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INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Members of the City Council
City of Willmar, Minnesota

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining
fund information of the City of Willmar, Minnesota, as of and for the year ended December 31, 2014, and
the related notes to the financial statements, which collectively comprise the City’s basic financial
statements as listed in the table of contents. We did not audit the financial statements of Rice Memorial
Hospital and Willmar Municipal Utilities, which represent 100 percent, respectively, of the assets, net
position, and revenues of Rice Memorial Hospital and Willmar Municipal Ultilities. Those financial
statements were audited by other auditors whose reports thereon have been furnished to us, and our opinion,
in so far as it relates to the amounts included for Rice Memorial Hospital and Willmar Municipal Utilities is
based on the reports of the other auditors.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; 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 did not audit
the financial statements of Rice Memorial Hospital and Willmar Municipal Utilities, which represent 100
percent, respectively, of the assets, net position, and revenues of Rice Memorial Hospital and Willmar
Municipal Utilities. Those financial statements were audited by other auditors whose reports thereon have
been furnished to us, and our opinion, in so far as it relates to the amounts included for Rice Memorial
Hospital and Willmar Municipal Utilities is based on the reports of the other auditors. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Governmment Auditing Standards issued by the
Comptroller General of the United States. The financial statements of Rice Memorial Hospital were not
audited in accordance with Government Auditing Standards. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.
ii
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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 entity’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 entity’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 that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Basis for Qualified Opinion on the Governmental Activities

As discussed in Note 5 to the financial statements, the City has not adopted Governmental Accounting
Standards Board No. 45, Accounting and Financial Reporting by Employers for Post-Employment Benefits
Other Than Pensions, as it relates to its Primary Government as of and for the year ended December 31,
2014. The amount by which this departure would affect the liabilities of the governmental activities is not
reasonably determinable.

Qualified Opinion

In our opinion, except for the matters described in the “Basis for Qualified Opinion on the Governmental
Activities” paragraph, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities of the City of Willmar, Minnesota, as of
December 31, 2014, and the respective changes in financial position thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Ungqualified Opinions

In our opinion, based on our audit and the report of the other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the business-type activities,
and the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Willmar, Minnesota, as of December 31, 2014, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 1 through 10 and 50 through 64 be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We and other auditors have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the
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information and comparing the information for consistency with management’s responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Willmar, Minnesota’s basic financial statements. The introductory section, combining
and individual nonmajor fund financial statements and schedules, and statistical section are presented for
purposes of additional analysis and are not a required part of the basic financial statements. The schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is also not a required part of the basic financial statements.

The combining and individual nonmajor fund financial statements and the schedule of expenditures of
federal awards are the responsibility of management and were derived from and relate 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 auditing standards
generally accepted in the United States of America. In our opinion, the combining and individual nonmajor
fund financial statements and the schedule of expenditures of federal awards are fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have 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 them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 17,
2015 on our consideration of the City of Willmar, Minnesota’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, 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 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 Willmar, Minnesota’s internal
control over financial reporting and compliance.

lJ,ua7 Zashu, FitP

WESTBERG EISCHENS, PLLP
Willmar, Minnesota
September 17, 2015
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
OVER FINANCIJAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Mayor and City Council
City of Willmar, Minnesota

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, the discretely presented component units, each major fund, and the
aggregate remaining fund information of the City of Willmar, Minnesota, as of and for the year ended
December 31, 2014, and the related notes to the financial statements, which collectively comprise the City
of Willmar, Minnesota’s basic financial statements and have issued our report thereon dated September 17,
2015. Our report was qualified for governmental activities due to the failure to adopt GASB 45 and was
modified to include a reference to other auditors. Our report includes a reference to other auditors who
audited the financial statements of Rice Memorial Hospital and Willmar Municipal Utilities, as described in
our report on the City of Willmar, Minnesota’s financial statements. This report does not include the results
of the other auditors’ testing of internal control over financial reporting or compliance and other matters that
are reported on separately by those auditors. The financial statements of Rice Memorial Hospital were not
audited in accordance with Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial reporting as a
basis for designing our audit procedures for the purpose of expressing our opinion 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.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses and therefore, there can be no
assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified.
However, as described in the accompanying schedule of findings and responses, we identified certain
deficiencies in internal control over financial reporting that we consider to be material weaknesses and other
deficiencies that we consider to be significant deficiencies.

iii
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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 that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis. We considered the
deficiency described in the accompanying schedule of findings and responses as item 2008-001 to be a
material weakness in internal control over financial reporting.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements, noncompliance 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 our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

City of Willmar, Minnesota’s Response to Findings

The City of Willmar, Minnesota’s response to the findings identified in our audit is described in the
accompanying schedule of findings and responses. The City of Willmar, Minnesota’s response was not
subject to the auditing procedures applied in the audit of the financial statements and, accordingly, we
express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’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 entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Wty Zavh, F2LP
Westberg Eischens, PLLP

Willmar, Minnesota
September 17, 2015

iii
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INDEPENDENT AUDITOR’S REPORT ON MINNESOTA LEGAL COMPLIANCE

Mayor and City Council
City of Willmar, Minnesota

We have audited, in accordance with auditing standards generally accepted in the United States of America, and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States, the financial statements of the City of Willmar, Minnesota, as of and for the year ended December
31, 2014, and the related notes to the financial statements, and have issued our report thereon dated September 17, 2015.

The Minnesota Legal Compliance Audit Guide for Political Subdivisions, promulgated by the State Auditor pursuant to
Minn. Stat. § 6.65, contains seven main categories of compliance to be tested: contracting and bidding, deposits and
investments, conflicts of interest, public indebtedness, claims and disbursements, miscellaneous provisions, and tax
increment financing. Our audit considered all of the listed categories except tax increment financing because the City did
not have any active districts during the year.

In connection with our audit, nothing came to our attention that caused us to believe that City of Willmar, Minnesota
failed to comply with the provisions of the Minnesota Legal Compliance Audit Guide for Political Subdivisions.
However, our audit was not directed primarily toward obtaining knowledge of such noncompliance. Accordingly, had we
performed additional procedures, other matters may have come to our attention regarding the City of Willmar,
Minnesota’s noncompliance with the above referenced provisions.

The purpose of this report is solely to describe the scope of our testing of compliance and the results of that testing, and
not to provide an opinion on compliance. Accordingly, this communication is no suitable for any other purpose.

Wpliny Zavha, 2F

Westberg Eischens, PLLP
Willmar, Minnesota
September 17, 2015

iv
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Mayor and City Council
City of Willmar, Minnesota

Report on Compliance for Each Major Federal Program

We have audited the City of Willmar, Minnesota’s compliance with the types of compliance requirements described
in the OMB Circular A-133 Compliance Supplement that could have direct and material effect on each of City of
Willmar, Minnesota’s major federal programs for the year ended December 31, 2014. The City of Willmar,
Minnesota’s major federal programs are identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants applicable
to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the City of Willmar, Minnesota’s major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about the
City of Willmar, Minnesota’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances.

Opinion on Each Major Federal Programs

In our opinion, the City of Willmar, Minnesota complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal programs for
the year ended December 31, 2014.

Report on Internal Control Over Compliance

Management of the City of Willmar, Minnesota, is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the City of Willmar, Minnesota’s internal control over compliance with the types
of requirements that could have a direct and material effect on each major federal program to determine the auditing
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on compliance for each
major federal program and to test and report on internal control over compliance in accordance with OMB Circular A-
133, but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the City of Willmar, Minnesota’s internal control
over compliance.
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Our consideration of internal control over compliance was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control over compliance that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that
were not identified. However, as discussed below, we identified certain deficiencies in internal control over
compliance that we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A
material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal
control over compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control over compliance that might be material
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that
we consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal
control over compliance and the results of that testing based on the requirements of OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose

"/““y Zieob, FPLP

Westberg Eischens, PLLP
Willmar, Minnesota
September 17, 2015
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CITY OF WILLMAR
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For The Year Ended December 31, 2014

NOTE 1: REPORTING ENTITY

The Schedule of Expenditures of Federal Awards presents the activities of federal award programs expended by the City
of Willmar, Minnesota. The City of Willmar’s reporting entity is defined in Notel to the financial statements.

