined by $1,420,720
or 6.4%. Total expenditures increased by $2,752,403 or 6.2%. This increase in expenditures was due in large part to federal
funding in the area of instructional staff services which increased $422,522 or 14.6%. Expenditures for instructional services
increased by 5.0%, administrative services expenditures increased by 3.4%, transportation expenditures by 10.1% and other
expenditures by 18.8%. The large increase in other expenditures was due to an approximate $520,000 increase in
depreciation as the addition and renovation to our Middle School was completed.

State foundation aid accounted for 45% of the revenue from Governmental Activities, with local property taxes 21.3% and
operating grants and contributions 21.5% being the next largest sources of revenue. Governmental activities accounted for
95% of total district expenditures. Within the governmental activities the largest expenditures were for instructional
programs (63%), pupil and instructional services (7%) maintenance and operations (8%), administrative and business
services (9%).
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Financial Analysis of the District’s Funds

As previously noted, the Ottumwa Community School District uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental Fund Highlights

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

The District had a total government funds unreserved, undesignated fund balance of $4,276,821 or 9% of 2009-10
expenditures. By fund, the unreserved, undesignated balances were as follows: General Fund $2,022,087, Capital
Projects Fund $1,453,730 Student Activities Fund $588,256 and Management Fund $212,748.

The District had $3,768,403 of reserved fund balance on June 30, 2010, $2.614,442 in the Debt Service fund which will
be used to make future bond payments.
Proprietary Fund Highlights

The School Nutrition Fund net assets increased $87,062 to $803,876 on revenues of $2,028,975 and expenditures of
$1,941,883. Revenue increased by 4.8% while expenditures increased 1.4%.

Budgetary Highlights

In accordance with the Code of Iowa, the Board of Education annually adopts a budget, following required public notice
and hearing for all funds, except its private-purpose trust and agency funds. Although the budget document presents
functional area expenditures or expenses by fund, the legal level of control is at the aggregated functional level, not at the
fund or fund type level. The budget may be amended during the year utilizing similar statutorily prescribed procedures.
The District’s budget is prepared in accordance with generally accepted accounting principles. Both revenues and
expenditures were under budget in the General fund due to the reduction in state funding and corresponding reduction in
expenditures. A schedule showing the original and final budget amounts compared to the District’s actual financial
activity is included in the required supplementary information section of this report.

Legal Budgetary Highlights

The District’s total actual revenues were approximately $1,800,000 or 3.7% less than the total budgeted receipts, this
was due in most part to the reduction in state funds for 2009-10. Total expenditures were approximately $3,600,000 less
than budgeted, a variance of 7.1%. This variance in expenditures was due mainly to construction projects budgeted but
actually completed in another fiscal year..
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Capital Asset and Debt Administration

Capital Assets
Governmental Activities Business- Type District
Total
2010 2009 2010 2009 2010
Land 472,677 472,677 472,677
Construction in progress 14,817,418
Buildings 45,617,528 30,038,316 45,617,528
Improvements non Bldgs 858,152 779,752 858,152
Furniture and Equipment 746,047 741,063 892,135 878,410 1,638,182
Total Capital Assets 47,694,404 46,849,226 892,135 878410 48,586,539

Accumulated Depreciation 20,575,693 19,079,021 449,965 398,536 21,025,658
Capital Net Assets 27,118,711 27,770,205 442,170 479,874 27,560,881

The District completed an addition/renovation project at our middle school that was put into operation in the fall of 2010.

