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Auditor of State Mary Mosiman today released an audit report on the City of
State Center, Iowa.

The City’s receipts totaled $3,819,707 for the year ended June 30, 2015, a 17% decrease
from the prior year. The receipts included $248,447 in property tax, $202,120 from tax
increment financing, $2,608,606 from charges for service, $477,731 from operating grants,
contributions and restricted interest, $78,678 from capital grants, contributions and restricted
interest, $145,808 from local option sales tax, $13,115 from wunrestricted interest on
investments, $38,510 from bond proceeds and $6,692 from other general receipts.

Disbursements for the year ended June 30, 2015 totaled $3,193,027, a 26% decrease
from the prior year, and included $244,479 for public safety, $209,128 for debt service and
$146,218 for culture and recreation. Also, disbursements for business type activities totaled
$2,145,228.

The significant decrease in receipts and disbursements is due primarily to completion of
a sewer project in 2014.

A copy of the audit report is available for review in the City Clerk’s Office,
in the Office of Auditor of State and on the Auditor of State’s web site at

https://auditor.iowa.gov/reports /1521-0615-BOOF.
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OFFICE OF AUDITOR OF STATE

STATE OF IOWA .
Mary Mosiman, CPA

. . Auditor of State
State Capitol Building uat

Des Moines, lowa 50319-0004

Telephone (515) 281-5834  Facsimile (515) 242-6134

Independent Auditor’s Report

To the Honorable Mayor and
Members of the City Council:

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business type activities, each major fund and the aggregate remaining fund information of the
City of State Center, lowa, as of and for the year ended June 30, 2015, and the related Notes to
Financial Statements, which collectively comprise the City’s basic financial statements listed 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 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

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

An audit involves 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, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective cash basis financial position of the governmental activities, the business
type activities, each major fund and the aggregate remaining fund information of the City of State
Center as of June 30, 2015, and the respective changes in its cash basis financial position for the
year then ended in accordance with the basis of accounting described in Note 1.

S



Basis of Accounting

As discussed 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. Our opinions are not modified with respect to this matter.

Emphasis of a Matter

As discussed in Note 6, the City of State Center adopted new accounting guidance related to
Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and Financial
Reporting for Pensions. Our opinions are not modified with respect to this matter.

Other Matters
Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the City of State Center’s basic financial statements. We previously
audited, in accordance with the standards referred to in the third paragraph of this report, the
financial statements for the year ended June 30, 2014 (which are not presented herein) and
expressed modified opinions on those financial statements which were prepared on the basis of
cash receipts and disbursements since we were unable to satisfy ourselves as to the distribution
by fund of the total fund balance at July 1, 2013. The supplementary information included in
Schedules 1 through 4 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 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 our
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’s Discussion and Analysis and the Budgetary
Comparison Information, the Schedule of the City’s Proportionate Share of the Net Pension
Liability and the Schedule of City Contributions on pages 7 through 12 and 32 through 38, has
not been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
June 8, 2016 on our consideration of the City of State Center’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the City of State Center’s internal control over financial
reporting and compliance.

“Auditor of State Chief Depyty Auditor of State

Y MOSIMAN, CPA

June 8, 2016




MANAGEMENT’S DISCUSSION AND ANALYSIS

The City of State Center provides this Management’s Discussion and Analysis of its
financial statements. This narrative overview and analysis of the financial activities is for the
fiscal year ended June 30, 2015. We encourage readers to consider this information in
conjunction with the City’s financial statements, which follow.

2015 FINANCIAL HIGHLIGHTS

e The cash basis net position of the City’s governmental activities increased $237,452
during the year, due primarily to lower debt service and capital projects
disbursements.

e The cash basis net position of the City’s business type activities increased $389,228
during the year, due primarily to lower disbursements for capital improvements in
the Enterprise, Electric and Sewer Funds.

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 statements and
provides an analytical overview of the City’s financial activities.

The Government-wide Financial Statement 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 financial
statement by providing information about the most significant funds.

Notes to 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
comparison to the City’s budget for the year and the City’s proportionate share of
the net pension liability and related contributions.

Supplementary Information provides detailed information about the nonmajor
governmental funds 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 THE 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 Cash Basis 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:

e Governmental Activities include public safety, public works, 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.

e Business Type Activities include the water, sewer, electric and storm water
systems. These activities are financed primarily by user charges.

