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INDEPENDENT AUDITOR'S REPORT

'T'o the Honorable Mayor and Members of the City Council
City of Prairie City

Report on the Financial Statements

I have audited the accompanying financial statements of the governmental activities, the business type activities, and
each major fund of the City of Prairie City, 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 listed in the fable 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 1. 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 control 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 to financial audits contained
in Government Auditing Standards issued by the Comptroller General of the United States. Those standards require
that Tplan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. -

An audit invelves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material
misstatement 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, I express no such opinion. An audit also includes
evaluating the appropriateness of the accounting policies used and significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

I believe the audit evidence 1 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 and each major fund of the City of
Prairie City 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.




Basis of Accounting
As described in Note 1, these financial statements were prepared on the basis of cash receipts and disbursements, which

is a basis of accounting other than U.S. generally accepted accounting principles. My opinion is not modified with
respect to this matter.

Other Matters- Supplementary Inforination 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..

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 reconeiling such information directly to the underlying 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, In my opinion, the supplementary
information is fairly stated in atl material respects in refation 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, I do not express
an opinion or provide any assurance on it,

Cther Reporting Required by Government Auditing Standards

In accordance with Govermment Auditing Standards, I have also included my report on my consideration of the City’s
internal control over financial reporting and on my tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope of 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 Government Auditing Standards in considering the City’s internal control over financial repotting and
compliance.

March 4, 2014

%Mwﬁ%% F.C.




MANAGEMENT’S DISCUSSION AND ANALYSIS

The City of Prairie City provides the 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, 2013. We encourage readers to consider this
information in conjunction with the City’s financial statements, which follow,

2013 FINANCIAL HIGHLIGHTS

Receipts of the City’s governmental activities were $5,072,990. Bond proceeds
were $2,604,934.

Disbursements of the City’s governmental activities were $5,309,136.

The City’s total cash basis net position increased $16,676 from July 30, 2012 to
June 30, 2013, Of this amount, the cash basis net position of the governmental
activities decreased $182,228.

The City’s debt service levy was $32,460,
The City is constructing a Wastewater Treatment Facility and has spent

$3,623,039 through capital projects. This is financed through the State Revolving
Loan Fund and an [-JOBs grant,

The Recreational Complex TIF note was paid in full in June 2013,

USING THIS ANNUAL REPORT

The annual report consists of a series of financial statements and other

information as follows:

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

The Government-wide Financial Statements consists of a Cash Basis Statement of
Activities and Net Position. 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 essential to a
full understanding of the data provided in the basic financial statements,




Other Information further explains and supports the financial statements with a
compatrison to the City’s budget for the year.

Supplementary Information provides detailed information about the combined
general fund and the City’s indebtedness.

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, readers should keep in mind the limitations resulting
from the use of the cash basis of accounting,

REPORTING THI CITY’S FINANCIAL ACTIVITIES
Government-wide Financial Statement

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

The Cash Basis Statement of Activities and Net Position presents the City’s net
position. Over time, increases or decreases in the City’s net position may serve as a
useful indicator of whether the financial position of the City is improving or
deteriorating,

The Cash Basis Statement of Activities and Net Position is divided into two kinds
of activities;

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

¢ Business Type Activities include the waterworks and sanitary sewer system,
These activities are financed primarily by user charges.

Fund Financial Statements

The City has two kinds of funds:




I. Governmental Funds account for most of the City’s basic services. These
focus on how money flows into and out of those funds and the balances at year-end that
are available for spending. The Governmental Funds include: 1) the General fund, 2) the
Special Revenue Funds such as Road Use Tax and Urban Renewal Tax Increment, 3) the
Debt Service Fund, 4) the Capital Projects Fund and 5) the Permanent Fund. The
Governmental Fund Financial Statements provide a detailed short-term view of the City’s
general government operations and the basic services it provides. Governmental Fund
information helps determine whether there are more or fewer financial resources that can
be spent in the near future to finance the City’s programs.

The required financial statement for governmental funds is a Statement of Cash
Receipts, Disbursements and Changes in Cash Balances.

2. Proprietary funds account for the City’s Enterprise Funds and Internal Service
Fund, Enterprise Funds are used to report business type activities. The City maintains
two Enterprise Funds to provide separate information for the Water and Sewer Funds,
considered to be major funds of the City.

The required financial statement for proprietary funds is a Statement of Cash
Receipts, Disbursements and Changes in Cash Balances.




GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve overtime as a useful indicator of financial position, The
City’s cash balance for governmental activities decreased from a year ago, decreasing
from approximately $1,249,000 to approximately $1,067,000. The analysis that follows
focuses on the changes in cash basis net position of government activities,

Changes in Cash Basis Net Position of Governmental Activities
Year Ended June 30, 2013
{Expressed in Thousands)
2013

Receipts and transfers:
Program receipts:
Charges for services and sales $ 153
Operating grants, contributions and restricted interest 17

Capital grants, contributions and restricted interest 1,206
General receipts:

Property tax 728
Local option sales tax 121
Unrestricted investment earnings 4
Other general receipts 239
Bond proceeds 2,605
Total receipts 5,073
Disbursements:
Public safety 314
Public works 406
Culture and recreations 153
Community and economic development 85
General government 160
Debt service 567
Capital projects 3,623
Total disbursements 5,309
Change in cash basis net position before transfers (236)
Transfers, net 54
Change in cash basis net position (182)
Cash basis net position beginning of year 1,249
Cash basis net position end of year $ 1,067




Business Type Activitics

Changes in Cash Basis Net Position of Business Type Activities
Year Ended June 30, 2013
(Expressed in Thousands)

Receipts: 2013
Program receipts
Charges for service and sales:

Water $ 310

Sewer 350

Total receipts 660

Disbursements:

Water 241

Sewer 167

Total disbursements 408

Change in cash basis net position before transfers 252
Transfers, net (54)

Change in cash basis net position 198

Cash basis net position beginning of year 199

Cash basis net position end of year 397

INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS

As the City of Prairie City complete the year, its governmental funds reported a
combined fund balance of $1,066,872, a decrease of more than $182,228 above last
year’s total of $1,249,100. The following are the major reasons for the changes in fund
balances of the major funds from the prior year.

e The General fund cash balance increase $344,035 from the prior year to $393,513
due to cutting expenses.

¢ The Road Use Tax Fund cash balance increased by $27,356 to $90,780 during the
fiscal year. This increase was attributable to no seal coating projects during the
2012-2013 FY. All projects paid in FY 2013-2014.

e The Tax Increment Financing Fund decreased by $359,979 to $208,338 during
the fiscal year, This was due to the pay off of the Recreational Complex note in
the amount of $449,456.




o The Debt Service Fund cash balance ended with a negative balance of $867 for
the fiscal year. This will be corrected in FY 2013-2014 with the collection of
taxes.

e The Capital Project Fund began the year with a negative balance of $76,000 but
was corrected with a loan advance in FY 2012-2013.

INDIVIDUAL MAJOR BUSINESS FUND ANALYSIS

* The Enterprise, Water Fund cash balance increased by $55,299 to $157,435, due
primarily decrease in expenses.

» The Enterprise, Sewer Fund cash balance increased by $143,605 to $240,875, due
to the requirement to build a cash reserve for the State Revolving Loan.

BUDGETARY HIGHLIGHTS

Over the course of the year, the City amended its operating budget once. The
amendment was approved on May 8, 2013 and resulted in the decision to pay off the
Recreational Complex note before the maturity date and the purchase of a road grader.
The City had sufficient cash balance to absorb the additional cost of pay off of the
Recreational Complex note through the TIF fund but had to borrow funds for the
purchase of the road grader.

The receipts were $319,599 more than budgeted. This was primarily due to the City
requesting $310,326 loan advance for the wastewater treatment plant than was
anticipated. The City also received more in sewer and water charges for services than
anticipated, even after the amendments.

DEBT ADMINISTRATION

On June 30, 2013, the City had approximately $3,847,000 in bonds and other long
term debt compared to approximately $1,858,000 last year.

Quistanding Debt at Year-End

201
General obligation bonds $ 445
Urban renewal tax increment financing agreements $ 459
Project Note $ 261
Revenue notes $2,682
Total $3.847




Debt increased as a result of issuing revenue bonds for a wastewater freatment
plant.

The Constitution of the State of Iowa limits the amount of general obligation debt that the
city can issue to 5% of the assessed value of all taxable property within the City’s
corporate limits. The City’s outstanding general obligation and TIF debt of $903,937 is
significantly below its constitutional debt limit of approximately $3.772 million,
Additional information about the City’s long-term debt is presented in notes to the
financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The City’s elected and appointed officials considered many factors when setting
the 2014 fiscal year budget, tax rates, and fees that will be charged for various City
activities. One of those factors is the economy. Unemployment in the county now stands

5.0% versus 5.6% a year ago. This compares with the State’s unemployment rate of
6.5%.

