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To the Honorable Mayor, Members of the City Council and Citizens of the City of Cottage
Grove:

Minnesota statutes require all cities to submit an annual audited financial statement to the Office
of the State Auditor. Pursuant to that requirement, we hereby issue the Comprehensive Annual
Financial Report of the City of Cottage Grove for the year ended December 31, 2015.

Management assumes full responsibility for the completeness and reliability of the information
contained in this report, based upon a comprehensive framework of internal control standards that
it has established for this purpose. Because the cost of internal control should not exceed
anticipated benefits, the objective is to provide reasonable, rather than absolute assurance that the
financial statements are free of any material misstatements.

Kern, DeWenter, Viere, Ltd., independent certified public accountants have issued an unmodified
(“clean) opinion on the City of Cottage Grove’s financial statements for the year ended December
31, 2015. The independent auditors’ report is located at the front of the financial section of this
report.

Management’s discussion and analysis (MD&A) immediately follows the independent auditors’
report and provides a narrative introduction, overview, and analysis of the basic financial
statements. This letter of transmittal is designed to complement the MD&A and should be read in
conjunction with it.

Profile of the City

Cottage Grove was organized as a village on July 13, 1965 and was incorporated as a city on
January 1, 1974. Cottage Grove is a suburban community located on the southern border of
Washington County, sixteen miles southeast of Downtown St. Paul. The City currently occupies
34.3 square miles of land. The 2010 Census established the City population at 34,589; recent data
estimates 2015 population at 35,814.

Cottage Grove operates as a Statutory Plan A City under Minnesota law. Policy making and
legislative authority are vested in a City Council, consisting of the Mayor and four other members,
elected at large and on a non-partisan basis. Terms of office are staggered four year terms, with
elections held in each even-numbered year. The City Council is responsible for passing ordinances,
adopting the budget and appointing members of the various citizens’ advisory boards. In addition,
the Mayor and Council appoint a full-time City Administrator, who is responsible for overall
supervision of City operations.
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The City provides a full range of municipal services. These services include police and fire
protection, ambulance services, parks and park facilities, a golf course, recreational programming,
an ice arena, street construction and maintenance, water, sewer and storm water utilities, planning
and zoning, and general administrative functions.

The Economic Development Authority (EDA) of the City of Cottage Grove is a separate legal
entity organized pursuant to Minnesota Statute 469. There are seven members of the EDA who
are appointed by the City Council; two appointees are Council members and the five others are
appointed from the community. The EDA is included in this financial report as a discretely
presented component unit, due to the EDA’s relationship of financial benefit or burden to the City.

The annual budget serves as the foundation for the City of Cottage Grove’s financial planning and
control. The budget incorporates the City’s financial policies, financial operations, debt
management, reserves and investments. The process by which the biennial budget document is
prepared begins with the submission of department appropriation requests in June. The requests,
along with projected revenues and stated City Council strategic goals, provide the starting point
for budget development. Collaborative meetings are held with City Staff and workshops are held
with the City Council to refine the budget document in advance of the submission of the
preliminary tax levy in September each year. The preliminary levy may be reduced after it is
adopted, but cannot be increased. An information session is held for taxpayers at the first City
Council meeting in December in advance of adoption of the final levy and budget. The Council
is required to adopt a final budget by no later than December 28" of each year.

Local economy

Cottage Grove is part of the Minneapolis/St. Paul seven county metropolitan area; an economically
diverse environment with an equally diverse labor force. 2014 saw steady employment growth in
the region and the unemployment rate dropped to 3.9%, compared to the national rate of 5.6%.
However, as employment improved, wage growth and inflation remained subdued.

The City’s tax base is 80% residential and 20% commercial/industrial property. Total taxable
market value in 2015 was $2.7 billion; a recovery to almost 90% of pre-recessionary levels.
Moderate growth in value is expected for 2016, from both new construction and increases in
property values of existing building stock.

The City’s 600 acre business park is home to 1,150,000 square feet of industrial and manufacturing
businesses, including Up North Plastics, Leafline Labs, American Logistics, Renewal by
Andersen, and Werner Electric. Other major employers in the City include 3M Company, Target,
Menard’s, Walmart, and Aggregate Industries. The City's commercial areas include four
community shopping centers and several restaurants.

In 2015, Renewal by Andersen, Werner Electric and American Logistics all expanded their
facilities by a combined 300,000 square feet of manufacturing and warehouse space, adding over
300 jobs to the Cottage Grove community. Additional businesses expected to locate in the Business
Park in 2016 will include Gardenworld, a garden product wholesaler.



Also in 2015 the City of Cottage Grove reached an agreement to purchase the long vacant Home
Depot building in the City’s Gateway North development. Purchase of this property was then
parlayed into a three-way redevelopment agreement for the entire center which once housed not
only the Home Depot but a Rainbow Foods grocery store and several smaller tenant spaces
including a liquor store, restaurant and Hallmark card store. The redevelopment will include the
demolition of some of the old spaces, construction of a 92,800 sq. ft. Hy-Vee grocery store and
the sale of the former Home Depot property to a developer for repurposing into new tenant spaces.
The project will break ground in late May 2016 and is expected to open in the fall of 2017.

Long-term financial planning

The City places a high priority on planning for future growth. Staff uses different long range
revenue and expenditure models during the annual preparation of a biennial budget plan for the
General Fund, Special Revenue and Enterprise Funds. The biennial budget process allows for the
assurance that any change to revenues or expenditures is sustainable in the successive year.

Furthermore, Council and staff compile a five year Capital Improvement Plan (CIP) which
addresses the future building and infrastructure projects necessary to address the new residential
and commercial property outlined in the City’s 2030 Comprehensive Plan.

As part of the CIP, each capital project is analyzed to determine if sufficient funding exists for the
project and the longer term impact of each of the projects on the individual capital fund balances.
For example, during the 2016 to 2020 period over $20 million in total Pavement Management
projects are anticipated. Pavement Management is not a full road reconstruction but rather a
reclamation or mill and overlay process to extend roadway life. Project funding for Pavement
Management is covered by a 45% / 55% cost split: special assessments against benefiting
properties with the balance of the costs covered by general obligation debt to be repaid by annual
tax levies. Annual levies for debt repayment are balanced so that no more than 10% of any property
tax levy is for the repayment of debt.

