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Note 1:  Summary of Significant Accounting Policies 
 
Reporting Entity 
 
The City of Cedar Rapids, incorporated in 1849, operates under the council-manager form of government.  
The City provides a broad range of service to its citizens, including general government, public safety, 
street cleaning and maintenance, cultural, and park facilities.  It also operates a parking system, a mass 
transportation system, water, sewer and other sanitation utilities, several recreational, convention and 
entertainment oriented facilities, and through its component units, an airport and solid waste disposal 
facilities. 
 
In accordance with Governmental Accounting and Financial Reporting Standards, the basic financial 
statements include all funds, organizations, agencies, boards, commissions, authorities and material 
component units and have been prepared in conformity with accounting principles generally accepted in the 
United States of America, as applied to governmental units. The Governmental Accounting Standards 
Board (GASB) is the accepted standard setting body for establishing governmental accounting and 
financial reporting principles.  
 
The accompanying financial statements present the City and its component units.  Component units, 
although legally separate entities, are, in substance, part of the City’s operations.  The component units 
discussed below are included in the City’s reporting entity because of the significance of their operational 
or financial relationships with the City. Each discretely presented component unit is reported in a separate 
column in the government-wide financial statements to emphasize that it is legally separate from the City.  
Each entity has a June 30 year end.  They are as follows: 

 
1. The Eastern Iowa Airport (Airport) and related parking is operated by the Cedar Rapids Airport 
Commission.  The Commission has all the powers granted to the City except for the authority to sell the 
airport.  The Mayor appoints the members of the Airport Commission with City Council approval.  The 
City also approves its operating budget.  The Eastern Iowa Airport does not publish its own annual 
financial report. 

 
2. The Cedar Rapids/Linn County Solid Waste Agency (CRLCSWA) is the result of a 28E agreement as 
provided under the Code of Iowa.  CRLCSWA disposes of solid wastes into the combined City/County 
landfills in an integrated manner for the public benefit.  The City of Cedar Rapids has the authority to 
appoint the majority of CRLCSWA’s board of directors, and is able to impose its will on CRLCSWA’s 
operations. CRLCSWA publishes its own annual financial report, which is available at their office, 1954 
County Home Road, Marion, Iowa 52302 upon request.  Further reference regarding the City’s ongoing 
financial interest as a result of this agreement can be found in Note 15 Closure and Post closure Care 
Cost. 
 
3.  The Cedar Rapids Public Library Foundation is a nonprofit corporation organized under the laws of 
the State of Iowa. The purpose the Foundation is to provide resources to be used for the direct benefit of 
the Cedar Rapids Public Library, a department of the City.  The Foundation publishes its own annual 
financial report, using the Financial Accounting Standards Board guidance reporting model, which is 
available at their office, 450 5th Ave S.E., Cedar Rapids, IA  52401. 
 

Each blended component unit, although a legally separate entity, is in substance, part of the City’s 
operations and so data from these units is combined with data of the City.  The component units were 
established to facilitate historic tax credit rehabilitation projects on behalf of the City. Each entity has a 
December 31 year end.  They are as follows:  
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1. The City owns 100% of Courthouse II Parent, LLC (Courthouse), 100% of Courthouse Developer 
LLC and the affiliated subsidiaries of the 50.99% owned Courthouse II Manager, LLC (Courthouse 
Manager), the 0.1% owned Courthouse II Tenant, LLC (Courthouse Tenant) and the 100% owned 
subsidiary of Courthouse Tenant and Courthouse Manager, Courthouse II, LLC.  Courthouse II is 
presented as a blended component unit internal service fund in the basic financial statements as the 
governing board is substantially the same, the City and Courthouse have a financial benefit/burden 
relationship and the component unit provides services that exclusively benefit the primary government. 
Courthouse is a blended component unit in the internal service fund. 
 
2. The City owns 100% of Paramount Theatre Manager, LLC (Paramount Manager) and Paramount 
Theatre Developer, LLC (Paramount) and the affiliated subsidiaries of the .01% owned Paramount 
Theatre Master Tenant, LLC (Paramount Tenant) and the 100% owned subsidiary of Paramount Tenant 
and Paramount Manager, Paramount Theatre, LLC.  Paramount is presented as a blended component unit 
enterprise fund in the basic financial statements as the governing board is substantially the same, the City 
and Paramount have a financial benefit/burden relationship and the component unit provides services that 
exclusively benefit the primary government. 

 
Neither Courthouse nor Paramount publishes their own annual financial report. 

 
Government-wide and fund financial statements 
 
The government-wide financial statements (i.e., the statement of net position and the statement of 
activities) report information on all of the non-fiduciary activities of the City and its component units.  For 
the most part, the effect of interfund activity has been removed from these statements.  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 for services.  Likewise, 
the City is reported separately from component units. 
 
The statement of activities demonstrates the degree to which the direct expenses of a given function or 
segments are offset by program revenues.  Direct expenses are those that are clearly identifiable with a 
specific function or segment.  Program revenues include 1) charges to customers or applicants who 
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or 
segment and 2) grants and contributions that are restricted to meeting the operational or capital  
requirements of a particular function or segment.  Taxes and other items not properly included among 
program revenues are reported instead as general revenues.  
 
Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, 
even though the latter are excluded from the government-wide financial statements.  Major individual 
governmental funds and major individual enterprise funds are reported as separate columns in the fund  
financial statements.   Non-major funds are combined into a single column within the governmental and 
proprietary funds in the financial section of the basic financial statements and are detailed in the 
supplemental information. 
 
Measurement focus, basis of accounting, and financial statement presentation 
 
The government-wide financial statements are reported using the economic resources measurement focus 
and the accrual basis of accounting, as are the proprietary fund and fiduciary 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 and budgeted for.  Grants and similar items are recognized as revenue as soon as all eligibility 
requirements imposed by the provider have been met.   
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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 (susceptible to accrual).  Revenues are considered to be available when they are 
collectible within the current period or soon enough thereafter to pay liabilities of the current period.  For 
this purpose, the City considers revenues to be available if they are collected within 60 days of the  
end of the current fiscal period.  Expenditures generally are recorded when a liability is incurred, as under 
accrual accounting.  However, debt service expenditures, as well as expenditures related to compensated 
absences, pensions and claims and judgments, are recorded only when payment is due (matured). 
 
Property taxes, when levied for, franchise taxes, 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.  
  
Substantially all shared revenues are recorded when the underlying exchange transaction has occurred.  For 
governmental funds revenue from grant revenues is recorded as deferred inflow of resources until they 
become available. 
 
Revenue from federal awards is recognized when the City has done everything necessary to meet the 
eligibility requirements.  For governmental funds, revenue from federal grants is recognized when they 
become both measurable and available.  Licenses and permits, fines and forfeits, rents and royalties, 
charges for services, miscellaneous, and other revenues are recorded as revenue when received in cash 
because they are generally not measurable until actually received. 
 
The City of Cedar Rapids reports the following major governmental funds: 
 
General Fund 

The General Fund accounts for and reports all financial resources not accounted for and reported in 
another fund.  The revenues of the General Fund are primarily derived from general property taxes, 
charges for services, fines and forfeitures, licenses and permits, and certain revenues from state and 
federal sources.  The expenditures of the General Fund primarily relate to general administration, police  
and fire protection, streets and public buildings operation and maintenance, and parks and recreation 
oriented activities. 

 
Infrastructure Construction Fund 

The Infrastructure Construction Fund (a capital project fund) accounts for the construction or replacement 
of City infrastructure capital assets such as streets, bridges, dams, sidewalks, and storm sewers. 

 
Flood Fund 

The Flood Fund (a capital project fund) accounts for the emergency protective measures and recovery 
efforts from the 2008 flooding of the Cedar River. 

 
Debt Service Fund 

The Debt Service Fund accounts for the accumulation of resources for, and the payment of, long-term 
and  special debt principal, interest and related costs. 

 
The City reports the following major enterprise funds: 
  
Water Fund 
 The Water Fund accounts for the operation and maintenance of the City’s water system. 
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Water Pollution Control Fund 

The Water Pollution Control Fund accounts for the operation and maintenance of the City’s water 
pollution control facility.  This facility also provides services to the cities of Hiawatha, Marion, and 
Robins, Iowa for fees based on usage. 

 
Sanitary Sewer Fund 
  The Sanitary Sewer Fund accounts for the operation and maintenance of the City’s sanitary sewer system.  
 
U.S. Cellular Center 

The US Cellular Convention Complex accounts for the operation, maintenance, and construction of the 
Convention Complex.  Included in the capital improvement program is the construction of the convention 
center and parking ramp. 

 
DoubleTree by Hilton 

The DoubleTree by Hilton accounts for the operation, maintenance, and construction of the Hotel and 
Skywalk. 
 

Additionally, the City reports the following fund types: 
  Internal service funds account for the financing of goods or services provided by one department or  
  agency to other departments or agencies of the City, or to other governments, on a cost reimbursement 
  basis. These include the risk management activities, joint communications, fleet, facility   
  maintenance services for the City, and maintenance of City Hall (Courthouse II).  
 
  Special revenue funds account for and report the proceeds of specific revenue sources that are restricted or  
  committed to expenditures for specified purposes other than debt service or capital projects. 
 
  The other construction fund (a capital project fund) accounts for and reports financial resources that are    
  restricted, committed, or assigned to expenditures for capital outlays, including the acquisition or  
  construction of capital facilities and other capital assets that are not related to proprietary activities of the  
  City. 
   
  Fiduciary funds account for assets held by the City in a trustee or agency capacity for others and  
cannot be used to support the City’s own programs.  The City’s fiduciary funds consist of Agency funds,  
which are custodial in nature, report only assets and liabilities and do not involve measurement of the 
results of operations.  The City has the following agency funds: developers security deposit, contractors 
permit deposit, regional planning, and metropolitan coalition. 

 
Other enterprise funds account for operations and activities that are financed and operated in  
a manner similar to a private business enterprise, and where the costs of providing goods or services 
to the general public on a continuing basis are expected to be financed or recovered primarily through 
user charges, or where the City has decided that periodic determination of revenues earned, expenses 
incurred, and/or net income is appropriate for capital maintenance, public policy, management control, 
accountability, or other purposes.  The City has seven funds classified as other enterprise funds and they  
are as follows:  Transit System, Parking System, Solid Waste Management, Golf, Storm Sewer, Paramount 
Theatre and Ice Arena. 
 
Transactions among City funds that would be treated as revenues and expenditures or expenses if they 
involved organizations external to City government are accounted for as revenues and expenditures or 
expenses in the funds involved. 
 
Transactions, which constitute reimbursements to a fund for expenditures initially made from it, which are 
properly applicable to another fund, are recorded as expenditures in the reimbursing fund and as reductions 
of expenditures in the reimbursed fund. 
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Transactions, which constitute the transfer of resources from a fund receiving revenues to a fund through 
which the revenues are to be expended, are separately reported in the respective funds’ operating 
statements. 
 
Proprietary funds distinguish operating revenues and expenses from non-operating items.  Operating 
revenues and expenses generally result from providing services and producing and delivering goods in 
connection with a proprietary fund’s principal ongoing operations.  The principal operating revenues of 
proprietary funds are user fees and charges to customers for sales and services.  Operating expenses for 
proprietary funds include the cost of sales and services, administrative expenses, claims, and depreciation  
on capital assets.  All revenues and expenses not meeting this definition are reported as non-operating 
revenues and expenses. 
 
Capital contributions include both cash and noncash contributions.  
 
Assets, deferred outflows of resources, liabilities, deferred inflows of resources and net position or 
fund balances 
 
Cash Management and Investments 
 
The City maintains one primary demand deposit account through which the majority of the City’s cash 
resources are processed. 
 
Substantially all City investment activity is transacted by the City in an investment pool, except for those 
funds required to maintain their investments separately.  The earnings on the pooled investments are 
allocated to the funds on a systematic basis.  Investments are stated at fair value or amortized cost. 
 
Short-term investments are reported at cost, which approximates fair value.  Securities traded on a national 
or international exchange are valued at the last reported sales price at current exchange rates.  The City 
invests in the Iowa Public Agency Investment Trust, which is a 2a7 – like pool.  The Iowa Public Agency 
Investment Trust is a common law trust established under Iowa code law and is administered by an 
appointed investment management company.  The trust is reported at amortized cost pursuant to Rule 2a-7 
under the Investment Company Act of 1940. 
 
For purposes of the Statement of Cash Flows, the City considers investments with maturities of less than a 
year of when purchased to be cash equivalents. 
 
Receivables and Payables 
 
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 non-current portion of interfund loans).    Any residual balances 
outstanding between the governmental activities and business-type activities are reported in the 
government-wide financial statements as “internal balances”. 
 
Property taxes receivable are recognized at the time an enforceable legal claim is established.  This is 
determined to occur when the budget is certified.  All City property taxes must be certified to the Linn 
County Auditor on or before the fifteenth day of March of each year for the upcoming fiscal year, which 
runs from July 1 to June 30.  The county auditor is then required to place these City taxes upon the tax list.  
This levying of property taxes procedurally occurs during June prior to the fiscal year for which the taxes 
are to be collected.  The property taxes actually become an enforceable lien against the property when the 
budget is certified. 
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Property taxes levied by the Linn County Auditor for the year ended June 30, 2015, were due by July 1, 
2014, with the first half installment being delinquent after September 30, 2014, and the second half 
installment being delinquent after March 31, 2015.  Any collections remitted to the City within sixty days 
subsequent to year-end are recorded as property tax revenue.  The tax receivable represents the 2015 levy 
certified on March 15, 2015, based on 2014 assessed valuations.  As the levy is intended for use in the 2016 
fiscal year, the deferred inflow of resources has been recorded as deferred inflows of resources in the 
Statement of Net Position and in the Balance Sheet for governmental funds. 
 
Inventories and Prepaid Items 
 
Inventories are recognized only in those funds in which they are material to the extent they affect 
operations.  All inventories are carried at lower of cost or market (first-in, first-out).  The consumption 
method of accounting is applied to the governmental fund type inventories. 
 
Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as 
prepaid items in both government-wide and fund financial statements. 
 
Restricted Assets 
 
Assets, which are restricted for specific uses by bonded debt requirements, grant provisions, or other 
requirements are classified as restricted assets.   
 
Capital Assets 
 
Capital assets, which include land, buildings and structures, improvements other than buildings, which 
includes infrastructure, construction in progress, and machinery and equipment are reported in the 
applicable governmental or business-type activities columns in the government-wide financial statements 
and proprietary fund financial statements.   
 
