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INDEPENDENTAUDITOR'SREPORT

HonorableMayorandMembersoftheCityCouncil
CityofCosmos
Cosmos, Minnesota

ReportontheFinancialStatements

Wehaveauditedtheaccompanyingfinancialstatementsofthegovernmentalactivities, thebusiness-typeactivities, and
eachmajorfundoftheCityofCosmos, Minnesota, asofandfortheyearendedDecember31, 2015, andtherelated
notestothefinancialstatements, whichcollectivelycomprisetheCity'sbasicfinancialstatementsaslistedinthetableof
contents. 

Management'sResponsibilityfortheFinancialStatements

Managementisresponsibleforthepreparationandfairpresentationofthesefinancialstatementsinaccordancewith
accountingprinciplesgenerallyacceptedintheUnitedStatesofAmerica; thisincludesthedesign, implementationand
maintenanceofinternalcontrolrelevanttothepreparationandfairpresentationoffinancialstatementsthatarefreefrom
materialmisstatement, whetherduetofraudorerror. 

Auditor'sResponsibility

Ourresponsibilityistoexpressopinionsonthesefinancialstatementsbasedonouraudit.  Weconductedourauditin
accordancewithauditingstandardsgenerallyacceptedintheUnitedStatesofAmericaandthestandardsapplicableto
financialauditscontainedinGovernmentAuditingStandards, issuedbytheComptrollerGeneraloftheUnitedStates. 
Thosestandardsrequirethatweplanandperformtheaudittoobtainreasonableassuranceaboutwhetherthefinancial
statementsarefreefrommaterialmisstatement. 

Anauditinvolvesperformingprocedurestoobtainauditevidenceabouttheamountsanddisclosuresinthefinancial
statements.  Theproceduresselecteddependontheauditor'sjudgment, includingtheassessmentoftherisksof
materialmisstatementofthefinancialstatements, whetherduetofraudorerror.  Inmakingthoseriskassessments, the
auditorconsidersinternalcontrolrelevanttotheentity'spreparationandfairpresentationofthefinancialstatementsin
ordertodesignauditproceduresthatareappropriateinthecircumstances, butnotforthepurposeofexpressingan
opinionontheeffectivenessoftheentity'sinternalcontrol.  Accordingly, weexpressnosuchopinion.  Anauditalso
includesevaluatingtheappropriatenessofaccountingpoliciesusedandthereasonablenessofsignificantaccounting
estimatesmadebymanagement, aswellasevaluatingtheoverallpresentationofthefinancialstatements. 

Webelievethattheauditevidencewehaveobtainedissufficientandappropriatetoprovideabasisforouraudit
opinions. 
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BasisforQualifiedOpiniononGovernmentalActivities

AsdiscussedinNote1.L. tothefinancialstatements, managementhasnotobtainedthenecessaryinformationto
properlyrecordanddisclosetheeffectsofthenetpensionliabilityandtherelateddeferredoutflowsofresourcesand
deferredinflowsofresourcesonthegovernmentalactivitiesrelatingtotheCity'sFireReliefAssociation.  Accounting
principlesgenerallyacceptedintheUnitedStatesofAmericarequirethatthosepensionrelatedamountsberecorded
anddisclosed, whichwouldincreaseordecreasenetpensionliability, deferredoutflowsofresources, deferredinflowsof
resources, netpositionandexpensesofthegovernmentalactivities.  Theamountbywhichthisdeparturewouldaffect
thesepensionrelatedamountshasnotbeendetermined. 

QualifiedOpinions

Inouropinion, exceptfortheeffectsofthematterdiscussedinthe "BasisforQualifiedOpinionsonGovernmental
Activities" paragraph, thefinancialstatementsreferredtoabovepresentfairly, inallmaterialaspectstherespective
financialpositionofthegovernmentalactivitiesoftheCityofCosmos, Minnesota, asofDecember31, 2015, andthe
respectivechangesinfinancialposition, andwhereapplicable, cashflowsthereoffortheyearthenendedinaccordance
withaccountingprinciplesgenerallyacceptedintheUnitedStatesofAmerica. 