NOTE 2: BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the City of Willmar
and is presented on the modified accrual basis of accounting. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States. Local Governments, and Non-Profit
Organizations. Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in the
preparation of, the basic financial statements.

NOTE 3: SUBRECIPIENTS

Of the expenditures presented in the schedule, the City of Willmar provided federal awards to sub-recipients as follows:

Amount
CFDA Provided to
Number Program Name Subrecipients
14.228 Community Development $ 713,935

Block Grant - State's Program

NOTE 4: LOANS

CFDA 66.458 Capitalization Grants for Clean Water State Revolving Funds

Loan proceeds expended for the year ended December 31, 2014 was $2,402,989. The loan balance outstanding at year
end was $2,402,989.
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CITY OF WILLMAR, MINNESOTA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended December 31,2014
SECTION I: SUMMARY OF AUDITOR'S RESULTS
Financial Statements
Type of auditor's report issued: Qualified

Internal control over financial reporting:

Significant deficiency (ies) identified? X yes no

Significant deficiency (ies) identified that are

considered to be material weaknesses? X yes none reported
Noncompliance material to financial statement noted? yes X no
Federal Awards

Internal control over major programs:
Significant deficiency (ies) identified? yes X no

Significant deficiency (ies) identified that are
considered to be material weakness (es)? yes X none reported

Type of auditor's report issued on compliance for major programs: Unqualified

Any audit findings disclosed that are required to be
reported in accordance with section 510(a) of
Circular A-133? yes X no

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
66.468 Capitalization Grants for Drinking Water State Revolving Funds
14.228 Community Development Block Grants — State Program

Dollar threshold used to distinguish between type A
and type B programs:  $ 300,000

Auditee qualified as low-risk auditee? yes X no
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CITY OF WILLMAR, MINNESOTA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For The Year Ended December 31, 2014
SECTION II: FINANCIAL STATEMENT FINDINGS

Finding 2008-001

Criteria:
Generally, a system of internal control includes the ability to understand and prepare the City’s financial statements
and related disclosures in accordance with accounting principles generally accepted in the United States of America
(GAAP).

Condition:
The financial statements do not include all the required accruals and disclosures related to the City’s OPEB
obligations.

Questioned Costs:
None

Cause:

The City had not adopted Governmental Accounting Standards Board (GASB) Statement No. 45, Accounting and
Financial Reporting by Employers for Postemployment Benefits Other than Pensions (OPEB) as it relates to the
Primary Government.

Effect:
The City is unable to make a determination of whether or not its OPEB liabilities are material.

Recommendation:

We recommend the City establish a plan to adopt GASB 45 in order to comply with generally accepted accounting
principles.

CORRECTIVE ACTION PLAN (CAP)

Finding 2008-001

Explanation of Disagreement with Audit Finding:
There is no disagreement with the audit finding.

Actions Planned in Response to Finding:
The City has an agreement with an actuary to perform the necessary calculations to determine its OPEB liabilities.

Officer Responsible for Ensuring CAP:
Finance Director

Planned Completion Date:
December 2014

Plan to Monitor Completion of CAP:
City Administrator
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CITY OF WILLMAR, MINNESOTA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For The Year Ended December 31, 2014
SECTION III: MAJOR FEDERAL AWARDS FINDINGS

None

SECTION 1V: PRIOR YEAR FINDINGS

Finding 2008-001

Status:
Unresolved

Condition:
The financial statements do not include all the required accruals and disclosures related to the City’s OPEB

obligations.
Recommendation:
We recommend the City establish a plan to adopt GASB 45 in order to comply with generally accepted accounting

principles.

Actions Planned in Response to Finding:
The City has an agreement with an actuary to perform the necessary calculations to determine its OPEB liabilities.
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CITY OF WILLMAR, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2014

This section of the basic financial statements of the City of Willmar (the City) presents a discussion and analysis
of the City’s financial performance during the fiscal year ended December 31, 2014. Please read it in conjunction
with the City’s basic financial statements following this section.

Financial Highlights

- The assets of the City exceeded liabilities by $139,367,861 (net position). Of this amount, $37,484,818 (in
Committed and Unrestricted net position) may be used to meet the government’s ongoing obligations to
citizens and creditors in accordance with the City’s fund designations and fiscal policies.

- The City’s total net position increased by $1,559,570.

- The City’s governmental funds reported combined ending fund balances of $38,841,626. Of this total amount,
approximately 77% is available for spending at the City’s discretion.

- At the end of the current fiscal year, committed fund balance for the General Fund was $14,017,150, or 106%
of the total General Fund expenditures of $13,196,681.

Using this Annual Report

This annual report consists of a series of financial statements. The Statement of Net Position and the Statement of
Activities provide information about the activities of the City as a whole and present a longer-term view of the
City’s finances. Fund financial statements are presented after the Statement of Net Position. Fund financial
statements also report the City’s operations in more detail than the government-wide statements by providing
information about the City’s funds. The notes to the basic financial statements provide information that is
essential to a full understanding of the data provided in the government-wide and fund financial statements. This
report also contains other supplementary information in addition to the basic financial statements.

The City as a whole: Statement of Net Position and Statement of Activities

Our analysis of the City of Willmar begins with the Statement of Net Position and the Statement of Activities.
One of the most important questions asked about the City’s finances is, “Is the City as a whole better off as a
result of the year’s activities?” The Statement of Net Position and the Statement of Activities both report
information about the City as a whole and about its activities in a way that helps answer this question. These
statements include all assets and liabilities using the accrual basis of accounting, which is similar to the
accounting used by most private-sector companies. All of the current year’s revenues and expenses are taken into
account regardless of when cash is received or paid. These, two statements report the City’s net position and
changes thereto. You can think of the City’s net position — the difference between assets and liabilities — as one
way to measure the City’s financial health. Over time, increases and decreases in the City’s net position is one
indicator of whether the City’s financial health is improving or deteriorating.

You will need to consider other nonfinancial factors, however, to assess the overall health of the City of Willmar.



CITY OF WILLMAR, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31,2014

In the Statement of Net Position and the Statement of Activities, we divide the City into two kinds of activities:
Governmental Activities - Most of the City’s basic services are reported here, including the police, public works,
parks departments and general administration. Property taxes, franchise fees, and state and federal grants finance

most of these activities.

Business-Type Activities — The City charges a fee to customers to help cover all or most of the cost of certain
services it provides. The City’s waste treatment fund and internal service fund are reported here.

The City’s Most Significant Funds: Fund Financial Statements

Our analysis of the City of Willmar’s major funds begins with the fund financial statements. These statements
provided detailed information about the most significant funds — not the City as a whole. Some funds are required
to be established by state law and by bond covenants. However, the City Council establishes other funds to help
it control and manage money for particular purposes or to show that it is meeting legal responsibilities for using
certain taxes, grants, and other money. The City of Willmar’s two kinds of funds — governmental and proprietary
— use different accounting approaches.

Governmental Funds — Most of the City of Willmar’s basic services are reported in governmental funds.
Governmental funds focus on how money flows into and out of those funds and the balances left at year-end that
are available for spending. These funds are reported using an accounting method called modified accrual
accounting, which measures cash and all other financial assets that can readily be converted to cash. The
governmental 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 the reader of the statements determine
whether there are more or fewer financial resources that can be spent in the near future to finance the City’s
programs. We describe the relationship (or differences) between governmental activities (reported in the
Statement of Net Position and the Statement of Activities) and governmental funds in reconciliation after the fund
financial statements.

The governmental fund financial statements can be found on pages 15-21 of this report.

Proprietary Funds — When the City of Willmar charges customers for the services it provides — whether to
outside customers or to other units of the City — these services are generally reported in proprietary funds.
Proprietary funds are reported in the same way that all activities are reported in the Statement of Net Position and
the Statement of Activities. In fact, the City’s enterprise funds are the same as the business-type activities we
report in the government-wide statements, but provide more detail and additional information, such as cash flows,
for proprietary funds.

The proprietary fund financial statements can be found on pages 22-25 of this report.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statements can be found on pages 26-
49 of this report.