Capital assets are defined by the City as assets with an initial, individual cost of more than $5,000 and an 
estimated useful life of two or more years.  Such assets are recorded at historical cost.  Donated capital 
assets are recorded at estimated fair value at the date of donation.   
 
The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend 
assets lives are not capitalized. 
 
Major outlays for capital assets and improvements are capitalized as projects are constructed.  Interest 
incurred during the construction phase of capital assets of business-type activities is included as part of the 
capitalized value of the assets constructed.  During the year ended June 30, 2015, no interest expense was 
added to the cost of assets acquired in the business-type activities.  
 
Buildings, improvements other than buildings, and machinery and equipment of the primary government, 
as well as component units, are depreciated using the straight line method over the following estimated 
useful lives: 
 
 Buildings and structures         20 to 50 years 
 Improvements other than buildings     5 to 100 years 
 Infrastructure               10 to 70 years 
 Machinery and equipment        3 to 20 years 
 
Collections such as library books, are held for public exhibition, education, or research in the furtherance of 
public service rather than financial gain, protected, kept unencumbered, cared for, and preserved, and are  
subject to an organizational policy that requires the proceeds from sales of collections to be used to acquire 
other items for collections or access to the collections and therefore are not capitalized. 
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Deferred Outflows of Resources 
 
Deferred outflows of resources represent a consumption of net position that applies to a future period(s) 
and will not be recognized as an outflow of resources (expense/expenditure) until then. Deferred outflows 
of resources consist of unrecognized items not yet charged to pension expense and contributions from the 
employer after the measurement date but before the end of the employer’s reporting period. 
 
Compensated Absences 
 
All full-time employees accumulate compensated absence and sick leave hours for subsequent use or for 
payment annually and/or upon termination, death, or retirement.  Compensated absence benefits vest when 
earned.  Sick leave accumulations consist of a vesting and non-vested portion.  
 
The non-vested portion of sick leave benefits, which are not included within these financial statements, at 
June 30, 2015, are as follows: 
          
 Governmental   $           14,892,990  
 Business-type                  3,471,766  
   Subtotal                18,364,756  
 Component Units                     499,738  
   Total   $           18,864,494  
    
For governmental funds, the current portion of unpaid compensated absences is the amount that is due.  The 
amount of the liability not considered due is not reported in the fund financial statements.  However, the 
entire compensated absence liability is reported on the government-wide financial statements. 
 
Long-term Obligations 
 
In the government-wide financial statements, and proprietary fund types in the fund financial statements, 
long-term debt and other long-term obligations are reported as liabilities in the applicable governmental  
activities, business-type activities, or proprietary fund type statement of net position.  Bond premiums and 
discounts, are deferred and amortized over the life of the bonds using the effective interest method.  Bond 
issuance costs are expended at the time of the debt issuance. 
 
In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well 
as bond issuance costs, during the current period.  The face amount of debt issued is reported as other 
financing sources.  Premiums received on debt issuance are reported as other financing sources while  
discounts on debt issuance are reported as other financing uses.  Issuance costs, whether or not withheld 
from the actual debt proceeds received, and principal payments are reported as debt service expenditures.   
 
Revenues Collected in Advance 
 
Governmental funds, proprietary funds and the governmental activities defer revenue recognition in 
connection with resources that have been received but not yet earned as revenues collected in advance. 
 
Net Pension Liability 
 
For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of 
resources related to pensions, and pension expense, information about the fiduciary net position of both 
Iowa Public Employees’ Retirement System (IPERS) and Municipal Fire and Police Retirement System of 
Iowa (MRPRSI) and additions to/deductions from IPERS and MFPRSI’s fiduciary net position have been 
determined on the same basis as they are reported by IPERS and MFPRSI. For the purpose, benefit 
payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms. Investments are reported at fair value. 
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Deferred Inflows of Resources 
 
In addition to liabilities, the statement of net position and balance sheet will sometimes report a separate 
section for deferred inflows of resources. This separate financial statement element, deferred inflows of 
resources, represents an acquisition of net position that applies to future period(s) and so will not be 
recognized as an inflow of resources (revenue) until that time. The governmental and enterprise funds 
report unavailable revenues property taxes. The governmental funds also report unavailable revenues from 
special assessments, other taxes and intergovernmental revenue. These amounts are considered a deferred 
inflow of resources until the period that the amounts become available. In the City’s government wide 
statements, only the property tax revenue remains under the modified accrual basis of accounting and will 
become an inflow in the year for which the taxes are levied and budgeted for. In the Statement of Net 
Position deferred inflows of resources also consist of the unamortized portion of the net difference between 
projected and actual earnings on pension plan investments and changes in proportion and differences 
between contributions and proportionate share of contributions related to pensions.  
 
Fund balance 
 
 In the governmental fund financial statements, fund balances are classified as follows: 
 

Nonspendable: Amounts which cannot be spent either because they are in a nonspendable form or 
because they are legally or contractually required to be maintained intact. 
 
Restricted: Amounts restricted to specific purposes when constraints placed on the use of the 
resources are either externally imposed by creditors, grantors or state or federal laws or imposed by 
law through constitutional provisions or enabling legislation. 
 
Committed: Amounts which can be used only for specific purposes pursuant to constraints formally 
imposed by the City Council through resolution approved prior to year end. Those committed 
amounts cannot be used for any other purpose unless the City Council removes or changes the 
specified use by taking the same action it employed to commit those amounts. 
 
Assigned: Amounts constrained by the City’s intent to use them for a specific purpose. The 
authority to assign fund balance has been delegated by the City Council to the City Manager and 
Finance Director. The general and infrastructure fund amounts were constrained for the intent to be 
used for a specific purpose as approved through the budgeting process approved by City Council. 
 
Unassigned: All amounts not included in other spendable classifications. The General Fund is the 
only fund that would report a positive amount in unassigned fund balance.  Residual deficit 
amounts of other governmental funds would also be reported as unassigned. 

 
The City’s minimum fund balance policy is to maintain twenty-five (25) percent of next year’s total general 
fund budgeted expenditures as minimum unassigned fund balance.  This is set by City Council through 
resolution and can only be revoked by City Council through resolution. 
 
When an expenditure is incurred in governmental funds which can be paid using either restricted or 
unrestricted resources, City’s policy is to pay the expenditure from restricted fund balance and then from 
less-restrictive classifications – committed, assigned and then unassigned fund balances.  
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Net Position 
 
Net position represents the difference between assets, deferred outflows of resources, liabilities, and 
deferred inflows of resources.  Net investment in capital assets, consists of capital assets, net of 
accumulated depreciation, reduced by the outstanding balances of any borrowings used for the acquisition, 
construction or improvement of those assets.  Net investment in capital assets, excludes unspent bond 
proceeds.  There were unspent bond proceeds in the Sanitary Sewer fund of $1,647,476, Water fund of 
$10,605,692, Water Pollution Control fund of $7,586,191, U.S. Cellular Center fund of $767,624, 
DoubleTree by Hilton fund of $2,185,609, Parking System Fund of $1,521,698 and $29,342,927 in 
governmental activities.  Net position is reported as restricted when there are limitations imposed on their 
use through external restrictions imposed by creditors, grantors, or laws or regulations of other 
governments. When both restricted net position and unrestricted net position are available for use, it is the 
City’s policy to use restricted-net position first and then unrestricted net position. 
 
Net position restricted through enabling legislation included $900,543 for debt service, $633,313 for 
general government, $16,149,589 for capital projects, $11,435,500 for community and economic 
development, $556,730 for public safety, $1,848,818 for culture and recreation,  $109,546 for public 
works, $10,975,285 for flood recovery, and $1,218,765 for Self-Supported Municipal Improvement District 
(SSMID) projects. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets, deferred outflows of resources, liabilities, deferred inflows of resources and disclosure 
of contingent assets and liabilities at the date of the basic financial statements and the reported amounts of 
revenues and expenditures/expenses during the reporting period. Actual results could differ from those 
estimates. 
 
Budgetary Control, Compliance, and Appropriation Data 
 
As allowed by GASB Statement No. 41, Budgetary Comparison Schedules-Perspective Differences, the 
City presents budgetary comparison schedules as required supplementary information based on the 
program structure of functional areas as required by state statute for its legally adopted budget. 
 
Note 2:  Internal and Component Unit Balances, Receivables and Payables 
 
Fund receivables and payables at June 30, 2015, were: 
 

   
Receivables 

 
Payables 

Due to/from other funds: 
    Governmental: 
    

 
Infrastructure Construction Fund 

 
 $                 1,729,425  

 
 $                              -    

 
Nonmajor Funds 

 
                                   -  

 
                       134,042  

 
  Total Governmental 

 
                    1,729,425  

 
                       134,042  

      Business-type: 
    

 
Nonmajor Funds 

 
                                   -  

 
                    1,595,383  

 
  Total Business-type 

 
                                   -  

 
                    1,595,383  

      Total due to/from other funds 
 

 $                 1,729,425  
 

 $                 1,729,425  
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These balances resulted from the time lag between the dates that (1) interfund goods and services are 
provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting system, and 
(3) payments between funds are made. 
 

   
Advances to/Receivable  Advances from/Payable 

Governmental: 
    

 
Nonmajor Funds 

 
 $                              -    

 
 $                    159,397  

Internal Service Fund 
    

 
Risk Management 

 
                    159,397  

 
                                 -    

Total advance to/from other funds 
 

 $                    159,397  
 

 $                    159,397  
 
These balances resulted from advances from Risk Management to fund the purchase of buildings in the 
nonmajor governmental funds until subsequent funding is received. The interfund receivables and payables 
are scheduled to be collected in the subsequent year whereas the interfund advances are not. 
  
Primary government and component unit Receivables and Payables: 
 
   Receivables  Payables 
Governmental:     
 General   $                                -    $               47,505,268  
Component Unit:     
 Airport                     47,505,268                                      -  
Total primary government      
  and component unit   $               47,505,268    $               47,505,268  
 
These balances resulted from the Airport investing in the City’s cash and investment pool. 
 
Note 3:  Fund Transfer Reconciliation 
 
Transfers in and out for the year ended June 30, 2015, were: 

   
Transfer In 

 
Transfer Out 

Governmental: 
    

 
General Fund 

 
 $             32,141,476  

 
 $               4,526,906  

 
Infrastructure Construction Fund 

 
                19,053,073  

 
                     178,265  

 
Flood Fund 

 
                13,613,350  

 
                  4,177,250  

 Debt Service Fund                    6,823,697                     3,741,425  

 
Nonmajor Funds 

 
                  8,359,184  

 
                66,119,783  

 
Internal Service Funds 

 
                  1,209,264  

 
                  1,730,352  

 
  Total Governmental 

 
                81,200,044  

 
                80,473,981  

      Business-type: 
    

 
Water 

 
                     321,077  

 
                     190,973  

 
Water Pollution Control 

 
                  1,890,327  

 
                     751,420  

 
Sanitary Sewer 

 
                     800,000  

 
                  6,127,678  

 
US Cellular Center 

 
                  3,162,228  

 
                     115,383  

 
DoubleTree by Hilton 

 
                  1,863,757  

 
                     212,994  

 
Nonmajor Funds 

 
                  2,745,130  

 
                  4,110,134  

 
  Total Business-Type  

 
                10,782,519  

 
                11,508,582  

Total 
 

 $             91,982,563  
 

 $             91,982,563  
 
Transfers are used to (1) move revenues from the fund that statute or budget requires to collect them to the 
fund that statute or budget requires to expend them, (2) move receipts restricted to debt service from the 
funds collecting the receipts to the debt service fund as debt service payments become due, and (3) use  
unrestricted revenues collected in the general fund to finance various programs accounted for in other 
governmental or proprietary funds in accordance with budgetary authorizations.   
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Note 4:  Self-Supported Municipal Improvement District 
 
During the year ended June 30, 1988, the City established the Downtown Cedar Rapids Self-Supported 
Municipal Improvement District (SSMID) pursuant to the provisions of Chapter 386, Code of Iowa (the 
Act).  By establishing SSMID, the City may certify taxes against the property within the district each year,  
in addition to all other taxes, commencing with the levy of taxes for collection in the fiscal year beginning 
July 1, 2009, and continuing for 7 additional years.  The levy is for the purpose of paying expenses of the  
District as are authorized by the Act, including, but not limited to, the administrative expenses of the 
District and part or all of the maintenance expenses of improvements or self-liquidating improvements, as  
defined in the Act, for a period of 8 years.  Even though the boundaries of SSMID overlap the Tax 
Incremental Financing District, as amended, they are not co-terminus. 
 
The Medical Self-Supporting Municipal Improvement District (SSMID) was approved in 2010, as 55 
square blocks adjacent to the Downtown SSMID.  The City established the Medical Cedar Rapids Self-
Supported Municipal Improvement District (SSMID) pursuant to the provisions of Chapter 386, Code of 
Iowa (the Act).  By establishing SSMID, the City may certify taxes against the property within the district 
each year, in addition to all other taxes, commencing with the levy of taxes for collection in the fiscal year 
beginning July 1, 2012, and continuing for 19 additional years.  The levy is for the purpose of paying 
expenses of the District as are authorized by the Act, including, but not limited to, the administrative 
expenses of the District and part or all of the maintenance expenses of improvements or self-liquidating 
improvements, as defined in the Act, for a period of 20 years.  Even though the boundaries of SSMID 
overlap the Tax Incremental Financing District, as amended, they are not co-terminus. 
 
The amount of property taxes received for SSMID during the year ended June 30, 2015, between the 
district overlapping the Tax Incremental Financing District (TIF) and the district associated only to SSMID 
were as follows: 

  
 Downtown   Medical  

  
 SSMID   SSMID  

    SSMID only 
 

 $           264,908   $           227,574  
SSMID within TIF 

 
              202,593                147,462  

  
 $           467,501   $           375,036  

 
State law requires the City to receipt property taxes into the TIF special revenue fund when the SSMID and 
TIF boundaries overlap.  The City then transfers the respective property taxes out of TIF into SSMID.  
 
Note 5:  Construction Commitments 
 
The total outstanding construction commitments of the City at June 30, 2015 amount to $94,749,735.  The 
majority of these commitments relate to road construction and flood recovery. Of these commitments, 
$27,162,824 will be funded by federal and state grants.  The total outstanding construction commitments of 
the Airport, a discretely presented component unit, at June 30, 2015 amount to $12,618,208.  Of these 
commitments, $4,090,658 will be funded by federal and state grants. 
 
