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INDEPENDENT AUMTOR’S REPORT

To the Honorable Mayor and Members aof the City Council
City of Osceola

Report on the Financiai Statements

I have audited the accompanying financial statements of the governmental activities, the business type activities,
each major fund and the aggregate remaining fund information of the City of Osceola, lowa as of and for the year
ended June 30, 2013, and the related notes to the financial statements, which collectively comprise the City’s
basic financial statements tisted in the table of contents

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance

with the cash basis of accounting described in Note . This includes determining the cash basis of accounting is
an acceptable basis for the preparation of the financial statements in the circumstances. This includes the design,
implementation and maintenance of internal controf relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error,

Auditor’s Responsibility

My responsibility is to express opinions on these financial statements based on my audit. I conducted the audit in
accordance with U.S, generally accepted auditing standards, and the standards applicable {o financial audits
contained in Government Auditing Standards issued by the Comptrotler General of the United States. Those
standards require that [ plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures setected depend on the auditor's judgment, including the assessment of the
risks of material misstaternent of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the City's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the City’s internal control, Accordingly, [ express no
such opinion. An audit also includes evaiuating the appropriateness of the accounting policies used and
signtficant accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements,

I believe the audit evidence | have obtained is sufficient and appropriate to provide a basis for my audit opinions.

Opinions

In my opinion, the financial statements referred to above present fairly, in all material respects, the respective
cash basis financial position of the governmental activities, the business type activities, each major fund and the
aggregate remaining fund information of the City of QOsceola as of June 30, 2013, and the respective changes in
cash financial position for the year then ended in accordance with the basis of accounting described in Note 1.
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Basis of Accounting

As described in Note 1, these financial statements were prepared on the basis of cash receipls and disbursements,
which is a basis of accounting other than U.S. generally accepted accounting principles. My opinien is not
modified with respect to this marter,

Other Matters- Supplementary Information and Other Information

My audit was performed for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. 1 previcusly audited, in accordance with the standards referred Lo
in the third paragraph of this report, the financial statements for the five years ended June 30, 2012 and other
auditors audited, in accordance with those standards, the financial statements for the three vears ended June 30,
2007. Unqualified opinions were expressed on those financial statements ( which are not presented herein) which
were prepared on the basis of cash receipts and disbursements. The supplementary information included in
Schedule 1 through 7 is presented for purposes of additional analysis and is not a required part of the basic

financial statements,

The supplementary information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underiying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with U.S. generally accepted auditing standards. [n my
opinion, the supplementary information is fairly stated in all material respects in relation to the basic financial
statements taken as a whole,

The Other Information, Management Discussion and Analysis and the Budgetary Comparison information has
not been subjected to auditing procedures applied in the audit of the basic financial statements and, accordingly, 1
do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, 1 have also included my report on my consideration of the
City’s internal control over financial reporting and on my tests of its compiiance with certain provisions of laws,
regulations, contracts, and grant agreements and other matters. The purpose of that report is to describe the scope
of my testing of internal control over financial reporting and compliance and the results of that testing and not to
provide an opinion on Internal control over financial reporting or compliance. That report is an integral part of an
audit performed in accordance with Govermment Auditing Standards in considering the City’s internal control
aver financial reporting and compliance.

April 18,2014

-

I
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Management’s Discussion and Analysis

The City of Osceola 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
ending June 30, 2013. We encourage readers to consider this information in conjunction with the
City’s financial statements, which foliow,

Financial Highlights

Government Activities total revenues decreased by $2,118,138 from the previous fiscal
year. The drop in revenues can be attributed to a decrease in bond proceeds from the previous
tiscal year. In FY 2012, the city issued $2,304,202 in bonds. In FY 2013, the city receipted
£48,795 in sewer revenue bonds.

Government Activities total expenditures increased by $3,792,441. The increase in
expenditures is due to the transfer of $3,902,039 in restricted funds allocated to the reservoir
project to the Clarke County Reservoir Commission. Net of the aforementioned transfer,
disbursements for public safety, public works, culture and recreate, community and economic
development, general government, debt service, and capital projects decreased by $109,598
collectively.

The City’s Governmental Activities total cash basis net assets decreased by $5,065,407.

Using This Annual Report

The annual report consists of a series of financial statements as well as other requirements
as follows:

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

The Government-wide Financial Statements consists of a statement of activities and
changes in cash balances. This statement provides information about the activities of the City as a
whole and presents an overall view of the City’s finances.

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



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

Supplemental Information provides detailed information about the annual budget, non-
major governmental funds and debt obligations.

Basis of Accounting

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

Reporting the City as a Whole

The statement of activities and changes in cash balance presents information showing how
the City’s cash balances changed during the most recent fiscal year.

The City’s governmental activities are displayed in the statements of activities and
changes in cash balance. Governmental Activities inciude public safety, public works, culture and
recreation, communify and economic development, general government, debt service, and capital
projects. Property tax and state and federal grants finance most of these activities.

The business-type activities of the City include the waterworks and sanitary sewer
systems. These activities are financed primarily by user fees.

Fund Financial Statements

The fund financial statements provide detailed information about individual significant
funds; not the City as a whole. Some funds are established by State law and by bond covenants.
The City can establish other funds to help it control and manage money for particular purposes.

The City has two kinds of funds:

1) Governmental funds account for most of the City’s basic services. They focus on how
money flows into and out of the funds and the balances at year-end that are available
for spending. Government funds include 1) General Fund, 2) the Special Revenue
Funds such as Road Use Tax, Employee Benefits, Local Option Sales Tax and Tax
Increment Funds, 3} the Debt Service Fund, 4) the Capital Projects Fund, and 5) the
Permanent Fund. Governmental Funds are reported on the basis of cash receipts and
disbursements. The cash basis of accounting does not give effect 1o accounts
receivable, accounts payable, and accrued items. Financial records and reports are
prepared on the basis of when cash is received and disbursed. The government fund




statements provide a detailed short-term view of the City’s general government
operations and the basic services it provides. Governmental fund information helps
you determine whether there are more or fewer {inancial resources that can be spent in
the near future to finance City programs.

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

2) Proprietary funds account for the City’s Enterprise Funds. Enterprise Funds are used
to report the same functions presented as business-type activities in the government-
wide statement of activities and changes in cash balance. The City maintains one
Enterprise Fund to provide separate information for the sewer fund, considered to be a
major fund of the City. The Sewer Fund is divided into several Sub-funds that include
the Sewer Operating Fund, Sewer Sinking Fund, Sewer Replacement Fund, Sewer
Rehab Fund and the Sewer Reserve Fund.

The required financial statement for proprietary funds is a statement of cash receipts,
disbursements and changes in cash balances.
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Government-Wide Financial Analysis

Net assets may serve over time as a useful indicator of financial position. The City’s cash

balance for governmental activities decreased from a year ago, from $7,113,253 to $2,893,018.