Statement of Net Position

The City of Willmar’s net position increased from a year ago. Our analysis below focuses on the net position
(Table 1) and changes in net position (Table 3) of the City’s governmental and business-type activities.



CITY OF WILLMAR, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS

December 31,2014
Table 1
Condensed Statement of Net Position
Governmental Activities Business-ty pe Activities Total
2014 2013 2014 2013 2014 2013
Current and other assets  $ 46,328,106 § 48,716,212 § 7.451,136 5,062,176  $ 53,779.242 § 53.778.388
Net capital assets 91,190,056 90,066,278 88,937,197 88,477,483 180,127.253 178.543.761
Total Assets 137,518,162 138,782,490 96,388,333 93,539,659 233,906.495 232.322.149
Other liabilities 3,374,253 2,349,321 289,888 431,463 3.664.141 2.780.784
Long-term liabilities 15,819,795 16,529,585 75,054,698 75,203,489 90.874.493 91.733.074
Total Liabilities 19,194,048 18,878,906 75,344,586 75,634,952 94,538.634 94.513.858
Net Position

Net Investment in
Capital Assets 79,110,056 76,866,278 13,882,499 13.273,994 92.992.555 90.140.272
NonExpendable - - - - - -
Restricted 39,063,497 42,895,574 (320,224) 1.720,044 38,743.273 44,615,618
Unrestricted 150,561 141,732 7,481,472 2,910,669 7,632.033 3.052.401

Total Net Position $118,324,114  $119,903,584  § 21,043,747 $ 17,904,707  $139,367.861 $137.808.291

Governmental Activities
The net position of the City’s governmental activities decreased by $1,579,470 in 2014. The decrease was mainly
due to a combination of a substantial decrease in the amount of Capital Grants and Contributions and an increase
in Public Works spending.

Business-Type Activities

The total net position of the City’s business-type activities increased by $3,139,040 in 2014. The increase was due
to an increase in Charges for Services received in 2014 as well as Transfers In.

Table 2
Condensed Statement of Net Position
Rice Memorial Hospital Municipal Utilities Total
2014 2013 2014 2013 2014 2013

Current and other assets $ 70,015,155 § 73,085,120 $ 27,345,793 $ 25,868,731 $ 97,360,948 $ 98,953,851

Net capital assets 61,760,743 61,191,059 30,412,231 29,762,948 92,172,974 90,954,007
Total Assets 131,775,898 134,276,179 57,758,024 55,631,679 189,533,922 189,907,858
Current and other liabilities 15,981,135 14,432,528 4,704,701 3,281,961 20,685,836 17,714,489
Long-term liabilities 50,940,468 54,352,691 7,595,405 8,740,690 58,535,873 63,093,381
Total Liabilities 66,921,603 68,785,219 12,300,106 12,022,651 79,221,709 80,807,870
Net Position

Net Investment in
capital assets 15,646,999 13,466,891 23,252,231 22,027,948 38,899,230 35,494,839
NonExpendable 3,530,542 3,512,918 - - 3,530,542 3,512,918
Restricted debt 3,675,320 3,909,286 12,441,724 12,366,724 16,117,044 16,276,010
Unrestricted 42,001,434 44,601,865 9,763,963 9,214,356 51,765,397 53,816,221

Total Net Position $ 64,854,295 § 65,490,960 $ 45,457,918 $ 43,609,028 $ 110,312,213 $ 109,099,988




Primary Government

CITY OF WILLMAR, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS

December 31, 2014

Table 3
Condensed Statement of Activities

Revenues
Program revenues:
Charges for services
Operating grants and
contributions
Capital grants and
contributions
General revenues:
Property and other taxes
Grants and contributions not
restricted to specific program
Other
Intergovernmental

Total Revenues

Expenses
General Government
Public works
Public safety
Social services
Culture and recreation
Economic development
Capital projects
Debt service
Office services
Waste treatment

Total Expenses

Changes in Net Position
Before Transfers

Transfers
Changes in Net Position

Net Position, Beginning of Year
Prior period adjustment

Net Position, End of Year

Governmental Activities Business-type Activities Total
2014 2013 2014 2013 2014 2013
$ 1,702,698 § 1,668,239 $ 8,876,769 $§ 7,454246 $ 10579467 § 9.122,485
771,958 723,679 - - 771,958 723,679
1,710,801 3,558,095 - 763,205 1,710,801 4,321,300
4,582,848 4,551,582 - - 4,582,848 4,551,582
4,611,868 4,224,936 - - 4,611,868 4,224,936
3,280,747 (1,257,347) 391,812 (319.,444) 3,672,559 (1,576,791)
16,660,920 13,469,184 9,268,581 7,898,007 25,929,501 21,367,191
4,429,369 3,807,175 - - 4,429,369 3.807,175
7,506,805 6,342,972 - - 7,506,805 6,342,972
4,725,380 4,721,161 - - 4.725.380 4.721.161
2,344,720 2,476,352 - - 2,344,720 2,476,352
863,301 38,864 - - 863.301 38.864
307,220 369,360 - - 307,220 369,360
- - 6,749,481 6,734,381 6,749,481 6,734,381
20,176,795 17,755,884 6,749,481 6,734,381 26,926,276 24,490,265
(3,515,875) (4,286,700) 2,519,100 1,163,626 (996.,775) (3.123,074)
1,936,405 2,276,270 619,940 177,000 2,556,345 2,453,270
(1,579,470) (2,010,430) 3,139,040 1,340,626 1,559,570 (669,804)
119,903,584 121,914,014 17,904,707 16,564,081 137,808,291 138.478,095
$118,324,114  $119,903,584 $§ 21,043,747 § 17,904,707 $139367,861 $137.808,291




CITY OF WILLMAR, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2014

Component Units
Component Units

The total net position of the City’s two component units increased by $1,212,225 in 2014. The net position of the
Municipal Utilities Commission increased by $1,848,890, and the net position of Rice Memorial Hospital
decreased by $636,665.

Table 4
Condensed Statement of Activities

Rice Memorial Hospital Municipal Utilities Total
2014 2013 2014 2013 2014 2013
Revenues
Hospital $ 94,944,183 § 98,722,609 $ - % - 5 94944183 $ 98,722,609
Municipal Utility - - 31,203,470 29,874,919 31,203,470 29.874919
Interest Earnings 1,460,784 1,774,647 827,219 (369,973) 2,288,003 1,404,674
Gain (Loss) on sale
of Capital Assets (14,982) (126,163) 18,718 (1,007) 3,736 (127,170)
Miscellaneous 81,492 (724,227) 88,197 29,570 169,689 (694,657)
Total Revenues 96,471,477 99,646,866 32,137,604 29,533,509 128,609,081 129,180,375
Expenses
Hospital 96,625,795 100,530,487 - - 96,625,795 100,530,487
Municipal Utility - - 28,213,318 27,575,546 28,213,318 27,575,546
Total Expenses 96,625,795 100,530,487 28,213,318 27,575,546 124,839,113 128,106,033
Changes in Net Position
Before transfers (154,318) (883,621) 3,924,286 1,957,963 3,769,968 1,074,342
Transfers (482,347) (457,697) (2,075,396) (1,995,573) (2,557,743) (2,453,270)
Changes in Net Position (636,665) (1,341,318) 1,848,890 (37,610) 1,212,225 (1,378,928)
Net Position, Beginning 65,490,960 66,832,278 43,609,028 43,646,638 109,099,988 110,478,916
Net Position, Ending $ 64854295 § 65,490,960 $45457,918 $ 43,609,028 $ 110312213 $ 109,099,988




CITY OF WILLMAR, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2014

Governmental Activities

Revenues — The following chart visually illustrates the City’s revenues by source for its governmental activities:

Revenue by Source - Governmental Activities

Charges for services,
10%

Other, 20%

Operating grants and
contributions, 5%

Capital grants and
Grants and contributions contributions, 10%
not restricted to specific

programs, 28%

Property and other taxes,
28%

Expenses — The following chart visually illustrates the City’s expenses by source for its governmental activities:

Expenses by Source - Governmental Activities
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CITY OF WILLMAR, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31,2014

Financial Analysis of the City’s Funds

General Fund —

The City’s General Fund increased by $384,240 in 2014 which is $1,512,892 more than the final budget
projection which reflected a decrease of $1,128,652. Part of the increase is due to the net increase in fair market
values of investments during 2014 and part is from an increase in Licenses/Permits and Taxes Revenue, and a
decrease in expenditures for Public Safety and Public Works.