Relevant Financial Policies

The City has financial policies and plans which establish the principles that guide staff and Council

members to make consistent and informed financial decisions. These policies and plans include:
e Fund balance policy

Cash and investment management policy

Debt management policy

Capital improvements plan

Infrastructure Maintenance Task Force (IMTF) policy

It is important for the financial stability of the City to maintain reserve funds for unanticipated
expenditures or unforeseen emergencies as well as to provide adequate working capital for current
operations without short term borrowing. The City’s fund balance policy identifies that the
unassigned fund balance in the General Fund shall be no less than 55% of annual budgeted
expenditures.



Major Initiatives

The population of Cottage Grove has increased from 833 in 1950 to 34,589 per the 2010 census.
Most of the population of the City concentrates in two age groups 0 - 19 years, 32.5% and 30 - 50
years, 38.1%. According to the 2010 census, the average age is 35 years and the median family
income is $80,830. This median family income is 141% higher than the Twin Cities Metro Area.

Cottage Grove has evolved from a 1970’s bedroom community to a steadily growing suburb with
an expanding commercial and industrial base. The 1990’s and early 2000’s saw a residential
development boom, with several years of building permits for single family homes numbering
over 300 per year. Residential development slowed significantly since 2007, averaging 60 new
building permits per year.

Master planning of the 4,000 acre “East Ravine” development occurred in 2003-2006.
Development of the first one thousand acres of low density residential housing with park and open
space amenities and nodes of commercial use was anticipated by 2015. In reality, development of
this area began in earnest in 2013 with the approval of two residential plats totaling 226 lots on
100 acres. Construction of 146 homes had been completed by the end of 2015. The City continues
to encourage residential developers to pursue acreage for development in the master plan area.

The City strategy of growth in the residential and commercial/industrial areas, providing more
homes and jobs, will ultimately draw the additional retail storefronts and services the community
demands.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to the City of Cottage Grove
for its Comprehensive Annual Financial Report for the year ended December 31, 2014. This was
the twenty-fifth consecutive year that the City has achieved this prestigious award. In order to
receive a Certificate of Achievement, a government must publish an easily readable and efficiently
organized Comprehensive Annual Financial Report. This report must satisfy both generally
accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
Comprehensive Annual Financial Report continues to meet the Certificate of Achievement
Program’s requirements and we are submitting it to GFOA to determine its eligibility for another
certificate.

Preparation of this report would not have been possible without the dedicated service of the
Finance Department staff to whom | express my appreciation, especially Brenda Malinowski and
Cathy Mohr. Appreciation is also due to the Mayor, City Council members and City Administrator
for their support in maintaining a fiscally sound and stable organization in the service of its
residents and business owners.



Respectfully Submitted,

CITY OF COTTAGE GROVE, MINNESOTA
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Robin Roland
Finance Director



-This Page Intentionally left Blank -



®

Government Finance Officers Association

Certificate of

Achievement
for Excellence
in Financial
Reporting

Presented to

City of Cottage Grove
Minnesota

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended

December 31, 2014

Gty

Executive Director/CEQO




-This Page Intentionally left Blank -

10



CITY OF COTTAGE GROVE, MINNESOTA
PRINCIPAL CITY OFFICIALS
December 31, 2015

Elected Officials

Mayor:
Myron Bailey

Council Members:

Steve Dennis

Justin Olsen

Jen Peterson

Dave Thiede

Appointed Personnel

City Administrator
Finance Director
City Clerk
City Engineer and Community Development Director
Public Safety Director

Public Works Director

Parks and Recreation Director

1"

Term Expires

December 31, 2016

December 31, 2018
December 31, 2016
December 31, 2016
December 31, 2018

Charlene Stevens
Robin Roland
Joe Fischbach
Jennifer Levitt
Craig Woolery
Les Burshten

Zac Dockter



City of Cottage Grove

Organization Chart

Cottage Grove

Citizens
City Council Ad"'.SOTy
Commissions
I
I |
. - City
City Administrator Attorney
SEDENIE Communit Parks and
Development | — Y — Administration —  Finance — Public Safety — . — Public Works
Development Recreation
— Planning | Cy Qlerk/ — Accounting — Patrol — Parks — Streets
Elections
Building/Code Human Enterprise L . Fleet/Building
— . — — L — Investigations — Recreation — .
Inspections Resources Billing Maintenance
L Community .
— H|stor|q —  Programs/ — Payroll | Public Safety — Ice Arena — Utilities
Preservation L Programs
Communications
. . River Oaks Golf Animal & Code)
— Engineering — Course — MIS 1 Enforcement —  Forestry
Fire &
—— Emergency
Management
|| EMS/Medical
Services
L Fire
Inspections

Updated 4/2013

12



I1. FINANCIAL SECTION

13



-This Page Intentionally left Blank -

14



(S bergankpv

Independent Auditor’s Report

Honorable Mayor and Members
of the City Council

City of Cottage Grove

Cottage Grove, Minnesota

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the discretely presented component unit, each major fund and the
aggregate remaining fund information of the City of Cottage Grove, Minnesota, as of and
for the year ended December 31, 2015, and the related notes to financial statements, which
collectively comprise the City's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States
of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the City's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
City's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate
remaining fund information of the City of Cottage Grove, Minnesota, as of December 31,
2015, and the respective changes in financial position and, where applicable, cash flows
thereof, for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Implementation of GASB 68 and GASB 71

As discussed in Note 21 to the financial statements, the City has adopted the provisions of
the Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and
Financial Reporting for Pensions and GASB Statement No. 71, Pension Transition for
Contributions Made Subsequent to the Measurement Date. Our opinion is not modified with
respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management's Discussion and Analysis, which follows this letter, and the Required
Supplementary Information, as noted in the table of contents, be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial
statements, is required by GASB, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic,
or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with
management's responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the City of Cottage Grove's basic financial statements. The
introductory section, combining and individual fund statements and schedules,
supplementary financial information and statistical section, are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

16
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Other Matters (Continued)
Other Information (Continued)

The combining and individual fund statements and schedules and supplementary financial
information are the responsibility of management and were derived from and relate directly
to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements
themselves and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the combining and individual fund
statements and schedules and supplementary financial information are fairly stated, in all
material respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, we do not express an
opinion or provide any assurance on them.

Report on Summarized Comparative Information

The financial statements include partial prior year comparative information. Such
information does not include all of the information required to constitute a presentation in
accordance with accounting principles generally accepted in the United States of America.
Accordingly, such information should be read in conjunction with the City's basic financial
statements for the year ended December 31, 2014, from which such partial information was
derived.