The analysis that follows focuses on the change in cash basis net assets of governmental

activities.

Receipts and Transfers:

Program Receipts:

General Receipts:

Total Receipts and Transfers

Disbursements:

Total Disbursements:

Changes in Cash Basis Net Assets of Governmental Activities

(Charges for services and sales

Operating Grants, Contributions & Restricted Interest
Capital Grants, Contributions, and Restricted Interest

Property Tax

Tax Incremental Financing Cellections
Debt Service

Local Option Sales Tax

Hotel/Motel Tax

Casino Fees

Unrestricted Interest

Miscellaneous

Bond Proceeds

Transfers

Public Safety

Public Works

Culture and Recreation

Community and Economic Development
General Government

Debt Service

Capital Projects

Increase (decrease) in Cash Bagis Net Assets
Cash Basis Net Assets Beginning of fiscal year,

Cash Basis Net Assets, Eng of Fiscal year.

Governmentai Activities Receipts % Change

Governmental Activities Disbursements % Change

&5

2013

698,339
535,302
313,698

1,371,277
640,381
744,102
852,533
247,326
872,448

20,27
58,618
48,795
144,735

6,747,825
1,102,342
1,083,128

744,244
5,066,991

791,599
1,478,480
1,546,448

11,813,232
(5.065,407)

7,958,425

2,893,018

-24%
47%

1=5]

2012
739,856
525,246

45,189

1,860,939
895,13¢
365,524
895,632
244,185
859,450

12,803
105,545
2,304,202
12,234

8,865,963
093,430
1,158,217
770,405
1,497,676
811,127
1,541,516
1,248,400
8,020,791
845,172

7,113,253

7,958,425

52,118,138
$3,792,441

The City’s total receipts for governmental activities decrcased by 24% or $2,118,138. The
total cost of all programs and services increased by 47%, or $3,792,441. The decrease in



governmental activities receipts is due to reduction in bond proceeds received in FY 2013, The
increase in governmental activities dishursements is due to the transfer of funds to the Clarke
County Reservoir Commissiorn.

The City did not change the property tax levy rate from FY 2012 to FY 2013. "The taxable
valuation increased from FY 2012 to FY 2013 by approximately 2% or $3,128,268.

The cost of all governmental activities in FY 2013 was $11,813,232 compared to
$8,020,971 in FY 2012. The total for governmental receipts and transfers was $6,747,825 in F'Y
2013 compared to $8,865,963 in Y 2012.

Changes in Cash Basis Net Assets of Business-Type Activities

2013 2012

Receipts

Program Receipts:

Sewer Service and sales $ 1,179,533 $1,125,407

Water Service and sales $ 1,804,374 §1,507,420

Unrestricted [nterest- Water $ 2,415 $749

Unrestricted Interest- Sewer $ - $39

Casino Lake Lease- Water 3 246,021 $200,681

Transfer b (144,735 -$12,234

Bond Proceeds ) $2,312,817
Total Revenues., 4 3,087,608 $5,134,879
Disbursements and Transfers:

Sewer $ 1,048,387 %3 115841

Water : ¥ 1,816,626 $1,908,715
Total Disbursements and transfers $ 2,865,013 $5,024,556
Increase (decrease) in cash balance % 222,595 $110,323
Cash Balance Beginning of Fiscal Year $ 1,058,251 $947 928
Cash Balance End of Fiscal Year § 1,280,846 $1,058,251

Total business-type activity receipts for the FY 2013 year were $3,087,608 compared to
$5,134,879 in FY 2012, The revemie decrease was primarily due to bond refinancing that was
completed in FY 2012,

The City’s Individual Major Governmental Fund Analysis

The City uses fund accounting to ensure and demonstrate compliance with {finance-related
legal requirements. The focus of the City’s funds is to provide information on near-term inflows,
outflows, and cash balances of spendable resources. The following are the major reasons for
changes in cash balances from the prior year for the City’s major funds.



Governmental Funds

The General Fund is the chief operating fund of the City. At the end of the current fiscal
year, the cash balance in the General Fund was $ 1,198,794, an increase of $1,589.

The Employee Benefits Fund is a Special Revenue Fund that accounts for revenues
received-and expenditures paid in support of employee benefits. The types of revenues received
are property taxes assessed for the employer contributions for health insurance, FICA, IPERS,
and Unemployment Benefits. Expenditures from the fund include premiums and the employer
contributions for FICA, IPERS, and Unemployment Benefits. The fund showed a net loss of
$363,919 during the fiscal year. The fund ended the fiscal year with a balance of $194,130.

'The Debt Service Fund is utilized to account for the payment of interest and principal on
the City’s general obligation and long-term debt. The City transterred $734,378 from other funds
to make payments for these obligations. The fund had a zero balance at the end of the fiscal year.

The Casino Special Project Fund is a Special Revenue Fund used to account for
contributions and development activities for a new reservoir. The balance of this fund was
transterred to the Clarke County Reservoir Commission and ended the year with a zero balance.

The Local Option Sales Tax Fund is used to account for the Cily’s sales tax receipt for the
Reservoir and the disbursements financed by such. All funds receipted in are paid out to the
Clarke County Reservoir Commission, This funded eaded the fiscal year with a zero balance.

The Hotel/Motel Tax Fund is used to account for the City’s hotel/motel tax receipts and
the disbursements financed by such. At the end of the current fiscal year, the cash balance in the
fund was $0, a decrease of $26,943 from the prior fiscal year,

The Capital Projects Fund is used to account for the costs of various projects and the
financing thereof. At the end of the current fiscal year, the cash balance in the fund was
$$424,747, a decrease of $690,170.

The Urban Renewal TIF Fund is used to account for the City’s tax increment finance
receipts and the disbursements financed by such. At the end of the current fiscal year, the cash
balance in this fund was $876,893, a decrease of $108,520.

Proprietary Funds

The cash balance of the Sewer Fund at the end of the fiscal year was $691,798, a decrease
of $13,589. ‘



Fiduciary Funds

The cash balance of the Friends of the Depot was $20,746 at the end of the current fiscal
year, These funds have been purpesed for the restoration of the train depot.

The cash balance of the Library Funds was $329,571 at the end of the current fiscal year.

The cash balance of the Police Forfeiture Fund was $9,624 at the end of the current fiscal

year.
Debt Administration
At year-end, the City had approximately $5,969,346 in General Obligation debt,

$3,480,000 in Annual Appropriation General Obligation Debt, and $$6,861,795 in SFR/Revenue
note debt. The City redeemed $1,051,558 in General Obligation Debt during FY 2013.