Debt Service Funds —
Special Assessments Bond Debt Service Fund increased by $191,881. The increase was attributable to the net
increase in fair market values of investments during 2014.

Special Revenue Fund —
Industrial Development Fund decreased by $7,256,965. The decrease was due to transfers out to the Waste
Treatment Fund and to various street programs for Capital Improvements using Local Option Sales Tax Funds.

Special Revenue Fund —
Community Investment Fund increased by $264,523. The increase was mainly due to the substantial net decrease
in fair market values of investments during 2014,

Capital Projects Fund —

Street, Water/Sewer Capital Projects Fund increased by $4,442,463. The fund increase was due to an increase in
intergovernmental fund transfers from the Industrial Development Fund using Local Options Sales Tax Funds for
specific Capital Improvements.

GENERAL FUND BUDGETARY HIGHLIGHTS:

The City approved the 2014 general fund budget anticipating expenditures would exceed revenues by $1,116,167.
The main difference between the original and final budget totaling $12,485 was mainly due to a decrease in
transfers out to Capital Improvements.

At the end of the year, revenues exceeded the final budget by $828,624 and expenditures were less than the final
budget by $890,478. Transfers in were less than the final budget by $206,097. The most significant positive
variance for revenues was in Licenses/Permits. There were no negative variances in revenue. Positive variances
in expenditures were reflected in all areas including General Government, Public Safety, Public Works, and
Culture/Recreation.



CITY OF WILLMAR, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2014

Capital Assets

At the end of 2014, the Primary Government of the City of Willmar had over $180,000,000 (net of accumulated
depreciation) invested in a broad range of capital assets. In addition, the Component Units had over $92,000,000
(net of accumulated depreciation) invested in capital assets. Refer to Note 3.A.2 of the Notes to the Financial
Statements for a schedule showing the City’s capital asset activity.

Primary Government

Table 5
Capital Assets

Government Activities Business-Type Activities

2014 2013 2014 2013

Land and improvements $ 8,557,673 $ 8,391,773 $ 2,005,122 $ 2,005,122
Buildings 13,040,182 12,857,060 73,197,275 73,197,275
Fumiture and equipment 2,780,406 2,643,879 515,985 515,985
Machinery and auto 8,721,534 7,631,434 6,499,749 6,405,839
Other improvements 118,954,637 114,429,182 25,568,722 20,884,526
Construction in progress 7,379,541 8,472,582 2,722,290 4,762,465
Less: Depreciation (68,243,917) (64,359,632) (21,571,946) (19,293,729)

$ 91,190,056 $ 90,066,278 $ 88,937,197 $ 88,477,483

Component Units
Table 6

Capital Assets

Rice Memorial Hospital

Willmar Municipal Utilities

2014 2013 2014 2013

Land $ 2918,000 $ 2,923,000 $ 1,385,248 $ 1,172,481
Buildings 95,907,000 89,725,000 2,835,197 2,880,143
Fumiture and equipment 42,213,000 40,439,000 76,880,419 75,796,405
Machinery and auto - - - -
Other improvements 1,498,000 1,492,000 - =
Utility Plant in Service - - - -
Construction in progress 112,743 2,338,000 2,957,428 1,400,085

Less: Depreciation (80,888,000) (75,726,000) (53,646,061) (51,486,166)

$ 61,760,743 $ 61,191,000 $ 30,412,231 $ 29,762,948




CITY OF WILLMAR, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2014

Long-Term Debt

At year-end, the City of Willmar’s Primary Government had over $87,000,000 in bonds outstanding and its
Component Units had over $54,500,000 in bonds outstanding. Refer to Note 3.C.2 of the Notes to the Financial
Statements for a schedule showing the City’s long-term debt activity.

Primary Government

Table 7
2014 2013 Change
Governmental Activites
G.O. Special Assessment Bonds $ 11,100,000 $ 12,080,000 $ (980,000)
G.O. Revenue Bonds 980,000 1,120,000 (140,000)

Note Payable = = -
$ 12,080,000 $ 13,200,000 $  (1,120,000)

Business-Type Activities
G.O. Revenue Bonds $ 550,000 $ 650,000 $ (100,000)

G.O. Revenue Notes 74,504,698 74,553,489 (48,791)
§ 75,054,698 $§ 75,203,489 $ (148,791)

Component Units

Table 8
2014 2013 Change
Rice Memorial Hospital
G.O. Revenue Bonds $ 38,065,000 $ 39,500,000 $ (1,435,000)
Hospital Revenue Notes 9,100,000 9,100,000 -
Promissory Note Payable - 283,273 (283,273)
Capital Lease 267,126 16,069 251,057

Rice Home Medical Notes Payable - = =
$ 47,432,126 $ 48,899,342 $  (1,467,216)

Willmar Municipal Utilities
Municipal Utility Revenue Bond 2009 $ 6,860,000 $ 7,295,000 $ (435,000)
General Obligation Water Revenue Bond 300,000 440,000 (140,000)

$ 7,160,000 $ 7,735,000 $ (575,000)




CITY OF WILLMAR, MINNESOTA
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31,2014

Economic Factors and Next Year’s Budget

In the City adopted budget for 2015, expenditures were forecast to exceed revenue by approximately $4,462,904,
of which the General Fund expenditures were forecast to exceed revenue by approximately $349,167. The major
difference is to be funded by using Local Option Sales Tax Fund Balances.

Contacting the City’s Financial Management

This financial report is designated to provide our residents, customers, and creditors with a general overview of
the City of Willmar’s finances and to show the City’s accountability for the money it receives. If you have any
questions about this report or need additional information, contact the City of Willmar, 333 6" St SW, Willmar,
MN 56201 or by phone at (320) 235-4913.
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Assets

Cash and Cash Equivalents
Investments
Investments with Trustee

Receivables (Net of Allow for Uncollect)

Accounts Receivable
Accrued Interest
Taxes Receivable
Special Assessments
Notes Receivable
Related-Party Investments
Due from Component Unit
Due from Other Governmental Units
Internal Balances
Inventories
Prepaid Items
Deferred Charges
Bond Discount Unamortized
Bond Refunding Escrow account
Restricted Assets:
Temporarily Restricted:
Cash and Cash Equivalents
Investments
Permanently Restricted:
Investments
Capital Assets
Nondepreciable
Depreciable, net
Other Assets

Total Assets

CITY OF WILLMAR, MINNESOTA
STATEMENT OF NET POSITION
December 31, 2014

Primary Government

Component Units

Municipal Rice

Governmental Business-Type Utilities Memorial

Activities Activities Total Commission Hospital
$ 8,035,314 § (53.611) $ 7.981,703 § 4941093 § 2.885.708
32,547,464 5,743,090 38.290.554 5.265.895 29.791.527
115.967 92,247 208.214 2.723.795 15.831.249
128,184 21.759 149,943 - -
196,353 - 196,353 - -
4,991,107 - 4,991.107 - -
350,000 - 350.000 - -
- - - - 4.728.090
228,884 197.641 426.525 - -
(1,428,929) 1,428,930 1 - -
68,164 14.137 82.301 1,142,948 1,974.862
1,074,048 6.943 1,080,991 830.338 877.299
21,550 - 21,550 - -
- - - - 1.492.593
- - - - 2,757,540
- - - 12,441.724 5.941.746
- - - 5 3.578.064
15,937,214 4,727,412 20,664,626 4,342,676 4.528.743
75,252,842 84,209.785 159.462.627 26,069.555 57.232.000
- - - - 156.477

$ 137,518,162

$ 96,388.333

$ 233,906,495

$§ 57.758.024

$ 131.775.898

The notes to the financial statements are an integral part of this statement.
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Liabilities
Accounts and Contracts Payable
Accrued Interest Payable
Due to Component Units
Due to Primary Government
Due to Other Governmental Units
Unearned Revenue
Accrued Compensation and Benefits
Noncurrent Liabilities
Due within one year
Due in more than one year