ChangeinAccountingPrinciple

AsdescribedinNote10tothefinancialstatements, fortheyearendedDecember, 2015, theDistrictadoptednew
accountingguidance, GovernmentalAccountingStandardsBoardStatementNo. 68, AccountingandFinancialReporting
forPensionPlans - anAmendmentofGASBStatementNo. 27andGovernmentalAccountingStandardsBoard
StatementNo. 71, PensionTransitionforContributionsMadeSubsequenttotheMeasurementDate - anAmendmentof
GASBStatementNo. 68.  Ouropinionisnotmodifiedwithrespecttothismatter. 

ReportonPartialComparativeInformation

WehavepreviouslyauditedtheCity's2014financialstatements, andweexpressedunmodifiedauditopinionsonthose
pyy,ppauditedfinancialstatementsinourreportdatedJuly21, 2015.  Inouropinion, thepartialcomparativeinformation

presentedhereinasofandfortheyearendedDecember31, 2014isconsistent, inallmaterialrespects, withtheaudited
financialstatementsfromwhichithasbeenderived.  RefertoNote14oftheNotestotheFinancialStatementfor
additionalinformationregardingtheprioryearpartialcomparativeinformation. 

OtherMatters

RequiredSupplementaryInformation

AccountingprinciplesgenerallyacceptedintheUnitedStatesofAmericarequirethattheManagement'sDiscussionand
AnalysisandtheSchedulesofProportionateShareoftheNetPensionLiabilityandEmployerContributionsaslistedin
thetableofcontentsbepresentedtosupplementthebasicfinancialstatements.  Suchinformation, althoughnotapartof
thebasicfinancialstatements, isrequiredbytheGovernmentalAccountingStandardsBoard, whoconsidersittobean
essentialpartoffinancialreportingforplacingthebasicfinancialstatementsinanappropriateoperational, economic, or
historicalcontext.  Wehaveappliedcertainlimitedprocedurestotherequiredsupplementaryinformationinaccordance
withauditingstandardsgenerallyacceptedintheUnitedStatesofAmerica, whichconsistedofinquiriesofmanagement
aboutthemethodsofpreparingtheinformationandcomparingtheinformationforconsistencywithmanagement's
responsestoourinquiries, thebasicfinancialstatements, andotherknowledgeweobtainedduringourauditofthebasic
financialstatements.  Wedonotexpressanopinionorprovideanyassuranceontheinformationbecausethelimited
proceduresdonotprovideuswithsufficientevidencetoexpressanopinionorprovideanyassurance. 
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SupplementaryandOtherInformation

Ourauditwasconductedforthepurposeofformingopinionsonthefinancialstatementsthatcollectivelycomprisethe
City’sbasicfinancialstatements.  Thestatementsandschedulesaslistedinthetableofcontentsassupplementary
informationandtheElectedandAppointedOfficialssectionarepresentedforpurposesofadditionalanalysisandarenot
arequiredpartofthebasicfinancialstatements. 

Thesupplementaryinformationistheresponsibilityofmanagementandwasderivedfromandrelatedirectlytothe
underlyingaccountingandotherrecordsusedtopreparethefinancialstatements.  Suchinformationhasbeensubjected
totheauditingproceduresappliedintheauditofthebasicfinancialstatementsandcertainadditionalprocedures,  
includingcomparingandreconcilingsuchinformationdirectlytotheunderlyingaccountingandotherrecordsusedto
preparethebasicfinancialstatementsortothebasicfinancialstatementsthemselves, andotheradditionalproceduresin
accordancewithauditingstandardsgenerallyacceptedintheUnitedStatesofAmerica.  Inouropinion, the
supplementaryinformationisfairlystatedinallmaterialrespectsinrelationtothebasicfinancialstatementsasawhole.  

TheElectedandAppointedOfficialssectionhasnotbeensubjectedtotheauditingproceduresappliedintheauditofthe
basicfinancialstatementsand, accordingly, wedonotexpressanopinionorprovideanyassuranceontheinformation
presented. 