Outstanding Debt at Year-End

2013 2012

General Obligation Corporate Purpose, 2009 5 2,135,000 $ 2,295,000
General Obligation Corporate Purpose and Refunding, 2003 $ . 3 395,000
Annual Appropriation General Obligation, 2007 $ 3,480,000 $ 3,750,000
Capital Lease, Road Grader, 2009 $ 34,075 3 50,013
Generat Obligation Note- Fire Truck, 2010 5 315,271 3 465,891
Generat Obligation Corporate Purpose, 2003 $ 125,000 3 185,000
Jeneral Obligation Refunding 2011 $ 3,360,000 3 3,360,000
Sewer Revenue Bond 2012 $ 4,500,000 $ 4,700,000
SRE- Water, 2002 $ 2,332,000 3 2,529,000
CGieneral Obligation Sewer Improvement $ 29,795

GO Debt $5.,969 346

Annual Appropriation Debt %3 480,000

Revenue Bond Debt $6.861,795

. The City Debt Service levy fiscal year ending June 30, 2013 was $4.33/1000. The
Constitution of the State of Iowa limits the amount of general obligation debi that cities can issue
to five percent (5%) of the assessed value of all taxable property within the City’s corporate
limits. The City’s outstanding general obligation of $5,969,346 is well below the City’s
$12,740,359 legal debt limit.

Economic Factors and Next Year’s Budget and Rates
The City of Osceola was able to maintain a stable tax rate for the F'Y 2014 budget, thanks
to steady growth in taxable valuation. However, the FY 2015 budget process was complicated by

changes from SF 295, locally referred to as the commercial property tax roilback law, and by the
equalization process completed by the county assessor. Residential building valuations dropped
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by 15% for the FY 2015 budget and commercial/industrial taxable valuations were rolled back to
95%. Despite the state back{ill, the 8.10 general fund levy did not produce the same level of
funding from FY 14 to FY 15. The Council took steps to backfill the loss in revenue by
increasing garbage fees to cover landfill costs and charging the sewer utility for administration.
The overall tax levy was bumped to $14.68; however, the bottom line tax dollar request did not
change from FY 2014. In order to keep the over-all levy as low as possible, the Council shitted
casino dollars to the employee benefits fund and used the debt service levy to service the bonds
which were once paid for with casino dollars.

Long term plans for future fiscal years include reducing fulltime staff and taking a far
more proactive approach to managing the residential housing stock of the city.

Contacting the City’s Financial Management

This tinancial report is designed to provide our citizens, taxpayers, customers, and
creditors with a general overview of the City’s finances and to show the City’s accountability for
the money it receives. If you have questions about this report or need additional financial
information, contact Ty Wheeler, City Administrator/City Clerk, Box 465, 115 N Fillmore,
Osceola, lowa 50213,



Functions/Programs
Governmental Activities
Public safety
Public works
Culrure and recreation

Community and economic development

General government
Debt service
Capital projects
Total government activities
Business Type Activities
Sewer
Component unit- Water
Compenent unit- Library Foundation
Totat business type activitics
Total
CGeneral receipts and transfers
Property tax levied for
General purposes
Debt service
Tax increment financing
Local option sales tax
Hotel/motel tax
Cagino fees
Unrestricted interest
Miscellaneous
Casino lease
Transfers
Bond proceeds
Total general receipts and transfers
Change in cash basis net position
Cash basis net position beginning of year
Cash basis net position end of year

Cash basis net position
Restricted:

Nonexpendable- Cemetery perpetual care

Expendable:
Urban renewal purposes
Debt service
Other purposes
Unrestricted
Total cash basis net position

City of Osceola, lowa
Cash Basis Statement of Activities and Net Position
As of and for the year ended June 30, 2013

Program Receipts

Exhibit A

Charges for

Operating Grants,
Contributions and

Capital Grants,
Contributions and

Disbursements Services Restricted interest Restricted Interest
5 1,102,342 § 32,303
1,083,128 413,639 472,030
744,244 138,170
5,066,991 30,969
791,599 126,530
1,478,480
1,546,448 313,698
11,813,232 698,339 535,302 313,698
1,048,387 1,179,533
1,816,626 1,804,374
8,499
2,873,512 2,983,907
3 14,686,744 § 3,682 246 535,302 313,698

There were no reconciling ems between Governmental and Proprietary Fund Statements of Cash Receipts, Disbarsements and Changes in Cash
Balances and the above statement.  See notes to financial statements.



Exh A Stmt Activities

Net (Disbursements) Receipts and Changes in Cash Basis

Net Position

Discretely Presented Component

Units

Pubiic Library

Governmental Business Type
Activities Activities Total Water Foundation
3 (1,070,039) $ g {1,070,039) § b3
(197,459) (197,459
{586,074) (586,074)
(5,036,022) (5,036,022)
{665,069) (665,069)
{1,478,480) (1,478,480)
(1,232,730) (1,232,750)
(10,265,893) (10,265,893)
131,146 131,146
(12,252}
{8,199)
131,146 {12,252} (3,499)
§ 0 (10,265853) § 3146 % (10,134,747) 3 {12,252} § (8,499)
15712717 1,371,277
744,102 744,102
640,381 640,381
52,533 852,533
247,326 247326
872,448 872,448
20,271 20,271 2,415 18,6083
58,618 58,618
246,021
144,735 {144,735)
48,795 48,795
5,200,486 (144,735) 5,055,751 248 436 18,683
(3,065,407) {13,589} (5,078,996) 236,184 10,184
7,958,428 705,387 8,663,812 352,864 1,205,075
$ 2,893,018 3§ 691,798 % 3,584,816 § 589,048 § 1,215,259
3 102,848 % ] 102,848
876,893 876,853
309,336 309,336
1,433,653 1,433,653
479,624 382,462 862,086
$ 2,893,018 § 691,798 3 3,584,816
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City of Osceola, lowa

Statement of Cash Receipts, Disbursements and Changes in Cash Balances

Operating receipts
Charges for service
Surcharge
Tatal operating receipls

Operating disbursements
Business type activities

Excess of operating receipts
over operating disbursements

Non-operating receipts (disbursemenis)
Debt service

Total non-operating receipts (disbursements)

Excess of receipts over disbursements
Transfers out
Cash balances - beginning of year
Cash balances - end of year
Cash basis fund balances

Restricted for debt service

Unrestricted
Total cash basis fund balances

See noies o financial statements.