Long-Term Debt

Outstanding Net Change Outstanding
2009 2010 2010
Early Retirement & Compensated Absence 412,753 376,865 789.618
General Obligation Bonds 1998 4,800,000 -710,000 4,090,000
Sales and Service Tax Bonds 12,000,000 -1,315,000 10,685,000
Net OPEB Liability 233,851 249,302 483,153
Total 17,446,604 -1,398,833 16,047,771

Economic Factors Bearing on the District’s Future

The State of lowa has experienced a significant economic downturn that has severely hampered its ability to fund
schools at the level set by legislation. For the year ended June 30, 2009 the Governor ordered a 1.5% across the board cut
in state funds and used federal stimulus funds to replace state dollars for education. In the fall of 2010 the Governor
ordered an additional 10% across the board cut for the 2009-10 fiscal year. For 2010-11 the State set allowable growth at
2% but underfunded the State share of this increase by $1,447,500 for Ottumwa CSD.

The Revenue Estimation Conference report in December of 2010 estimated larger increases in state revenue for both this
fiscal year and next than earlier estimates

The District’s enrollment should be expected to continue to decrease at a 1-2% annual decline based on current trends.
The District’s decline in enrollment has been slightly less than that experienced by surrounding rural school districts.

Three of the District’s labor contract will be open for 2011-12, Teachers, Custodial/Maintenance and Food Service.

Effective July 1* 2011 contributions to the Iowa Public Employees Retirement System (IPERS) will be increasing 2%,
1.12% for the District and .88% for the Employee. Future increases will be limited to maximum of 1% annually.

The District anticipates that it will refinance some of its long term debt obligations during 2010-11 to a more favorable
interest rate.

14



Contacting the District’s Financial Management

This financial report is designed to provide the District’s citizens, taxpayers, customers, investors and creditors with a
general overview of the District’s finances and to demonstrate the District’s accountability for the money it receives. If
you have questions about this report or need additional financial information, contact John Donner, Business Manager,
Ottumwa Community School District, 422 McCarroll Drive, Ottumwa, lowa, 52501.
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OTTUMWA COMMUNITY SCHOOL DISTRICT

STATEMENT OF NET ASSETS
June 30, 2010

Assets

Cash and pooled investments
Receivables:
Property tax:
Current year
Succeeding year
Accounts
Due from other governments
Inventories
Prepaid expenses (note 4)
Capital assets, net of accumulated depreciation (note 5)

Total assets
Liabilities

Accounts payable
Salaries and benefits payable
Claims incurred but not reported
Accrued interest payable
Deferred revenue:
Succeeding year property tax
Other
Long-term liabilities (notes 6 and 7):
Portion due within one year:
Early retirement
Bonds payable
Compensated absences
Portion due after one year:
Early retirement
Bonds payable
Net OPEB liability

Total liabilities

18

$

Exhibit A

Page 1 of 2
Governmental  Business-type

Activities Activities Total
12,999,492 $ 562,607 $ 13,562,099
233,260 - 233,260
10,440,053 - 10,440,053
45,496 - 45,496
1,436,264 - 1,436,264
36,976 304,996 341,972
330,000 - 330,000
27,118,711 442,170 27,560,881
52,640,252 1,309,773 53,950,025
1,022,378 34,557 1,056,935
4,283,033 131,804 4,414 837
235,000 - 235,000
236,522 - 236,522
10,440,053 - 10,440,053
276,826 11,475 288,301
186,788 - 186,788
2,715,000 - 2,715,000
182,749 - 182,749
420,081 - 420,081
12,060,000 - 12,060,000
483,153 6,050 489,203
32,541,583 183,886 32,725,469




OTTUMWA COMMUNITY SCHOOL DISTRICT

Net Assets

Invested in capital assets, net of related debt
Restricted for:

Categorical funding (note 11)

Other special revenue purposes

Debt service

Capital projects
Unrestricted

Total net assets

See notes to financial statements.

