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INDEPENDENT ITOR'S REPORT

To the Mayor and Members of the City Council of
the City of Keokuk, lowa

Repoft on the Financialstatements

We have audited the accompanying financial statements of the governmental activities, the business{ype activities, each
m_ajor fund, and the aggregate remaining fund information of the City of Keokuk, lowa as of and for the year ended June 30,
2018, and the related Notes to Financial Statements, which collectively comprise the City's basic finaniialstatements 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, im-plementation, 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 Sfandards, issued by the Comptroller General of the United'dtates. Those standards require thatwe
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 trauO or error. ln making those risk assessments, the auditor
considers internal control relevant to the City's preparation and fair presentation of tne financial statements in order to
d9_sign 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 aiso inclu-des evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates maO6 Oy
management, as well as evaluating the overall presentation of the financial staiements.

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

221 N. \Tapello Street . P.O. Box 533 . Ottumwa,Iowa 52J01 . (641) 684-5489. Fax (641) 683-1555
103 Benton Avenue East . Albia, Iowa 52531 . (641) 932-3295
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Summary of Opinions

Opinion Unit

Government Activities

Business-Type Activities

Aggregate Discretely Presented Component Units

Major Governmental Funds
General
Road Use Tax
Local Option Sales Tax
Employee Benefits
Urban RenewalTlF
Debt Service
Capital Projects

Major Enterprises Funds:
Sewer
Bridge
Solid Waste

Tvpe of Opinion

Unmodified

Unmodified

Adverse

Unmodified
Unmodified
Unmodified
Unmodified
Unmodified
Unmodified
Unmodified

Unmodified
Unmodified
Unmodified

Aggregate Remaining Fund lnformation Unmodified

Basis for Adverse Opinion on the Aggregate Discretely Presented Component Units

The financial statements do not include the financial data for the City's legally separate component units. Accounting
principles applicable to the cash basis of accounting require the financial data for those component units be reported with
the financial data of the City's primary government unless the City also issued financial statements for the financial reporting
entity which include the financial data for its component units. The City has not issued such reporting entity financial
statements. The amounts by which this departure would affect the receipts, disbursements and cash balances of the
aggregate discretely presented component units has not been determined.

Adverse Opinion

ln our opinion, because of the significance of the matter discussed in the "Basis for Adverse Opinion on the Aggregate
Discretely Presented Component Units" paragraph, the financial statements referred to above do not present fairly the
financial position of the aggregate discretely presented component units of the City of Keokuk, lowa as of June 30, 20i8, or
the changes in cash basis financial position thereof for the year then ended in accordance with the basis of accounting
described in Note 1.

Unmodified Opinion

ln 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{ype activities, each major fund and the aggregate remaining
fund information of the City of Keokuk, lowa, as of June 30, 2018, 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.

Basis of Accounting

As discussed in Note 1, these financial statements were prepared on the basis of cash receipts and disbursements, which is
abSgisofaccountingotherthanU.S.generallyacceptedaccountingprinciples. Ouropinionsarenotmodifiedwithrespect
to this matter.

Emphasis of a Matter

As discussed in Note 6 to the financial statements, City of Keokuk, lowa adopted new accounting guidance related to
Governmental Accounting Standards Board (GASB) Statement No. 75, Accountinq and Financial Report for
Postemplovment Benefits Other Than Pensions. Our opinions are not modified witn respect to tnis rnatten
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Other Matters

Su ppleme ntary and Other I nformation

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City
of Keokuk, lowa's basic financial statements. We previously audited, in accordance with the standard! refeired to in the
third paragraph of this report, the financialstatements forthe two years ended June 30,2017 (which are not presented
herein) and expressed unmodified opinions on those financial statements which were prepared on the basis of cash
receipts and disbursements. The financial statements for the seven years ended June 30, 2015 (which are not presented
herein) were audited by other auditors. The other auditors expressed unmodified opinions on those financial statements
which were prepared on the basis of cash receipts and disbursements. The supplementary information included in
Schedules 1 through 4, is presented for purposes of additional analysis and are not a required part of the basic financial
statements.