We have previously audited the City's 2014 financial statements and our report, dated

May 18, 2015, expressed unmodified opinions on the respective financial statements of the
governmental activities, the business-type activities, the discretely presented component
unit, each major fund, and the aggregate remaining fund information. In our opinion, the
summarized comparative information presented herein as of and for the year ended
December 31, 2014, is consistent, in all material respects, with the audited financial
statements from which it has been derived.

17
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
May 16, 2016, on our consideration of the City of Cottage Grove's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the City of
Cottage Grove's internal control over financial reporting and compliance.

P%KDMM :

Minneapolis, Minnesota
May 16, 2016
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the City of Cottage Grove, we offer readers of the City of Cottage Grove’s
financial statements this narrative overview and analysis of the financial activities of the City for
the fiscal year ended December 31, 2015. We encourage readers to consider the information
presented here in conjunction with additional information that we have furnished in our letter of
transmittal, which can be found on pages 3 through 7 of this report.

Financial Highlights

e The assets and deferred outflows of resources of the City of Cottage Grove and the EDA
Component Unit exceeded its liabilities and deferred inflows of resources at the close of the
most recent fiscal year by $227,369,275 (net position). Of this amount, $38,325,750
(unrestricted net position) may be used to meet the government’s ongoing obligations to
citizens and creditors in accordance with the City's fund designations and fiscal policies.

e The City’s total net position decreased by $ 6,038,763, of which $ 7,694,339 is a change in
accounting principle. The reason for this decrease is due to the implementation of GASB
Statement No. 68 and No. 71 which requires the City to record their proportionate share of the
PERA state pension liabilities. The City pays into the PERA state pension plan based on rates
set by state statute and is not required to fully fund this liability.

e As of the close of the current fiscal year, the City of Cottage Grove’s governmental funds
reported combined ending fund balances of $32,733,289 an increase of $3,746,740
compared to the previous year. Approximately 84% or $27,832,502 is available for
spending according to the City’s policies and constraints.

e At the end of the current fiscal year, unassigned fund balance for the General fund was
$8,829,697 (56%) of the total subsequent year General fund expenditures.

e At the end of the current fiscal year, the City of Cottage Grove had total long-term debt
outstanding of $26,722,169, an increase of $4,221,120 or 19% compared to the previous
year. The City issued $5,700,000 in General Obligation Improvement bonds in 2015.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City of Cottage Grove’s
basic financial statements. The City’s basic financial statements comprise three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains other supplementary information in addition to the basic
financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed

to provide readers with a broad overview of the City of Cottage Grove’s finances, in a manner
similar to a private-sector business.
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The statement of net position presents information on all of the City of Cottage Grove’s assets and
deferred outflows of resources and liabilities and deferred inflows of resources, with the difference
between the two reported as net position. Over time, increases or decreases in net position may
serve as a useful indicator of whether the financial position of the City of Cottage Grove is
improving or deteriorating.

The statement of activities presents information on how the City’s net position changed during the
most recent fiscal year. All changes in net position are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods (e.g. uncollected taxes and earned but unused personal leave time).

Both of the government-wide financial statements distinguish functions of the City of Cottage
Grove that are principally supported by taxes and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant portion of their costs
through user fees and charges (business-type activities). The governmental activities of the City of
Cottage Grove include general government, community development, economic development,
public safety, public works, and culture and recreation. The business-type activities of the City of
Cottage Grove include street lighting, water and sewer, and an ambulance service.

The government-wide financial statements include not only the City of Cottage Grove itself (known
as the primary government), but also a legally separate EDA component unit for which the City of
Cottage Grove is financially accountable. Financial information for this component unit is reported
separately from the financial information presented for the primary government itself.

The government-wide financial statements start on page 33 of this report.

Fund financial statements: A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The City of
Cottage Grove, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the City of
Cottage Grove can be divided into two categories: governmental funds and proprietary funds.

Governmental funds: Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a government’s
near-term financial requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statement. By
doing so, readers may better understand the long-term impact of the City's near term financial
decisions. Both the governmental fund balance sheet and governmental fund statement of revenues,

20



expenditures, and change in fund balance provide a reconciliation to facilitate this comparison
between governmental funds and governmental activities.

Information is presented separately in the governmental fund balance sheet and in the governmental
fund statement of revenues, expenditures, and changes in fund balance for the City’s six individual
major governmental funds. They are as follows:

General Fund

Municipal Building Capital Project Fund — Capital project fund
MSA Construction Capital Project Fund —Capital project fund
Closed Debt Fund —Debt service fund

Pavement Management Debt Service Fund —Debt service fund
Pavement Management Capital Project Fund - Capital project fund

Data from the other governmental funds are combined into a single, aggregated presentation.
Individual fund data for each of these non-major governmental funds is provided in the form of
combining statements elsewhere in the report.

The City of Cottage Grove adopts an annual appropriated budget for its general and special revenue
funds. A budgetary comparison statement has been provided for those funds to demonstrate
compliance with this budget.

The basic governmental fund financial statements start on page 36 of this report.

Proprietary funds: The City of Cottage Grove maintains four enterprise funds and three internal
service funds as a part of its proprietary fund type. Enterprise funds are used to report the same
functions presented as business-type activities in the governmental-wide financial statements. The
City of Cottage Grove uses enterprise funds to account for street light operations, ambulance
service, water operations, and sewer operations. Internal service funds are an accounting device
used to accumulate and allocate costs internally among the City of Cottage Grove’s various
functions. The City of Cottage Grove uses internal service funds to account for self-insurance, fleet
maintenance, and information technology services activity. Because these services predominantly
benefit governmental rather than business-type functions, they have been included within
governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate
information for street light operations, ambulance service, water operations, and sewer operations,
all of which are considered to be major funds of the City of Cottage Grove. Conversely, the internal
service funds are combined into a single, aggregated presentation in the proprietary fund financial
statements. Individual fund data for the internal service funds is provided in the form of combining
statements elsewhere in this report.

The basic proprietary fund financial statements start on page 41 of this report.

Notes to the financial statements: The notes provide additional information that is essential to a

full understanding of the data provided in the government-wide and fund financial statements. The
notes to the financial statements start on page 44 of this report.
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Other information: The combining statements referred to earlier in connection with non-major
governmental funds and internal service funds are presented immediately following the required
supplementary information. Combining and individual fund statements and schedules start on page
95 of this report.

Government-wide Financial Analysis
As noted earlier, net position may serve over time as a useful indicator of a government's financial
position. In the case of the City of Cottage Grove, assets exceeded liabilities by $ 226,798,530 at
the close of the most recent fiscal year.