OtherReportingRequiredbyGovernmentAuditingStandards

InaccordancewithGovernmentAuditingStandards, wehavealsoissuedourreportdatedApril7, 2016, onour
considerationoftheCity'sinternalcontroloverfinancialreportingandonourtestsofitscompliancewithcertain
provisionsoflaws, regulations, contracts, andgrantagreementsandothermatters.  Thepurposeofthatreportisto
describethescopeofourtestingofinternalcontroloverfinancialreportingandcomplianceandtheresultsofthattesting,  
andnottoprovideanopiniononinternalcontroloverfinancialreportingoroncompliance.  Thatreportisanintegralpart
ofanauditperformedinaccordancewithGovernmentAuditingStandardsinconsideringtheCity'sinternalcontrolover
financialreportingandcompliance. 

CONWAY, DEUTH & SCHMIESING, PLLP
CertifiedPublicAccountants
Litchfield, Minnesota

April7, 2016
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS
DECEMBER31, 2015

ThissectionofthebasicfinancialstatementsoftheCityofCosmos (theCity) presentsadiscussionandanalysisofthe
City’sfinancialperformanceduringthefiscalyearendedDecember31, 2015.  PleasereaditinconjunctionwiththeCity’s
basicfinancialstatementsfollowingthissection. 

FinancialHighlights

TheassetsoftheCityexceededliabilitiesby $4.1million.  Ofthisamount, $760,469maybeusedtomeetthe
government’songoingobligationstocitizensandcreditorsinaccordancewiththeCity’sfunddesignationsand
fiscalpolicies. 

TheCity’stotalnetpositionincreasedby $85,071whichiscomparabletoprioryear. 

TheCity’sgovernmentalfundsreportedcombinedendingfundbalancesof $945,764.  Ofthistotalamount, 47% is
availableforspendingattheCity’sdiscretion. 

Attheendofthecurrentfiscalyear, unassignedfundbalancefortheGeneralFundwas $217,676, or62% oftotal
GeneralFundexpendituresof $348,503. 

UsingThisAnnualReport

Thisannualreportconsistsofaseriesoffinancialstatements.  TheStatementofNetPositionandtheStatementof
ActivitiesprovideinformationabouttheactivitiesoftheCityasawholeandpresentalonger-termviewoftheCity’s
finances.  FundfinancialstatementsarepresentedaftertheStatementofActivities.  Fundfinancialstatementsalso
reporttheCity’soperationsinmoredetailthanthegovernment-widestatementsbyprovidinginformationabouttheCity’s
funds.  Thenotestothebasicfinancialstatementsprovideinformationthatisessentialtoafullunderstandingofthedata
providedinthegovernment-wideandfundfinancialstatements.  Thisannualreportalsocontainsothersupplementary
informationinadditiontothebasicfinancialstatements. 

TheCityasaWhole: StatementofNetPositionandStatementofActivities

OuranalysisoftheCityofCosmosbeginswiththeStatementofNetPositionandtheStatementofActivities.  Oneofthe
mostimportantquestionsaskedabouttheCity’sfinancesis, “IstheCityasawholebetterofforworseoffasaresultof
theyear’sactivities?”  TheStatementofNetPositionandtheStatementofActivitiesbothreportinformationaboutthe
Cityasawholeandaboutitsactivitiesinawaythathelpsanswerthisquestion.  TheStatementofNetPositionincludes
allassetsanddeferredoutflowsofresourcesandliabilitiesanddeferredinflowsofresourcesusingtheaccrualbasisof
accounting.  IntheStatementofActivities, allofthecurrentyear’srevenuesandexpensesaretakenintoaccount
regardlessofwhencashisreceivedorpaid.  ThesetwostatementsreporttheCity’snetpositionandchangesinthem.   
YoucanthinkoftheCity’snetposition—thedifferencebetweenassetsanddeferredoutflowsofresourcesandliabilities
anddeferredinflowsofresources—asonewaytomeasuretheCity’sfinancialhealth.   