Note 6:  Cash and Investments 
 
The City maintains a cash and investment pool that is available for use by all funds and the Airport, a 
discretely presented component unit, where the resources have been pooled in order to maximize 
investment opportunities.  Investment income is allocated to the various funds based on a systematic 
allocation and in accordance with accounting principles generally accepted in the United States of America.  
In addition, some funds are required to maintain their investments separately and therefore are not included 
in the investment pool. 
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The calculation of realized gains and losses is independent of a calculation of the net change in the fair 
value of investments.  Realized gains and losses on investments that have been held in more than one fiscal 
year and sold in current year were included as a change in the fair value of investments reported in the prior 
year(s) and the current year. 
 
Chapter 12B.10 of the Code of Iowa allows the City to invest in U.S. Treasury Bills, Notes, and Bonds; 
state and local government securities; collateralized prime bankers’ acceptances; real estate and real estate 
mortgages; and collateralized commercial paper; perfected repurchase agreements; or in time deposits as 
provided by Chapter 12B.10.  Common, preferred, or guaranteed stocks are an exception for public funds 
investment.  However the City’s investment policy additionally limits investments in commercial paper and 
other short-term corporate debt to obligations that mature within 270 days of purchase and is rated within  
the two highest classifications, established by at least one of the standard rating services approved by the 
superintendent of banking rules adopted pursuant to Chapter 17A, provided that at the time of purchase no 
more than 10% of the investment portfolio shall be invested in commercial paper or debt, no more than 5% 
of the investment portfolio shall be invested in securities of a single issuer, and no more than 5% of all 
amounts invested in commercial paper shall be invested in paper and debt rated in the second highest 
classification.  It also limits investments in prime bankers’ acceptances to those that mature within 270 days 
and that are eligible for purchase by a federal reserve bank, provided that at the time of purchase no more  
than 10% of the investment portfolio shall be invested in prime bankers’ acceptances, and no more than 5% 
of the investment portfolio shall be invested in the securities of a single issuer. 
 
Interest Rate Risk:  Interest rate risk is the risk that changes in market interest rates will adversely affect the 
fair value of an investment.  Generally, the longer the maturity of an investment, the greater the sensitivity 
of its fair value to changes in market interest rates.  The City’s investment policy states that risks of market  
price volatility shall be controlled through maturity diversification so that aggregate price losses on 
instruments with maturities approaching one year shall not be greater than coupon interest and investment 
income received from the balance of the portfolio. 
 
As of June 30, 2015, the City had the following investments with the following maturities:  
 

  
Fair Less than  1-5  6-10 More than 

 
  

Value 1 Year Years Years 10 Years Totals 
Investment Type: 

      
 

GNMA'S  $        605,112   $               -     $          12,830   $     183,700   $     408,582   $        605,112  
 FFCB       14,768,478                    -          14,768,478                    -                      -          14,768,478  
 FHLB       31,060,976          500,214        30,560,761                    -                      -          31,060,976  
 FHLMC       62,784,398                    -          62,715,813                    -              68,585        62,784,398  
 FNMA       19,958,900                    -          19,958,900                    -                      -          19,958,900  

Total  $ 129,177,863   $     500,214   $ 128,016,782   $     183,700   $     477,167   $ 129,177,864  
 
Credit Risk:  Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to 
the holder of the investment.  This is measured by the assignment of a rating by a nationally recognized 
statistical rating organization. GNMA’s are fully backed by the United States Government. 
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As of June 30, 2015 the City’s investments had the following ratings: 
 
    Standard 

  Moody’s  & Poor’s 

Investment Type:    

 FFCB AAA  AA+ 

 FHLB AAA  AA+ 

 FHLMC AAA  AA+ 

 FNMA AAA  AA+ 

     
Concentration of Credit Risk:  The City’s investment policy seeks diversification to reduce overall 
portfolio risk.  Where possible, it is the policy of the City to diversify its investment portfolio.  Assets shall 
be diversified to eliminate the risk of loss resulting from over-concentration of assets in a specific maturity, 
a specific issuer, or a specific class of securities.  Portfolio maturities shall be staggered in a way that 
avoids undue concentration of assets in a specific maturity sector.  The City’s investment policy limits 
holding of securities by single issuer to no more than 5% of the investment portfolio and commercial paper, 
other short-term corporate debt, or bankers’ prime acceptances to no more than 10% of the total investment 
portfolio for each class as mentioned above.  The City’s investments are in accordance with these policies 
regarding diversification. More than 5% of the City’s investments are in FFCB, FHLB, FHLMC and 
FNMA securities. These securities represent 11%, 24%, 49% and 15%  of the City’s total investments, 
respectively.  
 
Custodial Credit Risk:  Custodial credit risk for deposits is the risk that, in the event of the failure of a 
depository financial institution, the City will not be able to recover its deposits or will not be able to 
recover collateral securities that are in the possession of an outside party.  The custodial credit risk for 
investments is the risk that, in the event of the failure of the counterparty to a transaction, the City will not  
be able to recover the value of its investments or collateral securities that are in the possession of an outside 
party.  Chapter 12C of the Code of Iowa requires all City funds be deposited into an approved depository  
and be either insured or collateralized.  As of June 30, 2015, the City’s deposits were entirely insured by 
federal depository insurance or insured by the state through pooled collateral, state sinking funds, and by  
the state’s ability to assess for lost funds.   The City’s investments are not exposed to custodial credit risk as 
of June 30, 2015 as they are held by financial institutions in the name of the City.  
 
The Cedar Rapids/Linn County Solid Waste Agency’s cash and investments consist of deposits, including 
certificates of deposit.  As of June 30, 2015, the Agency’s deposits were entirely insured by federal 
depository insurance or insured by the state through pooled collateral, state sinking funds, and by the state’s 
ability to assess for lost funds.  The Agency held no investments in the current year subject to custodial 
credit risk. 
 
The Cedar Rapids Public Library Foundation follows Financial Accounting Standards Board guidance, 
therefore, GASB Statements No. 3 and No. 40 are not applicable.  The Airport’s cash and investments 
consist of $150 in cash and in petty cash, which are not subject to custodial credit risk. 
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Note 7:  Capital Assets 
 
Capital asset activity for the year ended June 30, 2015 was as follows: 
 
Primary Government 
 

 
Beginning 

 
Increases/ 

 
Decreases/ 

 
Ending 

 
Balance 

 
Transfers 

 
Transfers 

 
Balance 

Governmental activities: 
       Capital assets, not being depreciated: 
       Land  $  126,875,698  

 
 $        1,423,778  

 
 $  (11,552,155) 

 
 $    116,747,321  

Construction in progress      110,042,206  
 

         11,736,171  
 

     (86,762,489) 
 

         35,015,888  
Total capital assets, not being depreciated      236,917,904  

 
         13,159,949  

 
     (98,314,644) 

 
       151,763,209  

        Capital assets, being depreciated: 
       Buildings      137,459,942  

 
         44,178,060  

 
          (799,032) 

 
       180,838,970  

Improvements other than buildings      471,902,603  
 

         70,963,665  
 

                        -  
 

       542,866,268  
Machinery and equipment        64,756,824  

 
         22,343,830  

 
       (2,587,274) 

 
         84,513,380  

Total capital assets being depreciated      674,119,369  
 

       137,485,555  
 

       (3,386,306) 
 

       808,218,618  

        Less accumulated depreciation for: 
       Buildings      (31,015,464) 

 
         (3,757,477) 

 
            557,333  

 
       (34,215,608) 

Improvements other than buildings    (183,582,974) 
 

       (14,998,821) 
 

                        -  
 

     (198,581,795) 
Machinery and equipment      (35,936,339) 

 
         (5,911,486) 

 
         2,364,102  

 
       (39,483,723) 

Total accumulated depreciation    (250,534,777) 
 

       (24,667,784) 
 

         2,921,435  
 

     (272,281,126) 

        Total capital assets, being depreciated, net      423,584,592  
 

       112,817,771  
 

          (464,871) 
 

       535,937,492  

Governmental activities capital assets, net  $  660,502,496  
 

 $    125,977,720  
 

 $  (98,779,515) 
 

 $    687,700,701  

 
 
Depreciation expense was charged to functions/programs of the primary government as follows: 
 
Governmental activities:        
     Public safety         $         952,442    
     Public works            16,690,361    
     Culture and recreation              1,616,361    
     Community and economic development                   61,907    
     General government              1,198,732    
     Internal service funds              4,147,981    
Total depreciation expense - governmental activities     $     24,667,784    
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Beginning 

 
Increases/ 

 
Decreases/ 

 
Ending 

 
Balance 

 
Transfers 

 
Transfers 

 
Balance 

Business-type activities: 
       Capital assets, not being depreciated: 
       Land  $      21,920,293  

 
 $                     -  

 
 $                     -  

 
 $       21,920,293  

Construction in progress          29,757,668  
 

        10,936,769  
 

      (12,320,712) 
 

          28,373,725  
Total capital assets, not being depreciated          51,677,961  

 
        10,936,769  

 
      (12,320,712) 

 
          50,294,018  

        Capital assets, being depreciated: 
       Buildings        370,452,603  

 
             111,252  

 
           (139,006) 

 
        370,424,849  

Improvements other than buildings        400,653,710  
 

        24,826,984  
 

                        -  
 

        425,480,694  
Machinery and equipment          30,782,147  

 
          1,996,990  

 
        (2,719,329) 

 
          30,059,808  

Total capital assets being depreciated        801,888,460  
 

        26,935,226  
 

        (2,858,335) 
 

        825,965,351  

        Less accumulated depreciation for: 
       Buildings       (152,402,295) 

 
        (8,238,426) 

 
             139,006  

 
       (160,501,715) 

Improvements other than buildings       (143,644,498) 
 

      (10,277,327) 
 

                        -  
 

       (153,921,825) 
Machinery and equipment         (18,622,835) 

 
        (1,594,428) 

 
          2,498,541  

 
         (17,718,722) 

Total accumulated depreciation       (314,669,628) 
 

      (20,110,181) 
 

          2,637,547  
 

       (332,142,262) 

        Total capital assets, being depreciated, net        487,218,832  
 

          6,825,045  
 

           (220,788) 
 

        493,823,089  
Business-type activities capital assets, net  $    538,896,793  

 
 $     17,761,814  

 
 $   (12,541,500) 

 
 $     544,117,107  

        Business-type activities: 
            Water 
  

    
 

$        5,169,793 
       Water Pollution Control 

    
          5,887,430  

 
    

     Sanitary Sewer 
    

          2,285,498  
 

    
     Storm Sewer                      1,613    
     U.S. Cellular Center 

    
          2,010,838  

       DoubleTree by Hilton 
    

             956,703  
       Paramount Theatre 

    
          1,981,878  

       Transit System 
    

             588,726  
       Parking System 

    
             537,298  

       Solid Waste Management 
    

               50,534  
       Golf 

    
             203,441  

       Ice Arena 
    

             436,429  
  Total depreciation expense - business-type activities 

   
$      20,110,181  
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Activity for the Airport for the year ended June 30, 2015, was as follows: 
 
 Beginning  Increases/  Decreases/  Ending 
 Balance  Transfers  Transfers  Balance 
Component Unit: Airport        
Capital assets, not being depreciated:        
Land  $      8,938,208    $         27,600    $                    -    $      8,965,808  
Construction in progress          8,283,424        14,311,522         (3,594,316)         19,000,630  
Total capital assets, not being depreciated        17,221,632        14,339,122         (3,594,316)         27,966,438  
        
Capital assets, being depreciated:        
Buildings         84,139,933             783,966                          -          84,923,899  
Improvements other than buildings      122,555,274          3,505,000                          -        126,060,274  
Machinery and equipment          6,508,834             117,677            (286,537)           6,339,974  
Total capital assets being depreciated      213,204,041          4,406,643            (286,537)       217,324,147  
        
 
Less accumulated depreciation for:        
Buildings       (34,399,090)       (2,402,676)                         -         (36,801,766) 
Improvements other than buildings      (57,390,019)       (5,439,518)                         -         (62,829,537) 
Machinery and equipment        (4,854,949)          (306,870)             286,537           (4,875,282) 
Total accumulated depreciation      (96,644,058)       (8,149,064)             286,537       (104,506,585) 
        
Total capital assets, being depreciated, net      116,559,983         (3,742,421)                          -         112,817,562  
Airport capital assets, net  $  133,781,615    $  10,596,701    $   (3,594,316)   $  140,784,000  
 
 
Activity for Cedar Rapids/Linn County Solid Waste Agency for the year ended June 30, 2015, was as 
follows: 
 
 Beginning  Increases/  Decreases/  Ending 
 Balance  Transfers  Transfers  Balance 
Component Unit: CRLCSWA        
Capital assets, not being depreciated:        
Land  $           5,872,991    $                  -      $                       -      $        5,872,991  
Construction in progress                      8,710                        -                                           -                       8,710  
Total capital assets, not being depreciated               5,881,701                        -                               -                5,881,701  
        
Capital assets, being depreciated:        
Buildings and structures             12,187,286                28,348                             -              12,215,634  
Improvements other than buildings             29,298,921              109,468                    (14,100)           29,394,289  
Machinery and equipment               7,933,176                72,759               (1,158,749)             6,847,186  
Total capital assets being depreciated             49,419,383              210,575               (1,172,849)           48,457,109  
        
Less accumulated depreciation for:        
Buildings and structures             (1,137,945)            (586,221)                            -              (1,724,166) 
Improvements other than buildings             (7,096,153)         (1,228,836)                    14,100            (8,310,889) 
Machinery and equipment             (5,818,224)            (577,266)               1,158,749            (5,236,741) 
Total accumulated depreciation           (14,052,322)         (2,392,323)               1,172,849          (15,271,796) 
        
Total capital assets, being depreciated, net             35,367,061          (2,181,748)                            -              33,185,313  

CRLCSWA capital assets, net  $         41,248,762    $    (2,181,748)   $                       -      $      39,067,014  
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Activity for Cedar Rapids Public Library Foundation for the year ended June 30, 2015 was as follows: 
 
 Beginning      Ending 
 Balance  Increases  Decreases  Balance 
Component Unit: Cedar Rapids Library Foundation        
Capital assets, being depreciated:        
Machinery and equipment  $          11,557    $                    -    $                   -    $          11,557  
Accumulated depreciation            (10,457)                  (728)                        -              (11,185) 
Total capital assets, being depreciated, net  $            1,100    $             (728)   $                   -    $               372  
 
Note 8:  Retirement Systems 
 
Municipal Fire and Police Retirement System of Iowa (MFPRSI) 
 
Plan Description – MFPRSI membership is mandatory for fire fighters and police officers of the City. 
Members of the City are provided with pensions through a cost-sharing multiple employer defined benefit 
pension plan administered by the MFPRSI. MFPRSI issues a stand-alone financial report which is available 
to the public by mail at 7155 Lake Drive Suite 201 West Des Moines, IA 50266 or at www.MFPRSI.org. 
  