Proprietary Fund
As of and for the vear ended June 30, 2013

Sewer

b 766,601
412,932

1,179,533
71890

461,643

(330,497)

{330,497)

134,140
(144,735)

705,387

5 691798

g 309,336
382,462

b 691,798

Exhibit C



Exhibit D

City of Osceola, fowa
Statement of Cash Receipts, Disbursements and Changes in Cash Balances
Fiduciary Funds
As of'and for the Year Ended June 30, 2013

NON EXPENDABLE FUND
Friends of

Depot
Receipts
Interest and contributions b 17,255
Total receipts 17,255
Disbursement
Excess of receipts
over disbursements 17,233
Cash balance - beginning of year 3,491
Cash balance - end of year ] 20,746
EXPENDABLE FUNDS
Police
Library Forfeiture
Receipts
Interest and contributions 5 4,637 5 106
Total receipts 4,637 106
Disbursements
Culture and Recreation 5,619
Excess (deficiency) of receipts
over (under) disbursements (982) 106
Cash balance - begiming of year 330,553 9,518
Cash balance - end of vear 5 329,571 $ 9,624

See notes to financial statements
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CITY OF OSCEOLA, IOWA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2013

1/ Summary of Significant Accounting Policies

The City of Osceola is a political subdivision of the State of lowa located in Clarke County. [t was first
incorporated in 1866 and operates under the Home Rule provisions of the Constitution of lowa. The City
operates under the Mayor-Council form of government with the Mayor and Ceouncil Members elected on a
non-partisan basis. The Cily provides numerous services to citizens including public safety, public works,
cuiture and recreation, public improvements, economic development and general administrative services,
The City also provides water, sewer and sanitation services to its citizens.

A. Reporting Entity

For financial reporting purposes, the City has included all funds, organizations, agencies, boards,
commissions, and authorities. The City has also considered ail potential component units for which it is
financially accountable, and other organizations for which the nature and significance of their
relationship with the City are such that exclusion would cause the City's financial statements to be
misleading or incomplete. The Governmentat Accounting Standards Board has set forth criteria to be
constdered in determining financial accountability, These criteria include appointing a voting majority
of an organization's goveming board and (1) the ability of the City to impose its wilt on that organization
or (2} the potential for the organization to provide specific benefits to, or impose specific financial
burdens on the City. The financial statements present the City of Osceola {the primary government) and
the following component units as discretely presented component units,

The Osceola Municipal Waterworks is presented in a separate column to emphasize that it is legally
separate from the City, but is financiaily accountable to the City, or whose relationship with the City is
such that exclusion would cause the City’s tinancial statements to be misteading or incomplete, The
Waterworks is governed by a five member board appointed by the Osceola City council and its
operating budget is subject 10 approval of the ¢ity council.

in November 2008, the Osceola Public Library Foundation became an IRC 301(¢) 3 organization. The
City transferred the non-expendable fiduciary funds which had been received from various bequests to
the Foundation. Five out of seven members of the Board are appointed by the City. Therefore, its
relationship is such that exclusion would cause the City’s financial statements to be misleading or
incomplete. The Foundation is presented in a separate column to emphasize that it is legally separate
from the City.

Jointly Governed Organizations

‘The City also participates in several jointly governed organizations that provide goods or services to the
citizenry of the City but do not meet the criteria of a joint venture since there is no ongoing financial
interest or responsibility by the participating governments. City officials are members of the following
boards, commissions and 28E agreements, Clarke County Reservoir Commission, Clarke County
Assessor’s Conference Board, Emergency Management Commission, Clarke County Development
Corporation, the Main Street Board, Clarke County fail and Law Enforcement Center, Osceola/Chariton
Building Inspection and the Southwest lowa Coalition,



Basis of Presentation

jovernment-wide Financial Statements - The Cash Basis Statement of Activities and Net Position
(previously referred to as net assets) reports information on all of the nontiduciary activities of the City.
For the most part, the effect of interfund activity has been removed from this statement. Governmental
activities, which are supported by tax and intergovernmental reventes, are reported separately from
business type activities, which rely to a significant extent on fees and charges for services.

The Cash Basis Statement of Activities and Net Position presents the City’s nonfiduciary net assets. Net
position is reported in three categories:
Nonexpendable restricted net position is subject to externally imposed stipulations which require
them to be maintained permanently by the City.

Expendable restricted net position resulls when constraints placed on the use of cash balances are
either externally imposed or imposed by law through constitutional provisions or enabling

legisiation.

Unrestricted net position consists of cash balances not meeting the definition of the preceding
categories. Unrestricted net position often has constraints on cash balances imposed by
management, which can be removed or modified.

The Cash Basis Statement of Activities and Net Position demonstrates the degree 10 which direct
dishursements of a given function are offset by program receipts. Direct disbursements are those ciearly
identifiable with a specific function. Program receipts include 1) charges to customers or applicants who
purchase, use or directly benefit from goods, services or privileges provided by a given function and 2)
grants, contributions and interest on investments restricted to meeting the operational or capital
requiremenis of a particutar function. Property tax and other items not property included among program
receipts are reported instead as general receipts.

Fund Financial Statements- Separate Financial Statements are provided for governmental funds and
proprietary funds, Major individual governmental funds and major individual enterprise funds are
reported as separate celumns in the fund financial statements. All remaining governmental funds are
aggregated and reported as nonmajor governmental funds,

The City reports the following major governmental funds:

The General Fund is the general operating fund of the City. All general tax receipts from general
and emergency levies and other receipts not allocated by law or contractual agreement to some
other fund are accounted for in this fund. From the fund are paid the general operating
disbursements, the fixed charges and the capital improvement costs that are not paid from other
funds.

Special Revenue:
The Casino Special Project is used to account for contributions and development activities for a

new reservoir and regional recreation facility. During the year, the fund was transferred to the
Clarke County Reservoir Commission.

The Empioyee Benetits Fund is used to account for the tax levy and disbursement for the
benefits.

The Tax Increment Financing is used to account for tax increment financing collections and the
disbursements financed by such.

The Local Option Tax Fund is used to account [or the City’s sales tax receipts for the
Reservoir and the disbursements financed by such.
|8



The Hotel/Motel Tax Fund is used 1o account for the City’s hotel/motel tax receipts and the
disbursements financed by such,

Capital Projects-The Capital Project Fund was established to account for the costs of various
projects and the financing thereoll

Debt Service-The Debt Service Fund is utilized to account for property tax and other receipts to be
used for the payment of interest and principal on the City's general long-term debt.

The City reports the following major proprietary fund:

The Sewer Fund accounts for the operation and maintenance of the Cily’s waste water treatment
and sanitary sewer system.

Measurement Focus and Basis of Accounting

The City of Osceola maintains its financial records on the basis of cash receipts and disbursements and
the firancial statements of the City are prepared on that basis. The cash basis of accounting does not
give effect to accounts receivable, accounts payable and acerued items. Accordingly, the tinancial
statemens do not present financial position and results of operations of the funds in accordance with
LS. generally accepted accounting principles,

Under the terms of grant agreements, the City funds certain programs by a combination of specific cost-
reimbursement grants, categorical block grants and general receipts. Thus, when program disbursements
are paid, there are both restricted and unrestricted cash basis net position availabie to finance the
program. It is the City’s policy 1o first apply cost-reimbursement grant resources to such programs,
foltowed by categorical block grants and then by general receipts.