Overtime, increasesordecreasesintheCity’snetpositionareoneindicatorofwhethertheCity’sfinancialhealthis
improvingordeteriorating.  Youwillneedtoconsiderothernonfinancialfactors, however, toassesstheoverallhealthof
theCityofCosmos. 
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS
DECEMBER31, 2015

TheCityasaWhole: StatementofNetPositionandStatementofActivities (Cont'd) 

IntheStatementofNetPositionandtheStatementofActivities, wedividetheCityintotwokindsofactivities: 

GovernmentalActivities - MostoftheCity'sbasicservicesarereportedhere, includingpublicsafety, publicworks,  
sanitation, cultureandrecreationandgeneralgovernment.  Propertytaxes, andstateandfederalgrantsfinancemostof
theseactivities. 

Business-TypeActivities - TheCitychargesafeetocustomerstohelpitcoverallormostofthecostofcertainservicesit
provides.  TheCity'sSewerandWaterfundsarereportedhere. 

TheCity'sMostSignificantFunds: FundFinancialStatements

OuranalysisoftheCity’smajorfundsbeginswiththefundfinancialstatements.  Thesestatementsprovidedetailed
informationaboutthemostsignificantfunds—nottheCityasawhole.  Somefundsarerequiredtobeestablishedby
statelawandbybondcovenants.  However, theCityCouncilestablishesotherfundstohelpitcontrolandmanage
moneyforparticularpurposesortoshowthatitismeetinglegalresponsibilitiesforusingcertaintaxes, grants, andother
money.  TheCity'stwokindsoffunds-governmentalandproprietary-usedifferentaccountingapproaches. 

GovernmentalFunds - MostoftheCity’sbasicservicesarereportedingovernmentalfunds.  Governmentalfundsfocus
onhowmoneyflowsintoandoutofthosefundsandthebalancesleftatyear-endthatareavailableforspending.  These
fundsarereportedusinganaccountingmethodcalledmodifiedaccrualaccounting, whichmeasurescashandallother
financialassetsthatcanreadilybeconvertedtocash.  Thegovernmentalfundstatementsprovideadetailedshort-term
viewoftheCity’sgeneralgovernmentoperationsandthebasicservicesitprovides.  Governmentalfundinformation
helpsthereaderofthestatementsdeterminewhethertherearemoreorfewerfinancialresourcesthatcanbespentin
thenearfuturetofinancetheCity’sprograms.  Wedescribetherelationship (ordifferences) betweengovernmental
activities (reportedintheStatementofNetPositionandtheStatementofActivities) andgovernmentalfundsina
reconciliationafterthefundfinancialstatements. 

Thegovernmentalfundfinancialstatementscanbefoundonpages15-21ofthisreport. 

ProprietaryFunds - WhentheCityofCosmoschargescustomersfortheservicesitprovides—whethertooutside
customersortootherunitsoftheCity—theseservicesaregenerallyreportedinproprietaryfunds.  Proprietaryfundsare
reportedinthesamewaythatallactivitiesarereportedintheStatementofNetPositionandtheStatementofActivities.   
Infact, theCity’senterprisefundsarethesameasthebusiness-typeactivitieswereportinthegovernment-wide
statementsbutprovidemoredetailandadditionalinformation, suchascashflows, forproprietaryfunds. 

Theproprietaryfundfinancialstatementscanbefoundonpages22-25ofthisreport. 

NotestotheFinancialStatements

Thenotesprovideadditionalinformationthatisessentialtoafullunderstandingofthedataprovidedinthegovernment- 
wideandfundfinancialstatements.  Thenotestothefinancialstatementscanbefoundonpages26-49ofthisreport. 
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS
DECEMBER31, 2015

StatementofNetPosition

TheCity’scombinednetpositiondecreasedfromayearago.Ouranalysisbelowfocusesonthenetposition(Tables1
and2) andchangesinnetposition (Tables3and4) oftheCity’sgovernmentalandbusiness-typeactivities. 