The supplementary information is the responsibility of management and was derived from and relates direcfly 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 recoids 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. ln our opinion, the supplementary information is fairly stated in
all material respects in relation to the basic financial statements as a whole.

The other information, Management's Discussion and Analysis on pages 5 through 10, the Budgetary Comparison
lnformation on pages 31 through 33, the Schedule of the City's Proportionate Share of the Net Pension t-ianitity and the
Schedule of City Contributions for the lowa Public Employees' Retirement System on pages 34 through 38, the Schedule
of the City's Proportionate Share of the Net Pension Liability and the Schedule of City Contributions for the Municipal Fire
and Police Retirement System of lowa on pages 39 through 43, 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 Sfandards

ln accordance with Government Auditing Standards, we have also issued our report dated January B, 2019, on our
consideration of the City of Keokuk, Iowa'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 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 Keokuk, lowi's internal
control over financial reporting and compliance.

}NDERSON, LARKIN & CO. P.C.

Cw*t".^r..,n,-&*^.L"-- oLp L .

Ottumwa, lowa
January 8, 2019
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CITY OF KEOKUK, IOWA
MANAGEMENT'S DISCUSSION AND ANALYSIS

JUNE 30, 2019

The City of Keokuk, lowa 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, 2018. We encourage readers to
consider this information in conjunction with the City's financial statements, which follow.

201 8 FINANCIAL HIGHLIGHTS

Receipts from the City's governmental activities increased 5.42o/o or $699,921 from fiscal year 2017 to fiscal 2018.
The decrease in receipts is primarily a result of a decrease in proceeds from debt.

Disbursements of the City's governmental activities increased 12.78% or $1 ,617,034 from fiscal 2017 to fiscal
2018. The increase in disbursements was primarily the result of more expenditures for public safety and culture and
recreation during the current year.

TheCity'stotalcash basisnetpositiondecreased 6.32%or$837,518fromJune 30,2017 toJune30,2018. Of this
amount, the cash basis net position of the governmental activities decreased $656,524 and the cash basis net
position of the businesstype activities decreased by $180,99a.

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 and business-type activities were financed
in the short term as well as what remains for future spending. Fund financial statements report the City's
operation in more detail than the government-wide 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 lnformation further explains and supports the financial statements with a comparison of the City's
budget for the year and the City's proportionate share of the net pension liabilities and related
contributions.

Supplementary lnformation provides detailed information about the non-major 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.

a

a
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REPORTING THE CITY'S FINANCIAL ACTIVITIES

G ove rn me nt-wide F i n anci al State me nt

One of the most important questions asked about the City's finances is, "ls 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 that helps
answer this question.

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

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

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

Businesstype Activities include the sewer, bridge and solid waste funds. These activities are financed primarily by
user charges.

F u nd F i nancial 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, Local Option Sales Tax, Urban RenewalTax
lncrement Financing (TlF) and Employee Benefits, 3) the Debt Service Fund, 4) the Capital Projects Funds and 5)
Permanent Funds. The governmental fund financial statements provide a detailed, short-term view of the City's
general government operations and the basic services it provides. Governmental fund information helps determine
whether there are more or fewer financial resources that can be spent in the near future to finance the City's
programs. The required financial statement for governmental funds includes 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 businesstype
activities. The City maintains the Enterprise Funds to provide separate information for the sewer, bridge, and solid
waste funds, considered to be major funds of the City. The required financial statement for proprietary funds
includes a Statement of Cash Receipts, Disbursements and Changes in Cash Balances.