Fund Financial Statements
The City has two kinds of funds:

1) 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 statement provides 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. Enterprise Funds are used
to report business type activities. The City maintains Enterprise Funds to provide separate
information for the Water, Sewer, Electric and Storm Water Funds, of which the Water, Sewer and
Electric Funds are considered to be major funds of the City.

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

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful indicator of financial position. The City’s cash
balance for governmental activities increased over a year ago, increasing from $2,712,467 to
$2,949,919. The analysis that follows focuses on the changes in cash basis net position of
governmental activities.




Changes in Cash Basis Net Position of Governmental Activities

Year ended June 30,

2015 2014
Receipts:
Program receipts:
Charges for service $ 40,310 28,999
Operating grants, contributions and restricted interest 477,731 498,228
Capital grants, contributions and restricted interest 75,691 69,635

General receipts:
Property tax
Tax increment financing
Local option sales tax
Unrestricted interest on investments
Other general receipts

Total receipts
Disbursements:
Public safety
Public works
Culture and recreation
Community and economic development
General government
Debt service
Capital projects

Total disbursements
Change in cash basis net position before transfers
Transfers, net
Change in cash basis net position
Cash basis net position beginning of year

Cash basis net position end of year
Receipts by Source

Other general
Unrestricted receipts
intereston 0.6%
investments

0.4%-\

Charges for
service
3.4%

Local option
sales tax
12.1%

Operating
grants,
contributions
and restricted
interest
39.7%

Tax increment
financing
16.8%

Property tax
20.7%

Capital
grants,
contributions
and restricted
interest
6.3%

248,447 247,984
202,120 222,756

145,808 132,157
4,572 5,231
6,692 3,651

1,201,371 1,208,641

244,479 193,366
145,978 203,006
146,218 165,796

95,983 124,993

134,866 139,365
209,128 307,825
71,147 166,304

1,047,799 1,300,655

153,572 (92,014)
83,880 743,320

237,452 651,306
2,712,467 2,061,161

$ 2,949,919 2,712,467

Disbursements by Function

Public safety
23.2% Public works
13.9%

Capital
projects
6.8%

Culture and
recreation
14.0%

—~

Debt service.
20.0% Community
and economic
General development
government 9.2%
12.9%




The cash basis net position of the City’s governmental funds increased primarily due to
lower debt service and capital projects disbursements.

The cost of all governmental activities this year was $1,047,799 compared to $1,300,655
last year. However, as shown in the Cash Basis Statement of Activities and Net Position on pages
14-15, the amount taxpayers ultimately financed for these activities was only $454,067 because
some of the cost was paid by those directly benefited from the programs ($40,310) or by other
governments and organizations which subsidized certain programs with grants, contributions and
restricted interest ($553,422). The City paid for the remaining “public benefit” portion of
governmental activities with tax (some of which could only be used for certain programs) and
other receipts, such as interest, sale of capital assets and transfers from Enterprise Funds.

Changes in Cash Basis Net Position of Business Type Activities
Year ended June 30,

2015 2014
Receipts:
Program receipts:
Charges for service:
Water $ 161,951 160,694
Electric 2,136,290 2,203,503
Sewer 219,537 217,074
Storm water 50,518 48,995
Capital grants, contributions and restricted interest 2,987 216,482
General receipts:
Unrestricted interest on investments 8,543 7,599
Bond proceeds 38,510 535,627
Total receipts 2,618,336 3,389,974
Disbursements:
Water 193,680 156,955
Electric 1,657,667 2,236,751
Sewer 284,588 570,246
Storm water 9,293 27,975
Total disbursements 2,145,228 2,991,927
Change in cash basis net position before transfers 473,108 398,047
Transfers, net (83,880) (743,320)
Change in cash basis net position 389,228 (345,273)
Cash basis net position beginning of year 2,003,766 2,349,039
Cash basis net position end of year $ 2,392,994 2,003,766

Total business type activities cash basis net position increased over a year ago, from
$2,003,766 to $2,392,994. The overall increase is due to lower disbursements for capital
improvements in the Enterprise, Electric and Sewer Funds.
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INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS

As the City of State Center completed the year, its governmental funds reported a
combined fund balance of $2,949,919, an increase of $237,452 over last year’s total of
$2,712,467. 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 increased $115,900 over the prior year to
$1,019,121. This increase is due to transfers from the Special Revenue, Local
Option Sales Tax Fund and the Enterprise, Electric Fund.