Table1
ComparativeCondensedStatementofNetPosition

GovernmentalActivities
20152014Change

CurrentandOtherAssets1,560,352$            1,458,619$          101,733$ 
NetCapitalAssets1,098,447 1,159,074            ( 60,627) 

TotalAssets2,658,799 2,617,693 41,106

DeferredOutflowsofResources11,866 11,866

TotalAssetsandDeferred
OutflowsofResources2,670,665$            2,617,693$          52,972$ 

CurrentandOtherLiabilities31,918$                 33,150$               (1,232)$ 
Long-TermLiabilities630,050 611,581 18,469

TotalLiabilities661,968 644,731 17,237

DeferredInflowsofResources15,731 15,731

NetPosition
NetInvestmentinCapitalAssets543,447 549,074               ( 5,627) 
Restricted885,059 916,136               ( 31,077) 
Unrestricted564,460 507,752 56,708

TotalNetPosition1,992,966 1,972,962 20,004

TotalLiabilities, DeferredInflowsof
ResourcesandNetPosition2,670,665$            2,617,693$          52,972$ 
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS
DECEMBER31, 2015

StatementofNetPosition (Cont'd) 

Table2
ComparativeCondensedStatementofNetPosition

Business-TypeActivities
20152014Change

CurrentandOtherAssets244,275$               234,708$             9,567$ 
NetCapitalAssets2,998,197 3,103,800            ( 105,603) 

TotalAssets3,242,472 3,338,508            ( 96,036) 

DeferredOutflowsofResources2,784 2,784

TotalAssetsandDeferred
OutflowsofResources3,245,256$            3,338,508$          (93,252)$ 

CurrentandOtherLiabilities26,802$                 12,584$               14,218$ 
Long-TermLiabilities1,085,807 1,162,103            ( 76,296) 

TotalLiabilities1,112,609 1,174,687            ( 62,078) 

DeferredInflowsofResources4,385 4,385

NetPosition
NetInvestmentinCapitalAssets1,932,253 1,941,697            ( 9,444) 
Unrestricted196,009 222,124               ( 26,115) 

TotalNetPosition2,128,262 2,163,821            ( 35,559) 

TotalLiabilities, DeferredInflowsof
ResourcesandNetPosition3,245,256$            3,338,508$          (93,252)$ 

8



CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS
DECEMBER31, 2015

GovernmentalActivities

NetpositionoftheCity'sgovernmentalactivitiesincreasedby $20,004.  Table3presentsthekeyelementsofthe
increase. 

ThefollowingtablesindicatethechangesinnetpositionfortheCity'sgovernmentalandbusiness-typeactivities: 

Table3
ComparativeCondensedStatementofActivities

GovernmentalActivities
20152014Change

REVENUES
ProgramRevenues

Fees, Fines, andChargesforServices155,498$               175,555$             (20,057)$ 
OperatingGrantsandContributions18,076 5,391 12,685
CapitalGrantsandContributions4,178 48,480                 ( 44,302) 

GeneralRevenues
PropertyTaxes270,721 254,537 16,184
GrantsandContributionsNotRestricted143,571 141,232 2,339
Intergovernmental17,403                 (17,403) 
InterestIncome2,555 2,930                   ( 375) 
GainonAssetDisposal 11,949                 ( 11,949) 
Other19,703 21,571                 ( 1,868) 

TotalRevenues614,302 679,048               ( 64,746) 

EXPENSES
GeneralGovernment138,229 102,703 35,526
PublicSafety155,410 140,157 15,253
PublicWorks131,763 155,300               ( 23,537) 
Sanitation34,186 39,176                 ( 4,990) 
CultureandRecreation30,195 64,709                 ( 34,514) 
InterestonLong-TermDebt25,606 21,366 4,240

TotalExpenses515,389 523,411               ( 8,022) 
ChangeinNetPosition
beforeTransfers98,913 155,637               ( 56,724) 

TRANSFERS(44,708)               44,708
ChangeinNetPosition98,913 110,929               ( 12,016) 

NETPOSITION, BEGINNINGOFYEAR, 
ASORIGINALLYSTATED1,972,962 1,862,033 110,929

PRIORPERIODADJUSTMENT(78,909)                 ( 78,909) 

NETPOSITION, BEGINNINGOFYEAR, 
ASRESTATED1,894,053 1,862,033 32,020

NETPOSITION, ENDOFYEAR1,992,966$            1,972,962$          20,004$ 
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS
DECEMBER31, 2015

Business-TypeActivities

Thenetpositionofourbusiness-typeactivitiesdecreasedby $35,559.  Thedecreasewasduetothefollowingfunds
changeinnetposition: Sewer - $(12,730), andWater - $(22,829).   