These indicators were taken into account when adopting the budget for fiscal year
2014, Amounts available for appropriation in the operating budget are approximately
$2,533,000, a decrease of 19% over the final fiscal year 2013 budget. The City will use
these receipts to finance programs we currently offer. Budgeted disbursements are to
decrease approximately $2,662,000, Both the decrease in revenues and disbursements
are due to the completion of the wastewater treatment plant capital project. Increased
healthcare costs, increases in street construction and park maintenance. The City has
added no major new programs or initiatives to the fiscal year 2014,

If these estimates are realized, the City’s budgeted cash balance is expected to
decrease approximately $39,000 by the close of fiscal year 2014.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide out 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 received. If you have questions about this report or need
additional financial information, contact Nancy Eatles, City Clerk, 203 E. Jefferson, P.O.
Box 607, Prairie City [A 50228.
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City of Prairie City
Cash Basis Statement of Aclivities and Net Position
As of and for the year ended June 30, 2013

Met (Disbursaments) Receipis and Changes in Cash Basis

Program Receipls et Position
Opeialing Grants, Capital Grants,
Charges for Coentributions, and Contrbutions, and Goremmental Bustness Type
Dishursements Senvices Restricted Interest Restricted Interest Activitles Aciivities Total
Funclions/Programs
Govermmenlal Activities
Public safety 313401 § 55985 M2 s {155,674) $ 5 (255574}
Public works 405,523 95,163 160,887 {149,473) {14941
Culture and recreaton 153,346 1980 4,637 1146.679) {14667%)
€ ity and {c development 85062 {85.067) (83.062)
General government 1604724 {160,474) {160,475)
Debt Service 362,291 {567,291 1561.91y
Capltak profects 1,623,039 1,305,000 £2,407.039) 2.417035)
Total governmental activities 5,303,136 153,128 168,116 §, 306,000 {3,731,692) £3,781,692)
Business type activitias
Waree 4,033 316,359 69,364 69,364
Sewer 166,723 350,051 183,323 181311
“Fotal business fypes activities 407,763 650,150 152.687 2132847

Total _3HE899 313,378 168,316 $ 106,000 §  (3,73160%) § 252,687 § {3,529.005)
Genorel Recelpts

Property tax kevied for

Gereral purposes b 46310 % 5 446370
Debt senvice 32,460 12460
Tax increment finanding 245,055 219,055

Lecal optien sales tax 1207191 F20.391

L1 icted intereston 2336 135 471

Bond proceeds 1,604934 2,604,934

Miscellaneous 23,600 89,600

Transferg £3.918 {53,918)

Total general receipts and transfers 3.593.464 {33,780 31,545,631
Change in ¢ash basis net position [182.228) 158,904 16,676
©ash Basis net position baginning of year 1,249,100 199,406 1,418,505
Cash basis net position end of year $ 1065822 3% 358310 § 1,465,182
Cash basis net position
Restricted-

Nonaspecdable- Cemetery parpetual care H 16,25¢ § 5 161,254

Expndable-

Urban Rerswai porposes 203,338 208338
Streals 0,180 0,750
Dbt sarvice 3,39% 3,391
Other Purposes 21355 213,854
Unrestricted 392,646 3H,919 T87.46%
Total cash basis nat position 5 1065822 % 158310 § 1465182

There were no reconciling items between the Governmental and Fiductory Fund Statemtents of Cash Receipts, Disbursements and

€hanges in Cash Balences and the above Stat

See notes 1o fi

tof

I




TLEO90T  §  45C'191 $ {L93) §  8st'80T S 11ERL $ £rS6E S 0806 $ EIS'E6E 8
P9 T6E {L98) SIS E6E
a2t £ £95°6E )
08L'06 08L'06
$EE£'80T $EL'80L
¥5TI6L & HSTISL $ 3 $ $ 3 $ H
ZL8'990T § wT 151 s (198) AT A §  EPS6E $ 084706 § cIseef 8
001'6¥2°1 59051 (co0'sL) vOb LIERYS 0p9'pI1 STH'EL YTres SEOWHE
(327781} 009 c00'L (12zn (626'65¢) 1L9°%6 L1681 95£'LT 2LYSY
T58'859°C 650°EGK'T 056"k (056't) zrin {00670 £E8VAT
(08¥'£57) (32 [N} (006°2) {o15°66)
26£°LIE SoT'lY 036t £pE'1ET
YEG'Y09'T PES'ISK'T 000'£5T
{080°1+8°T) 009 (5€0°L14'T) [{t72 %) (670'518) 16L7021 L16'61 96T'SE (55£°52)
SEI'60ES 6£0'ETS°E 189'6L LIT'P95 LiZ'¥6 1£9°5T1 LSF'EEE
GE0EEO'E GE0°EES'E
162'L95 189'8¢L 019'asy
FLY'0ST 95051 Blr'yPl
790'58 LOS'SL §55'6
OFE'EST THTLL FOI'THL
£25°50F s0T'81 1£9'621 £89°19¢
[0#'P1E YOL'8Y 169'59T
950'35Y'7 009 000°902°1 09r'TE $B0'6¥T 162021 STIOLT  LB8091 ZOU'R8S
$9L'55 009 S51°68
821281 8TI'Es1
SLERLET - 000'902° £88°091 seL
68L'91 13 95491
T8E'ST 73E'51
16£°0Z1 16L'01
SSO'SKT $S0'6PZ
oEg'8Ly § § 09b'ZE s 3 § gLroll L3 § WL §
feiel ey [padisg siealoly mudesy 9011 193] Bupwuzy A Sigeusyg sako|dury  ¥B] 351 POy RISTID