MFPRSI benefits are established under Iowa Code Chapter 411 and the administrative rules thereunder. 
Chapter 411 and the administrative rules are the official plan documents. The following brief description is 
provided for general informational purposes only. Refer to the plan documents for more information.  
 
Pension Benefits – Participating members are entitled to the benefit provision in effect on the member’s 
date of termination. The following is a summary of MFPRSI benefit provisions as of June 30, 2014: 
 
Retirement – Members with four or more years of service are entitled to pension benefits beginning at age 
55. Full service retirement benefits are granted to members with 22 years of service, while partial benefits 
are available to those members with 4 to 22 years of service based on the ratio of years completed to years 
required (22 years). Members with less than four years of service are entitled to a refund of their 
contribution only, with interest for the period of employment. 
 
Benefits are calculated based upon the member’s highest three years of compensation. The average of these 
3 years becomes the member’s average final compensation. The base benefit is 66 percent of the member’s 
average final compensation. Additional benefits are available to members who perform more than 22 years 
of service (2 percent additional year of service, up to a maximum of eight years). Survivor benefits are 
available to the beneficiary of a retired member according to the provisions of the benefit option chosen 
plus an additional benefit for each child. Survivor benefits are subject to a minimum benefit for those 
members who chose the basic benefit with a 50 percent surviving spouse benefit.  
 
Disability and Death – Disability coverage is broken down into two types, accidental and ordinary. 
Accidental disability is defined as permanent disability incurred in the line of duty, with benefits equivalent 
to the greater of 60 percent of the member’s average final compensation or the member’s service retirement 
benefits calculation amount. Ordinary disability occurs outside the call of duty and pays benefits equivalent 
to the greater of 50 percent of the member’s average final compensation, for those with 5 or more years of 
service, or the member’s service retirement benefit calculation amount, and 25 percent of average final 
compensation for those with less than 5 years of service. 
 
Death benefits are similar to disability benefits. Benefits for accidental death are 50 percent of the average 
final compensation of the member plus an additional amount for each child, or the provisions for ordinary 
death. Ordinary death benefits consist of a pension equal to 40 percent of the average final compensation of 
the member plus an additional amount for each child, or a lump-sum distribution to the designated 
beneficiary equal to 50 percent of the previous year’s earnable compensation of the member or equal to the 
amount of the member’s total contributions plus interest.  
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Benefits are increased (escalated) annually in accordance with Iowa Code Chapter 411.6 which states a 
standard formula for the increases. 
 
Traumatic Personal Injury – The surviving spouse or dependents of an active member who dies due to a 
traumatic personal injury incurred in the line of duty receives a $100,000 lump-sum payment.  
 
Deferred Retirement Option Program (DROP) – Active members, at least 55 years of age, with 22 or more 
years of service have the option to participate in the DROP Program. The DROP is an arrangement 
whereby a member who is otherwise eligible to retire and commence benefits opts to continue to work. A 
member can elect a 3, 4 or 5 year DROP period. By electing to participate in DROP the member is signing 
a contract indicating the member will retire at the end of the selected DROP period. During the DROP 
period the member’s retirement benefit is frozen and DROP benefit is credited to a DROP account 
established for the member. Assuming the member completes the DROP period, the DROP benefit is equal 
to 52% of the member’s retirement benefit at the member’s earliest date eligible and 100% if the member 
delays enrollment for 24 months. At the member’s actual date of retirement, the member’s DROP account 
will be distributed to the member in the form of a lump sum or rollover to an eligible plan.  
 
Contributions – Member contribution rates are set by state statute. In accordance with Iowa Code Chapter 
411 as modified by act of the 1994 General Assembly, to establish compliance with the Federal Older 
Workers Benefit Protection Act, the contribution rate was 9.40% of the earnable compensation for the year 
ended June 30, 2015. Employer contribution rates are based upon an actuarially determined normal 
contribution rate and set by state statute. The required actuarially determined contributions are calculated 
on the basis of the entry age normal method as adopted by the Board of Trustees as permitted under 
Chapter 411 of the Code of Iowa. The normal contribution rate is provided by state statute to be the 
actuarial liabilities of the plan less current plan assets, with such total divided by 1 percent of the actuarially 
determined present value of prospective future compensation for all members, further reduced by member 
contributions and state appropriations. Under the Code of Iowa the employer’s contribution rate cannot be 
less than 17.00% of the earnable compensation. The contribution rate was 30.14% for the year ended June 
30, 2015. State appropriations are approved by the state legislature and may further reduce the employer’s 
contribution rate, but not below the minimum statutory contribution rate of 17.00% of earnable 
compensation. The State therefore is considered to be a nonemployer contributing entity in accordance with 
the provisions of the Governmental Accounting Standards Board Statement No. 67 – Financial Reporting 
for Pension Plans.  
 
The City’s contributions to MFPRSI for the year end June 30, 2015 were $7,462,460. 
 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions – At June 30, 2015, the City reported a liability of $48,448,867 for its 
proportionate share of the net pension liability.  The net pension liability was measured as of June 30, 
2014, and the total pension liability used to calculate the net pension liability was determined by an 
actuarial valuation as of that date.  The City’s proportion of the net pension liability was based on the 
City’s share of contributions to the pension plan relative to the contributions of all MFPRSI participating 
employers.  At June 30, 2014, the City’s collective proportion was 9.301296 percent which was an 
increase of 0.091858 percent from its proportion measured as of June 30, 2013. 
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For the year ended June 30, 2015, the City recognized pension expense of $17,621,256.  At June 30, 2015, 
the City reported deferred outflows of resources and deferred inflows of resources related to pensions 
from the following sources: 

     
Deferred Outflows 

 
Deferred Inflows 

     
of Resources 

 
of Resources 

Differences between expected and 
    

 
actual experience 

  
 $                         -    

 
 $                 95,423  

        Changes in assumptions 
  

               2,492,027  
 

                            -    

        Net difference between projected and actual 
    

 
earnings on pension plan investments 

 
                            -    

 
             15,849,448  

        Changes in proportion and differences between 
   

 
City contributions and proportionate share 

   
 

of contributions 
  

                  417,995  
 

                            -    

        City contributions subsequent to the  
    

 
measurement date 

  
               7,462,460  

 
                            -    

        

 
Total 

   
 $          10,372,482  

 
 $          15,944,871  

 
 
$7,462,460 reported as deferred outflows of resources related to pensions resulting from the City 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ended June 30, 2016.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pensions will be recognized in pension expense over the average 
remaining service life of all system members of 5.6 years or 5 years (as of the beginning of the fiscal year) 
as follows: 

Year End 
  June 30,     

2016 
 

 $      (3,350,493) 
2017 

 
        (3,350,493) 

2018 
 

        (3,350,493) 
2019 

 
        (3,350,493) 

2020 
 

              367,123  

  
 $    (13,034,849) 

 
Actuarial Assumptions - The total pension liability in the June 30, 2014 actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the measurement: 
 

Rate of inflation 
 

3.00 percent per annum 

    Salary increases 
 

4.5 to 15.11 percent including inflation 

    Investment rate of return 7.50 percent, net of pension plan investment expense,  

   
including inflation 

 
The actuarial assumptions used in the June 30, 1014 valuation were based on the results of actuarial 
experience study for the period of July 1, 2002 to June 30, 2012. There were no significant changes of 
benefit terms.  
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Mortality rates used were based on weighting equal to 2/12 of the 1971 GAM table and 10/12 of the 1994 
GAM table with no projection of future mortality improvement. The City updated the mortality rates used 
by the MFPRSI actuary to the PR-2000 Blue Collar Mortality with project mortality improvement using 
scale BB-2D. As a result, the City increased its net pension obligation by approximately $14,732,000 as 
of June 30, 2015. 
 
The long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates (expected returns, net of pension plan 
investment expense and inflation) are developed for each major asset class.  These ranges are combined to 
produce the long-term expected rate of return by weighting the expected future real rates of return by the 
target asset allocation percentage and by adding expected inflation.  The target allocation and best 
estimates of arithmetic real rates of return for each major asset class are summarized in the following 
table: 

     
Long-Term Expected  

Asset Class     Asset Allocation   Real Rate of Return 
Core Plus Fixed Income 

 
7.0% 

  
3.80  

Emerging Markets Debt 
 

3.0% 
  

6.50  
Domestic Equities 

 
12.5% 

  
6.00  

Master Limited Partnerships 
 

5.0% 
  

8.50  
International Equities 

 
12.5% 

  
7.00  

Core Investments 
  

40.0% 
  Tactical Asset Allocation 

 
 35.0% 

 
6.00  

Private Equity/Debt 
 

 15.0% 
 

9.80  
Private Non Core Real Estate 

 
5.0% 

  
9.30  

Private Core Real Estate 
 

5.0% 
  

6.80  
Real Estate 

  
10.0% 

  

   
100% 

   
Discount Rate – The discount rate used to measure the total pension liability was 7.5 percent.  The 
projection of cash flows used to determine the discount rate assumed that employee contributions will be 
made at 9.40% of covered payroll and the City contributions will be made at rates equal to the difference 
between actuarially determined rates and the member rate. Based on those assumptions, MFPRSI 
fiduciary net position was projected to be available to make all projected future benefit payments of 
current plan members. Therefore, the long-term expected rate of return on pension plan investments was 
applied to all periods of projected benefit payments to determine the total pension liability. 
 
Sensitivity of the City’s Proportionate Share of the Net Pension Liability to Changes in the Discount Rate 
– The following presents the City’s proportionate share of the net pension liability calculated using the 
discount rate of 7.5 percent, as well as what the City’s proportionate share of the net pension liability 
would be if it were calculated using a discount rate that is 1-percentage-point lower (6.5 percent) or 1-
percentage-point higher (8.5 percent) than the current rate. 

 
1% 

 
Discount 

 
1% 

 
Decrease 

 
Rate 

 
Increase 

 
(6.5%)   (7.5%)   (8.5%) 

      City's proportionate share of  
     the net pension liability  $    81,232,938  

 
 $    48,448,867  

 
 $   21,208,255  

 
Pension Plan Fiduciary Net Position – Detailed information about the pension plan’s fiduciary net 
position is available in the separately issued MFPRSI financial report which is available on MFPRSI 
website at www.mfprsi.org. 
 

61



CITY OF CEDAR RAPIDS, IOWA 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2015 

  

 
Payables to the Pension Plan – At June 30, 2015, the City reported payables to the defined benefit pension 
plan of $622,075 for legally required employer contributions and $192,289 for legally required employee 
contributions which had been withheld from employee wages but not yet remitted to MFPRSI. 
 
Iowa Public Employees Retirement System (IPERS) 
 
Plan Description – IPERS membership is mandatory for employees of the City, which includes the Airport, 
a discretely present component unit of the City and Cedar Rapids/Linn County Solid Waste Agency 
(Agency), except for those covered by another retirement system. Employees of the City and Agency are 
provided with pensions through a cost-sharing multiple employer defined benefit pension plan administered 
by IPERS. IPERS issues a stand-alone financial report which is available to the public by mail at 7401 
Register Drive P.O. Box 9117, Des Moines, Iowa  50306-9117 or at www.ipers.org. 
 
IPERS benefits are established under Iowa Code Chapter 97B and the administrative rules thereunder. 
Chapter 97B and the administrative rules are the official plan documents. The following brief description is 
provided for general information purposes only. Refer to the plan documents for more information.  
 
Pension Benefits – A regular member may retire at normal retirement age and receive monthly benefits 
without an early-retirement reduction.  Normal retirement age is age 65, anytime after reaching age 62 with 
20 or more years of covered employment, or when the member’s years of service plus the member’s age at 
the last birthday equals or exceeds 88, whichever comes first.  (These qualifications must be met on the 
member’s first month of entitlement to benefits.)  Members cannot begin receiving retirement benefits 
before age 55.  The formula used to calculate a Regular member’s monthly IPERS benefit includes: 
 

• A multiplier (based on years of service). 
• The member’s highest five-year average salary.  (For members with service before June 30, 

2012, the highest three-year average salary as of that date will be used if it is greater than 
the highest five-year average salary.) 

 
Protection occupation members may retire at normal retirement age which is generally at age 55. 
Protection occupation members may retire any time after reaching 50 with 22 or more years of covered 
employment.  
 
The formula used to calculate protection occupation members’ monthly IPERS benefit includes: 
 

• 60% of average salary after completion of 22 years of service, plus an additional 1.5% of 
average salary for years of service greater than 22 but not more than 30 years of service. 

• The member’s highest three-year average salary.  
 
If a member retires before normal retirement age, the member’s monthly retirement benefit will be 
permanently reduced by an early-retirement reduction.  The early-retirement reduction is calculated 
differently for service earned before and after July 1, 2012.  For service earned before July 1, 2012, the 
reduction is 0.25 percent for each month that the member receives benefits before the member’s earliest 
normal retirement age.  For service earned starting July 1, 2012, the reduction is 0.50 percent for each 
month that the member receives benefits before age 65. 
 
Generally, once a member selects a benefit option, a monthly benefit is calculated and remains the same 
for the rest of the member’s lifetime.  However, to combat the effects of inflation, retirees who began 
receiving benefits prior to July 1990 receive a guaranteed dividend with their regular November benefit 
payments. 
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Disability and Death Benefits – A vested member who is awarded federal Social Security disability or 
Railroad Retirement disability benefits is eligible to claim IPERS benefits regardless of age.  Disability 
benefits are not reduced for early retirement.  If a member dies before retirement, the member’s  
beneficiary will receive a lifetime annuity or a lump-sum payment equal to the present actuarial value of 
the member’s accrued benefit or calculated with a set formula, whichever is greater.  When a member dies 
after retirement, death benefits depend on the benefit option the member selected at retirement. 
 
Contributions – Effective July 1, 2012, as a result of a 2010 law change, the contribution rates are 
established by IPERS following the annual actuarial valuation, which applies IPERS’ Contribution Rate 
Funding Policy and Actuarial Amortization Method.  Statute limits the amount rates can increase or 
decrease each year to 1 percentage point.  IPERS Contribution Rate Funding Policy requires that the 
actuarial contribution rate be determined using the “entry age normal” actuarial cost method and the 
actuarial assumptions and methods approved by the IPERS Investment Board.  The actuarial contribution 
rate covers normal cost plus the unfunded actuarial liability payment based on a 30-year amortization 
period.  The payment to amortize the unfunded actuarial liability is determined as a level percentage of 
payroll, based on the Actuarial Amortization Method adopted by the Investment Board. 
 