Table4
ComparativeCondensedStatementofActivities

Business-TypeActivities
20152014Change

REVENUES
ProgramRevenues

Fees, Fines, andChargesforServices219,914$               222,326$             (2,412)$ 
CapitalGrantsandContributions2,124 50 2,074

GeneralRevenues
InterestIncome504 504

TotalRevenues222,542 222,376 166

EXPENSES
Sewer59,301 68,485                 ( 9,184) 
Water177,083 176,677 406

TotalExpenses236,384 245,162               ( 8,778) 
ChangeinNetPosition

beforeTransfersandContributions(13,842)                 (22,786)               8,944

TRANSFERS                 ( 44,708)44,708
ChangeinNetPosition(13,842)                 21,922                 ( 35,764) 

NETPOSITION, BEGINNINGOFYEAR, 
ASORIGINALLYSTATED2,163,821 2,141,899 21,922

PRIORPERIODADJUSTMENT(21,717)                 ( 21,717) 

NETPOSITION, BEGINNINGOFYEAR, 
ASRESTATED2,142,104 2,141,899 205

NETPOSITION, ENDOFYEAR2,128,262$            2,163,821$          (35,559)$ 
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS
DECEMBER31, 2015

GovernmentalActivities

Revenues - ThefollowingchartvisuallyillustratestheCity'srevenuebysourceforitsgovernmentalactivities: 

FinancialAnalysisoftheCity'sFunds

Asnotedearlier, theCityusesfundaccountingtoensureanddemonstratecompliancewithfinancerelatedlegal
requirements. 

GovernmentalFunds - ThefocusoftheCity'sgovernmentalfundsistoprovideinformationonnearterminflows,  
outflowsandbalancesofspendableresources.  SuchinformationisusefulinassessingtheCity'sfinancingrequirements.  
Inparticular, unassignedfundbalancemayserveasausefulmeasureoftheCity'snetresourcesavailableforspending
attheendofthefiscalyear. 

Asoftheendofthecurrentfiscalyear, theCity'sgovernmentalfundsreportedcombinedendingfundbalancesof
945,764, anincreaseof $185,680.  Approximately23percentofthistotal ($217,676) constitutesunassignedfund

balance.  Theremainderofthefundbalance ($728,088) isnotavailablefornewspendingbecauseitiseither1)  
nonspendable ($7,933), 2) restricted ($338,294) or3) assigned ($381,861). 

TheGeneralFundisthechiefoperatingfundoftheCity.  Attheendofthecurrentfiscalyear, unassignedfundbalanceof
theGeneralFundwas $217,676.  AsameasureoftheGeneralFund'sliquidity, itmaybeusefultocomparethe
unassignedfundbalancetototalfundexpenditures.  Unassignedfundbalancerepresents62percentofthetotalGeneral
Fundexpenditures. 

ProprietaryFunds - TheCity'sproprietaryfundsprovidethesametypeofinformationfoundinthegovernment-wide
financialstatements, butinmoredetail. 

TheunrestrictednetpositionintherespectiveproprietaryfundsareSewer - $148,635andWater - $47,374.   
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CITYOFCOSMOS, MINNESOTA

MANAGEMENT'SDISCUSSIONANDANALYSIS
DECEMBER31, 2015

GeneralFundBudgetaryHighlights

Overthecourseoftheyear, theCityofCosmosCityCouncildidnotrevisethebudget.  TheGeneralFundbudget
includedsufficientrevenuestocoverexpenditurespredictinganincreaseinfundbalanceof $7,898.  Lessthanexpected
generalgovernment, publicsafety, andpublicworksspendinginadditiontoadecreaseincapitaloutlayexpenditures
resultedinaincreaseinfundbalanceof $147,637. 