JRWAD XL, SRS WOR() [0

€107 ‘0€ UL pOpua JeaA 9] 0] PUB JO 5

Spung [EIUAWILGACL)

ssoUERg YSE) UI sedueqD) pUe SIUsWwesmAsi *s1dieoay] YseD JO WIWSIRIG

Ao suread 3o L1

UM [RHUTLY 01 SAOU 39§
SAOUTEQ PUTY SISLA YSES THIOL
pougmsnn)
sasodmd G
510945
sasodmd [pmaun uReIf]
0 PR IaEy
aney pryadrod Aryawa)) ~1qepusdsueN
SIDUR[EQ PUNY SISTQ QSR
Teak JO PUD - OURTE] YSeD)
a2 30 Furmuidaq - 90UE[Eq HETD)
S20UR[EG YIES UL IBUNS BN
{sosm) saounos Jumteuy Hpe Mo,
Ino sxysuen Bugrido
1 siepsuen Sugwiedd
spassosd puog
(5250} saninos Jupweng G
SIUBWHSINASIP {10pUn) ]9A0
52001 30 (ASG30YHP) $530XT
SIURUIIGSICY [WOT,
spokid Eide)
2010395 193]
JUBWIIAAGL) [RIUID
02d0[2A(T 2MNOUOOT P ALUTHUICS)
UOGUAUINY PUT MM
B, SN
fageg ouand
Bupmady
SUIASINGILC]
sidiaoay oL
STIOOUR][ODS A
| s90tARg 105 ST
U UILIAGSIN]
Auadoag pue Aaue Jo esq)
SUUUIJ PUR SISUNITT
¥e ], soeg uondQ) [ad™y X6, AL RO
Tepouetly MWD X8,
saxa, Auedorg
sndrosy

12



As of and for the year ended June 30, 2013

Operating receipts
Charges for service
Total operating receipts
Operating disbursements
Business type activities

Excess of operating receipts
over operating disbursemenis
Non-operating receipts (disbursements)
Debt Service
Interest on investments
Total other financing sources (uses)

Excess of Receipts over disbursements
Transfers in
Transfers out
Change in cash balances
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 notes to financial statements.

City of Prairie City, Towa
Statement of Cash Receipts, Disbursements and Changes in Cash Balances

Proprietary Funds

Water Sewer Total
$ 310,399 $ 350,051 § 660,450
310,399 350,051 660,450
206,525 147,680 354,205
103,874 202,371 306,245
(34,510) {19,048) (53,558)
135 135
(34,375) (19,048) {53,423)
69,499 183,323 252,822
2,487 2,487
(14,200) {42,205) (56,405)
55,299 143,605 198,904
102,136 97,270 199,406
$ 157435 § 240,875 § 398,310
3 3,301 §$ $ 3,391
154,044 240,875 394,919
$ 157435 $§ 240,875 $§ 398,310
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City of Prairie City, Iowa
Notes to Financial Statements
June 30, 2013

1/ Summary of Significant Accounting Policies

The City of Prairie City is a political subdivision of the State of Jowa located in Jasper County. It was first
incorporated in 1852 and operates under the Home Rule provisions of the Constitution of Towa. The City operates
under the Mayor-Council form of government with the Mayor and Council Members elected on a non-partisan basis.
The City provides numerous services to citizens including public safety, public works, health and social services,
culture and recreation, community and econemic development, and general government services, The City also
provides water and sewer utilities for its citizens.

A. Reporting Entity

For financial reporting purposes, the City of Prairie City has included all funds, erganizations, agencies, boards,
commissions and authorities. The City has also considered all potential component units for which it {s financially
accountable, and other organizations for which the nature and significance of their relationship with the City are such
that exclusion would cause the City's financial statements to be misleading or incomplete. The Governmental
Accounting Standards Board has set forth criteria to be considered in determining financial accountability. These
criteria include appotnting & voting majority of an organization's governing body and (1) the ability of the City to
impose its will on that organization or (2) the potential for the organization to provide specific benefits to, or impose
specific financial burdens on the City. The City has no component units which meet the Governmental Accounting
Standards Board criteria.

Jointly Governed Organizations

The Cily participates in several jointly govemed organizations that provide 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

govemments City officials are members of the Jasper County Board of Supervisors, Safety Coalition of Central Iowa
Communities, Jasper County Library Board, Jasper County Selective Enforcement Response Team, Jasper Economic

Development Corporation, and the Emergency Communications Services (911) Board.