Total Liabilities

Net Position

Net Investment in Capital Assets

NonExpendable

Restricted
Capital Improvements
Construction Fund
Debt Service
Specific Operating Activities
Other Purposes

Unrestricted

Total Net Position

CITY OF WILLMAR, MINNESOTA

STATEMENT OF NET POSITION
December 31, 2014

Primary Government

Component Units

Municipal Rice

Governmental Business-Type Utilities Memorial

Activities Activities Total Commission Hospital
$ 1,409,539  § 71,464  $ 1.481.003 $ 3219561 § 3,233,593
320,212 - 320.212 160.417 728.902
12,300 - 12,300 - -
- - % 610.226 -
53,812 - 53.812 - -
1,367,090 197,641 1.564.731 - -
211,300 20,783 232,083 119.497 10.074.120
2,255,000 2,647,137 4,902,137 595.000 1,944,520
13,564,795 72,407.561 85,972,356 7,595.405 50.940.468
19,194,048 75,344,586 94,538,634 12.300.106 66,921.603
79,110,056 13,882,499 92,992.555 23,252,231 15.646.999
- - - - 3,530,542
- - - 12,441.724 -
8,862,868 405,653 9.268.521 - -
14,192,028 - 14,192,028 - 2.028.638
16,008,601 (725.877) 15.282.724 - 1,646.682
150,561 7,481,472 7,632,033 9,763,963 42.001.434
$ 118324,114 § 21,043,747 $ 139.367.861 $§ 45457918 $ 64.854.295

The notes to the financial statements are an integral part of this statement.



City of Willmar
Statement of Activities
For the Year Ended December 31, 2014

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary Government:
Governmental Activities:
General Government $ 4,429,369 $ 582,900 $ - $ -
Public Safety 4,725,380 416,148 413,846 1,700
Public Works 7,506,805 190,227 308,407 995,166
Social Services = = s -
Culture and Recreation 2,344,720 513,423 49,705 -
Economic Development 863,301 - - 713,935
Debt Service - interest 307,220 - - =
Total Governmental Activities 20,176,795 1,702,698 771,958 1,710,801
Business-Type Activities:
Waste Treatment 6,749,481 8,876,769 - -
Total Business-Type Activities 6,749,481 8,876,769 - -
Total Primary Government $ 26,926,276 $ 10,579,467 $ 771,958 $ 1,710,801
Component Units:
Municipal Utilities $ 28,213,318 $ 31,203,470 $ - $ -
Rice Memorial Hospital 96,625,795 92,784,412 1,088,672 1,071,099
Total Component Units $ 124,839,113 $ 123,987,882 $ 1,088,672 $ 1,071,099

General Revenues:
Property Taxes
Sales Taxes
Other Taxes
Grants and contributions not restricted to specific programs
Interest earnings
Net increase (decrease) in fair value of investments
Gain (Loss) Capital Assets
Miscellaneous
Transfers
Total General Revenues /Transfers

Change in Net Position
Net Position - Beginning

Net Position - Ending

The notes to the financial statements are an integral part of this statement.



Net (Expense) Revenue and Changes in Net Position

Primary Government

Component Units

Municipal Rice
Governmental Business-Type Utilities Memorial
Activities Activities Total Commission Hospital
§  (3,846,469) (3,846,469)
(3,893,686) (3,893,686)
(6,013,005) (6,013,005)
(1,781,592) (1,781,592)
(149,366) (149,366)
(307,220) (307,220)
(15,991,338) (15,991,338)
- $ 2,127,288 2,127,288
- 2,127,288 2,127,288
(15,991,338) 2,127,288 (13,864,050)
$ 2,990,152 $ 5
- (1,681,612)
2,990,152 (1,681,612)
4,130,759 - 4,130,759 - -
452,089 - 452,089 - -
4,611,868 - 4,611,868 - -
691,503 87,187 778,690 827,219 1,460,784
1,973,487 237,319 2,210,806 - 81,492
(153,994) 67,306 (86,688) 18,718 (14,982)
769,751 - 769,751 88,197 -
1,936,405 619,940 2,556,345 (2,075,396) (482,347)
14,411,868 1,011,752 15,423,620 (1,141,262) 1,044,947
(1,579,470) 3,139,040 1,559,570 1,848,890 (636,665)
119,903,584 17,904,707 137,808,291 43,609,028 65,490,960
$ 118,324,114 $ 21,043,747 139,367,861 $ 45457918 $ 64,854,295




CITY OF WILLMAR, MINNESOTA

BALANCE SHEETS

GOVERNMENTAL FUNDS

December 31, 2014

Special
Assessments Street
Bonds Water/Sewer
General Debt Service Capital Projects
ASSETS
Cash and Cash Equivalents $ 8,021,805 $ (405,861) $ (875,250)
Investments 6,835,860 4,098,443 1,003,520
Receivables (Net of Allowance for Uncollect)
Accounts 104,773 - -
NSF Payments - - -
Interest 25,976 15,510 3,797
Taxes
Current 65,889 - -
Delinquent 117,974 - -
Deferred - = "
Assessments
Current = = :
Delinquent - 359,648 =
Deferred 3,576 3,920,790 =
Notes - - -
Due From Component Units = = y
Due From Other Funds 251,836 1,080,022 6,659,687
Due From Other Governments 7,613 188,687 11,533
Inventory 64,140 - -
Prepaid Expenses 102,129 777,270 -
Deposits 12,813 - =
Workers Comp Deposit - - -
Restricted Assets:
Cash and Cash Equivalents - - -
[nvestments - - -
Unamortized Discount - 18,820 -
Total Assets $ 15,614,384 $ 10,053,329 $ 6,803,287
LIABILITIES
Accounts Payable $ 209,134 $ - $ 200,551
Contracts Payable = - 755,589
Notes Payable - - -
Accrued Wages 211,300 - -
Deposits 5,522 - -
Due to Component Units - - -
Due to Other Funds 897,719 73,510 786,429
Due to Other Governments 49 881 - =
Total Liabilities 1,373,556 73,510 1,742,569
DEFERRED INFLOWS OF REOURCES
Unavailable Revenue 121,549 4,469,124 -
Total Deferred Inflows of Resources 121,549 4,469,124 -
FUND BALANCES
Nonspendable Fund Balance 102,129 777,270 =
Restricted Fund Balance - 4,733,425 =
Committed Fund Balance 14,017,150 - 5,060,718
Assigned Fund Balance = 3 5
Unassigned Fund Balance - - =
Total Fund Balances 14,119,279 5,510,695 5,060,718
Total Liabilities, Deferred Inflows
of Resources and Fund Balances $ 15,614,384 $ 10,053,329 $ 6,803,287

The notes to the financial statements are an integral part of this statement.
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Industrial Community
Development Investment Other Total
Special Special Governmental Governmental
Revenue Fund Revenue Fund Funds Funds
$ 71,706 $ (10,453) $ 1,232,951 $ 8,034,898
8,590,528 8,835,752 3,036,052 32,400,155
- - 8,102 112,875
33,185 33,471 15,691 127,630
- - 12,490 78,379
- - - 117,974
- 1,585 - 361,233
- 705,508 - 4,629,874
- - 350,000 350,000
15,535 261,828 1,096,069 9,364,977
- 21,051 - 228,884
- - - 64,140
- - 180,998 1,060,397
- - - 12,813
- - 2,730 21,550
$ 8,710,954 $ 9,848,742 $ 5,935,083 $ 56,965,779
$ - $ = $ 237,812 $ 647,497
" = = 755,589
- - - 211,300
& = 120 5,642
- 12,300 - 12,300
8,049,379 293,593 693,276 10,793,906
3,931 - - 53,812
8,053,310 305,893 931,208 12,480,046
- 694,794 358,639 5,644,106
- 694,794 358,639 5,644,106
- - 210,998 1,090,397
- 8,098,055 58,145 12,889,625
657,643 750,000 4,383,849 24,869,360
- - (7,756) (7,756)
657,643 8,848,055 4,645,236 38,841,626
$ 8,710,953 $ 9,848,742 $ 5,935,083 $ 56,965,778




City of Willmar, Minnesota
Reconciliation of Net Position in the
Government-Wide Financial Statements and Fund Balances
in the Fund Basis Financial Statements
December 31, 2014

Amounts reported for governmental activities in the statement of net position are different because:

Total governmental fund balances

Capital assets used in governmental activities are not financial
resources and, therefore, are not reported in the funds.
Governmental funds - capital assets 159,433,973
Less: Accumulated depreciation (68,243,917)

Other long-term assets are not available to pay for current-period
expenditures and, therefore, are deferred in the funds.