The largest portion of the City of Cottage Grove’s net position ($179,765,680 or 79%) reflects its
investment in capital assets (e.g. land, buildings, machinery, and equipment) less any related debt
used to acquire those assets that is still outstanding. The City of Cottage Grove uses these capital
assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the City of Cottage Grove’s investment in its capital assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be provided from
other sources, since the capital assets themselves cannot be used to liquidate these liabilities.

City of Cottage Grove Net Position

Governmental Activities Business-type Activities Total Primary Government
2015 2014 2015 2014 2015 2014
Current and other assets $44,131,434 $38,476,039 $15,359,060  $16,327,364 $59,490,504 $54,803,403
Capital assets 150,678,637 148,076,342 54,812,566 55,149,280 205,491,203 203,225,622
Total assets 194,810,071 186,552,381 70,171,636 71,476,644 264,981,707 258,029,025
Deferred outflows of
resources 1,904,324 - 215,065 - 2,119,389 -
Long-term liabilities
outstanding 23,888,688 19,457,505 19,724 622,482 23,908,412 20,079,987
Pension liability 8,463,113 - 1,118,083 - 9,581,196 -
Other liabilities 4,609,031 4,586,005 913,595 525,740 5,522,626 5,111,745
Total liabilities 36,960,832 24,043.510 2,051,402 1,148,222 39,012,234 25,191.732
Deferred inflows of
resources 1,138,713 - 151,619 - 1,290,332 -
Net position:
Net investment in capital
assets 125,562,970 127,260,042 54,202,710 54,432,059 179,765,680 181,692,101
Restricted 8,766,706 6,971,432 - - 8,766,706 6,971,432
Unrestricted 24,285,174 28,277,397 13,980,970 15,896,363 38,266,144 44,173,760
Total net position ~ $158,614,850  $162,508,871 $68,183,680 $70,328,422 $226,798,530 $232,837,293

An additional portion of the City’s net position ($8,766,706 or 4%) represents resources that are
subject to external restrictions on how they may be used. The balance of unrestricted net position,
$38,266,144 may be used to meet the City’s ongoing obligations to citizens and creditors.

At the end of the current fiscal year, the City of Cottage Grove is able to report positive balances in
all three categories of net position; for the government as a whole, as well as for its separate
governmental and business-type activities. The same situation held true for the prior fiscal year.
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Governmental Activities: Governmental activities increased the City’s net position by $2,780,081

in 2015, before a change in accounting principle of $6,674,102 is applied. The change in accounting
principle is the result of the implementation of Governmental Accounting Standards Board

Statement 68.

e Program revenue decreased overall by $2,656,133. This is primarily related to reduced
capital grants and contributions from the state and county for road construction projects.

e Investment income decreased by $256,023 due to the unrealized loss in the value of
investments which are annually adjusted in accordance with accounting standards.

Revenues:
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Property taxes
Other taxes
Grants and contributions not
restricted to specific programs
Unrestricted investment earnings
(loss)
Gain(loss) on sale of capital assets
Total revenues
Expenses:
General government
Community development
Economic development
Public safety
Public works:
Regular operations
Construction
Culture and recreation
Interest on long-term debt
Street lights
Cottage Grove EMS
Water operating
Sewer operating
Total expenses

Increase (decrease) in net position before
transfers and special items

Transfers

Increase (decrease) in net position

Net position - January 1
Cumulative effect of change in
accounting principle

Net position — January 1 as restated

Net position - December 31

City of Cottage Grove's Changes in Net Position

Governmental Activities

Business-Type Activities

Total Primary Government

2015 2014 2015 2014 2015 2014
$6,106,184 $4,914,710 $6,130,724 $6,305,828 $12,236,908 $11,220,538
1,237,805 1,545,268 - - 1,237,805 1,545,268
5,861,631 9,401,775 361,762 1,783,762 6,223,393 11,185,537
13,394,585 12,616,267 - - 13,394,585 12,616,267
1,274,317 1,280,553 - - 1,274,317 1,280,553
99,137 83,682 - - 99,137 83,682
357,170 551,910 137,896 199,179 495,066 751,089
(15,157) 43,904 - - (15,157) 43,904
28,315,672 30,438,069 6,630,382 8,288,769 34,946,054 38,726,838
2,331,648 2,229,518 - - 2,331,648 2,229,518
1,086,197 946,001 - - 1,086,197 946,001
1,460,114 545,646 - - 1,460,114 545,646
7,662,393 7,212,998 - - 7,662,393 7,212,998
4,713,100 4,627,829 - - 4,713,100 4,627,829
2,712,945 2,971,353 - - 2,712,945 2,971,353
5,153,844 5,119,093 - - 5,153,844 5,119,093
1,029,228 808,642 - - 1,029,228 808,642

- - 746,794 867,690 746,794 867,690

- - 1,507,766 1,412,855 1,507,766 1,412,855

- - 2,438,166 2,216,819 2,438,166 2,216,819

- - 2,448,283 2,428,944 2,448,283 2,428,944
26,149,469 24,461,080 7,141,009 6,926,308 33,290,478 31,387,388
2,166,203 5,976,989 (510,627) 1,362,461 1,655,576 7,339,450
613,878 (720,742) (613,878) 720,742 - -
2,780,081 5,256,247 (1,124,505) 2,083,203 1,655,576 7,339,450
162,508,871 157,252,624 70,328,422 68,245,219 232,837,293 225,497,843
(6,674,102) - (1,020,237) - (7,694,339) -
155,834,769 157,252,624 69,308,185 68,245,219 225,142,954 225,497,843
$158,614,850 $162,508,871 $68,183,680 $70,328,422 $226,798,530 $232,837,293
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Revenues by Source - Government Activities
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Business-Type Activities. Business-type activities decreased net position by $1,124,505 before a
change in accounting principle of $1,020,237 is applied. Below are graphs showing the business-
type activities revenue and expense comparisons.

Revenues - Business type Activities
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In business type activities, changes in net position were negative for all funds except Sewer
operations.

Financial Analysis of the Government's Funds

Governmental Funds. The focus of the City of Cottage Grove’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such information
is useful in assessing the City of Cottage Grove’s financing requirements. In particular, unassigned
fund balance may serve as a useful measure of a government’s net resources available for spending
at the end of the fiscal year.

At the end of the current fiscal year, the City of Cottage Grove’s governmental funds reported
combined ending fund balances of $32,733,289 an increase of $3,746,740. Committed, assigned
and unassigned fund balance which is available for spending at the government’s discretion has a
balance of $27,832,502 at year end. The remainder of the fund balance is non-spendable or
restricted to indicate it is not available for new spending because it has already been obligated 1) to
pay debt service ($2,766,643) 2) for prepaid items ($22,726) 3) for inventory ($20,696) 4) to pay
for capital improvements ($2,042,151) and 5) for future expenditures ($48,571).