The City has mutual fire protection agreements with the cities of Baxter, Mingo, Colfax, Monroe, Runnells,
Reasnor, Lynnviile, Sully, Kellogg and Newton and the benefited fire districts of West Malaka, Walnut Creek and
Newton, and Des Moines Township Trustees. It also has a mutual law enforcement agreement with the City of
Monroe.

B, Basis of Presentation

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

The Cash Basis Statement of Activities and Net Position presents the City’s nonfiduciary net assets. Net position is
reported in the following categories/ components:

Nonexpendable restricted net position is subject to externally imposed stipulations which require the cash balance fo be
maintained permanently by the City.

Expendabie restricted net position results when consiraints placed on the use of cash balances are either externally
imposed or imposed by law through constitutional provisions or enabling legislation.
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Unrestricted net position consist of cash balances not meeting the definition of the preceding categories. Unrestricted
net position often have 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 to which direct disbursements of a
given function are offset by program receipts. Direct disbursements are those clearly identitiable 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 investiments
restricted to meeting the operational or capital requirements of a particular function. Property tax and other items not
properly included among program receipts are reporfed instead as general receipts,

Fung Financial Statements - Separate Fund Financial Statements are provided for governmental and proprietary funds,
Major individual governmental funds and major individual enterprise funds are reported as separate columns.

The City reporis the following major govermmental 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 finds.

The Capital Projects Fund is used to account for all resources used in the acquisition of capital facilities.

The Road Use Tax Fund is used to account for the road use tax allocation from the State of Towa to be used for road
construction and maintenance.

The Urban Renewal Tax Increment Fund is utilized to account for all tax increment financing collections and the
repayment of tax increment financing including the low to moderate income family housing program.

The City reports the following major proprietary (enterprise) funds:
The Water Fund accounts for the operation, maintenance and capital projects of the City’s water system.

The Sewer Fund accounts for the operation, maintenance and capital projects of the City’s waste water
treatment and sanitary sewer system,

C. Measurement Focus and Basis of Accounting

The City of Prairie 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.8. 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 available to finance the program. It is the City’s policy to first apply
cost- reimbursement grant resources to such programs, followed by categorical block grants and then by general
receipts.

When a disbursement in governmental funds can be paid using either restricted or unrestricted resources, the City’s

policy is generally to firs apply the disbursement toward restricted find balance and then to less restrictive
classifications- committed, assigned and then unassigned fund balances.
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Proprietary funds distinguish operating receipts and disbursements from non-operating items. Operating

receipts and disbursements generally result from providing services and producing and delivering goods in
connection with the 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 confractually required to be
maintained intact.

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

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

Unassigned- All amounts not included in the preceding classifications.

E Budgets and Budgetary Accounting
The budgetary comparison and related disclosures are reported as Other Information.
2f Cash and Pooled Invesiments

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 Towa. This chapter provides for additional assessments against
the depositories o 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; cerfain registered open-end management invesiment companies; certain joint investment trusts;
and warrants or improvement certificates of a drainage disfrict.

The City had investments in the Iowa Public Agency Investment Trust which are valued at an amortized cost of
$651,570 pursuant fo Rule 2a-7 under the Investment Company Act of 1940 and is unrated.

Interest rate risk — The City’s investment policy limits the investment of operating funds (funds to be expended in the
current budget year or within 15 months of receipt) to instruments that mature within 397 days. Funds not identified as
operating funds niay be invested in instruments with maturities longer than 397 days, but the maturities shall be
consistent with the needs and use of the City.

3/ Tax Increment Financing

The Urban Renewal Tax Increment fund contains the division of tax receipts as provided for in Chapter 403.19 of the
Code of Towa for the purpose of providing or aiding public improvements and residential development. That Chapter
and Chapter 403.22 provides that the City must include assistance to low and moderate income family housing,

In 2002, the City and Rolling Prairie Estate Plat I entered into an agreement which required the developer to provide
street and utility improvements in a residential urban renewal area. The agreement requires the City to rebate the
incremental increase in property taxes collected from the project over a ten year period but net to exceed $367,000.
During the year ended June 30, 2013, $29,345 of tax increment taxes were rebated.
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In 2004,

the City and Rolling Prairie Estate Plat I entered into an agreement which required the developer to provide

street and wtility improvements in a residential urban renewal area. The agreement requires the City to rebate the
incremental increase in property taxes collected from the project over a ten year peried but not to exceed §194,275.
During the year ended June 30, 2013, $21,738 of tax increment taxes were rebated.

In 2010, the City and Fariners Boy LLC entered into an agreement which required the developer to provide street and
utility improvements in a residential urban renewal area. The agreement requires the City to rebate the incremental
increase in property taxes collected from the praject over a ten year period but not to exceed $300,000. During the year
ended June 30, 2013, $6,908 of tax increment taxes were rebated.