STATEMENT OF NET ASSETS
June 30, 2010

19

Governmental
Activities

Exhibit A
Page 2 of 2

Business-type
Activities Total

$ 12,343,711 $

786,984

588,256
2,377,921
1,783,730
2,218,067

442,170 $ 12,785,881

- 786,984
- 588,256
- 2,377,921
- 1,783,730
683,717 2,901,784

$ 20,098,669 $

1.125.887 $ 21.224.556




OTTUMWA COMMUNITY SCHOOL DISTRICT

STATEMENT OF ACTIVITIES
Year Ended June 30, 2010

Program Revenues
Operating
Grants,
Contributions  Capital Grants
Charges for  and Restricted and
Functions/Programs Expenses Services Interest Contributions
Governmental Activities:
Instruction 28.041.562 $  1.660.706 $  7.776.060 $ -
Support services:
Student services 1,541,138 128,289 -
Instructional staff services 1,783,503 149,074 -
Administration services 4,271,786 27.064 - -
Operation and maintenance of plant services 3,615,199 12,267 -
Transportation services 1,311,944 48874 -
12,523,570 27,064 338,504 -
Non-instructional programs 27.815 - -
Other expenditures:
Facilities acquisition 206,036 - 230,447
Long-term debt interest and fiscal charges 662,234 - -
AEA flowthrough 1,769,471 1,769.471 -
Depreciation (unallocated) * 1,556,107 - -
4,193,848 1,769,471 230,447
Total governmental activities 44,786,795 1,687,770 9,884,035 230,447
Business-Type Activities:
Support services:
Food service operations 76,548 - -
Other programs 16,409 - -
92,957 - -
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Net (Expense) Revenue
and Changes in Net Assets

Governmental Business-Type

Activities Activities Total
$ (18,604,796) $ - $ (18.604.796)
(1,412,849) - (1,412,849)
(1,634,429) - (1,634,429)
(4,244,722) - (4,244,722)
(3,602,932) - (3,602,932)
(1,263.,070) - (1,263.,070)
(12.158.002) - (12,158.002)
(27.815) - (27.815)
24,411 - 24,411
(662.234) - (662.234)
(1.556.107) - (1.556.107)
(2,193,930) - (2,193,930)
(32.,984.543) - (32,984,543)
- (76,548) (76,548)
- (16.,409) (16.,409)
- (92.957) (92.957)
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OTTUMWA COMMUNITY SCHOOL DISTRICT

STATEMENT OF ACTIVITIES
Year Ended June 30, 2010

Program Revenues
Operating
Grants,
Contributions  Capital Grants
Charges for  and Restricted and
Functions/Programs Expenses Services Interest Contributions
Business-Type Activities (continued):
Non-instructional programs:
Food service operations $ 1865335 % 677,072 $ 1349633 $ -
Other programs 178,982 173,468 26,985 -
2,044,317 850,540 1,376,618 -
Other expenses:
Other programs 177,718 185,330 - -
Total business-type activities 2,314,992 1,035,870 1,376,618 -
Total $ 47,101,787 $ 2,723,640 $ 11,260,653 $ 230,447

Gengeral Revenues:

Property tax levied for:

General purposes

Debt service
Statewide sales and services tax
Unrestricted state grants
Unrestricted investment earnings
Other

Total general revenues
Change in net assets
Net assets beginning of year

Net assets end of year

* = This amount excludes the depreciation included
in the direct expenses of the various programs.

See notes to financial statements.
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Exhibit B
Page 2 of 2

Net (Expense) Revenue
and Changes in Net Assets

Governmental Business-Type

Activities Activities Total

$ -$ 161,370 $ 161,370
- 21,471 21,471
- 182,841 182,841
- 7,612 7,612
- 97.496 97.496

(32,984,543) 97.496 (32,887,047)
$ 9,093,591 $ -$ 9,093,591
678,463 - 678,463
3,450,457 - 3,450,457
20,786,310 - 20,786,310
105,367 3,064 108,431
67,381 - 67,381
34,181,569 3,064 34,184,633
1,197,026 100,560 1,297,586
18,901,643 1,025,327 19,926,970

$ 20098669 $ 1125887 $ 21224556
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OTTUMWA COMMUNITY SCHOOL DISTRICT

BALANCE SHEET

GOVERNMENTAL FUNDS

Assets

Cash and pooled investments