Delinquent property taxes 117,974
Unavailable special assessments 3,800,403
Due From State of Minnesota =
Notes/Interest Receivable 354,181
Unavailable Revenue for 2014 4,458

Internal service funds are used by management to charge the costs
of equipment, information technology and insurance to individual
funds. The assets and liabilities of the internal service funds are
included in governmental activities in the statement of net assets. 155,973
Less Net Investment in Capital Assets (included above) (550)

Long-term liabilities, including bonds payable, are not due and payable
in the current period and therefore are not reported in the funds.

Bonds and notes payable (12,080,000)
Compensated absences (3,739,795)
Accrued interest (320,212)

Net position of governmental activities

The notes to the financial statements are an integral part of this statement.
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§ 38,841,626

91,190,056

4,277,016

155,423

(16,140,007)

$118324,114



CITY OF WILLMAR, MINNESOTA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2014

Special
Assessments Street
Bonds Water/Sewer
General Debt Service Capital Projects
REVENUES
General Property Taxes $ 4,130,759 $ - $ -
Sales Tax - - -
Other Taxes 267,227 - =
Special Assessments 1,858 1,260,981 152,012
License and Permits 544,182 - -
Intergovernmental 5,278,521 - 200,540
Charges for Services 774,140 - 3
Fines and Forfeits 167,157 - -
Investment Income 172,383 71,343 15,166
Change in market value 379,560 193,293 39,870
Miscellaneous Revenues 733,616 11,652 10,876
Total Revenues 12,449,403 1,537,269 398,464
EXPENDITURES
Current:
General Government 3,955,656 - -
Public Safety 4,456,109 - -
Streets and Highways 2,929,858 = =
Social Services - - -
Culture & Recreation 1,855,058 - -
Economic Development - - -
Debt Service:
Principal - 1,975,000 -
Interest - 319,314 -
Other Charges and Services - 19,023 =
Capital Outlay - - 3,508,317
Total Expenditures 13,196,681 2,313,337 3,508,317
Excess (deficiency) of revenues over (under)
expenditures (747,278) (776,068) (3,109,853)
OTHER FINANCING SOURCES (USES)
Operating Tranfers In 2,991,539 979,777 6,633,341
Operating Transfers Out (1,860,021) (11,828) (81,025)
Bond Proceeds - - 1,000,000
Total Other Financing Sources (Uses) 1,131,518 967,949 7,552,316
Net Change in Fund Balances 384,240 191,881 4,442 463
Fund Balances - Beginning 13,735,039 5,318,814 618,255
Fund Balances - Ending $ 14,119,279 $ 5,510,695 $ 5,060,718

The notes to the financial statements are an integral part of this statement.



CITY OF WILLMAR, MINNESOTA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended December 31, 2014

Industrial
Development Community Other Total
Special Investment Government Governmental
Revenue Fund Special Revenue Funds Funds

$ ® S - $ - $ 4,130,759
- - 184,862 452,089

- 125,143 - 1,519,994

- - - 544,182

- - 846,460 6,325,521

- - 196,952 971,092

- - - 167,157

182,248 173,887 73,729 688,756
722,306 438,044 193,297 1,966,370

- 1,714 11,893 769,751

904,554 738,788 1,507,193 17,535,671

- - - 3,955,656

- - 12,408 4,468,517

- - 218,564 3,148,422

- - 240,607 2,095,665

149,366 - 713,935 863,301

- - 145,000 2,120,000

- - 37,593 356,907

- - 3,180 22,203

- - 2,656,773 6,165,090

149,366 - 4,028,060 23,195,761
755,188 738,788 (2,520,867) (5,660,090)

- 439,012 2,634,085 13,677,754
(8,012,153) (913,277) (863,045) (11,741,349)

- - - 1,000,000

(8,012,153) (474,265) 1,771,040 2,936,405
(7,256,965) 264,523 (749,827) (2,723,685)
7,914,608 8,583,532 5,395,063 41,565,311

$ 657,643 $ 8,848,055 $ 4,645,236 $ 38,841,626




City of Willmar, Minnesota

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances of

Governmental Funds to the Statement of Activities
For the Year Ended December 31, 2014

Amounts reported for governmental activities in the statement of activities are different because:

Net Change in Fund Balances-Governmental Funds

Governmental funds reported capital outlays as expenditures.
However, in the statement of activities the cost of those assets
is allocated over their estimated useful lives and reported as
depreciation expense.

Capital Outlay Expense
Depreciation Expense

The net effect of various miscellaneous transactions involving
capital assets (i.e., sales, trade-ins, and donations) is to
increase/(decrease) net position

Revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the funds
Unavailable Revenue, December 31, 2014
Unavailable Revenue, December 31, 2013

Some expenses reported in the statement of activities do not
require the use of current financial resources and, therefore,
are not reported as expnditures in governmental funds.

Compensated absences, December 31, 2014
Compensated absences, December 31,2013

Bond proceeds provide current financial resources to governmental

funds, but issuing debt increases long-term liabilities in the

statement of net assets. Repayment of bond principle is an

expenditure in the governmental fund, but the repayment

reduces long-term liabilities in the statement of net position.
Principle Retirement of Long-Term Debt
Principle Retirement of Long-Term Debt-Notes Payable Aero
Bond Proceeds
Change in accrued interest (320,212 - 369,899)

Internal service funds are used by management to charge the
costs of equipment, information technology and insurance
to individual funds. The net revenue (expense) of the internal

service funds is reported with governmental activities

Change in Net Position-Governmental Activities

The notes to the financial statements are an integral part of this statement.
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5,769,192
(4,491,420)

4,277,016

(5,026,046)

(3,739,795)
33

,329,585

2,120,000

(1,000,000)

49,687

§  (2,723,685)

1,277,772

(153,994)

(749,030)

(410,210)

1,169,687

9,990

§  (1,579,470)



Statement of Revenues, Expenditures, and Changes in Fund Balances - Budget and Actual

REVENUES
General Property Taxes
Special Assessments
License and Permits

Intergovernmental

Charges for Services

Fines and Forfeits

Investment Income
Change in market value
Miscellaneous Revenues

Total Revenues

EXPENDITURES
General Government

Public Safety
Public Works

Social Services

Culture & Recreation

Total Expenditures

City of Willmar, Minnesota

General Fund

For the fiscal year ended December 31, 2014

Budgeted Amounts

Variance With
Final Budget

Excess (deficiency) of revenues over (under)

expenditures

OTHER FINANCING SOURCES (USES)

Operating Tranfers In
Operating Transfers Out

Total Other Financing Sources (Uses)
Net Change in Fund Balances
Fund Balances - Beginning

Fund Balances - Ending

The notes to the financial statements are an integral part of this statement.