The General fund is the chief operating fund of the City of Cottage Grove. At the end of the current
fiscal year, unassigned fund balance of the General fund was $8,829,697 while total fund balance
was $10,253,437. As a measure of the general fund’s liquidity, it may be useful to compare both
unassigned fund balance and total fund balance to total fund expenditures. Unassigned fund
balance represents 56% of total subsequent year General fund expenditures, while total fund
balance represents 65% of the same amount.

The General fund balance increased by $741,296. This increase is primarily due to an increase in
charges for services resulting from development activity in the city. Revenues exceeded budget by
$1,055,278 due to higher than expected building permit revenues and charges for engineering
services from development and infrastructure projects. Expenditures were $259,091 under budget
due to reduced public safety salaries and benefits due to personnel changes and reduced public
works expenses for snow and ice control resulting from a mild winter.

The Municipal Building Fund increased $489,854 due to property tax revenues collected for
repayment of the interfund loan which funded the Public Safety/City Hall project in 2012.

The MSA Construction Fund decreased by $60,397 due to construction project costs on 70" Street
and Meadowgrass Avenue.

The Closed Debt Fund increased by $242,151 due to interfund loan interest and special assessment
revenues.

The Pavement Management Debt Service Fund increased by $625,208 due to special assessment
revenues collected in excess of debt service requirements.
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The Pavement Management Capital Project Fund increase by $1,943,884 due to the issuance of
municipal bonds which financed the 2014 and 2015 Pavement Management project costs.

Proprietary funds: The City of Cottage Grove’s proprietary funds provide the same type of
information found in the government-wide financial statements, but in more detail.

Business-type activities decreased the City’s net position by $1,124,505 in 2015, before a change
in accounting principle of $1,020,237 is applied. The change in accounting principle is the result
of the implementation of Governmental Accounting Standards Board Statement 68.

Budgetary Highlights

General Fund.
The General Fund actual results were different than the final budget amounts due to the following:

Licenses and Permits categories were $625,692 more than budgeted due to increased
commercial/institutional building permitting in 2015.

Intergovernmental revenues were $172,908 more than budget due to unanticipated Federal
and State grant revenues and public safety aids.

Charges for services were $44,657 more than budgeted due to increased community
development and engineering fees resulting from increased development activity.

Fines revenues were $35,802 more than budgeted due to increased revenues passed through
to the City from the state and county.

General government expenditures were $146,509 more than budgeted amounts due to
additional salary, benefits and professional service expenditures related to unanticipated
personnel changes.

Public safety expenditures were $125,181 less than budgeted amounts due to staff
retirements and the resulting salary and benefit savings.

Public works expenditures were $242,649 lower than budget due to lower personnel costs,
supplies and contractual services related to the effects of a moderate snow and ice removal
season.

Culture and recreation expenditures were $40,357 less than final budget due to reduced
operational costs in the Forestry division.

Capital Asset and Debt Administration

Capital assets: The City of Cottage Grove’s investment in capital assets for its governmental and
business-type activities as of December 31, 2015, amounts to $205,491,203 (net of accumulated
depreciation). This investment in capital assets includes land, buildings, infrastructure, machinery
and equipment.
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Land and land improvements
Easements
Construction in progress
Buildings and improvements
Equipment and furniture
Machinery and equipment
Other improvements
Infrastructure:

Streets

Storm sewers

Sidewalks/trails
Water and sewer lines

Ending balance

City of Cottage Grove's Capital Assets
(Net of Depreciation)

Governmental Activities

Business-type Activities

Total Primary Government

2015 2014 2015 2014 2015 2014
$17,927,787 $ 17,926,287 $354,852 $ 355,648 $18,282,639 $18,281,935
1,157,202 1,157,202 - - 1,157,202 1,157,202
500,898 606,641 - 28,909 500,898 635,550
20,890,355 21,423,724 1,712,619 1,828,018 22,602,974 23,251,742
314,540 282,359 - - 314,540 282,359
4,667,519 4,636,672 615,843 686,620 5,283,362 5,323,202
3,032,731 3,037,552 4,578,962 4,682,489 7,611,693 7,720,041
75,893,083 72,199,607 - - 75,893,083 72,199,607
22,439,016 23,330,305 - - 22,439,016 23,330,305
3,855,506 3,475,993 - - 3,855,506 3,475,993

- - 47,550,290 47,567,596 47,550,290 47,567,596
$150,678,637  $148,076,342 $54812566  $55,149,280 $205491203 $203,225,622

The largest addition to capital assets in 2015 were the improvements to streets and other
infrastructure due to the 2015 Pavement Management project, the extension of 97" Street and
Hemingway Avenue in the Business Park and the completion of the final streets in the CP Rail

project.

Additional information on the City of Cottage Grove’s capital assets can be found in Note 5.

Long-term debt: At the end of the current fiscal year, the City of Cottage Grove had total long

term debt outstanding of $26,722,169, an increase of $4,221,120.

$2,813,757 of the debt

outstanding is due within one year. $17,978,235 of bonds payable is for pavement management
debt being repaid by a combination of special assessments and property tax levies.

City of Cottage Grove's Outstanding Debt

Governmental activities:
Bonds payable, net
Capital lease payable - EDA
Capital lease payable — golf carts
Other postemployment benefits
Compensated absences
Total governmental activities
Business-type activities:
Bonds payable, net
Other postemployment benefits
Compensated absences
Total business-type activities

Total primary government
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2015 2014
$20,273,235 $15,657,633
4,805,000 5,085,000
37,432 73,667
65,521 59,343
857,206 839,758
26,038,394 21,715,401
609,856 717,221
9,555 8,571
64,364 59,856
683,775 785,648
$26,722,169 $22,501,049




The City of Cottage Grove holds a general obligation debt rating of Aal from Moody’s (2010
Global Ratings Scale) and of AA+/Stable from Standard and Poor’s. According to S&P, Cottage
Grove has “a strong financial profile, anchored by a very strong general fund balance; and good
management practices that have contributed to the city’s ongoing financial health.”

State statutes limit the amount of general obligation debt a Minnesota city may issue to 3% of total
Estimated Market Value. The current debt limitation for the City of Cottage Grove is $81,179,262.
Of that limit, $4,805,000 of the City's outstanding debt is counted within the statutory limitation
because all other debt is either wholly or partially repaid by revenues other than general property
tax levies.