When a disbursement in governmental funds can be paid using either restricted or unrestricted resources,
the City’s policy is generally to lirst apply the disbursement toward restricted fund balance and then to
less restrictive classifications- committed, assigned and then unassigned fund balances.

Proprietary funds distinguish operating receipts and disbursements from non-operating items, Gperating
receipts and disbursements generally result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. All receipts and disbursements not
meeting this definition are reported as non-operating receipts and disbursements.

D. Governmental Cash Basis Fund Balances

In the governmental fund financial statements, cash basis fund balances are classified as follows:

Nonspendable- Amounts which cannot be spent because they are legally or coniractually required to
be maintained intact.

Restricted- Amounts restricted to specific purposes when constraints places on the use of the
resources are either externally imposed by creditors, grantors, or state or tederal laws or imposed by
law through constititional provisions or enabling legislation,

Assigned- Amounts the Council intends to use for specific purposes.

Unassigned- All amounts not included in the preceding classifications.

L. Budgets and Budgetary Accounting
The budgetary comparison and related disclosures are reported as Other Information,
19
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Cash and Pooled Investments

The City's deposits at June 30, 2013 were entirely covered by Federal depository insurance, or by the State
Sinking Fund in accordance with Chapter 12C of the Code of lowa, This chapter provides for additional
assessments against the depositories to insure there will be no loss of public funds.

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

The City had investments in the lowa Public Agency Investment Trust which are valued at an amortized cost
of $192,953 pursuant to Rule 2a-7 under the Investment Company Act of 1940, In addition, the City held
1,828 shares of Principat Financial Group, Inc. which was received in the demutualization of that insurance
comparty and is carried at no cost in the financial statements. The City’s investment in the lowa Pubtic
Agency Investment Trust is unrated,

Interest Rate Risk ~ The City’s investment policy limits the investment of operating funds (funds expected to
be expended in the current budget year or within 15 months of receipt) in instruments that mature within 397
days. Funds rot identified as operating funds may be invested in investments with maturities longer than 397
days but maturities shall be consistent with the needs and use of the City.

Bonds and Notes Payable

On February 15, 2013, the City issued a $101,000 general obligation sewer improvement bond to the State
Revolving Fund. By June 30, 2013, the City had received $48,795 but the complete repayment schedule was
not established therefore it is not included in the schedule below.

The annual debt service requirement to maturity for general obligation bonds and notes, and the sewer

revenue bonds is as follows:
General Oblipation Bonds and

Notes Sewer Revenue Bonds Primary Governptent Taotal
Year Ending

Jume 30, Prineipal tnterest Prncipal Tirerest Principa} Interest
20144 1.142,093 RERIY:H 200,000 106,004 1,342,003 417972
a5 1,172,253 283259 200,000 104,504 1,372,253 387,763
HG 950,000 251,007 205,000 102,704 1 155,000 354N
2017 QR0.000 226,222 205,000 100,149 I, 185,060 326,671
018 1,005,000 198 1412 210,000 97,784 1,215,000 295,936
2019-2023 3,903,000 310,550 1,106,000 432137 5,063,000 042,687
7024-2028 235,000 10,340 1,245,000 292,083 1,486,000 303,023
2(129-2032 1,135,000 92,927 L E35,000 921,927
letab 5 9936 & 1792148 S 4500000 5 1,329492 § 13949340 05 3021340




Component Unit- Annuat debt service requirements to maturity for the water revenue bonds and notes are as
follows:

Water Revenue Bonds

Year Ending

June 30, Principal Interest
2044 203,000 69,960
2015 210,000 43,870
o 216,000 37,570
20187 222,800 51,090
N8 239,000 44,430

2018-2023 1,252,000 114,870

Totad 3% 2332000 % 40,790

The City has pledged future sewer receipts, net of specified operating disbursements, to repay $ 4,700,000
in Sewer Revenue Improvement and Refunding Bonds issued on May 31, 2012. Proceeds were used 1o
finance construction of improvements and refund revenue bonds issued in prior years. The obligations are
payable solely from sewer customer net receipts and are payable through 2032, The total principal and
interest remaining to be paid on the obligations is $5,829,192. For the current year, principal and interest
paid was $330,497 and total custemer net receipts were $461,643.

The Component Unit has pledged future water receipts, net of specified operating disbursements, Lo repay
54,066,000 in water revenue bonds issued in May 2002, Proceeds were used to provide financing for
drinking water facititics. The obligations are payable solely from water customer net receipts and are
payable through 2023.The total principal and interest remaining to be paid on the obligations is $2,733,790.
For the current year, principal and interest paid was $279,192,and total customer net receipts and lease
payments were $545,1440,

The resolutions providing for the issuance of the note and bond include the following provisions:

a. The notes or bonds wiil only be redeemed from the future earnings of the enterprise activity and the
holders hold a tien on the future eamings of the funds.

b, Sufficient monthty transfers shall be made to a separate water bond sinking account for the purpose
of making the next principal and interest payments.

¢ The City shall establish, impose, adjust and provide for the sewer and water rates to produce gross
revenues at least sufficient to leave a balance, after specified operating disbursements, equal to
110% of the principal and interest due in any fiscal year.

On November 30, 2011, the City issued $3,360,000 in General Obtigation Bonds with an interest rate range
of .65 to 2.10% to advance refund $3,215,000 of outstanding September [, 2005 General Obligation Bonds
with an average interest rate of 3.85%. The net proceeds were used to purchase U.S. government securities.
Those securities were deposited in an irrevocable trust with an escrow agent to provide principal and interest
payments on the September [, 2005 bonds from December 1, 2013 to June 1, 2020, As a result, the balance
of the September 1, 2005 bonds are considered to be defeased and the liability for those bonds have been
removed from the general long-term debt,
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Tax Increment Financing

in 2003, the City consolidated seven urban renewal districts into one and established a residential urban
renewal area. Subsequently, the CT 8 Western was established in 2008. The City has made agreements with
the county, school and other taxing jurisdictions, in accordance with Chapter 403.19 of the Code of fowa, to
divide the increase in taxes, as a result of the incremental property tax valuation in those districts. The taxes
so collected are paid into the City's Special Revenue Fund and are to be expended for project costs or debt
service associated with the proiects affecting the districts.

Local Option Sales Tax

[r 2001, the City, Clarke County and the cities of Murray and Woodburn entered into a 28E agreement to
build the Clarke County Jail and Law Enforcement Center, The participants committed the 1% local option
sales tax passed by the 2000 referendum towards the construction of the facility, During the year ended June
30, 2009, the final payment on the Center was made. The balance in the Local Option Tax LEC fund is
committed to be paid for expenditures which benelit County constituents. The activity is reflected as a

nonmajor fund.