Actual Positive
Original Final Amounts (Negative)
$ 4,297,734 $ 4,297,734 S 4,397,986 100,252
1,620 1,620 1,858 238
303,300 303,300 544,182 240,882
5,190,227 5,190,227 5,278,521 88,294
750,348 751,898 774,140 22,242
153,000 153,000 167,157 14,157
130,000 130,000 172,383 42,383
- - 379,560 379,560
793,000 793,000 733,616 (59,384)
11,619,229 11,620,779 12,449,403 828,624
4,021,735 4,029,295 3,955,656 73,639
4,814,064 4,826,114 4,456,109 370,005
3,123,961 3,274,062 2,929,858 344,204
1,926,138 1,957,688 1,855,058 102,630
13,885,898 14,087,159 13,196,681 890,478
(2,266,669) (2,466,380) (747,278) 1,719,102
3,021,840 3,197,636 2,991,539 (206,097)
(1,871,338) (1,859,908) (1,860,021) (113)
1,150,502 1,337,728 1,131,518 (206,210)
(1,116,167) (1,128,652) 384,240 1,512,892
13,735,039 13,735,039 13,735,039 -
$ 12,618,872 $ 12,606,387 $ 14,119,279 1,512,892
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City of Willmar, Minnesota

Statement of Net Position

Proprietary Funds
December 31,2014

ASSETS

Current Assets
Cash and Cash Equivalents
Investments
Accounts Receivable
Interest Receivable
Due From Other Governments
Due From Other Funds
Inventories
Prepaid Items
Restricted Cash and Investments
Amount To Be Provided

Total Current Assets

Noncurrent Assets
Capital Assets:
Nondepreciable
Depreciable
Less: Accumulated Depreciation

Net capital assets

Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES
Current Liabilities
Accounts Payable
Contracts Payable
Accrued Wages
Due To Other Funds
Current Portion of Debt

Total Current Liabilitics

Noncurrent Liabilities:
Notes Payable

Total Noncurrent Liabilities

TOTAL LIABILITIES

DEFERRED INFLOWS OF RESOURCES
Unavailable Revenue

TOTAL DEFERRED INFLOWS OF RESOURCES

NET POSITION
Net Investment in Capital Assets
Restricted:
Petty Cash
Inventories
Prepaids
Working Capital
Capital Improvements
System Replacement
Authorized Construction
Unrestricted

TOTAL NET POSITION

The notes to the financial statements are an integral part of this statement.
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Business-Type Governmental

Activities Activitics
Waste Treatment Internal Service
Plant Funds
$ (53,611) $ 416
5,743,090 147,309
92,247 3,092
21,759 554
197,641 -
1,429,074 s
14,137 4,024
6,943 838
7,451,280 156,233
4,727,412 -
105,781,730 5,500
(21,571,945) (4,950)
88,937,197 550
88,937,197 550
96,388,477 156,783
71,464 810
20,783 -
144 -
2,647,137 -
2,739,528 810
72,407,561 o
72,407,561 _
75,147,089 810
197,641 -
197,641 -
13,882,499 550
100 .
14,137 4,024
6,943 838
1,289,626 -
405,653 =
3,491
(2,040,174) -
7,481,472 150,561
$ 21,043,747 $ 155,973




City of Willmar, Minnesota

Statement of Revenues, Expenses, and Changes in Fund Net Position

Operating Revenues
Intergovernmental
Charges For Sales and Services:

Total Operating Revenues

Operating Expenses
Personal Services
Supplies
Other Services and Charges
Depreciation

Total Operating Expenses
Operating Income (Loss)

Nonoperating Revenues (Expenses)
Lift Station Tapping Fees Collected
Investment Earnings
Change in market value
Capital Asset (Disposal)/Acquisition
Interest Expense
Other Revenue (Expense)

Total Nonoperating Revenues (Expenses)

Income (Loss) Before Contributions and Transfers

Capital Grants - Federal
Capital Grants - State
Transfers In

Transfers Out

Change in Net Position

Total Net Position - Beginning

Total Net Position - Ending

Proprietary Funds
For the Year Ended December 31, 2014
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Business-Type

Governmental

Activities Activities
Waste Treatment Internal Service
Plant Funds
$ 100,784 S -

8,775,985 18,409
8,876,769 18,409

908,814 =
399,052 7,923
930,577 10,360
2,281,116 %
4,519,559 18,283
4,357,210 126
87,187 2,747
237,319 7,117
67,306 -
(2,229,922) -
(1,838,110) 9,864
2,519,100 9,990
1,414,148 5
(794,208) -
3,139,040 9,990
17,904,707 145,983
$ 21,043,747 ) 155,973



City of Willmar, Minnesota
Statement of Cash Flows
Proprietary Funds
For the fiscal year ended December 31,2014

Business-Type

Governmental

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from Customers and Users
Payments to Suppliers
Payments to Employees
Liquidiation of Liabilities

Net Cash Provided by Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Transfer from Other Funds
Transfer to Other Funds

Net Cash Provided (Used) by Noncapital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Capital Contributions
Purchases of Capital Assets
Interest Paid on Capital Debt
Principal Paid on Capital Debt
Proceeds from Debt

Net Cash Provided (Used) by Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Principal Collected On Loan
Proceeds from Sales and Maturities of Investments
Purchase of Investments
Interest Received

Net Cash Provided/(Used) by Investing Activities

Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents - Beginning

Cash and Cash Equivalents - Ending

Classified As:
Cash and Cash Equivalents
Restricted Cash

Total Cash and Cash Equivalents, End of Year

Activities Activities
Waste Treatment Internal Service
Plant Funds
$ 8.949.954 $ 16.469

(1,314,310) (8.341)
(919,551) (10.522)
6,716.093 (2.394)
823,074 -
(794.208) -

28.866 -
(3.003,093) -
(2.229.922) -
(2,551.779) -
2,402,989 -
(5,381.,805) -
(1.500,000) (6.000)
82.315 2,766
(1,417.685) (3.234)
(54.331) (5.628)

920 6,044

$ (53.611) $ 416
$ (53.611) $ 416
$ (53.611) $ 416

The notes to the financial statements are an integral part of this statement.
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City of Willmar, Minnesota
Statement of Cash Flows
Proprietary Funds
For the fiscal year ended December 31, 2014

Business-Type Governmental
Activitics Activities
Waste Treatment Internal Service

Plant Funds

Reconciliation of Operating Income to Net Cash Provided (Used)
by Operating Activities:
Operating Income $ 4,382,567 $ 126
Adjustments to Reconcile Operating Income to Net Cash Provided (Used) By
Operating Activities:

Depreciation 2,255.759 -
Change in Assets and Liabilities:
(Increase) Decrease in Acounts Receivable 27.860 (1,939)
(Increase) Decrease in Due From Other Governmental Units 45,325 -
(Increase) Decrease in Due From Component Units - -
(Increase) Decrease in Inventories - (999)
(Increase) Decrease in Prepaid Items 14,230 (162)
Increase (Decrease) in Accounts Payable 1,089 580
Increase (Decrease) in Contracts Payable - -
Increase (Decrease) in Accrued Wages (10,737) -
Increase (Decrease) in Due To Other Funds - -
Total Adjustments 2,333,526 (2,3520)
Net Cash Provided (Used) by Operating Activities $ 6,716,093 $ (2.394)
$ -

Non Cash Transactions:
Net Increase (Decrease) in fair value of investments $ 237.319 $ T117

The notes to the financial statements are an integral part of this statement.
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CITY OF WILLMAR, MINNESOTA
NOTES TO FINANCIAL STATEMENTS
December 31, 2014

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Willmar’s financial statements are prepared in accordance with generally accepted accounting
principles (GAAP) as of and for the year ended December 31, 2013. The Governmental Accounting Standards
Board (GASB) is responsible for establishing GAAP for state and local governments through its pronouncements
(statements and interpretations). The more significant accounting policies established in GAAP and used by the
City are discussed below.

A. Financial Reporting Entity

The City of Willmar was established in 1901 and is governed under a charter. The governing body consists of an
eight member council, and mayor elected by eligible voters of the City. Four members are elected every two years
for a four year term. The Mayor's office is for four years. The accompanying financial statements present the City's
primary government and component units over which the City exercises significant influence. Significant influence
or accountability is based primarily on operational or financial relationships with the City (as distinct from legal
relationships).

1. Component Unit

a. Discretely presented component units

The component unit columns in the government-wide financial statements includes the financial data of the City's
other component units. The units are reported in separate columns to emphasize that they are legally separate from
the City but are included because the primary government is financially accountable and is able to impose its will
on the organizations.

Rice Memorial Hospital

The hospital provides inpatient and outpatient health care services to the City of Willmar and surrounding area. The
governing board of Rice Memorial Hospital is appointed by the City Council. The City may change the manner,
mode and type of operations of the hospital to permit participation of other agencies. The City also has the power to
overrule any decision, motion, resolution, rule, regulation, or order of the board and the legal liability for the general
obligation portion of any debt remains with the City. Complete financial statements for Rice Memorial Hospital
may be obtained at 301 Becker Avenue SW, Willmar, MN 56201.