GOVERNMENT.WIDE FINANGIAL ANALYSIS

Net position may serve over time as a useful indicator of financial position. The City's cash balance for governmental
activitiesdecreasedfromayearago,decreasingfrom$6,171,940to$5,515,416. Theanalysisthatfollowsfocusesonthe
changes in cash basis net position of governmental activities.

a

a
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Changes in Gash Basis Net Position of Governmental Activities

Year Ended June 30,
2018 2017

Receipts:
Program receipts:

Charges for service
Operating grants, contributions and restricted interest
Capital grants, contributions and restricted interest

General receipts:
Property tax
Local option sales tax
Tax increment financing
Utility excise tax and replacement tax
Riverboat gaming tax
Hotel/Moteltax
Unrestricted interest on investments
Bond proceeds
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

$ 354,429 $
3,272,421

200,711

4,584,033
1,314,780
1,276,160

915,422
395,279
287,302
103,500

461,504
2,931,927

138,935

4,342,566
1,559,066
1 ,080,317

898,793
422,706
285,717

89,220
352,162

,000
12.912,913

908,797
13.612,834

5,621,547
1,747,734
1,955,421

865,396
1,469,963
1,628,070

982.227
14,269,358

5,106,066
1,747,234
1,604,799

666,048
1,401,869
1,672,955

453,353
12,652.324

change in cash basis net position (6s6,s24) 260,589

cash basis net position beginning of year 6.171,940 5,911,351

Cash basis net position end of year $ lJl5gl6 $ _6-lzl.9z10

The City's total receipts for governmental activities increased 5.42% or $6g9,921 . The total cost (disbursements) of all
programs and services increased by $1,612,034 or 12.78o/o. The increase in receipts is primarily a result of an increase in
operating grants, contributions, and restricted interest during the current year. The increase in disbursements was primarily
the result of more expenditures for public safety and culture and recreation during the current year.

The co_st of all governmental activities this yearwas $14,269,358 compared to g12,652,324lastyear. However, as shown
in the Statement of Activities and Net Position on page 12, the amount that our taxpayers ultimately financed for these
activities through City taxes was $10,445,350 because some of the cost was paid by those directly benefited from the
programs $354,429 or by other governments and organizations that subsidized certain programs with grants and
contributions $3,47 3,132.
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Ghanges in Cash Basis Net Position of Business-Type Activities

Year Ended June 30,
2018 2017

Receipts:
Program receipts:

Charges for service:
Sewer
Bridge
Solid waste

General receipts:
Miscellaneous

Total receipts

Disbursements:
Sewer
Bridge
Solid waste

Total disbursements

$ 4,147,656 $
261,023
696,892

83,980
5,189,551

4,277,065
320,437
778,365

5,375,867

4,192,915
216,567
734,492

82.191
5.226,165

3,795,759
400,647
789,019

4,985,425

Other financing uses 5,322

change in cash basis net position (180,994) 240,740

cash basis net position beginning of year 7.\7B.BZ4 6,g38,134

Cash basis net position end of year $ O39ZSSO $ 7pBflA
Total businesstype activities receipts for the fiscal year decreased $31,292 or.60%. The decrease in receipts was
primarily the result of a decrease in solid waste receipts during the current year.

Total businesstype activities disbursements increased $390,442 or7.8o/ofrom the prior year. This resulted primarily from a
increase in disbursements by the Sewer Fund.

INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS

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

r The General Fund is the chief operating fund of the City. The cash balance increased by $13,258 from the prior
year to $940,273 due to an increase in other financing sources in the current year.

r The Road Use Tax Fund (RUTF) cash balance increased by $a59,190 to $1 ,686,978, due to a decrease in public
works expenditures.

o The Local Option Sales Tax cash balance decreased by $1,320,220 to $293,344. This was due to transfers out of
the fund increasing during the current year.

. The Employee Benefits Fund increased from $784,091 to $805,678 due to an increase in property tax.

. The Urban Renewal TIF Fund increased from $12,624 to $52,305 due to an increase in tax increment financing.

a The Debt Service Fund increased from $112,262 to $450,729, due to a decrease in receipts during the current
year.

The Capital Projects Fund decreased from $950,628 to $840,810, due to new capital projects being started.