e The Special Revenue, Urban Renewal Tax Increment Fund cash balance increased
$38,431 to $372,981. This increase is due to receiving more tax increment
financing receipts than was required to be disbursed for debt service.

e The Debt Service Fund cash balance decreased $4,574 to $85,266. This decrease is

primarily attributable to debt payments slightly exceeding transfers and tax
receipts.

e The Capital Projects Fund cash balance increased $4,544 to a deficit balance of
$239,696 at the end of the fiscal year. This slight improvement is due to capital

project disbursements being slightly lower than grant moneys received.

e The Permanent, Ira D. Kauffman Charitable Community Trust Fund cash balance
increased $14,703 to $1,392,794 during the fiscal year.

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

e The Enterprise, Water Fund cash balance decreased $35,052 to $46,703. This
decrease is primarily due to capital projects completed during the year.

e The Enterprise, Electric Fund cash balance increased $423,928 to $2,209,767. The
increase is primarily due to lower transfers to the Capital Projects Fund.

. The Enterprise, Sewer Fund cash balance decreased $30,942 to $5,005. The
decrease is due to lower spending for capital improvements during the year.

BUDGETARY HIGHLIGHTS
Over the course of the year, the City did not amend its budget.
The City’s receipts were $43,184 more than budgeted.

Total disbursements were $446,190 less than budgeted. This is due to disbursements in
the business type activities function being lower than expected.

11



DEBT ADMINISTRATION

At June 30, 2015, the City had $2,084,037 of bonds and notes outstanding, compared to
$2,256,527 last year, as shown below.

Outstanding Debt at Year-End

June 30,
2015 2014
General obligation bonds and notes $ 1,315,000 1,485,000
Revenue bonds and notes 769,037 771,527
Total $ 2,084,037 2,256,527

The Constitution of the State of Iowa limits the amount of general obligation debt cities can
issue to 5% of the assessed value of all taxable property within the City’s corporate limits. The
City’s outstanding general obligation debt is $1,547,598, including TIF debt of $232,598, is below
its constitutional debt limit of approximately $2,717,000.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The City of State Center’s elected and appointed officials and citizens considered many
factors when setting the fiscal year 2016 budget, tax rates and fees charged for various City
activities. The City’s fiscal year 2016 assessed valuation increased approximately $540,000 from
the fiscal year 2015 level.

The fiscal year 2016 budget contains total receipts of $3,875,746 and disbursements of
$4,020,216. This budget is higher than the fiscal year 2015 budget, which contained total
receipts of $3,660,289 and disbursements of $3,593,875. The City did not budget for capital
projects for fiscal year 2016.

The fiscal year 2016 property tax levy is $9.64036 per $1,000 of taxable valuation, a
decrease from $9.75916 per $1,000 of taxable valuation in fiscal year 2015. The debt service levy
increased slightly from $.31503 per $1,000 of taxable valuation in fiscal year 2015 to $.31847 per
$1,000 of taxable valuation in fiscal year 2016.

These parameters were taken into account when adopting the budget for fiscal year 2016.
CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial 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 the City Clerk, P.O. Box 668, State Center, lowa 50247-0668.
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City of State Center

Cash Basis Statement of Activities and Net Position

As of and for the year ended June 30, 2015

Functions/Programs:
Governmental activities:
Public safety
Public works
Culture and recreation
Community and economic development
General government
Debt service
Capital projects

Total governmental activities
Business type activities:
Water
Electric
Sewer
Storm water

Total business type activities

Total
General Receipts and Transfers:
Property and other city tax levied for:
General purposes
Debt service
Tax increment financing
Local option sales tax
Unrestricted interest on investments
Bond proceeds
Sale of capital assets
Transfers

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:

Ira D. Kauffman Charitable Community Trust

Expendable:
Urban renewal purposes
Debt service
Streets
Library
Other purposes
Unrestricted

Total cash basis net position

See notes to financial statements.