Additional information on the City of Cottage Grove’s long-term debt can be found in Note 6.

Requests for information: This financial report is designed to provide a general overview of the
City of Cottage Grove’s finances for all those with an interest in the government’s finances.
Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to Finance Director, 12800 Ravine Parkway St, Cottage
Grove, Minnesota 55016.
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CITY OF COTTAGE GROVE, MINNESOTA

STATEMENT OF NET POSITION Statement 1
December 31, 2015

With Comparative Data as of December 31, 2014

Component Unit

Primary Government Total Economic Totals
Governmental Business-Type Primary Development Reporting Entity
Activities Activities Government Authority 2015 2014
Assets:
Cash and investments $ 38,211,340 $ 9,420,845 $ 47,632,185 $ 389,254 $ 48,021,439 $ 47,030,844
Accrued interest receivable 147,130 - 147,130 54,423 201,553 203,410
Due from other governmental units - net 286,815 4211 291,026 - 291,026 889,787
Accounts receivable - net 593,383 1,233,850 1,827,233 5,212 1,832,445 1,822,889
Prepaid items 191,792 149,662 341,454 1,500 342,954 299,192
Delinquent property taxes receivable 126,473 - 126,473 1,087 127,560 199,646
Due from county 93,051 - 93,051 - 93,051 76,605
Special assessments receivable 5,993,117 - 5,993,117 - 5,993,117 4,531,762
Inventories - at cost 91,636 - 91,636 - 91,636 94,132
Internal balances (4,550,502) 4,550,502 - - - -
Lease receivable - - - 4,805,000 4,805,000 5,085,000
Properties held for resale 2,217,498 - 2,217,498 311,718 2,529,216 579,216
Fire relief pension asset 729,701 - 729,701 - 729,701 -
Capital assets not being depreciated:
Land and land improvements 17,927,787 325,000 18,252,787 - 18,252,787 18,251,287
Easements 1,157,202 - 1,157,202 - 1,157,202 1,157,202
Construction in progress 500,898 - 500,898 - 500,898 635,550
Capital assets (net of accumulated depreciation):
Land improvements - 29,852 29,852 - 29,852 30,648
Buildings and improvements 20,890,355 1,712,619 22,602,974 - 22,602,974 23,251,742
Equipment and furniture 314,540 - 314,540 - 314,540 282,359
Machinery and equipment 4,667,519 615,843 5,283,362 - 5,283,362 5,323,292
Other improvements 3,032,731 4,578,962 7,611,693 - 7,611,693 7,720,041
Infrastructure 102,187,605 47,550,290 149,737,895 - 149,737,895 146,573,501
Total assets 194,810,071 70,171,636 264,981,707 5,568,194 270,549,901 264,038,105
Deferred outflows of resources:
Deferred outflows related to city pensions 1,613,662 215,065 1,828,727 15,461 1,844,188 -
Deferred outflows related to fire relief pension 290,662 - 290,662 - 290,662 -
Total deferred outflows of resources 1,904,324 215,065 2,119,389 15,461 2,134,850 -

Total assets and deferred outflows of resources $ 196,714,395 $ 70,386,701 $ 267,101,096 $ 5,583,655 $ 272,684,751 $ 264,038,105

Liabilities:
Accounts payable $ 836,760 $ 147,877 $ 984,637 $ 17,108 $ 1,001,745 $ 853,911
Salaries payable 537,821 64,190 602,011 3,870 605,881 533,568
Contracts payable 235,778 - 235,778 - 235,778 194,628
Due to other governmental units 12,687 24,071 36,758 - 36,758 194,954
Deposits payable 466,679 4,000 470,679 3,503 474,182 714,299
Unearned revenue 40,100 40,100 - 40,100 42,600
Accrued interest payable 329,500 9,406 338,906 54,423 393,329 261,678
Compensated absences payable:
Due within one year 612,274 54,195 666,469 2,483 668,952 691,343
Due in more than one year 244,932 10,169 255,101 2,141 257,242 224,226
Other postemployment benefits:
Due in more than one year 65,521 9,555 75,076 811 75,887 68,614
Net pension liability:
Due in more than one year 8,463,113 1,118,083 9,581,196 112,795 9,693,991 -
Capital lease payable:
Due within one year 327,432 - 327,432 - 327,432 316,235
Due in more than one year 4,515,000 - 4,515,000 - 4,515,000 4,842,432
Bonds payable (net of unamortized premiums):
Due within one year 1,210,000 609,856 1,819,856 290,000 2,109,856 1,705,000
Due in more than one year 19,063,235 - 19,063,235 4,515,000 23,578,235 19,754,854
Total liabilities 36,960,832 2,051,402 39,012,234 5,002,134 44,014,368 30,398,342
Deferred inflows of resources:
Unavailable revenue - other 1,384 - 1,384 - 1,384 -
Deferred inflows related to pension 1,137,329 151,619 1,288,948 10,776 1,299,724 -
Total deferred inflows of resources 1,138,713 151,619 1,290,332 10,776 1,301,108 -
Net position:
Net investment in capital assets 125,562,970 54,202,710 179,765,680 - 179,765,680 181,692,101
Restricted for:
Forfeiture and seizure 39,166 - 39,166 - 39,166 52,175
Charitable gambling 9,405 - 9,405 - 9,405 14,300
Debt retirement 6,706,913 - 6,706,913 511,139 7,218,052 5,173,824
Tax increment purposes 2,011,222 - 2,011,222 - 2,011,222 2,235,339
Unrestricted 24,285,174 13,980,970 38,266,144 59,606 38,325,750 44,472,024
Total net position 158,614,850 68,183,680 226,798,530 570,745 227,369,275 233,639,763

Total liabilities, deferred inflows of resources

and net position § 196714395 § 70386701 _$ 267,101,096 $ 5583655 S 272,684,751 $ 264,038,105

The accompanying notes are an integra:lsgart of these basic financial statements.
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CITY OF COTTAGE GROVE, MINNESOTA
STATEMENT OF ACTIVITIES