8

a



INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

. The Sewer Fund cash balance decreased $122,789 to $3,805,043, due to a decrease in charges for services.

. The Bridge Fund cash balance increased $22,974 to $3,039,876, due to a decrease in operating disbursements.

. The Solid Waste Fund cash balance decreased $81,099 to $52,961, due to a decrease in solid waste receipts
during the current year.

BUDGETARY HIGHLIGHTS

ln accordance with the Code of lowa, the City Council annually adopts a budget following required public notice and
hearings for all funds. Although the budget document presents functional disbursements by fund, the legal level of control is
at the aggregated function level, not at the fund or fundtype level. The budget may be amended during the year utilizing
similar statutorily prescribed procedures. Over the course of the year, the City amended its operating budget. The
amendment was approved on June 1,2018, and resulted in no change in budgeted revenues and an increase in budgeted
operating disbursements of $2,149,162. lncreases in expenditures were noted in all expenditure functions. The City
exceeded the amounts budgeted in the general government and capital project functions for the year ended June 30, 2018.

DEBT ADMINISTRATION

AtJune30,20lB,theCityhad$26,715,776inbondsandotherlong-termdebtoutstanding,comparedto$28,266,031 tast
year as shown below.

Outstandinq Debt at Year End
June 30,

General obligation bonds/notes
Revenue notes

Total

2018 2017

$ 14,955,000 $ 16,230,000
11.760,776 12,036,031

$ 2,AJI5J15 $ 28200J31

The Constitution of the State of lowa 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 and Tax lncrement
Financing (TlF) debt of $14,955,000 is below its constitutional debt limit of $28,852,775. Additional information about the
City's long{erm debt is presented in Note 3 to the financial statements.

More detailed information about the City's long-term liabilities is presented in Note 3 to the financial statements. lt is
important to note that all revenues derived from Keokuk Senior Housing TIF are directed toward internal debt service and
bank debt for the industrial development project is being serviced from TIF revenues from that project.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

The City of Keokuk, lowa's elected and appointed officials and citizens considered many factors when setting the fiscal year
20'19 budget, tax rates and fees charged for various City activities. One of those factors is the economy. The Lee County
unemployment rate now stands at4.5 % versus 5.9o/o a year ago. This compares with the State's unemployment rate of
2.7o/o and the national rate of 4.0o/o.

The continued poor economy, high unemployment regionally, the increased cost of public pensions and a rollback on
commercial property taxable valuation has caused the City to continue to experience cuts in revenues resulting in
decreased operating revenues for the City especially in general fund departmental operations. There is also concern
regarding future property tax revenues resulting from State legislation which could overhaul the property tax system.
Changes are currently in effect and will significantly impact the City in future years.

EXCLUDED COMPONENT UNITS

Keokuk MunicipalWaterworks (Waterworks) is a component unit of the City of Keokuk, lowa. Waterworks and the City of
Keokuk, lowa are considered separate legal entities. Watenrvorks meets the component unit definition because the City
Council appoints the Board of Trustees of Waterworks. However, since Wateruvorks operates under the accrual method of
accounting and the City of Keokuk, lowa operates under the cash method of accounting, this component unit has not been
presented in the accompanying financial statements. The financial statements of Waterworks are available atWatenrvorks'
office, 20 North 4th Street, Keoluk, lowa.
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Keokuk Public Library Foundation (Foundation) is a component unit of the City of Keokuk, lowa. The Foundation, a
separate legal entity, exists for the purpose of attracting funds to benefit the Public Library which serves the Keokuk area
and to disburse those funds in a manner which will benefit the Library. The Foundation meets the definition of a component
unit since it raises funds on behalf of the Library. The financial statements of the Foundation have not been audited, so this
component unit has not been presented in the accompanying financial statements.

CONTACTING THE GITY'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 demonstrate the City's accountability for the money it receives. lf you have questions about this
report or need additional financial information, contact the City Administrator at 415 Blondeau Street, Keokuk, lowa 52632 or
telephone at 31 9-524-2050.
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