4/ Bonds and Notes Payable

The annual debt service requirement to matuarity for inferest bearing general obligation and drinking water revenus
bonds are as follows:

Year

Ending General Obligation Bonds Drinking Water Revenue Bond Total Annual Debt Retirement
June 30, Principal Interest Principal Interest Principal Interest

2014 75,000 11,778 28,000 4,428 103,000 16,206
2015 77,000 10,347 29,000 3,938 106,000 14,285
2016 78,000 8,642 30,000 3,430 108,000 12,072
2017 40,000 6,938 31,000 2,905 71,000 9,843
2018 41,000 4,687 32,000 2,363 73,000 7,050
2019 43,000 2,437 33,000 1,802 76,000 4,239
2020 45,000 £,592 34,000 1,225 79,000 2,817
2021 46,000 805 36,000 630 82,000 1,435

Totals $ 445000 § 47226 $ 253,000 % 20,721 3 698,000 § 67,947

Sewer Anticipation Project Note

On May 27, 2011, the City issued an anticipation project note to the lowa Finance Authority to fund sewer
construction costs. As of June 30, 2013, the principal balance was $260,700. The note is due on May 27, 2014
and carries no interest rate. The note may also be paid from the proceeds of the Sewer Revenue Bond
described below.

Sewer Revenue Bonds

On September 28, 2012 the City issued a sewer revenue bond for § 3,504,000, The City has pledged future
sewer customer receipts, net of specified operating disbursements, to repay the note, Proceeds from

the bond will provide financing for the repayment of the above anticipation project note and sewer system
construction and improvement costs, The bonds are payable solely from future sewer customer net receipts
and are payable through 2033. Annual principal and interest, at 2 %, on the bond begins June I, 2014. At
June 30, 2013 the amount advanced on the loan was $2,428,915. When the full amount has been received the
annual principal and interest will be determined.
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5/ Pension and Retirement Benefits

The City contributes to the Jowa Public Employees Retirement System (IPERS) which is a cost-sharing multiple-
employer defined benefit pension plan administered by the State of Iowa, 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 required to
contribute 8.67% of annual covered payroll. Certain employees in special risk occupations and the City confribute an
actuarially determined contribution rate. Coniribution requirements are established by state statute. The City's
contribution to IPERS for the year ended June 30, 2013 was $36,921 equal to the required contributions for the year.

6/ Other Postemployment Benefits (OPEB)

Plan Description - The City operates a single-employer benefit plan which provides medicat and prescription drug
benefits for retirees and their spouses. There are 8 active and no retired members in the plan. The
medical/prescription drug benefits are provided through a fully-insured plan with Wellmark. Retirees under age 65
pay the same premium for the medical/prescription drug benefits as active employee, in that same age category.

Funding Policy - The contribution requirements of plan members are established and may be amended by the City.
The City currently finances the benefit plan on a pay-as-you-go basis. The premiums under the plan are age based on
the employee or retiree’s age. For the year ended June 30, 2013, the City contributed $48,287 and plan members
eligible for benefits contributed $ 21,097 to the plan.

7/ Compensated Absences

City employees accumulate a limited amount of earned but unused vacation hours for subsequent use or for payment
upon termination, retirement or death. These accumulations are not recognized as disbursements by the City until used
or paid. The City's approximate lability for earned compensated absences for vacation hours payable to employees at
June 30, 2013, primarily relating to the General Fund, is $40,000, The liability has been computed based on rates of
pay in effeet at June 30, 2013,

8/ Risk Management

The City is exposed to various risks of loss related to torts; theft, damage to and destruction ol 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. Seftled claims
from these risks have not exceeded commercial insurance coverage in any of the past three fiscal years,

The City is a member of the lowa Municipalities Workers’ Compensation Association (IMWCA) which provides
workers’ compensation coverage to its members, The Association is governed by a board of directors elected by
representatives of the governing bodies of each participating governmental jurisdictions. The City has exccuted a
Worker’s Compensation coverage agreement with the Association which extends through June 30, 2013 and has
authorized the Association to issue general obligation bonds to provide funds with which to pay clatms. During the
year ended June 30, 2013, the City paid worker’s compensation insurance premiums of $14,340 to the Association.
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9/ Commitments

The City entered into contracts for sewer improvements, At June 30, 2013, the remaining commitments on these
contracts approximated $658,000.

10/ Use of Estiinates

The preparation of financial statements requires management to make estimates and assumptions that affect the
reported amounts and disclosure of Habilities, contingent liabilities, and commitments at the date of the financial
statements, and the classification of receipts and disbursements during the reporting peried. Actual results could differ
from the estimates that were used.