For The Year Ended December 31, 2015

With Comparative Data for the Year Ended December 31, 2014

Statement 2

Net (Expense) Revenue and Component
Program Revenues Changes in Net Position Unit
Operating Capital Primary Government Economic
Charges For Grants and Grants and Governmental Business-Type Totals Development
Expenses Services Contributions Contributions Activities Activities 2015 2014 Authority
Functions/Programs
Primary government:
Governmental activities:
General government $ 2,331,648 $ 117,636 $ 138,021 $ - $  (2,075,991) $ - $  (2,075,991) $  (1,981,316) $ -
Community development 1,086,197 1,527,836 - - 441,639 - 441,639 43,139 -
Economic development 1,460,114 3,467 355,442 469,454 (631,751) - (631,751) 236,529 -
Public safety 7,662,393 394,574 595,851 8,979 (6,662,989) - (6,662,989) (6,141,980) -
Public works:
Regular operations 4,713,100 971,599 139,670 - (3,601,831) - (3,601,831) (3,509,863) -
Construction 2,712,945 - - 5,340,066 2,627,121 - 2,627,121 5,717,977 -
Culture and recreation 5,153,844 3,091,072 8,821 43,132 (2,010,819) - (2,010,819) (2,155,171) -
Interest on long-term debt 1,029,228 - - - (1,029,228) - (1,029,228) (808,642) -
Total governmental activities 26,149,469 6,106,184 1,237,805 5,861,631 (12,943,849) - (12,943,849) (8,599,327) -
Business-type activities:
Street lights 746,794 549,005 - 25,499 - (172,290) (172,290) 129,967 -
Cottage Grove EMS 1,507,766 1,431,007 - - - (76,759) (76,759) 213,465 -
Water operating 2,438,166 1,840,088 - 194,013 - (404,065) (404,065) 433,000 -
Sewer operating 2,448,283 2,310,624 - 142,250 - 4,591 4,591 386,850 -
Total business-type activities 7,141,009 6,130,724 - 361,762 - (648,523) (648,523) 1,163,282 -
Total primary government $ 33,290,478 $ 12,236,908 $ 1,237,805 $ 6,223,393 (12,943,849) (648,523) (13,592,372) (7,436,045) -
Component Unit:
Economic Development Authority $ 596,066 $ 352,868 $ - $ - - - - - (243,198)
Total component unit $ 596,066 $ 352,868 $ - $ - - - - - (243,198)
General revenues:
Property taxes 13,394,585 - 13,394,585 12,616,267 111,813
Franchise taxes 526,643 - 526,643 542,689 -
Aggregate taxes 37,133 - 37,133 26,236 -
Tax increment collections 710,541 - 710,541 711,628 -
Grants and contributions not
restricted to specific programs 99,137 - 99,137 83,682 -
Unrestricted investment earnings 357,170 137,896 495,066 751,089 4,133
Gain on sale of capital assets (loss) (15,157) - (15,157) 43,904 -
Transfers 613,878 (613,878) - - -
Total general revenues, transfers, and special items 15,723,930 (475,982) 15,247,948 14,775,495 115,946
Change in net position 2,780,081 (1,124,505) 1,655,576 7,339,450 (127,252)
Net position - beginning 162,508,871 70,328,422 232,837,293 225,497,843 802,470
Cumulative effect of change in
accounting principle (6,674,102) (1,020,237) (7,694,339) - (104,473)
Net position - beginning, as restated 155,834,769 69,308,185 225,142,954 225,497,843 697,997
Net position - ending $ 158,614,850 $ 68,183,680 $ 226,798,530 $ 232,837,293 $ 570,745

The accompanying notes are an integral part of these basic financial statements.



CITY OF COTTAGE GROVE, MINNESOTA
BALANCE SHEET

GOVERNMENTAL FUNDS

December 31, 2015

With Comparative Data as of December 31, 2014

Assets:

Cash and investments
Accrued interest receivable
Interfund receivable
Interfund loan receivable
Due from other governmental units - net
Accounts receivable - net
Prepaid items
Inventories - at cost
Delinquent property taxes receivable
Due from county
Special assessments receivable:

Deferred

Delinquent

Special deferred
Property held for resale

Total assets
Liabilities:
Accounts payable
Salaries payable
Interfund payable
Contracts payable
Due to other governmental units
Deposits payable
Unearned revenue
Interfund loan payable
Total liabilities

Deferred inflows of resources:
Unavailable revenue - property taxes
Unavailable revenue - special assessments
Unavailable revenue - intergovernmental
Unavailable revenue - other
Total deferred inflows of resources

Fund balances (deficit):
Nonspendable:
Prepaid items
Inventory
Restricted for:
Forfeiture and seizure
Charitable gambling
Debt retirement
Tax increment purposes
Committed
Assigned
Unassigned:
General Fund
Special Revenue Fund
Capital Project Funds
Total fund balances (deficit)

Total liabilities, deferred inflows of resources,
and fund balances

Municipal MSA
Building Construction
General Capital Project Capital Project Closed Debt
Fund Fund Fund Fund
$ 10,219,643 $ 345,195 $ 3,959,419 $ 2,073,490
147,130 - - -
405,116 - - -
- - - 2,000,000
47,382 - 96,991 -
28,312 - - -
15,383 - - -
113,030 4,379 - 1,615
93,051 - - -
4,807 - 443,674 193,417
561 - 297 4,721
- - 31,948 4,715
- - 267,498 -
$ 11,074,415 $ 349,574 $ 4,799,827 $ 4,277,958
$ 121,229 $ - $ 100,083 $ -
455,576 - - R
6,048 - - -
79,627
40,100 - - -
- 7,860,000 - -
702,580 7,860,000 100,083 -
113,030 4,379 - 1,615
5,368 - 475,919 202,853
- - 87,417 -
- 1,384 - -
118,398 5,763 563,336 204,468
15,383 - - -
1,408,357 - 4,136,408 4,073,490
8,829,697 - - -
- (7,516,189) - -
10,253,437 (7,516,189) 4,136,408 4,073,490
$ 11,074,415 $ 349,574 $ 4,799,827 $ 4,277,958

The accompanying notes are an integral part of these basic financial statements.
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Statement 3

Pavement
Management
Debt Service

Fund

Pavement
Management
Capital Project
Fund

Other
Governmental
Funds

$ 2,548,452

4,145,148
6,404
28,210

1,526,216

$ 15,054,522
1,221,111
2,261,758

84,166
565,071
7,343
20,696
2,793

1,129,114
101

1,950,000

$ 6,732,870

1,584,492

$ 22,296,675

67,507

47,341

$ 316,318
58,642

1,626,227

188,437

6,160

387,052

761,758

114,848

3,344,594

4,656
4,179,762

52,026

2,793
1,129,215

4,184,418

52,026

1,132,008

2,548,452

1,417,618

7,343
20,696

39,166
9,405
218,191
2,042,151
394,204
16,695,201

(283,216)
(1,323,068)

2,548,452

1,417,618

17,820,073

$ 6,732,870

$

1,584,492

$ 22,296,675

Fund balance reported above
Amounts reported for governmental activities in the statement of net position are different because:
Capital assets used in governmental activities are not financial resources, and therefore,

are not reported in the funds

Other long-term assets are not available to pay for current-period expenditures, and therefore,

are deferred in the funds

Deferred outflows of resources and deferred inflows of resources are created as a result of
various differences related to pensions that are not recognized in the governmental funds.