In fiscal year 2015, pursuant to the required rate, Regular members contributed 5.95 percent of pay and 
the City, Airport and Agency contributed 8.93 percent for a total rate of 14.88 percent. Protection 
occupation members at the Airport contributed 6.76 percent of pay and the Airport contributed 10.14 
percent for a total rate of 16.80 percent.  
 
The City and Agency’s total contributions to IPERS for the year ended June 30, 2015 were $4,958,360, 
which includes $236,243 related to the Airport, and $151,833 respectively.  
 
Net Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions – At June 30, 2015, the City and Agency reported a liability of 
$32,217,265 and $1,125,768 respectively for the proportionate share of the net pension liability.  The net 
pension liability was measured as of June 30, 2014, and the total pension liability used to calculate the net 
pension liability was determined by an actuarial valuation as of that date.  The City and Agency’s 
proportion of the net pension liability was based on the City and Agency’s share of contributions to the 
pension plan relative to the contributions of all IPERS participating employers.  At June 30, 2014, the 
City and Agency’s collective proportion was 0.8123556 and 0.0283861 percent respectively. This 
represent an increase to the City .0220040% and for the Agency a decrease of 0.0009103 percent from its 
proportion measured as of June 30, 2013. 
 
The Airport, which is included in the City’s proportionate share, was allocated $740,750 of the City’s net 
pension liability as of June 30, 2015. Deferred outflows of resources and deferred inflows of resources of 
the City were also allocated to the Airport as indicated on the following pages. 
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For the year ended June 30, 2015, the City recognized pension expense of $2,365,216.  At June 30, 2015, 
the City reported deferred outflows of resources and deferred inflows of resources related to pensions 
from the following sources: 

     
Deferred Outflows 

 
Deferred Inflows 

     
of Resources 

 
of Resources 

Differences between expected and 
    

 
actual experience 

  
 $               342,088  

 
 $                         -    

Changes in assumptions 
  

               1,389,131  
 

                            -    

Net difference between projected and actual 
    

 
earnings on pension plan investments 

 
                            -    

 
             12,004,236  

Changes in proportion and differences between 
   

 
City contributions and proportionate share 

   

 
of contributions 

  
                    62,400  

 
                            -    

City contributions subsequent to the  
    

 
measurement date 

  
               4,722,117  

 
                            -    

 
Total 

   
 $            6,515,736  

 
 $          12,004,236  

 
$4,722,117 reported as deferred outflows of resources related to pensions resulting from the City 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ended June 30, 2016.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pensions will be recognized in pension expense over the average 
remaining service life of all system members of 5.28 years or 5 years (as of the beginning of the fiscal 
year) as follows: 

 
Year End 

  June 30,     

2016 
 

 $      (2,581,989) 

2017 
 

        (2,581,989) 

2018 
 

        (2,581,989) 

2019 
 

        (2,581,989) 

2020 
 

              117,339  

  
 $    (10,210,617) 
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For the year ended June 30, 2015, the Airport recognized pension expense of $92,234.  At June 30, 2015, 
the Airport reported deferred outflows of resources and deferred inflows of resources related to pensions 
from the following sources: 

     
Deferred Outflows 

 
Deferred Inflows 

     
of Resources 

 
of Resources 

Differences between expected and 
    

 
actual experience 

  
 $                 10,400  

 
 $                 19,477  

Changes in assumptions 
  

                    41,767  
 

                            -    

Net difference between projected and actual 
    

 
earnings on pension plan investments 

 
                            -    

 
                  577,473  

Changes in proportion and differences between 
   

 
Airport contributions and proportionate share 

   

 
of contributions 

  
                      4,343  

 
                            -    

Airport contributions subsequent to the  
    

 
measurement date 

  
                  236,243  

 
                            -    

 
Total 

   
 $               292,754  

 
 $               596,950  

 
$236,243 reported as deferred outflows of resources related to pensions resulting from the Airport 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ended June 30, 2016.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pensions will be recognized in pension expense over the average 
remaining service life of all system members of 5.28 years or 5 years (as of the beginning of the fiscal 
year) as follows: 

Year End 
  June 30,     

2016 
 

 $         (135,716) 

2017 
 

            (135,716) 

2018 
 

            (135,716) 

2019 
 

            (135,716) 

2020 
 

                  2,424  

  
 $         (540,440) 
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For the year ended June 30, 2015, the Agency recognized pension expense of $84,261.  At June 30, 2015, 
the Agency reported deferred outflows of resources and deferred inflows of resources related to pensions 
from the following sources: 

     
Deferred Outflows 

 
Deferred Inflows 

     
of Resources 

 
of Resources 

Differences between expected and 
    

 
actual experience 

  
 $                 12,235  

 
 $                         -    

Changes in assumptions 
  

                    49,683  
 

                            -    
Net difference between projected and actual 

    
 

earnings on pension plan investments 
 

                            -    
 

                  429,336  
Changes in proportion and differences between 

   
 

Agency contributions and proportionate share 
   

 
of contributions 

  
                            - 

 
                     2,095 

Agency contributions subsequent to the  
    

 
measurement date 

  
                  151,833  

 
                            -    

 
Total 

   
 $               213,751  

 
 $               431,431  

 
$151,833 reported as deferred outflows of resources related to pensions resulting from the Agency 
contributions subsequent to the measurement date will be recognized as a reduction of the net pension 
liability in the year ended June 30, 2016.  Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to pensions will be recognized in pension expense over the average 
remaining service life of all system members of 5.28 years or 5 years (as of the beginning of the fiscal 
year) as follows: 
 

Year End 
  June 30, 
 

  

2016 
 

 $           (93,357) 

2017 
 

              (93,357) 

2018 
 

              (93,357) 

2019 
 

              (93,357) 

2020 
 

                  3,915  

  
 $         (369,513) 

 
There were no non-employer contributing entities at IPERS. 
 
Actuarial Assumptions – The total pension liability in the June 30, 2014 actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the measurement: 
 

Rate of inflation 
 

3.00 percent per annum 
(effective June 30, 2014) 

 
    Rates of salary increase 4.00 to 17.00 percent, average, including inflation. Rates vary by 
(effective June 30, 2010) membership group. 

    Long-term investment rate of return 7.50 percent, compounded annually, net of investment expense, 
(effective June 30, 1996) including inflation. 

 
The actuarial assumptions used in the June 30, 1014 valuation were based on the results of actuarial 
experience studies with dates corresponding to those listed above. 
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Mortality rates were based on the RP-2000 Mortality Table for Males or Females, as appropriate, with 
adjustments for mortality improvements based on Scale AA. 
 
The long-term expected rate of return on pension plan investments was determined using a building-block 
method in which best-estimate ranges of expected future real rates (expected returns, net of pension plan 
investment expense and inflation) are developed for each major asset class.  These ranges are combined to 
produce the long-term expected rate of return by weighting the expected future real rates of return by the 
target asset allocation percentage and by adding expected inflation.  The target allocation and best 
estimates of arithmetic real rates of return for each major asset class are summarized in the following 
table: 

 
 

   
Long-Term Expected  

Asset Class   Asset Allocation   Real Rate of Return 
US Equity 

 
23% 

 
6.31 

Non US Equity 
 

15% 
 

6.76 
Private Equity 

 
13% 

 
11.34 

Real Estate 
 

8% 
 

3.52 
Core Plus Fixed Income 

 
28% 

 
2.06 

Credit Opportunities 
 

5% 
 

3.67 
TIPS 

 
5% 

 
1.92 

Other Real Assets 
 

2% 
 

6.27 
Cash 

 
1% 

 
-0.69 

  
100% 

   
Discount Rate – The discount rate used to measure the total pension liability was 7.5 percent.  The 
projection of cash flows used to determine the discount rate assumed that employee contributions will be 
made at the contractually required rate and that contributions from the City, Airport and Agency will be 
made at contractually required rates, actuarially determined.  Based on those assumptions, the pension 
plan’s fiduciary net position was projected to be available to make all projected future benefit payments of 
current active and inactive employees.  Therefore, the long-term expected rate of return on pension plan 
investments was applied to all periods of projected benefit payments to determine the total pension 
liability. 
 
Sensitivity of the City, including the Airport, and Agency’s Proportionate Share of the Net Pension 
Liability to Changes in the Discount Rate – The following presents the City, Airport and Agency’s 
proportionate share of the net pension liability calculated using the discount rate of 7.5 percent, as well as 
what the City, Airport and Agency’s proportionate share of the net pension liability would be if it were 
calculated using a discount rate that is 1-percentage-point lower (6.5 percent) or 1-percentage-point higher 
(8.5 percent) than the current rate. 

 
1% 

 
Discount 

 
1% 

 
Decrease 

 
Rate 

 
Increase 

 
(6.5%)   (7.5%)   (8.5%) 

      City's proportionate share of  
     the net pension liability  $    61,510,086  

 
 $    32,217,265  

 
 $   7,491,735  

      Agency's proportionate share of  
     the net pension liability  $      2,127,108  

 
 $      1,125,768  

 
 $      280,534  
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Pension Plan Fiduciary Net Position – Detailed information about the pension plan’s fiduciary net 
position is available in the separately issued IPERS financial report which is available on IPERS’ website 
at www.ipers.org. 
 
Payables to the Pension Plan – At June 30, 2015, the City reported payables to the defined benefit pension 
plan of $382,118 for legally required employer contributions and $254,924 for legally required employee 
contributions which had been withheld from employee wages but not yet remitted to IPERS. At June 30, 
2015, the Airport reported payables to the defined benefit pension plan of $20,775 for legally required 
employer contributions and $13,525 for legally required employee contributions which had been withheld 
from employee wages but not yet remitted to IPERS. At June 30, 2015, the Agency reported payables to 
the defined benefit pension plan of $11,751 for legally required employer contributions and $7,829 for 
legally required employee contributions which had been withheld from employee wages but not yet 
remitted to IPERS. 
 
Note 9: Subsequent Event – Pension and Retirement Systems 
 
Subsequent to the actuarial valuation date used by the Plan and Society of Actuaries issued updated 
mortality scales and mortality improvement scales; MP2014 and MP-15. It is expected these scales may 
increase the total pension liability by 4%-8% unless the plan experience indicates otherwise. The City has 
not been provided the impact of these scales but believes the updated scales, if determined appropriate for 
the plan, will have a material impact on the City’s net pension obligation.  

Note 10:  Long-Term Liabilities 
 
Bonded Debt 
 
General Obligation Bonds 
 
There was $315,200,000 of general obligation bonds outstanding as of June 30, 2015.  Un-matured general 
obligation bonds to be paid by governmental funds totaled $160,620,185.  General obligation bonds to be  
paid by enterprise revenue and therefore included as Enterprise Fund obligations total $154,579,815.  These 
general obligation bonds bear interest rates ranging from 1.35% to 6.25% and mature in varying amounts 
ranging from $40,000 to $5,730,000 with the final payments due in the year ending June 30, 2043. 
 
During the year ended June 30, 2015, the City issued $11,180,000 Series B general obligation bonds.  
These bonds were issued for the construction, repair, and improvement of streetscape and sidewalks, trails 
and bike paths. Also, for the replacement of trees and rehabilitation of City parks, including the 
construction/improvement of recreational facilities, trails, public space amenities.  Also included is sewer 
improvements; the acquisition of a fire pumper truck; police department facility improvements, including 
renovations to the outdoor range, roof, caulk, and carpet improvements.  The parking lot at Ambroz will be 
updated, as well as an FMS project management assessment of city facilities. Enterprise software, 
applications and data management systems; the construction and remodeling of the Usher’s Ferry lodge are 
also included.  Lastly, they are being used for the planning, undertaking, and carrying out of the urban 
renewal project activities.   These bonds bear interest at 3% to 4% and mature in varying amounts ranging 
from $445,000 to $730,000 through fiscal year ending June 30, 2035 with an average life of 11.09 years.  
 
On June 18, 2015, the City issued $26,270,000 Series A refunding general obligation bonds.  The proceeds 
of the bonds were used to currently refund, in advance of their maturity, the following bonds (collectively, 
the “Refunded Bonds”): 
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Original Issue                 Refunded Maturities      Principal Amount 
                                         To be Refunded 
General Obligation 
Bonds, Series 2004A, 
Dated September 9, 2004         2016-2024                                 $   9,715,000 
General Obligation 
Bonds, Series 2005A,  
Dated September 7, 2005         2016-2025             14,165,000 
General Obligation  
Bonds, Series 2005B, 
Dated September 7, 2005         2016-2025                                      1,885,000 
 
Total General Obligation Bonds Refunded                                $  25,765,000 
 
The refunding was conducted to achieve interest savings.  The proceeds of the notes were used to pay the 
principal of the Refunded Bonds at a price of par plus accrued interest.  These bonds were currently 
refunded and are therefore no longer included in these financial statements.  The refunding bonds bear 
interest at 3% to 5% and mature in varying amounts ranging from $175,000 to $3,270,000 through fiscal 
year ending June 30, 2035 with an average life of 6.09 years.  The City completed the current refunding to 
reduce its total debt service payments by $2,757,385.  The net present value benefit of this refunding, the 
economic gain, is $2,463,974.  
 
Revenue Bonds 
 
Water Pollution Control: 
There was $30,790,000 of revenue bonds outstanding as of June 30, 2015 related to Water Pollution 
Control.  The City has pledged future water pollution control customer revenue, net of specified operating 
expenses, to repay these revenue bonds.  Total principal and interest remaining to be paid on the bonds is 
$42,350,613 and is payable through 2035.  Principal and interest paid for the current year and total 
customer net revenues were $2,057,962 and $13,568,090, respectively. The revenue bonds were issued to 
finance construction and improvements at the wastewater treatment facilities.  
 
Sanitary Sewer: 
There was $9,495,000 of revenue bonds outstanding as of June 30, 2015 related to Sanitary Sewer.  The 
City has pledged future sanitary sewer customer revenue, net of specified operating expenses, to repay 
these revenue bonds.  Total principal and interest remaining to be paid on the bonds is $12,879,424 and is 
payable through 2035.  Principal and interest paid for the current year and total customer net revenues were 
$647,724 and $3,607,026, respectively. The revenue bonds were issued to finance improvements and 
extension to the Municipal Sanitary Sewer System. 
 
Water: 
There was $45,255,000 of revenue bonds outstanding as of June 30, 2015 related to Water.  The City has 
pledged future water customer revenue, net of specified operating expenses, to repay these revenue bonds.  
Total principal and interest remaining to be paid on the bonds is $62,218,451 and is payable through 2035.  
Principal and interest paid for the current year and total customer net revenues were $2,960,657 and 
$13,585,983, respectively. The revenue bonds were issued to finance improvements and extensions to the 
Municipal Waterworks System. 
 