Program Receipts

Operating Grants,

Capital Grants,

Contributions Contributions
Charges for and Restricted and Restricted

Disbursements Service Interest Interest
$ 244,479 2,225 49,211 -
145,978 7,342 152,735 -
146,218 7,664 207,565 -
95,983 - 68,086 -
134,866 23,079 134 -
209,128 - - -
71,147 - - 75,691
1,047,799 40,310 477,731 75,691
193,680 161,951 - -
1,657,667 2,136,290 - -
284,588 219,537 - 2,987
9,293 50,518 - -
2,145,228 2,568,296 - 2,987
$ 3,193,027 2,608,606 477,731 78,678
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Exhibit A

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

Governmental  Business Type
Activities Activities Total
(193,043) - (193,043)
14,100 - 14,100
69,011 - 69,011
(27,897) - (27,897)
(111,654) - (111,654)
(209,128) - (209,128)
4,544 - 4,544
(454,067) - (454,067)
- (81,729) (31,729)
- 478,623 478,623
- (62,064) (62,064)
- 41,225 41,225
- 426,055 426,055
(454,067) 426,055 (28,012)
238,253 - 238,253
10,194 - 10,194
202,120 - 202,120
145,808 - 145,808
4,572 8,543 13,115
- 38,510 38,510
6,692 - 6,692
83,880 (83,880) -
691,519 (36,827) 654,692
237,452 389,228 626,680
2,712,467 2,003,766 4,716,233
$ 2,949,919 2,392,994 5,342,913
$ 1,057,093 - 1,057,093
372,981 - 372,981
85,266 4,815 90,081
200,182 - 200,182
751,479 - 751,479
454,972 - 454,972
27,946 2,388,179 2,416,125
$ 2,949,919 2,392,994 5,342,913
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City of State Center

Statement of Cash Receipts, Disbursements
and Changes in Cash Balances

Governmental Funds

As of and for the year ended June 30, 2015

Receipts:
Property tax
Tax increment financing
Other city tax
Licenses and permits
Use of money and property
Intergovernmental
Charges for service
Special assessments
Miscellaneous

Total receipts
Disbursements:
Operating:
Public safety
Public works
Culture and recreation
Community and economic development
General government
Debt service
Capital projects
Total disbursements
Excess (deficiency) of receipts
over (under) disbursements
Other financing sources (uses):
Sale of capital assets
Transfers in
Transfers out

Total other financing sources (uses)
Change in cash balances
Cash balances beginning of year

Cash balances end of year
Cash Basis Fund Balances

Special
Revenue

Urban Renewal

Nonspendable - Ira D. Kaufmann Charitable Community Trust $ -

Restricted for:
Urban renewal purposes
Debt service
Streets
Library
Other purposes
Unassigned

Total cash basis fund balances

See notes to financial statements.

Tax Debt Capital

General Increment Service Projects
$ 238,253 - 10,194 -
- 202,120 - -

7,894 - - -
38,850 - - -
34,356 - - 75,691
7,664 - - -

- - 4,796 -
208,231 - - -
535,248 202,120 14,990 75,691
244,479 - - -
32,810 - - -
146,218 - - -
- 50,641 - -
134,866 - - -
- - 209,128 -

- - - 71,147
558,373 50,641 209,128 71,147
(23,125) 151,479 (194,138) 4,544
6,692 - - -
132,333 - 189,564 -
- (113,048) - -
139,025 (113,048) 189,564 -
115,900 38,431 (4,574) 4,544
903,221 334,550 89,840 (244,240)
$ 1,019,121 372,981 85,266 (239,696)
- 372,981 - -

- - 85,266 -
751,479 - - -
267,642 - - (239,696)
$ 1,019,121 372,981 85,266 (239,696)
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Exhibit B

Permanent
[ra D. Kauffman

Charitable
Community
Trust Nonmajor Total
- - 248,447
- - 202,120
- 145,808 145,808
- - 7,894
68,045 130 107,025
- 152,647 262,694
- - 7,664
- - 4,796
- - 208,231
68,045 298,585 1,194,679
- - 244,479
- 113,168 145,978
- - 146,218
45,342 - 95,983
- - 134,866
- - 209,128
- - 71,147
45,342 113,168 1,047,799
22,703 185,417 146,880
- - 6,692
- 321,897
(8,000) (116,969) (238,017)
(8,000) (116,969) 90,572
14,703 68,448 237,452
1,378,091 251,005 2,712,467
1,392,794 319,453 2,949,919
1,057,093 - 1,057,093
- - 372,981
- - 85,266
- 200,182 200,182
- - 751,479
335,701 119,271 454,972
- - 27,946
1,392,794 319,453 2,949,919
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Exhibit C

City of State Center
Statement of Cash Receipts, Disbursements
and Changes in Cash Balances