In 2007, a referendum directed that the taxes earned after January 1, 2008, would be used for the acquisition
of land, planning, design, construction, equipping and maintenance, while any project debt is outstanding, for
the Clarke County Reservoir Project. The activity is reflected in the Local Option Tax Reservoir Fund as a
major fund.

Pension and Retirement Benefits

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

lowa 50306-9117.

Most regular plan members are required to contribute 5.78% of their annual covered salary and the City is
reguired fo contribute 8.67% of covered salary. Certain employees in special risk occupations and the City
contribute an actuariaily determined contribution rate. Contribution requirements are established by state
statute. The City’s contribution to [PERS for the years ended June 30, 2013, 2012, and 2011, were
$152,977,5153,162, and $123.663, respectively, equal to the required contributions for each year,

Other Postemployment Benefits (OPER)

Plan Description- The City participates in a single-employer benefit plan which provides
medical/prescription drug and dental benefits for active employees, retirees and their spouses, There are 37
active and no retired members in the plan. Participants must be age 35 or older at retivement. The benefits are
provided through a fully-insured ptan with United Healthcare, Retirees under age 65 pay the full premium
for the benefits while the City contributes to the premium of active empioyees.

Funding Pelicy- The City currently finances the benefit plan on a pay-as-you-go- basis. The most

recent active member monthly premiums for the City and the plan members are $502 for single coverage,
$1,003 for employee and spouse, $953 for employee and dependent children and $1,505 for family coverage.
The City pays the full cost of the single coverage and 85% of the difference between single coverage and any
other coverage the employee elects. The contribution requirements of plan members are established and may
be amended by the City. For the year ended June 30, 2013, the City contributed $397,468 and plan members
eligible for benefits contributed $29,772 to the plan.

R
[
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Compensated Absences

City employees accumulate a limited amount of earned but unused vacation and sick leave hours for
subsequent use or for payment upon termination, retirement, or death. These accumutations are not
recognized as disbursements by the City until used or paid. The liability is computed based on the rate of
pay as of june 30, 2013. The City's approximate liability for carned compensated absences payable (o
employees at June 30, 2013, primarily relating to the General Fund, was $152,000.

l.ease

The City and the Municipal Waterworks have entered into a renewable lease agreement with HGI-
Lakeside, LLC. for certain real estate surrounding West Lake and the use of the lake in the operation of'a
casino, As part of the agreement HGI's predecessor paid an initial payment of $3,200,000 plus will pay 1%
of the annual adjusted gross receipts of the casino, to the Special Revenue - Casino Special Project Fund to
be used for the Clarke County Reservoir Project. During the year, the Fund was paid to the Clarke County
Reservoir Commission to continue the project,

During the year , the lease was renewed and the Municipal Waterworks is to receive $245,000 per year
beginning January 1, 2012, plus a 1% increase per year, offset by certain credits for certain improvements.
During the year, the Waterworks received $246,021.

The City receives 1.25% of the casino’s adjusted gambling receipts on a monthly basis. During the year
ended June 30, 2013, the City received $872 448,

Interfund Transfers

The detail of interfund transfers for the year ended June 30, 2013 is as follows:

Transfer From Transfer To Amount
General Debt Service $ 167,948
(eneral Capital Projects 382,871
Road Use Capital Projects 30,083
Motel/Hotel Tax Debt Service 97,779
Motet/Hotel Tax General 153,726
Sewer Pump Piand Capital Project 1,124,946
Residential TIF Debt Service 67,775
Consolidated TIF Debt Service 400,876
Sewer Fund General 63,919
Sewer Fund Capital Projects 80,816

Transfers generally move resources from the fund statutorily required to collect the resources to the fund
statutorily required to disburse the resources.



1/ Risk Management

12/

13/

14/

a) The City is exposed to various risks of 1oss refated to torts; theft, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. These risks are covered by the purchase of
commercial insurance. The City assumes liability for any deductibles and claims in excess of coverage
limitations. Settled claims from these risks have not exceeded commercial insurance coverage in any of the
past three fiscal years,

b) The City is a member of the lowa Municipalities Workers” Compensation Association ( IMWCA) which
provides workers’ compensation coverage to its members. IMWCA is governed by a board of directors
clected by representatives of the governing bodies of each participating governmental jurisdiction. The City
has executed a Workers® Compensation Coverage Agreement with IMWCA which extends through June 30,
2013 and has authorized IMWCA to issue general obligation bonds to provide funds to pay claims. During
the year ended June 30, 2013, the City paid IMWCA insurance premiums of § 43,256.

Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions that effect
the reported amounts and disclosure of liabilities, contingent liabilities and commitments at the date of the
financial statements, and the classification of receipts and disbursements during the reporting period. Actual
resuits could ditfer from the estimates that were used,

Deficit Fund Balances

AtJune 30, 2013, Grade Lake and Afrport Capital Project Funds had deficits of $ 697,776 and $21,394,
respectively, which will be reduced by grants and/or bond proceeds as the projects are completed.

Commitments

Al June 30, 2013, the City has entered into construction contracts for Sewer Plant improvements totaling
$67,500 which will be paid as work progresses.

The City entered into an agreement with the South Central Landfill Agency which permits the City’s solid
waste pickup contractor to dispose of the waste at the Landfill, Since the City is not liable for any closing or
post-closing landfitl costs but its waste will shorten the Landfil’s life span, the City will pay $5,000 per
month until the amount of $350,000 is paid. Through June 30,2013, the City has paid $120,000 toward the
obligation,
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City of Osceola, lowa
Notes to Other Information — Budgetary Reporting
June 30, 2013

The budgetary comparison is presented in accordance with Governmental Accounting Standards Board Statement
No. 41 for governments with significant budgetary perspective differences resulting from not been able to present
budgetary comparisons for the General Fund and each major Special Revenue Fund.

[n accordance with the Code of lowa, the City Council annually adopts a budget on the cash basis following
required public notice and hearing for all funds except Fiduciary Funds. The annual budget may be amended during

the year utilizing similar statutorily prescribed procedures,

Formal and legal budgetary control is based upon nine major classes of disbursements known as functions, not by
fund or fund type. These nine functions are: public safety, public works, health and social services, culture and
recreation, community and economic development, general government, debt service, capital projects, and business
type activities. Function disbursements required to be budgeted include disbursements for the General Fund, Special
Revenue Funds, Debt Service Fund, Capital Projects Funds and Proprietary Funds. Although the budget document
presents function disbursements by fund, the legal level of control is at the aggregated function level, not by fund,
During the year, one amendment increased budgeted disbursements by $ 3,905,284 The budget amendments are

reflected in the final budgeted amounts.

During the year ended June 30, 2013, disbursements exceeded the amounts budgeted in the Community and
Economic Development function because the expenditures were classified as capital projects in the budget whereas
they were classified as community and economic development expenditures in the financial statements. In addition,
disbursements exceeded the amounts budgeted in general government and debt service functions.