Deferred inflows of resources related to pensions
Deferred outflows of resources related to pensions

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

and therefore are not reported in the funds.

Internal service funds are used by management to charge the cost of insurance to individual funds.
The assets and liabilities are included in the governmental statement of net position

Net position of governmental activities

Totals
Governmental Funds
2015 2014
35,726,937 $ 33,930,027
147,130 146,187
1,626,227 1,877,498
4,261,758 5,050,000
286,815 884,722
593,383 474,947
22,726 26,548
20,696 24,434
126,473 197,875
93,051 76,605
5,916,160 4,435,196
12,084 15,880
64,873 80,686
2,217,498 267,498
51,115,811 $ 47,488,103
605,137 $ 454,116
514,218 451,132
1,626,227 1,877,498
235,778 193,540
12,208 17,351
466,679 707,633
40,100 42,600
8,621,758 9,845,000
12,122,105 13,588,870
126,473 197,875
5,993,117 4,531,762
139,443 183,047
1,384 -
6,260,417 4,912,684
22,726 26,548
20,696 24,434
39,166 52,175
9,405 14,300
2,766,643 2,139,841
2,042,151 2,272,496
394,204 329,841
27,731,074 26,971,879
8,829,697 8,113,424
(283,216) (1,409,153)
(8,839,257) (9,549,236)
32,733,289 28,986,549
51,115,811 $ 47,488,103
32,733,289 $ 28,986,549
149,646,231 147,132,457
6,988,734 4,912,684
(1,105,920) -
1,859,261 -
(34,455,583) (21,857,861)
2,948,838 3,335,042
158,614,850 $ 162,508,871

The accompanying notes are an integral part of these basic financial statements.



CITY OF COTTAGE GROVE, MINNESOTA
STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
For The Year Ended December 31, 2015

With Comparative Data for the Year Ended December 31, 2014

Revenues:

General property taxes
Franchise taxes
Aggregate taxes
Tax increment collections
Special assessments
Licenses and permits
Direct charges to developers
Intergovernmental
Charges for services
Rent
Fines and forfeits
Investment earnings (loss)
Interest on interfund loan
Connection charges
Park dedication fees
Other sales
Donations
Miscellaneous

Total revenues

Expenditures:
Current:
General government
Community development
Economic development
Public safety
Public works
Culture and recreation
Capital outlay:
Public safety
Public works
Culture and recreation
Debt service:
Principal retirement
Capital lease payment
Interest and fiscal charges
Total expenditures
Revenues over (under) expenditures
Other financing sources (uses):
Transfers in
Transfers out
Bonds issued
Premium on debt issued
Proceeds from the sale of capital assets
Total other financing sources (uses)

Net increase (decrease) in fund balance

Fund balance - January 1

Fund balance - December 31

Municipal MSA
Building Construction

General Capital Project Capital Project Closed
Fund Fund Fund Debt Fund
§ 12,078,076 $ 502,549 $ - $ 4,979
15,787 - 136,331 106,760
1,305,442 - - -
842,658 - 229,529 -
557,457 - - -
- 16,167 - -
210,802 - - -
69,257 1,087 29,763 13,528
- - - 28,741
19,772 - - -
178,997 - - -
15,278,248 519,803 395,623 154,008
2,122,549 18,327 - 1,263
1,058,537 - - -
6,726,685 - - -
2,297,588 - 446,711 -
1,812,233 - - -
196,324 - - -
12,138 - 9,309 -
22,135 - - -
- 112,753 - -
14,248,189 131,080 456,020 1,263
1,030,059 388,723 (60,397) 152,745
528,710 101,131 - 235971
(817,473) - - (146,565)
(288,763) 101,131 - 89,406
741,296 489,854 (60,397) 242,151
9,512,141 (8,006,043) 4,196,805 3,831,339
$ 10,253,437 $  (7,516,189) $ 4,136,408 $ 4,073,490

The accompanying notes are an integral part of these basic financial statements.
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Statement 4

Pavement Pavement
Management Management Other Totals
Debt Service Capital Project Governmental Governmental Funds
Fund Fund Funds 2015 2014
587,925 $ - $ 292,458 $ 13,465,987 $ 12,687,917
- - 526,643 526,643 542,689
- - 37,133 37,133 26,236
- - 710,541 710,541 723,304
1,102,963 - 137,955 1,499,796 1,326,017
- - - 1,305,442 904,400
- - 307,971 307,971 661,861
- 1,186,102 157,465 2,415,754 3,932,021
- - 3,685,422 4,242,879 3,572,351
- - - 16,167 435,975
- - 17,840 228,642 171,317
10,490 4,565 134,109 262,799 452,293
- - 45,599 74,340 59,066
- - 318,092 318,092 841,434
- - 9,010 9,010 63,595
- - 469,454 469,454 429,750
- - 358,241 378,013 379,127
- 7,050 104,760 290,807 196,990
1,701,378 1,197,717 7,312,693 26,559,470 27,406,343
11,462 - 1,726 2,155,327 2,025,709
- - - 1,058,537 919,126
- - 1,456,306 1,456,306 541,838
- - 25,119 6,751,804 6,484,552
- 453,641 1,146,897 4,344,837 4,306,068
- - 2,342,759 4,154,992 4,169,469
- - 87,913 284,237 468,465
- 5,094,675 749,116 5,865,238 3,926,379
- - 865,192 887,327 633,578
870,000 - 450,000 1,320,000 2,470,000
- - 316,235 316,235 305,076
341,273 84,091 373,990 912,107 882,508
1,222,735 5,632,407 7,815,253 29,506,947 27,132,768
478,643 (4,434,690) (502,560) (2,947,477) 273,575
146,565 424,329 1,612,951 3,049,657 1,840,995
- - (1,398,914) (2,362,952) (1,213,059)
- 5,700,000 - 5,700,000 1,405,000
- 254,245 - 254,245 18,461
- - 53,267 53,267 67,120
146,565 6,378,574 267,304 6,694,217 2,118,517
625,208 1,943,884 (235,256) 3,746,740 2,392,092
1,923,244 (526,266) 18,055,329 28,986,549 26,59