During the year ended June 30, 2015 the City issued $9,945,000 in water revenue bonds, $755,000 in sewer 
revenue bonds, and $6,270,000 in water pollution control revenue bonds to fund various water, sewer, and 
water pollution control construction projects.  The water revenue bonds are due in annual principal 
installments of $405,000 to $635,000 through fiscal year ending June 30, 2035 and bear interest at 2.0% to 
5.0%. The sewer and water pollution control revenue bonds are due in annual principal installments of 
$255,000 to $470,000 through fiscal year ending June 30, 2035 and bear interest at 2.0% to 4.0%. 
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Notes Payable 
 
During FY2008, the City entered into an agreement with the Iowa State Revolving Fund for a line of credit 
up to $39.39 million.  Total outstanding as of June 30, 2015 was $29,908,000.  This line of credit was taken 
out to finance the ultra-violet disinfection system improvements by the Water Fund. The interest rate for 
this line of credit is 3.25%.  Annual payments began in FY 2010, with the last payment in fiscal year 2029.  
The City has pledged future water customer revenues, net of specified operating expenses, to repay the note 
payable.   
 
The note payable is payable solely from water customer net revenues included in the Water Fund.  Annual 
principal and interest payments on the note payable are expected to require less than 24% of net revenues.  
Total estimated interest and principal remaining to be paid is $37,067,200.  Principal and interest paid for 
the current year and total customer net revenues were $2,647,210 and $13,585,983, respectively. 
 
During FY2009, the City entered into an agreement with the Iowa State Revolving Fund for a line of credit 
up to $10.9 million dollars.  Total outstanding as of June 30, 2015 was $7,964,000.  This line of credit was 
taken out to finance the construction of certain wastewater treatment facilities. The interest rate for this line 
of credit is 3.25%.  Annual payments began in FY2010, with the last payment in fiscal year 2029.  The City 
has pledged future waste water customer revenues, net of specified operating expenses, to repay the note 
payable.  The note payable is payable solely from waste water customer net revenues included in the Water 
Pollution Control Fund.  Annual principal and interest payments on the note payable are expected to require 
less than 24% of net revenues.  Total estimated interest and principal remaining to be paid is $9,879,770.  
Principal and interest paid for the current year and total customer net revenues were $696,240 and 
$13,568,090, respectively. 
 
During FY2011, the City entered into an agreement with the Iowa State Revolving Fund for a line of credit 
up to $5.767 million dollars.  Total outstanding as of June 30, 2015 was $4,887,920.  This line of credit was 
taken out to finance the construction of certain wastewater treatment facilities. The interest rate for this line 
of credit is 3.25%.  Annual payments began in FY2014, with the last payment in FY2033.  The City has 
pledged future waste water customer revenues in the Water Pollution Control Fund, net of specified 
operating expenses, to repay the note payable.  The note payable is payable solely from waste water 
customer net revenues included in the Water Pollution Control Fund.  Annual principal and interest 
payments on the note payable are expected to require less than 24% of net revenues.  Total estimated 
interest and principal remaining to be paid is $6,384,600.  Principal and interest paid for the current year 
and total customer net revenues were $349,796 and $13,568,090, respectively. 
 
During the current year, the City entered into an agreement with the Iowa State Revolving Fund for a line 
of credit up to $2.13 million dollars. This line of credit was taken out to finance a roughing dome for Water 
Pollution Control.  The interest rate for this line of credit is 1.75%.  Annual payments will begin FY16, 
with the last payment in 2035.  The City has pledged future waste water customer revenues in the Water 
Pollution Control Fund, net of specified operating expenses, to repay the note payable.  The note payable is 
payable solely from waste water customer net revenues included in the Water Pollution Control Fund.  
Annual principal and interest payments on the note payable are expected to require less than 24% of net 
revenues.  Total estimated interest and principal remaining to be paid is $2,540,310.71. Principal and 
interest paid for the current year and total customer net revenues were $0 and $13,568,090, respectively.   
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Changes in long-term liabilities: 
 
Long-term debt activity for the year ended June 30, 2015, was as follows: 
 

     
 Balance  

     
 Balance  

     
 June 30, 2014  

 
 Additions  

 
 Retirements  

 
 June 30, 2015  

Primary government: 
        

 
Governmental 

        
  

General obligation: 
 

 $     162,626,588  
 

 $        23,705,000  
 

 $     25,711,403  
 

 $    160,620,185  

  
  Plus: unamortized premium 

 
            3,419,700  

 
             1,323,364  

 
             258,400  

 
           4,484,664  

  
 Less: unamortized discount 

 
               250,804  

 
                  72,424  

 
               30,122  

 
              293,106  

  
Total General Obligation 

 
        165,795,484  

 
           24,955,940  

 
        25,939,681  

 
       164,811,743  

 
Business-type activities 

        
  

General obligation: 
        

  
  Water Pollution Control 

 
          26,922,173  

 
                640,000  

 
          4,399,070  

 
         23,163,103  

  
  Sanitary Sewer 

 
          13,732,570  

 
             3,215,000  

 
          5,009,867  

 
         11,937,703  

  
  Water 

 
          28,017,013  

 
             8,825,000  

 
        13,801,365  

 
         23,040,648  

  
  US  Cellular Center 

 
          46,047,000  

 
                  55,000  

 
          1,246,000  

 
         44,856,000  

  
  DoubleTree by Hilton 

 
          46,335,000  

 
                          -    

 
          1,970,000  

 
         44,365,000  

  
  Other business-type funds 

 
            7,165,754  

 
             1,010,000  

 
             958,393  

 
           7,217,361  

  
Notes Payable: 

        
  

  Water Pollution Control 
 

          13,481,427  
 

                  11,920  
 

             641,427  
 

         12,851,920  

  
  Water 

 
          31,607,000  

 
                            -  

 
          1,699,000  

 
         29,908,000  

  
  Other business-type funds 

 
               183,165  

 
                            -  

 
             183,165  

 
                        -    

  
Revenue Bonds: 

        
  

  Water Pollution Control  
 

          25,620,000  
 

             6,270,000  
 

          1,100,000  
 

         30,790,000  

  
  Water 

 
          36,890,000  

 
             9,945,000  

 
          1,580,000  

 
         45,255,000  

  
  Sewer 

 
            9,095,000  

 
                755,000  

 
             355,000  

 
           9,495,000  

  
Plus: unamortized premium 

 
            3,803,047  

 
             1,862,820  

 
             288,206  

 
           5,377,661  

  
Less: unamortized discounts 

 
               274,207  

 
                            -  

 
               28,673  

 
              245,534  

  
Total business-type activities 

 
        288,624,942  

 
           32,589,740  

 
        33,202,820  

 
       288,011,862  

 
Total primary government 

 
        454,420,426  

 
           57,545,680  

 
        59,142,501  

 
       452,823,605  

Component unit: 
        

 
General obligation for Airport: 

 
                 23,902  

 
                            -  

 
               23,902  

 
                          -  

  
Plus: unamortized premiums 

 
                 15,371  

 
                            -  

 
               15,371  

 
                          -  

  
Less: unamortized discounts 

 
                 11,677  

 
                            -  

 
               11,677  

 
                          -  

  
Total component unit 

 
                 27,596  

 
                            -  

 
               27,596  

 
                          -  

 
Total Long-Term Debt 

 
 $     454,448,022  

 
 $        57,545,680  

 
 $     59,170,097  

 
 $    452,823,605  

 

       
 Due within  

       
 one year  

Primary government: 
   

 
Governmental 

   
  

General obligation 
  

 $         14,493,706  

 
Business-type activities: 

   
  

Water pollution control 
 

              5,720,757  

  
Sanitary Sewer 

  
              1,789,203  

  
Water 

   
              7,046,657  

  
DoubleTree by Hilton 

 
              2,020,000  

  
US Cellular Center 

  
              1,351,000  

  
Other business-type funds 

 
              1,084,676  

 
Total primary government 

 
$         33,506,000 
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As explained in more detail in Note 1, payments on bonds that pertain to the City’s governmental activities 
are made by the debt service fund. 
 
At June 30, 2015, the general obligation debt issued by the City did not exceed its legal debt margin 
compiled as follows: 
 

 Total Estimated actual valuation - real property  
  
$      9,648,549,360  

     
 Debt limit - 5% of total valuation            482,427,468  
 Debt applicable to debt limit:   
  General obligation bonded debt outstanding            315,200,000  
     
 Legal Debt Margin   $       167,227,468  

 
A summary of the bond principal and interest maturities by type of bond is as follows: 
 
   Governmental    Business-type activities    General Obligation  
   General Obligation    General Obligation    Totals  

Year Ending             
June 30:   Principal    Interest    Principal    Interest    Principal    Interest  

2016   $    14,493,706    $  5,986,577    $   12,706,294    $      5,546,979    $   27,200,000    $  11,533,556  

2017         14,969,470        5,525,534         12,765,530            5,117,721         27,735,000        10,643,255  

2018         13,595,095        4,976,963         12,764,905            4,652,494         26,360,000          9,629,458  

2019         13,452,626        4,518,885         11,967,374            4,228,762         25,420,000          8,747,648  

2020         10,494,229        4,035,287         10,545,771            3,804,761         21,040,000          7,840,048  

2021-2025         43,723,535      14,623,383         42,136,465          14,084,996         85,860,000        28,708,379  

2026-2030         31,949,775        7,204,774         30,100,225            7,628,063         62,050,000        14,832,838  

2031-2035         13,951,750        2,167,621         16,443,250            2,372,438         30,395,000          4,540,059  

2036-2040           3,645,000           574,860           3,350,000               803,754           6,995,000          1,378,614  

2041-2043              345,000             15,956           1,800,000               127,625           2,145,000             143,581  

   $  160,620,185    $49,629,841    $ 154,579,815    $    48,367,593    $ 315,200,000    $  97,997,435  

 
 Revenue  

Year Ending 
June 30:  Principal   Interest  

2016  $      3,780,000   $     3,089,814  
2017          3,925,000          3,009,394  
2018          4,040,000          2,892,589  
2019          4,165,000          2,763,319  
2020          4,300,000          2,626,759  

2021-2025        23,980,000        10,746,128  
2026-2030        28,090,000          5,600,488  
2031-2035        13,260,000          1,180,000  

 $    85,540,000   $   31,908,489  
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A summary of the business-type note payable principal and interest maturities is as follows: 

     
  

 Note Payable  

Year Ending 
    June 30: 
 

 Principal  
 

 Interest  

2016 
 

 $      2,526,000  
 

 $     1,286,717  
2017 

 
         2,601,000  

 
        1,219,769  

2018 
 

         2,679,000  
 

        1,144,480  
2019 

 
         2,758,000  

 
        1,066,917  

2020 
 

         2,840,000  
 

           987,051  
2021-2025 

 
       15,518,000  

 
        3,650,941  

2026-2030 
 

       13,837,920  
 

        1,219,043  

  
 $    42,759,920  

 
 $   10,574,917  

 
Changes in other long-term liabilities: 
 
Other long-term liability activity for the year ended June 30, 2015 was as follows: 
 

   
 Beginning  

     
 Ending  

 
 Due within  

   
 Balance  

 
 Additions  

 
 Reductions  

 
 Balance  

 
 one year  

            Governmental activities: 
         

            Claims and Judgments  $      11,228,716  
 

 $  12,806,053  
 

 $  10,096,226  
 

 $  13,938,543  
 

 $    1,973,592  
Compensated absences       6,008,194  

 
       5,109,551  

 
       4,875,704  

 
       6,242,041  

 
       6,037,481  

 
Governmental activity  

         
  

Long-term liabilities  $      17,236,910  
 

 $  17,915,604 
 

 $  14,971,930  
 

 $  20,180,584  
 

 $    8,011,073  

            Business-type activities: 
         

            Compensated absences  $        1,460,370  
 

 $    1,306,449  
 

 $    1,309,772  
 

 $    1,457,047  
 

 $    1,408,354  
Closure/post closure landfill               755,475  

 
            15,252  

 
                      -  

 
          770,727  

 
                     -  

 
Business-type activity 

         
  

Long-term liabilities  $        2,215,845  
 

 $    1,321,701  
 

 $    1,309,773  
 

 $    2,227,773  
 

 $    1,408,354  

          
Component Units: 

         
 

Airport 
         

  
Compensated absences  $           220,050  

 
 $       217,395  

 
 $       169,862  

 
 $       267,583  

 
 $       267,583  

            
 

CRLCSWA 
         

  
Compensated absences  $           134,533  

 
 $       185,459  

 
 $       188,448  

 
 $       131,544  

 
 $       131,544  

  
Closure/post closure landfill          18,072,728  

 
                      -  

 
          352,910  

 
     17,719,818  

 
          359,192  

  
  Long-term liabilities  $      18,207,261  

 
 $       185,459  

 
 $       541,398  

 
 $  17,851,322  

 
 $       490,736  

 
The compensated absences liability attributable to the governmental activities will be liquidated by several 
of the City’s governmental and internal service funds.  In the past, approximately 87.2% has been paid by 
the General Fund and the remainder by other governmental and internal service funds.  The claims and 
judgment liability will generally be liquidated by the City’s Risk Management Fund (See Note 13, also).  
The Risk Management Fund will finance the payment of those claims by charging the other funds based on 
management’s assessment of the relative insurance risk that should be assumed by the individual funds.  
Currently, the General Fund bears approximately 65% of the claims and judgment costs; no other 
individual fund is charged more than 9% of the total amount. 
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Industrial Revenue Bonds 

 
From time to time, the City has issued Industrial Revenue Bonds to provide financial assistance to private-
sector entities for the acquisition and construction of industrial and commercial facilities deemed to be in 
the public interest.  The bonds are secured by the property financed and are payable solely from payments 
received on the underlying mortgage loans.  Upon repayment of the bonds, ownership of the acquired 
facilities transfers to the private-sector entity served by the bond issuance.  Neither the City, the State, nor  
any political subdivision thereof is obligated in any manner for repayment of the bonds.  Accordingly, the 
bonds are not reported as liabilities in the accompanying financial statements. 

 
As of June 30, 2015, there were 74 series of Industrial Revenue Bonds outstanding issued prior to July 1, 
1995.  Of the 74 series, a total of 21 have been closed.  The aggregate principal amount payable could not 
be determined, however; their original issue amounts totaled $81,139,500.  
 
The aggregate principal balance as of June 30, 2015 due on bonds issued after July 1, 1995, is $71,285,000. 
 