City of Osceola, lowa Schedule 1
Schedule of Cash Receipts, Disbursements, and Changes in Cash Balances
Nonmajor Governimental Funds
As of and for the year ended June 30, 2013

Special Revenue

Local Option Cemetery
Sates Tax Read Use  Perpetual
LEC Tax Care Total
Receipts
Intergovernmental g £ 472,030 % $ 472030
Miscellaneous 3,519 3,751 7,270
Total Receipts 475,549 3,751 479,300
Dishursements
Public Works 418,462 418,462
Community and economic development 6,160 6,160
Total Disbursements 6,160 418,462 424,622
Excess (deficiency) of receipts

over { under) disbursements (6, 160) 57.087 3,75t 54,678
Other financing sources ( uses)

Operating Transfers Qut (30,083) (30.083)
Change in cash balances (6,160) 27,004 3,751 24,595
Cash balance (Deficit) - beginning of year 100,932 {26,170 99,097 173,859
Cash balance - end of year $ 94772 § 834 $ 102848 5 198,454
Cash basis fund balances

Nonspendable § i $ 102,848 $ 102,848

Restricted- other purposes 94,772 834 95,606

Total cash basis fund balances 3 94,772 § 834 $ 102848 § 198,454

See accompanying independent auditor's report,
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City of Osceola, lowa
Schedule of Tax Increment Financing Funds

As of'and for the year ended June 30, 2013

Receipts

Tax increment financing collections
Disbursements

Community and economic development

LExcess (deficiency) of receipts
over ( under) disbursements

Other financing { uses)
Operating Transfers Out
Total
Net change in cash balances

Cash balance - beginning of vear
Cash balance - end of year

Cash basis fund balances
Restricted for Urban Renewal Purposes
Total cash basis fund balances

See aqccompanying independent auditors' report,

Special Revenue

Schedule 3

Urban Renewal Residential CT 8 Western
Consolidated TIF TiF TIF Totat
3 491 805 § 4,022 399303 § 893,130
336,857 254,254 594,111
134,948 4,022 145,049 304,019
(374,848) (60,071} (634,919)
(574,848) (60,071) (634,919)
(419,900} (56,049) 143,049 {330,900)
768,234 179,488 368,591 316,313
8 348,334 § 123,439 S13,640  F 985413
$ 348,334 % 123,439 513,640 & 985413
$ 348334 % 123,439 513,640 & 985413




City of Osceola, lowa
Schedule of Indebtedness
For the year ended June 30,2013

Obligation

Schedule 4

Date of Issue

Interest Rates

Amouni
Originally
[ssued

Primary Government

General Obligation Bond and Notes
General Corporate Purpose
General Corporate Purpose and Refunding
General Corporate Purpose
Capital Lease- Road Grader
Ueneral Obligation Note - Fire Truck
General Corporate Purpose
General Obligation Refunding
Totals

General Obligation Sewer Improvement Bond
Sewer Revenue Bonds

Totals
Total City of Osceola

Component Unit

Water Revenue Bonds

See accompanying independent auditor's report.

August 1, 2009
September 1, 2005
August 1, 2007
September 22, 2009
April 2, 2010
September 12, 2003
November 30, 2011

February 15, 2013
May 31, 2012

May 14, 2002

1.25-4.40%
3.50 - 4.00%
4.00 - 5.00%
4.50%
3.36%
2.50 - 4.30%
65-2.10%

2.00%
60-3.25%

3.00%

$2,750,000
5,800,000
4,300,000
79,800
751,533
500,000
3,360,000

101,000
4,700,000

4,066,000



Balance
Beginning of
Year

Issued
During Year

Redeemed
During Year

Balance End of

Year

Interest Paid

§ 2,295,000 % $ 160,000 $ 2,135000 $ 86,120
395,000 395,000 137,104
3,750,000 270,000 3,480,000 176,868

50,013 15,938 34,075 2,288
165,891 150,620 315,271 (5,402
185,000 60,000 125,000 7,882
3,360,000 3,360,000

$ 10,500,904 § $ 1,051,558 § 9449346 S 425,664

$ $ 48795 % 19,000 $ 29,795 291
4,700,000 200,000 4,500,000 107,752

§ 4,700,000 § 48795 $ 219000 $ 4529795 $ 108,043

$ 15200904 § 48,795 §$ 1,270,558 $ 13,979,141 § 533.707

§ 2,529,000 $ $ 197,000 $ 2,332,000 $ 82,192

3



City of Osceola, lowa Schedule 5
Bond and Note Maturities- Governmental
For the vear ended June 30, 2013

Cietweral Corporate Purpose General Corparate Purpose General Obligation Refiding
Fssued Outober 1, 2007 bssued September 12, 2003 Issued November 38, 2011
Tuterest Rates interest Interest Rates
Year Endieg June 30, (%) Arnount Rittes (%) Amolnnt {%%) Amoun]
2 440 2ah.000 420 60,000 G 9l 470,000
2018 R 295,000 430 63,000 115 FHLGO
20t 4 an oo 140 REIDIH
2017 A 68 320,600 L as 88,006
2618 470 335006 . 190 490,000
e 4.78 355,000 1ig SG0O,000
020 .40 376,000
RURR} A.40 YBS by
022 RS 405,006
2523 340 175,000
024
Totals 3 1,480,000 $ 125,000 ] 2,893,000
General Comporate Purpose Rond Grader Fire Teuck
lisued  August 1,2009 Fssued April 2, 2010 Bysued Appl 2, 2010
Interest tmerest Imerest
Rates(¥s) Amount Rates(¥a) Amout Rates (%) Anunt Total
200 2490 105,000 330 F6,650 3 155433 1 E7,083
M5 AR 165,00t 4.50 17,425 3ie 159 538 1173,063
e 140 170,000 Qo0 000
217 Faon 180,800 vE5 000
2018 375 1435 000 101,000
201y ug 140,000 1,045,010
2020 BRI 240,000 S70,000
Elix| A b 205,000 $00, 000
2022 420 215,000 20,000
Btk 430 225,000 450,000}
2024 440 235,000 235,000
5 s 000 3 4075 g 52T % 8,984, 316

L
b2



City of Osceola Schedule 6
Revenue Bond Maturities
For the year ended June 30, 2013

[ssied May ¥E,2012

ROPR 075 200,000
048 050 200,006
HHa E 16 205 000
7 10 208,000
M8 50 20000
iy 1.80 6,000
2020 180 215,000
202 R 220,008
02 123 125000
2623 240 230,000
4 2.63 235,000
2025 2.63 240,000
026 100 250,000
027 140 233,000
228 Jon 265,000
2029 I 270,000
R0 328 2R0,000
it 325 240,000
2032 325 295,000
Tutal b -4, 500,000

Water Revenue Bonds

4 100 203,000
245 I 210,000
RILE 30 216,000
07 inn 222,000
2018 Ao 229,000
0109 100 236,640
20 300 243,000
a0zt 360 230,000
2022 300 238,000
2023 3on

Tuais

See uccompanying independent auditor’s report,
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POLLARD AND COMPANY P.C.