11/ Interfund Transfers

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

Transfer To Amount
Transfer from
Road Use Tax General 5 7,800
Water Fund General 14,200
Sewer Fund General 1,100
General Sewer Fund 2,487
Local Option Sales Tax General 111,120
Tax Increment Financing Debt Service 44,950
Sewer Fund Capital Project 41,105

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

12/ Deficit Balance

The Debt Service Fund had 5 deficit balance of $867 at June 30, 2013. The deficit will be eliminated by property tax
levy to be received in the subsequent year.
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City of Praisie City, [owa
Budgetary Comparison Schedule of Receipts, Disbursements, and Changes in Balances
Budget and Actual (Cash Basis) - All Governmental Funds and Proprietary Funds
Required Supplementary Information
Year ended June 30, 2013

Governmental Enterprise

Funds Actual  Funds Actual Net

Receipts

Property Taxes $ 478,830 § 8 478,830

Tax increment financing 249,055 249,055

Other city tax 120,791 126,791

Licenses and permits 15,382 15,382

Use of money and property 16,789 135 16,924

Intergovernmental 1,374,316 1,374,316

Charges for service 153,128 660,450 813,578

Miscellaneous 59,765 59,765

Total Receipts 2,468,056 660,585 3,128,641

Disbursements

Public safety 314,401 314,401

Public works 405,523 405,523

Health and social services

Culture and recreation 153,346 153,346

Community and economic development 85,062 85,062

General government 160,474 160,474

Debt service 567,291 567,291

Capital projects 3,623,039 3,623,039

Business type activities 407,763 407,763

Total Disbursements 5,309,136 407,763 5,716,899

Excess (deficit) of receipts

over disbursements {2,841,080) 252,822 (2,588,258}
Other financing sources -net 2,658,852 {53,918) 2,604,934
Excess (deficiency) of receipts and other financing

sources over disbursements and other

financing uses (182,228) 198,904 16,676
Balance - beginning of year 1,249,100 199,406 1,448,506
Balance - end of year $ 1,066,872 § 398,310 $§ 1,465,182
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Budgeted Amounts

Final to Net
Original Final Variance
$ 471,581 $ 471,581 § 7.249
261,249 261,249 (12,194)
119,501 119,501 1,290
10,360 10,360 5,022
19,270 30,290 {13,366)
1,061,490 1,063,950 310,326
846,971 846,971 {33,393)
5,100 5,100 54,665
2,795,522 2,809,042 319,599
422,662 425,062 110,661
284,151 442,036 36,513
1,500 1,500 1,500
217,537 244,502 91,156
140,400 147,085 62,023
155,236 182,844 22,370
78,150 605,413 38,122
(3,623,039)
4,733,560 4,736,560 4,328,797
6,033,196 6,785,002 1,068,103
(3,237,014  (3,975,960) 1,387,702
3,401,000 3,656,500 {1,051,566)
163,326 (319,460) 336,136
1,448,506 1,448,506

$ 1,611,832 § 1,120,046 § 336,136
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City of Prairie City, Iowa
Notes to Required Supplementary 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 differences resulting from not being able to present budgetary comparisons for the
General Fund and each major Special Revenue Fund.

In accordance with the Code of Towa, the City Council annually adopts a budget on the cash basis following required
public notice and hearing for afl 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.
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, Permanent Funds and Enterprise Funds. Although the budget document presents
function disbursements by fund, the legal level of control is at the aggregated function level, not by fund. During the
year, one budget amendment increased budgeted disbursements by $1,331,379. The budget amendments are reflected
in the final budgeted amounts.

During the year ended June 30, 2013, disbursements for capital projects exceeded the amount budgeted because the
expenditures were classified as business type activities in the budget whereas they were classified as capital projects in
the financial statements.
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City of Prairie City
Schedule of Indebtedness
For the year ended June 30, 2013

Amount Balance
Originally  Beginning of
Date of Issue Interest Rates Issued Year
General Obligation Bonds and Notes
Drinking Water Bond February 9, 2001 1,75% $ 660,000 $ 359,000
General Corporate Purpose Note Series 2013 March 21, 2013 3.00% 120,000
Recreation Complex December 21, 2007 4.70% 533,000 465,000
General Corporate Purpose August 22, 2012 2.84% 33,000
Totals 3 824,000
Revenue Bonds
Sewer Revenue Bonds September 28, 2012 2.00% 3,504,000 $
Drinking Water Revenue Bond February 9, 2001 1.75% 515,000 279,000
Totals $ 279,000
IFA Sewer Anticipation
Project Note May 27, 2011 0.00% 260,700 § 237,682
TIF Development Agreements
Rolling Prairie Estates Plat I April 4, 2002 0.00% 367,000 180,127
Roiling Prairie Estates Plat 11 December 8, 2004 0.00% 194,275 54,553
Farmer Boy Homes LL.C September 6,2067 0.00% 300,000 282,248

See accompanying independent auditor’s report.
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Issued During Redeemed Balance End