Willmar Municipal Utilities

The Willmar Municipal Utilities (WMU) is responsible for the operation and management of the electric, water
and district heating systems of the City of Willmar. WMU is governed by the Municipal Utilities Commission
which is appointed by the Willmar City Council. The City also has the power to overrule any decision, motion,
resolution, rule, regulation, or order of the board and the legal liability for the general obligation portion of any debt
remains with the City. The rates for user charges and bond issuance authorizations are approved by the City
Council. Complete financial statements for Willmar Municipal Utilities may be obtained at 700 Litchfield Avenue
SW, Willmar, MN 56201.

b. Excluded: Firefighters Association

This association is organized as a non-profit organization by its members to provide pension and other benefits to
such members in accordance with Minnesota Statutes. Their board of directors is appointed by the membership of
the organization. All funding is conducted in accordance with Minnesota Statutes whereby State Aids flow to the
association, tax levies are determined by the association and are only reviewed by the City, and the association pays
benefits directly to its members.
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CITY OF WILLMAR, MINNESOTA
NOTES TO FINANCIAL STATEMENTS
December 31, 2014

B. Basic Financial Statements
1. Government-Wide Statements

The government-wide financial statements (the statement of net position and the statement of activities) display
information about the primary government and its component units. These statements include the financial
activities of the overall City government, except for fiduciary activities.  Eliminations have been made to
minimize the double counting of internal activities. Governmental activities, which normally are supported by
taxes and intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges to external parties for support.

In the government-wide statement of net position, both the governmental and business-type activities columns:

(a) are presented on a consolidated basis by column; and (b) are reported on a full accrual, economic resource
basis, which recognizes all long-term assets and receivables as well as long-term debt and obligations. The
City’s net position is reported in three parts: (1) invested in capital assets, net of related debt; (2) restricted net
position; and (3) unrestricted net position.

The statement of activities demonstrates the degree to which the direct expenses of each function of the City’s
governmental activities and its business-type activities are offset by program revenues.  Direct expenses are
those clearly identifiable with a specific function or activity.  Program revenues include: (1) fees, fines, and
charges paid by the recipients of goods, services, or privileges provided by a given function or activity; and (2)
grants and contributions restricted to meeting the operational or capital requirements of a particular function or
activity. Revenues not classified as program revenues, including all taxes, are presented as general revenues.

2. Fund Financial Statements

The accounts of the City are organized and operated on the basis of funds. A fund is an independent fiscal and
accounting entity with a self-balancing set of accounts. Fund accounting segregates funds according to their
intended purpose and is used to aid management in demonstrating compliance with finance-related legal and
contractual provisions. The minimum number of funds is maintained consistent with legal and managerial
requirements.

The fund financial statements provide information about the City’s funds. Separate statements for each fund
category-governmental, proprietary and fiduciary-are presented. = The emphasis of governmental and proprietary
fund financial statements is on major individual governmental and enterprise funds, with each displayed in a
separate column in the fund financial statements. All remaining governmental and enterprise funds are
aggregated and reported as nonmajor funds.

a. Governmental Funds

The City reports the following major governmental funds:

General Fund

The General Fund is the primary operating fund of the City and always classified as a major fund. It is used to
account for all activities except those legally or administratively required to be accounted for in other funds.

Debt Service Fund - Special Assessments Bond

This fund accounts for the accumulation of financial resources for the payment of principal and interest on the City’s
general obligation special assessment bonds.
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Capital Project Fund — Street, Water and Sewer

This fund is used to account for capital acquisition, construction and improvement projects related to streets, water
and sewer.

Special Revenue Fund — Industrial Development

This fund is used to account for the local sales tax revenue. The resources are restricted for specific projects:
connecting the Willmar Civic Center and Blue Line Center, the City walking and bike path system and the
development of the land acquired through the relocation of the Willmar Airport.

Special Revenue Fund — Community Investment

This fund is used to account for surplus money in each separate improvement fund and in the improvement bond
redemption fund which remain after the costs of each improvement have been fully funded.

b. Enterprise Funds
The City reports the following major enterprise fund:
Waste Treatment Fund

This fund is used to account for activities related to providing sewer services to the public.

¢. Internal Service Fund

This fund is used to account for operations that provide services to other departments or agencies of the City, or to
other governments, on a cost-reimbursement basis.

d. Agency Funds

Financial statements of agency funds, which are used to account for assets held by the City as an agent for
individuals, private organizations, other governments, and/or other funds, are reported using the economic
resources measurement focus and the accrual basis of accounting. Agency funds assets, liabilities, and net assets
are included in the fiduciary statement of net assets.

C. Measurement Focus and Basis of Accounting

The government-wide statements are reported using the economic resources measurement focus and the accrual
basis of accounting as are the proprietary fund financial statements. Revenues are recorded when earned, and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes
are recognized as revenues in the year for which they are levied. ~ Shared revenues are generally recognized in
the period the appropriation goes into effect. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and
available. ~ The City considers all revenues as available if collected within 60 days after the end of the current
period, except for reimbursement (expenditure driven) grants for which the period is 90 days. Expenditures are
recorded when the related fund liability is incurred, except for principal and interest on general long-term
debt, compensated absences, and claims and judgments, which are recognized as expenditures to the extent
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that they have matured. Proceeds of general long-term debt and acquisitions under capital leases are reported as
other financing sources.

Property taxes, sales taxes, hotel-motel taxes, licenses and permits, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. Only the portion of special assessments receivable due within the current fiscal period is considered to be
susceptible to accrual as revenue of the current period. All other revenue items are considered to be measurable
and available only when cash is received by the City.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing business operations. The principal operating revenues of the City’s enterprise
and internal service funds are charges to customers for sales and services. Operating expenses for the City’s
enterprise funds and internal service funds include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use unrestricted
resources first, and then restricted resources as they are needed.

D. Assets, Liabilities, and Net Assets or Equity
1. Cash and Cash Equivalents

The City has defined cash and cash equivalents to include cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition. Additionally, each
fund’s equity in the City’s investment pool is treated as a cash equivalent because the City can deposit or
effectively withdraw cash at any time without prior notice or penalty.

2. Deposits and Investments

The cash balances of substantially all funds are pooled and invested by the City in certificates of deposit and other
authorized investments. Earnings on cash accounts are allocated to individual funds based upon an average of
month-end balances.

Investments are stated at fair value based on quoted market prices at the reporting date.
3. Receivables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end of the
fiscal year are referred to as either “due to/from other funds” (i.e., the current portion of interfund loans) or
“advances to/from other funds” (i.e., the noncurrent portion of interfund loans). All other outstanding balances
between funds are reported as “due to/from other funds”. Any residual balances outstanding between the
governmental activities and business-type activities are reported in the government-wide financial statements as
“internal balances”.

Advances between funds, as reported in the fund financial statements, are offset by a fund balance reserve account
in applicable governmental funds to indicate that they are not available for appropriation and are not expendable
available financial resources.

All receivables are shown net of an allowance for uncollectibles.
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Property taxes are levied by the City Council in December of each year and are certified to Kandiyohi County for
collection in the following year. The property taxes attach an enforceable lien on taxable property within the City on
January 1 and are payable by the property owners in two installments in May and October. The County collects the
taxes and periodically remits them to the City. The majority of these remittances are made in June and November.

Taxes that are not received by the end of the year are classified as delinquent taxes receivable. Delinquent taxes
receivable are offset by a deferred inflow of resources in the governmental funds of the fund financial statements
because they are not available to finance current expenditures.

Assessments are levied at various times upon City Council resolution for property owner improvements made by
the City. Generally, assessment collections are deferred over periods ranging from one to ten years. Revenue
from these assessments is recognized when assessed in the government-wide financial statements and as the
annual installments become collectible in the governmental funds of the fund financial statements. Annual
installments not collected as of each December 31 are classified as delinquent assessments receivable. Delinquent
assessments receivable are offset by a deferred inflow of resources in the governmental funds of the fund financial
statements because they are not available to finance current expenditures.

4. Prepaid Items

Certain payments to vendors reflect costs applicable to future accounting periods and are reported as prepaid
items in both government-wide and fund financial statements.

5. Capital Assets

Capital assets include property, plant, equipment, and infrastructure assets (such as roads, bridges, sidewalks, and
similar items), and are reported i<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>