CERTIFIED PUBLIC ACCOUNTANT

JAMES R OZIRCHER CPA 3650 JOHUNSTON DRIVE, SUITE A MEMBER
P.O. BOX 1098 AMERICAN INSTITUTE OF
HOHNSTON, IOWA 50131 CERTIFIER PLBLIC ACCOUNTANTS
TELEPHONE (515) 251-8320 PRIVATE COMPANIES PRACTICE SECTI
FAX (515) 251-3177 10WA SOCIETY OF
CPAS@POLLARDCPA.COM CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and Members of the City Council

I have audited in accordance with U.S. generally accepted auditing standards and the standards applicable to
financial audits contained in the Government Auditing Standards issued by the Comptroller Generat of the United
States, the financial statements of the governmental activities, the business type activities, cach major fund and the
aggregate remaining fund information of the Cily of Osceola, lowa, as of and for the year ended June 30, 2013, and
the related notes to financial statements, which collectively comprise the City’s basic financial statements, and have
issued my report thereon as dated below, My report expressed unmodified opinions on the financial statements
which were prepared on the basis of cash receipts and disbursements, a basis of accounting other than U.S. generally
accepted accounting principles.

Internal Control Over Financial Reporting

In planning and performing my audit, I considered the City of Oscecla’s internal control over financial reporting as a
basis for designing my auditing procedures to determine the audit procedures appropriate in the circumstances for
the purpose of expressing my opinions on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the City’s internal control. Accordingly, 1 do not express an opinion on the effectiveness of
the City’s internal control,

My consideration of internal control was for the limited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies
and, therefore, material weaknesses or significant deficiencies may exist that were not identified. However, 1 have
identified a deficiency in internal control, described in Part | of the accompanying Schedule of Findings that }
consider to be & material weakness.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normat course of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility a material misstatement of the City’s financial statements wili not
be prevented or detected and corrected on a timely basis.



Compliance and Other Mafters

As part of obtaining reasonable assurance about whether the City of Osceola’s financial statements are free of
material misstatement, | performed tests of its compliance with certain pravisions of laws, regulations, contracts and
grant agreements, non-compliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of my audit and, accordingly, I do not express such an opinior. The resuits of my tests disclosed no
instances of non-compliance or other matters that are required to be reporied under Government Auditing Standards.
However, [ noted certain immaterial instances of non-compliance or other matters which are described in Part [ of

the accompanying Schedule of Findings.

Comiments involving statutory and other legal matters about the City’s operations for the year ended June 30, 2013
are based exclusively on knowledge obtained from procedures performed during my audit of the financial
statements of the City. Since my audit was based on tests and samples, not all transactions that might have had an
impact on the comments were necessarily audited. The comments involving statutory and other legal matters are
not intended to constitute legal interpretations of those statutes,

City’s Responses 1o Findines

The City of Osceola’s responses to findings identified in my audit are described in the accompanying Schedute of
Findings. The City’s responses were not subjected to the auditing procedures applied in the audit of the financial
staternents and, accordingly [ express no opinion on thent.

Purpose of this Report

The purpose of this report is solely to describe the scope of my testing of internal controf and compliance and the
result of that testing and not to provide an opinion on the effectiveness of the City’s internal control or on
compliance, This report is an integral part of an audit performed in accordance with Government Auditing Standards
in considering the City’s internal control and compliance. Accordingly, this comnunication is not suitable for any
other purpose.

April 18,2014
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CITY OF OSCEQLA
Schedule of Findings
Year ended June 30, 2013

Part [ -Findings Related 1o the Financial Statements

INTERNAL CONTROL DEFICIENCY:

[-A-13 Segregation of Duties

One important aspect of internal accounting control is the segregation of duties among
employees (0 prevent an individual employee from handling duties which are
incompatible, I noted that generally one person has control over each of the following
areas:

(N Disbursements, check writing, signing, mailing
Journalizing and posting,

(2) Payroll preparation and distribution.

(3} Bank account reconciliations

Recommendation

The City has been reconciling its bank accounts on a timely basis and has
implemented a computerized receipt system. | realize that with a limited number of
office employees, further segregation of duties is difficult. The City should continue
to obtain the  maximum  internal  control  possible  under  the
circumstances,

Response
We are attempting to involve management and department heads to produce more

segregation of duties of the above functions. We will continue to review the internal
control procedures and continue to segregate duties to the extent possible,

Conclusion
Response accepted,

Part 1t-Gther Findings Refated to Required Statutory Reporting

[I-A-13

Certified Budget
Disbursements during the year ended June 30, 2013 exceeded the amounts budgeted

in the General Government and Debt Service functions. Chapter 384.20 of the Code
of lowa states in part that public monies may not be expended or encumbered except
under an annual or continuing appropriation.

The budget should have been amended in accordance with Chapter 38418 of the
Code of lowa before disbursements were allowed to exceed the budget.

The budget will be amended in the future, as applicable.

Conclusion
Response accepted.



H-B-13

H-C-13

11-D-13

[I-E-13

t-IF-13

M-G-13

H-H-13

Questionable Disbursements
[ noted no disbursements for parties, banquets or other entertainment expenses that do
not meet the requirements of public purpose as defined in an Attorney General’s

opinion dated April 23, 1979

Trave! Expense
[ noted no disbursements of City money for travel expenses ol spouses of City
officials or employees during the year.

Business Transactions
No business ransactions between the Cily and City officials or employees were noted.

Bond Coverage

Surety bond coverage of City officials and employees is in accordance with statutory
provisions. The amount of coverage should be reviewed annually to insure that the
coverage is adequate for current operations.

Council Minutes

Although minutes of the Council meetings were published some were not published
within 15 days as required by Chapter 372.13(6) of the Code of lowa. Also, they did
not contain a summary of receipts.

Recommendation
The City should comply with Chapter 372 of the Code of lowa and include the above

in the minutes.

Respouse
We will comply with the Code requirements,

Congclusion
Response accepted.

Deposits and Investments
I'noted no instances of noncompliance with the deposit and investment provisions of

Chapter 12B and 12C of the Code of Towa.

Financial Condition
Certain funds had deficit balances at June 30, 2013.

Recommendation
The City should investigate alternatives to eliminate these deficits in order to return
these funds to a sound financial position.

Response
Note i3 of the financial statements describes the amount of the deficits and the City’s

plans to eliminate the deficits.

Conelusion
Response accepted,