Year During Year of Year Interest Paid

$ $ 34,000 $ 325000 % 10,950
120,000 120,000

465,000 23,610

33,000 33,000 731

$ 153,000 § 532,000 § 445000 $ 35,201

$ 2,428915 § $2428915 & 19,048

26,000 253,000 8,509

$ 2428915 % 26,000 $2,681915 § 27,357
5 23,018 $ 260,700
29,345 150,782
21,738 32,815
6,908 275,340
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City of Prairie City, lowa
Bond Maturities
For the year ended June 30, 2013

General Qbligation Bonds - General Obligation Corporate
Drinking Water Bond Purpose Note
Issued February 8, 2001 March 21, 2013
Year Ending Interest YearEnding ~ Tnterest
June 30, Rates (%6} Armount June 30, Rates (%) Amount Total

2014 1.75 3 35,000 2014 300 3 40,000 3 75,600
2015 175 37,000 2015 3,00 46,000 77,600
2016 1.75 38,000 2016 3.00 40,000 78,000
2017 175 40,000 40,000
2018 1.75 41,000 41,600
2019 175 43,000 43,000
2020 [.75 45,000 45,000
2020 1.75 45,000 46,000
Totals 3 325,000 3 120,000 $ 445000

Drinking Water Revenue

Bond
Issued February 9, 2001
Interest Amount

2014 1.75 28,000
2015 1.75 29,000
2016 175 30,000
2017 175 31,000
2018 1.75 32,600
2019 175 33,600
2020 1.75 34,000
2021 . 175 36,000

Total 3 253,600

See accompanying independent auditor's report,
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CERTIFIED PUBLIC ACCOUNTANT
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INDEPENDENT AUBITOR’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 Cowncil

[ 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 General of the United
States, the financial statements of the governmental activities, the business type activities, and each major fund of
the City of Prairie City, lowa, as of and for the year ended June 30, 2013, and the velated 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 unqualified 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 Prairie City'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 over financial reporting, Accordingly, I 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, I have
identified a deficiency in internal control, described in Part 1 of the accompanying Schedule of Findings that 1
consider to be a material weakness.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal 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 will not
be prevented or detected and corrected on a timely basis.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Prairie City’s financial statements are free of
material misstatement, I performed tests of its compliance with certain provisions 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, T do not express such an opinion. The resulis of my tests disclosed no
instances of non-compliance or other matters that are required to be reported under Government Auditing Standards.

Conuments involving statutory and other legal matters about the City’s operations for the year ended June 30, 2013
are based exciusively 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
fmpact 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 to Findings

The City of Prairie City’s responses to findings identified in my audit are described in the accompanying Schedule
of Findings. The City’s responses were not subjected to the auditing procedures applied in the audit of the financial
statements and, accordingly I express no opinion on them,

Purpose of this Report

The purpose of this report is solely to describe the scope of my testing of internal control 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
cempliance. 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 communication is not suitable for any
other purpose.

March 4, 2014

f/%&( el Comigrnny <
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City of Prairie City, lowa
Schedule of Findings
Year Ended June 30, 2013

PART I -Findings Related to the Financial Statements
Internal Control Deficiencies
I-A-13  Segregation of Duties
One important aspect of internal accounting control is the segregation of duties among employees to
prevent an individual employee from handling duties which are incompatible. I noted the City
Clerk had control over each of the following areas:
{1) Cash receipts, journalizing and posting,
(2) Disbursements, check writing, journalizing and posting,
{3} general ledger posting, reconeiliations and securities control and custody.
Recommendation
1 realize that with a limited number of office employees, segregation of duties is difficult. The
City should continue to review its operating procedures to obtain the maximum internal control
possible under the circumstances,
Response and Corrective Action Planned
With the hiring of the new city manager, we began reviewing the internal control procedures and
segregation of duties and have begun to implement procedures to further segregate duties to the
extent possible,
Congelusion
Response accepted. The City should segregate duties to the extent possible, Administrative
personnel should provide additional control through review of financial transactions and reponts.

PART II- Other Findings Related to Statutory Repotting

1I-A-13  Questionable Disbursements

I 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 25, 1979.

II-B-13  Travel Expense

No disbursements of City money for fravel expenses of spouses of City officials or employees were
noted.

II-C-13  Business Transactions

There were no business fransactions between the City and City officials or employees during the year.
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II-D-13  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,

1I-E-13 Council Minutes

No transactions were found that we believe should have been approved in the Council minutes but
were not,

11-F-13 Deposits and Investments

Deposits and investments were in compliance with Chapter 12B and 12C of the Code of Towa and
the City’s investment policy.

II-G-13 Urban Renewal Annual Report

The urban renewal annual report was properly approved and certified to the lowa Department of
Management and no exceptions were noted.

1I-H-13 Financial Condition

The Debt Service had a deficit balance of $867 at June 30, 2013.

Recommendation
The City should eliminate the deficit,
Response

Note 12 of the financial statements indicates the City’s plan 1o eliminate the deficit,

Conclusion

Response accepted.
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