Proprietary Funds

As of and for the year ended June 30, 2015

Enterprise
Nonmajor
Storm
Water Electric Sewer Water Total
Operating receipts:
Charges for service $ 161,951 2,125,770 219,537 50,518 2,557,776
Miscellaneous - 10,520 - - 10,520
Total operating receipts 161,951 2,136,290 219,537 50,518 2,568,296
Operating disbursements:
Business type activities 138,381 1,551,639 98,878 6,877 1,795,775
Excess of operating receipts over
operating disbursements 23,570 584,651 120,659 43,641 772,521
Non-operating receipts (disbursements):
Interest on investments 133 8,410 - - 8,543
Bond proceeds - - 38,510 - 38,510
Grant - - 2,987 - 2,987
Debt service - - (56,762) - (56,762)
Capital projects (55,299) (106,028) (128,948) (2,416) (292,691)
Total non-operating
receipts (disbursements) (55,166) (97,618) (144,213) (2,416) (299,413)
Excess (deficiency) of receipts
over (under) disbursements (31,596) 487,033 (23,554) 41,225 473,108
Transfers in - 21,336 - 9,078 30,414
Transfers out (3,456) (84,441) (7,388) (19,009) (114,294)
Total transfers in (out) (3,456) (63,1095) (7,388) (9,931) (83,880)
Change in cash balances (35,052) 423,928 (30,942) 31,294 389,228
Cash balances beginning of year 81,755 1,785,839 35,947 100,225 2,003,766
Cash balances end of year $ 46,703 2,209,767 5,005 131,519 2,392,994
Cash Basis Fund Balances
Restricted for debt service $ - - 4,815 - 4,815
Unrestricted 46,703 2,209,767 190 131,519 2,388,179
Total cash basis fund balances $ 46,703 2,209,767 5,005 131,519 2,392,994

See notes to financial statements.
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City of State Center
Notes to Financial Statements

June 30, 2015

(1) Summary of Significant Accounting Policies

The City of State Center is a political subdivision of the State of lowa located in Marshall
County. It was first incorporated in 1867 and operates under the Home Rule provisions
of the Constitution of Iowa. 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 economic development and
general government services. The City also provides water, electric, sewer and storm
water utilities for its citizens.

A. Reporting Entity

For financial reporting purposes, the City of State Center has included all funds,
organizations, agencies, boards, commissions and authorities. The City has
also considered all potential component units for which it is financially
accountable and other organizations for which the nature and significance of
their relationship with the City are such that exclusion would cause the City’s
financial statements to be misleading or incomplete. The Governmental
Accounting Standards Board has set forth criteria to be considered in
determining financial accountability. These criteria include appointing a voting
majority of an organization’s governing body and (1) the ability of the City to
impose its will on that organization or (2) the potential for the organization to
provide specific benefits to or impose specific financial burdens on the City.

These financial statements present the City of State Center and its blended
component unit. The component unit discussed below is included in the City’s
reporting entity because of the significance of its operational or financial
relationship with the City.

Blended Component Unit

The Ira D. Kauffman Charitable Community Trust was incorporated under the
provisions of the Iowa Nonprofit Corporation Act to operate exclusively for the
benefit of the City. In accordance with criteria set forth by the Governmental
Accounting Standards Board, the Trust meets the definition of a component
unit which should be blended. The financial activity of the component unit has
been blended as a Permanent Fund of the City.

Jointly Governed Organizations

The City 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
and commissions: Marshall County Assessor’s Conference Board, Marshall
County Emergency Management Commission and Marshall County Joint E911
Service Board.
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B. Basis of Presentation

Government-wide Financial Statement — 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 activity has been removed from
this statement. Governmental activities, which are supported by tax and
intergovernmental receipts, are reported separately from business type
activities, which rely to a significant extent on fees and charges for service.

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

Nonexpendable restricted net position is subject to externally imposed
stipulations which require the cash balance to be maintained
permanently by the City, including the City’s Permanent Fund.

Expendable restricted net position results when constraints placed on the
use of cash balances are either externally imposed or are imposed by law
through constitutional provisions or enabling legislation. Enabling
legislation did not result in any restricted net position.

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

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

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 columns
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 not
paid from other funds.

The Special Revenue, Urban Renewal Tax Increment Fund is used to
account for tax increment financing collections and the repayment of tax
increment financing indebtedness.

20



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 Capital Projects Fund is utilized to account for all resources used in
the acquisition and construction