Note 11:  Deficit Fund Equity 
 
At June 30, 2015, individual funds with deficit fund balances were as follows: 
 
                           Special Revenue: 
  Community Development Block Grants                        $41,412 
                           Enterprise:    

  DoubleTree by Hilton  $1,697,757 
  Golf   $102,443 
 

Management feels that these are temporary deficits and will be rectified within future fiscal years. 
 
Note 12:  Deferred Compensation Plans 
 
The City offers its employees several deferred compensation plans created in accordance with Internal 
Revenue Code Section 457.  These plans, available to all City employees, permit them to defer a portion of 
their salary until future years.  The deferred compensation is not available to employees until termination, 
retirement, death, or unforeseeable emergency and participation in the plan is optional. 
 
The City does not own or administer the amount deferred by employees and, therefore, the liability and 
corresponding investment are not reflected in the basic financial statements. 
 
Note 13:  Risk Management 
 
The City's risk management program strives to protect the City's assets in a cost effective and responsible 
manner using a combination of the four recognized methods of treating risks: elimination, reduction, 
transfer, and retention. Safety and loss prevention programs help reduce the City's exposure to risks.  Those 
risks that cannot be eliminated or reduced are either transferred or retained. 
  
The Eastern Iowa Airport, one of the City’s component units, uses a combination of the four recognized 
methods as well. The major airport liability risk is transferred by purchasing an airport liability policy and 
errors and employment practice liability policy. The other component unit, Cedar Rapids Linn County 
Solid Waste Agency, transfers all of its risk by purchasing commercial insurance. 
 
For those risks covered by insurance policies, settled claims have not exceeded the insurance coverage 
purchased for each of the past three fiscal years. 
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Torts and errors: 
 
During fiscal year 2015, the City purchased liability insurance to cover its airport, underground fuel tanks, 
two specific vehicles used in housing operations and liquor liability. The City self-insures for its general 
liability, errors and employment practices liability, police liability, auto liability and bus liability exposures 
which are accounted for and financed under a separate subdivision of the Risk Management Fund. Losses 
on claims are limited under the City purchased public entity excess liability insurance policy with a 
$500,000 self-insured retention and a $10,000,000 limit of liability to cover its public liability exposures.  
The City self-administers claims and utilizes an independent appraisal firm to write vehicle damage repair 
estimates and an adjusting firm to negotiate bodily injury and non-vehicle property damage claims.  All 
City Departments and Enterprise Funds are charged a liability premium based on their exposures and loss 
experience.  The total premium charged for fiscal year 2015 was determined using independent actuarial 
projections for ultimate limited liability losses, liability expenses and premiums for separate insurance 
policies.  An estimated outstanding liability of $1,479,160 as of June 30, 2015 was calculated by an 
independent actuary at a 95% confidence level by using the case reserves, the development of known 
claims and incurred but not reported claims.  The claims liabilities shown below are in accordance with the 
requirements of GASB Statement No. 10.   
 
Changes in the Tort Liability Fund’s claims liability amount are as follows: 
 

 Beginning 
Fiscal Year 

Liability   

Additions & 
Change in 
Accrual 

 
 

Claims Paid 

Ending 
Fiscal Year 

Liability 
7/13 – 6/14 $2,771,000 $146,904   ($381,709) $2,536,195 
7/14 – 6/15 $2,536,195 ($740,387) ($316,648) $1,479,160 

 
Theft of, damage to, or destruction of assets: 
The City purchased property insurance with a $250,000 per occurrence deductible.  The City added a 
257excess coverage for its flood exposure with a $500,000 deductible. City Departments and Enterprise 
Funds are charged a property insurance premium based on a percentage of the projected cost of full 
coverage.  The difference between the premium charged departments and the premium paid to the insurer is 
used to pay losses that fall between the $5,000 departmental deductible and the $250,000 policy deductible.  
The City’s infrastructure assets are not insured. 

 
Job related injuries to employees: 
Benefits due to City employees under the Iowa Workers’ Compensation Laws are accounted for and 
financed under a separate subdivision of the Risk Management Fund without excess insurance.  Claims  
administration is performed by City staff.  All City Departments and Enterprise funds are charged a 
premium based on their share of past losses. The June 30, 2015 claims liability of $10,578,083 was 
calculated at a 95% confidence level by an independent actuary.  
 
Changes in the Workers’ Compensation Fund’s claims liability amount are as follows: 
 

 Beginning 
Fiscal Year 

Liability   

Additions & 
Change in 
Accrual 

 
 

Claims Paid 

Ending 
Fiscal Year 

Liability 
7/13 – 6/14 $6,844,000 $2,426,600 ($1,943,630) $7,326,971 
7/14 – 6/15 $7,326,971 $4,964,146 ($1,713,034) $10,578,083 
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Health care benefits for employees, retirees, and dependents: 
The City has been accounting for and financing health care benefits under a separate subdivision of the 
Risk Management Fund since January 1, 1992.  Claims administration is provided by a third party 
administrator. The City does purchase stop loss insurance as part of the healthcare coverage.  All City 
Departments and Enterprise Funds are charged a premium based on the number of single and family plans 
in place each month.  Retirees and COBRA participants pay 102% of the monthly plan premium. The total  
premium charged is the amount needed to pay expected claim and administrative costs.  A $1,847,000 
claims liability for incurred but unpaid medical bills as of June 30, 2015 was determined by an independent 
actuary.  Changes in the Health Fund’s claims liability amount are as follows: 
 

 Beginning 
Fiscal Year 

Liability   

Additions & 
Change in 
Accrual 

 
 

Claims Paid 

Ending 
Fiscal Year 

Liability 
7/13 – 6/14 $1,637,000 $20,026,536 ($20,330,536) $1,333,000 
7/14 – 6/15 $1,333,000 $23,026,298 ($22,512,298) $1,847,000 

 
Dental Care benefits for employees and dependents: 
Effective April 1, 1993, the City began to account for and finance dental care benefits under a separate 
subdivision of the Risk Management Fund.  Claims administration is provided by a third party 
administrator.  All City Departments and Enterprise Funds are charged a premium based on the number of  
plans in place each month. Employees pay the extra cost to purchase family plan coverage.  COBRA 
participants pay 102% of the single or family plan monthly premium.  The total premium charged is the  
estimated amount needed to pay expected claim and administrative costs.  An independent actuary 
examined the claims payment records and determined the claims liability for incurred but unpaid dental  
bills as of June 30, 2015 to be $34,300.  Changes in the Dental Fund’s claims liability amount are as 
follows: 
 

 
 
 

Beginning 
Fiscal Year 

Liability   

Additions & 
Change in 
Accrual 

 
 

Claims Paid 

Ending 
Fiscal Year 

Liability 
7/13 – 6/14 $40,400 $855,992 ($863,842) $32,550 
7/14 – 6/15 $32,550 $925,479 ($923,729) $34,300 

 
Note 14:  Contingent Liabilities 
 
There are numerous lawsuits pending against the City for various reasons.  The outcome and eventual 
liability of the City, if any, from these cases and from any unasserted claims is not known at this time.  
Lawsuits stemming from the operation of the City’s airport are covered by insurance purchased by the City.  
For other risks, which have not been transferred to an insurance company, the City accounts for and 
finances these lawsuits through the Risk Management Fund, an internal service fund.  This fund includes an 
open and incurred but not reported claims liability determined by an independent actuary comprised of an 
estimate of the possibility of unfavorable outcomes involving these pending lawsuits, all open claims, and 
any possible unasserted claims unknown to the City.  It is the joint opinion of management and counsel that  
there are no known lawsuits or open claims other than those recorded that will have a material adverse 
effect on the City’s Risk Management Fund or the City’s financial position. 
 
Amounts received or receivable from grant agencies are subject to audit and adjustments by grantor 
agencies, principally the federal government. And disallowed claims, including amounts already collected, 
may constitute a liability of the applicable funds. The City is currently completing an appeals process for 
claims the Federal Emergency Management Agency has de-obligated.   
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Note 15:  Closure and Postclosure Care Cost 
 
State and federal laws and regulations require a final cover be placed on a landfill site when an entity stops 
accepting waste and requires an entity to perform certain maintenance and monitoring functions at the site 
for thirty years after closure.  Although closure and postclosure care costs will be paid only near or after the  
date the landfill stops accepting waste, the liabilities of closure and postclosure care costs are to be 
expensed in each period based upon landfill capacity used as of each statement date. 
 
On July 1, 1994, the City entered into an agreement with Linn County to form the Cedar Rapids/Linn 
County Solid Waste Agency.  The City and Linn County’s liability for closure and postclosure care costs as  
of July 1, 1994, were fixed as part of the agreement based on estimated care costs and the percentage of 
landfill capacity utilized for each of the two respective landfill sites.  The City’s liability for closure and  
postclosure costs as of July 1, 1994, was $6,553,050.  As part of the agreement, the City transferred its 
landfill site and certain other assets with a fair value of $3,202,554 and an equal amount of closure and 
postclosure care liabilities to the agency.  These liabilities as well as those transferred by Linn County, in 
connection with the transfer of its landfill site, are recognized as liabilities by the component unit. The 
remaining amount of the City’s closure and postclosure care costs were fully recognized by the primary  
government as of June 30, 2012. 
 
Cedar Rapids/Linn County Solid Waste Agency is liable for all closure and postclosure care costs at the 
two landfill sites except for the liabilities retained by the City and Linn County.  Cedar Rapids/Linn County 
Solid Waste Agency’s liability as of June 30, 2015, is summarized below.   
 
These amounts are based on what it would cost to perform all closure and postclosure care costs as of June 
30, 2015.  Actual costs may be higher due to inflation, changes in technology, or changes in regulations. 
 

 
  Former City    Former County    
  Landfill    Landfill    Total  
      

Total care costs  $     7,772,224    $       14,704,500   $     22,476,724 
Care costs remaining to be recognized      
  attributable to unutilized capacity                                 -              (4,756,906)             (4,756,906) 

      
Care costs recognized attributable to       
  utilized capacity          $   7,772,224     $          9,947,594       $        17,719,818 

      
Capacity utilized 100.00%               67.65%   

      
Estimated remaining life  0 years                9.1 years    

 
The City operates an ash sanitary landfill consisting of two lagoons at the City’s Water Pollution Control 
facility.  The purpose of the landfill is to hold the sandy material leftover from the incineration of solids 
created during treatment or settled out of the wastewater.  Each lagoon will hold up to two to three years of 
waste.  Once filled, the lagoon is permitted to rest for a year or two and then the ash is excavated and used 
as daily cover at the Cedar Rapids/Linn County Solid Waste Agency landfill.  Once the lagoon is 
excavated, it will be ready to receive more ash.  The estimated total current costs of the landfill closure and 
post-closure care costs as of June 30, 2015, was estimated by a professional engineer and is $770,727.  This  
liability is accrued in the Water Pollution Control fund.  The City is required by federal and state laws and 
regulations to provide some form of financial assurance to finance closure and post-closure care.  The City 
will meet its financial assurance obligations through existing cash reserves. 

77



CITY OF CEDAR RAPIDS, IOWA 
NOTES TO FINANCIAL STATEMENTS 

JUNE 30, 2015 

  

 
Note 16:  Operating Leases 
 
Leasing operations of the Airport, a component unit, consist primarily of space rentals, car rentals, and 
landing fees, which are governed by written agreements.  These agreements range from month-to-month 
leases to long-term leases with various specified terms.  Some of these lease agreements contain cancelable  
conditions, which eliminate any future guaranteed rentals or are contingent upon the income produced by 
the lease. 
 
The Airport also leases land and building space under various long-term leases, which expire between May 
2015 and January 2050. 
 
Guaranteed minimum future lease payments to be received under all operating lease agreements are as 
follows: 
 

 
Fiscal Year 

 
 Amount  

 
2016 

 
 $           3,664,858  

 
2017 

 
       3,180,571  

 
2018 

 
       1,835,865  

 
2019 

 
          348,657  

 2020            348,657  

 
2021-2025 

 
       1,743,285  

 
2026-2030 

 
       1,624,806  

 
2031-2035 

 
          323,317  

 
2036-2040 

 
              5,350 

 
2041-2045 

 
              4,913  

 2046-2050                   977  

 
Total lease payments $         13,081,256  

 
Note 17:  Other Post Employment Benefits (OPEB) 
 
Plan Description and Funding Policy 
The City sponsors a single-employer health care plan that provides medical benefits to employees and retirees.  
Full-time fire fighters and police officers participate in MFPRSI and may retire after age 55 with 22 years of 
service or if disabled.  All other full-time employees participate in the IPERS and may retire with health 
coverage after age 55 with 33 years of service, under the Rule of 88, at age 60 with 22 years of service or if 
disabled.   
 
Employees pay a small (10% or less) share of the health insurance premium.  The City pays the remainder of 
the health insurance premium for employees.  Retirees may elect to stay on the City’s group health plan until 
they reach age 65.  Retirees pay 102% of the group rates calculated on the expected costs based on the entire 
group of actives, COBRA participants, and retirees.  COBRA participants may elect to stay on the City’s 
group health plan and dental plan by paying 102% of the group rates. 
 
The current funding policy of the City is to pay health and dental claims as they occur through internal 
allocated funds.  This arrangement does not qualify as OPEB plan assets under GASB for current GASB 
reporting.  The City establishes and amends contribution requirements. 
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The required contribution is based on projected pay-as-you-go financing.  For fiscal year 2015, the City 
contributed $921,618.  Retiree and COBRA participants receiving benefits contributed $383,520 through 
their required contribution of:              

Effective January 1, 2014 
 

  Retiree & Retiree &  

Plan Retiree Spouse Children Family 
Traditional $618 $      - $   - $1,469 

Choice   587  903  1,173   1,586 

 
Effective January 1, 2015 

 
  Retiree & Retiree &  

Plan Retiree Spouse Children Family 
Traditional $679 $      - $   - $1,616 

Choice   616  948  1,232   1,665 

The City’s annual other post-employment benefit (OPEB) cost (expense) is calculated based on the annual 
required contribution (ARC) of the employer, an amount actuarially determined in accordance to the 
parameters of GASB Statement No. 45.  The ARC represents a level of funding that, if paid on an ongoing  
basis, is projected to cover the normal cost each year and amortize any unfunded actuarial liabilities over a 
period not to exceed 30 years.  The following table shows the components of the City’s annual OPEB cost 
for the year, the amount actuarially contributed to the plan, and changes in the City’s annual OPEB 
obligation: 
 

Annual required contribution  $              890,885  
Interest on net OPEB obligation                  185,042  
Adjustment to annual required contribution  (176,231) 
          Annual OPEB cost (expense)                  899,696 
Contributions made                 (921,618) 
          Decrease in net OPEB obligation                   (21,922)  
Net OPEB obligation – July 1, 2014               5,286,920  
Net OPEB obligation – June 30, 2015  $           5,264,998  

 
The City’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net 
OPEB obligations are as follows:   
 
   % of Annual OPEB Net OPEB 
 Fiscal Year Ended Annual OPEB Cost Cost Contributed Obligation 
 6/30/13 $   839,262  81.7% $4,894,770 
 6/30/14 $   805,067  51.3% $5,286,920 
 6/30/15 $   899,696  102.4% $5,264,998 
 
Funded Status and Funding Progress 
 
Post Employment Benefit Obligations under GASB Statement No. 45 calculated as of July 1, 2013, the most 
recent actuarial valuation date: 
 
 Actuarial Accrued Liability Total Members 
           Future Retirees $    5,039,670 1,232 
           Retirees 3,766,328     40 
 Total Actuarial Accrued Liability (AAL)        8,805,998  
 OPEB Plan Assets                    -  
 Unfunded Actuarial Accrued Liability (UAAL) $8,805,998  
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The covered payroll (annual payroll of active employees covered by the plan) was $73,191,696 and the ratio 
of the UAAL to the covered payroll was 12.0%.  There is not a separate, audited GAAP-basis 
postemployment benefit plan report for the City. 
 
Actuarial Methods and Assumptions 
 
Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employer and the plan members) and include the types of benefits provided at the time of 
each valuation and the historical pattern of sharing of benefit costs between the employer and plan 
members to that point. The actuarial methods and assumptions used include techniques that are designed to 
reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets, 
consistent with the long-term perspective of the calculations. 
 
The actuarial calculations were performed in accordance with the Projected Unit Credit Actuarial Cost 
Method as allowed under GASB Statement No. 45.   The excess of the AAL over the actuarial value of plan 
assets is the Unfunded Actuarial Accrued Liability.  The Unfunded Actuarial Accrued Liability is amortized 
over a maximum 30 years in level dollar amounts on an open period amortization basis.  The sum of the 
Normal  
 
Cost and the amortization of the Unfunded Actuarial Accrued Liability is the Annual Required Contribution, 
which with interest at the valuation rate, determines the Annual OPEB Cost.  The investment rate of return is 
3.5%. Expenses are assumed to increase with inflation at 3.0%. Salary increases are anticipated to increase 
3.5%.  
 
Demographic Assumptions 
 
Since benefits end at age 65, mortality is not a significant decrement.  RP2000 Combined Mortality Table 
with a projection scale of AA was used.  Retirement rates are based on an analysis of census information and 
retirements provided by the City.  Disability rates are modified from the 1987 Commissioner’s Group 
Disability Table with 12-month elimination period, male and female. The City assumes no recovery from 
disability.  100% of future retirees eligible to participate are expected to continue coverage until age 65. 
 
Retiree required monthly contributions are equal to the COBRA rates.  The rate of contribution for FY2015  is 
shown below and is assumed to increase by the HCCT shown below. 
 

  Retiree & Retiree &  

Plan Retiree Spouse Children Family 

Traditional $618 $            - $       - $1,469 

Choice   587        903      1,173   1,586 
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Health care cost trend rates are used to anticipate increases in medical benefit costs expected to be 
experienced by the retiree health plan in each future year.  The initial trend rate was based on the plan’s actual 
experience.  The subsequent year trend rates were selected based on a combination of employer history,  
national trend surveys, and professional judgment.   
 

Fiscal Year Beginning Medical 

Change Over Prior Trend 

2014 9.00% 

2015 8.50% 

2016 8.00% 

2017 7.50% 

2018 7.00% 

2019 6.50% 

2020 6.00% 

2021 5.50% 

2022+ 5.00% 

 
Actuarial calculations reflect a long-term perspective that involves estimates of reported amounts and 
assumptions about the probability of events far into the future.  Actuarially determined amounts are subject to 
continual revision as actual results are compared to past expectations and new estimates are made about the 
future.  Benefits are projected based on benefit levels and cost-sharing arrangements as of July 1, 2013 and do 
not explicitly reflect the potential effects of legal or contractual funding limitations.  The schedule of funding 
progress, presented as required supplementary information following the notes to the financial statements, 
presents multi-year trend information that shows whether the actuarial value of plan assets is increasing or 
decreasing over time relative to the actuarial accrued liabilities for benefits.   
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Note 18: Governmental Fund Balance Classification 
 
GASB Statement No. 54, “Fund Balance Reporting and Governmental Fund Type Definitions” establishes 
criteria for classifying fund balances specifically defined classifications and clarifies definitions for 
governmental fund types. The following represents these classifications and the purposes for which the 
amounts can be spent. 

     
Infrastructure 

 
Debt Other 

 
    

General Construction Flood Service Governmental Total 

Fund Balances: 
      

 
Nonspendable: 

      
  

Corpus of principal  $                       -     $                       -     $                       -     $                       -     $            112,990   $            112,990  

  
Inventories                529,431                             -                               -                               -                               -                   529,431  

  
Land held for resale                            -                               -                5,147,708                             -                               -                5,147,708  

  
Prepaid items               748,974                             -                               -                               -                  490,483              1,239,457  

   
Total Nonspendable             1,278,405                             -                5,147,708                             -                  603,473             7,029,586  

          
 

Restricted: 
      

  
Capital projects                            -               8,774,697                             -                               -              21,760,319           30,535,016  

  
Community and economic                            -                               -                               -                               -              11,435,500            11,435,500  

  
 development 

      
  

Culture and recreation 
      

   
Library                            -                               -                               -                               -                   701,587                 701,587  

   
Band                   81,490                             -                               -                               -                               -                      81,490  

   
Parks                            -                               -                               -                               -                1,065,742              1,065,742  

  
Debt service                            -                               -                               -               3,055,369                             -               3,055,369  

  
Employee benefits                            -                               -                               -                               -               3,389,576             3,389,576  

  
Flood recovery                            -                               -                               -                               -             10,975,285           10,975,285  

  
General government               480,078                             -                               -                               -                   153,235                 633,313  

  
Public safety 

      
   

Fire                            -                               -                               -                               -                      53,315                    53,315  

   
Police                            -                               -                               -                               -                   503,415                 503,415  

  
Public works                109,546                             -                               -                               -                               -                   109,546  

  
SSMID                            -                               -                               -                               -                 1,218,765               1,218,765  

   
Total Restricted                  671,113             8,774,697                             -               3,055,369           51,256,739           63,757,919  

          
 

Committed: 
      

  
Culture and recreation                            -                               -                               -                               -                  672,252                672,252  

  
Economic development                            -                               -                               -                               -               2,397,002             2,397,002  

  
General government                            -                               -                               -                               -                 1,030,123               1,030,123  

  
Public safety services                            -                               -                               -                               -                   498,912                 498,912  

   
Total Committed                            -                               -                               -                               -               4,598,289             4,598,289  

          
 

Assigned: 
      

  
Capital improvements  

      
  

and equipment                            -              14,914,248                             -                               -                               -              14,914,248  

  
Encumbrances               200,000                             -                               -                               -                               -                  200,000  

   
Total Assigned               200,000            14,914,248                             -                               -                               -               15,114,248  

          

 
Unassigned:         39,048,484                             -              (1,625,922)                            -                  (144,431)           37,278,131  

   
Total fund balances  $      41,198,002   $    23,688,945   $        3,521,786   $       3,055,369   $     56,314,070   $    127,778,172  
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Note 19:  Accounting Change/Restatement 
 
Governmental Accounting Standards Board Statement No. 68, Accounting and Financial Reporting for 
Pensions – an Amendment of GASB No. 27 was implemented during fiscal year 2015.  The revised 
requirements establish new financial reporting requirements for state and local governments which provide 
their employees with pension benefits, including additional note disclosures and required supplementary 
information.  In addition, GASB No. 68 requires a state or local government employer to recognize a net 
pension liability and changes in the net pension liability, deferred outflows of resources and deferred 
inflows of resources which arise from other types of events related to pensions.  During the transition year, 
as permitted, beginning balances for deferred outflows of resources and deferred inflows of resources will 
not be reported, except for deferred outflows of resources related to contributions made after the 
measurement date of the beginning net pension liability which is required to be reported by Governmental 
Accounting Standards Board Statement No. 71, Pension Transition for Contributions Made Subsequent to 
the Measurement Date. Beginning net position for governmental activities, business-type activities, each 
major enterprise fund, aggregate remaining fund information and the aggregate discretely present 
component units were restated to retroactively report the beginning net pension liability and deferred 
outflows of resources related to contributions made after the measurement date, as follows: 

       
   

Governmental  Business-type  
 

Water Pollution 

   
Activities Activities Water Control 

       Net position June 30, 2014, 
    

 
as previously reported  $  633,038,406   $  368,942,552   $  105,945,250   $    36,120,647  

       Net pension liability at June 30, 2014      (78,668,876)      (16,318,038)        (5,335,088)        (4,336,527) 

       Change in deferred outflows of resources 
    

 
related to contributions made after the 

    
 

June 30, 2013 measurement date        10,071,639           1,721,566              562,856              457,507  

       Net position July 1, 2014 as restated  $  564,441,169   $  354,346,080   $  101,173,018   $    32,241,627  

       
     

Aggregate 
 

     
Discretely 

 
   

Sanitary Aggregate Presented  
 

   
Sewer Remaining Funds Component Unit 

 
       Net position June 30, 2014, 

    
 

as previously reported  $    78,471,726   $  217,879,597   $  229,847,777  
 

       Net pension liability at June 30, 2014        (1,134,645)        (9,577,567)        (2,986,892) 
 

       Change in deferred outflows of resources 
    

 
related to contributions made after the 

    
 

June 30, 2013 measurement date             119,706           1,010,441              395,571  
 

       Net position July 1, 2014 as restated  $    77,456,787   $  209,312,471   $  227,256,456  
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Note 20:  New Pronouncements 
 
The City adopted the following statements during the year ended June 30, 2015: 
 

• GASB Statement No. 68, Accounting and Financial Reporting for Pensions. This Statement 
replaces the requirements of GASB Statement No. 27, Accounting for Pensions by State and Local 
Governmental Employers, and GASB Statement No. 50, Pension Disclosures, as they relate to 
governments that provide pensions through pension plans administered as trusts or similar 
arrangements that meet certain criteria. This Statement requires governments providing defined 
benefit pensions to recognize their long-term obligation for pension benefits as a liability for the 
first time, and to more comprehensively and comparably measure the annual costs of pension 
benefits. This Statement also enhances accountability and transparency through revised and new 
note disclosures and required supplementary information. 

• GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the 
Measurement Date – an amendment of GASB Statement No. 68. This Statement eliminates a 
potential source of understatement of restated beginning net position and expense in government’s 
first year of implementing GASB Statement No. 68, Accounting and Financial Report for 
Pensions. To correct this potential understatement, Statement 71 requires a state or local 
government, when transitioning to the new pension standards, to recognize a beginning deferred 
outflow of resources for its pension contributions made during the time between the measurement 
date of the beginning net pension liability and the beginning of the initial fiscal year of 
implementation. This amount will be recognized regardless of whether it is practical to determine 
the beginning amount of all other deferred outflows of resources and deferred inflows of resources 
related to pensions.  

 
The GASB has issued several statements not yet implemented by the City. The statement which might 
impact the City is as follows: 
 

• GASB Statement No. 72, Fair Value Measurement and Application, issued February 2015, will be 
effective for the City beginning with its year ending June 30, 2016.  This Statement defines fair 
value and describes how fair value should be measured, what assets and liabilities should be 
measured at fair value, and what information about fair value should be disclosed in the notes to 
the financial statements. This Statement defines fair value as the price that would be received to 
sell an asset or paid to transfer a liability in an orderly transaction between market participants at 
the measurement date. Investments, which generally are measured at fair value, are defined as a 
security or other asset that governments hold primarily for the purpose of income or profit and the 
present service capacity of which are based solely on their ability to generate cash or to be sold to 
generate cash.  The related disclosures have been expanded to categorize fair values according to 
their relative reliability and to describe positions held in many alternative investments. 
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• GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other 
Than Pensions, issued in June 2015, will be effective for the City beginning with its fiscal year 
ending June 30, 2018. The Statement replaces the requirements of GASB Statement No. 45, 
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than 
Pensions and requires governments to report a liability on the face of the financial statements for 
the OPEB they provide and outlines the reporting requirements by governments for defined 
benefit OPEB plans administered through a trust, cost-sharing OPEB plans administered through a 
trust and OPEB not provided through a trust. The Statement also requires governments to present 
more extensive note disclosures and required supplementary information about their OPEB 
liabilities. Some governments are legally responsible to make contributions directly to an OPEB 
plan or make benefit payments directly as OPEB comes due for employees of other governments. 
In certain circumstances, called special funding situations, the Statement requires these 
governments to recognize in their financial statements a share of the other government’s net OPEB 
liability. 
 

• GASB Statement No. 76, The Hierarchy of Generally Accepted Accounting Principles for State and 
Local Governments, issued July 2015, will be effective for the City beginning with its fiscal year 
ending June 30, 2016.  This statement reduces the GAAP hierarchy to two categories of 
authoritative GAAP from the four categories under GASB Statement No. 55. The first category of 
authoritative GAAP consists of GASB Statements of Governmental Accounting Standards. The 
second category comprises GASB Technical Bulletins and Implementation Guides, as well as 
guidance from the AICPA that is cleared by the GASB.  The Statement also addresses the use of 
authoritative and nonauthoritative literature in the event that the accounting treatment for a 
transaction or other event is not specified within a source of authoritative GAAP.   
 

• GASB Statement No. 77, Tax Abatement Disclosures, issued August 2015, will be effective for the 
City beginning with its fiscal year ending June 30, 2017.  This statement requires governments to 
disclose information about their own tax abatements separately from information about tax 
abatements that are entered into by other governments and reduce the reporting government’s tax 
revenues.  The disclosures about the government’s own tax abatement agreements includes the 
purpose of the tax abatement program, the tax being abated, the amount of tax being abated, the 
provisions of recapturing abated taxes, the types of commitments made by tax abatement 
recipients, and other commitments made by government in tax abatement agreements. The 
disclosures about tax abatements that are entered into by other governments and reduce the 
reporting government’s tax revenues includes the name of the government entering into the 
abatement agreement, the tax being abated, and the amount of the reporting government’s tax 
being abated. 

 
The City’s management has not yet determined the effect these statements will have on the City’s financial 
statements. 
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