CapitalAssets

Attheendof2015, theCityofCosmoshad $7,127,956investedinabroadrangeofcapitalassets.  RefertoNote5of
theNotestotheFinancialStatementsforascheduleshowingtheCity'scapitalassetactivity. 

Long-TermDebt

Atyear-end, theCityofCosmoshad $1,715,857inlong-termdebt, whichincludes $631incompensatedabsencesand
74,419innetpensionliabilityforgovernmentalactivitiesand $19,863innetpensionliabilityforbusiness-typeactivities. 

RefertoNote7oftheNotestotheFinancialStatementsforascheduleshowingtheCity'slong-termdebtactivity. 

EconomicFactorsandNextYear'sBudget

TheCity'sappointedofficialsconsideredmanyfactorswhensettingthefiscalyear2016budget, rates, andfeesthatwill
bechargedbythefundsoftheCity.  ThemajorfactoraccountedforwhenadoptingtheGeneralFundbudgetwastohold
alllineitemsasmuchaspossibletothe2015finalbudget. 

ContactingtheCity'sFinancialManagement

Thisfinancialreportisdesignedtoprovideourresidents, customers, andcreditorswithageneraloverviewoftheCity's
financesandtoshowtheCity'saccountabilityforthemoneyitreceives.  Ifyouhaveanyquestionsaboutthisreportor
needadditionalinformation, contacttheCityofCosmos, Box614, Cosmos, Minnesota56228, (320) 877-7345, or
cosmoscity@mchsi.com. 
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFNETPOSITION
DECEMBER31, 2015

WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2014

GovernmentalBusiness-TypeTotals
ActivitiesActivities20152014

ASSETSANDDEFERRED
OUTFLOWSOFRESOURCES
Assets
Cash939,322$            203,738$            1,143,060$         928,770$             
Receivables
Accounts15,819 37,568 53,387 55,808
Interest1,560 1,560 679
Loans 6,451
DelinquentTaxes24,171 24,171 19,052
SpecialAssessments565,638 565,638 641,620

DuefromOtherGovernmentalUnits5,909 5,909 27,777
PrepaidItems7,933 2,969 10,902 13,170
CapitalAssets
AssetsNotBeingDepreciated126,530 126,530 79,292
OtherCapitalAssets, NetofDepreciation971,917 2,998,197 3,970,114 4,183,582

TotalAssets2,658,799 3,242,472 5,901,271 5,956,201

DeferredOutflowsofResources
RelatedtoPensions11,866 2,784 14,650

TotalAssetsandDeferred
OutflowsofResources2,670,665$         3,245,256$         5,915,921$         5,956,201$          

LIABILITIES, DEFERREDINFLOWSOF
RESOURCESANDNETPOSITIONRESOURCESANDNETPOSITION
Liabilities
AccountsPayable17,249$              15,419$              32,668$              22,587$               
SalariesPayable777 318 1,095 3,411
DuetoOtherGovernmentalUnits2,875 2,875 2,512
AccruedInterestPayable7,139 5,016 12,155 7,297
CustomerDeposits3,878 6,049 9,927 9,927
NoncurrentLiabilities
DueWithinOneYear56,000 92,000 148,000 147,000
DueinMoreThanOneYear574,050 993,807 1,567,857 1,626,684

TotalLiabilities661,968 1,112,609 1,774,577 1,819,418

DeferredInflowsofResources
RelatedtoPensions15,731 4,385 20,116

NetPosition
NetInvestmentinCapitalAssets543,447 1,932,253 2,475,700 2,490,771
Restrictedfor
DebtService878,668 878,668 728,223
CapitalImprovements 175,071
RevolvingLoan6,391 6,391 12,842
Unrestricted564,460 196,009 760,469 729,876

TotalNetPosition1,992,966 2,128,262 4,121,228 4,136,783

TotalLiabilities, DeferredInflowsof
ResourcesandNetPosition2,670,665$         3,245,256$         5,915,921$         5,956,201$          

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

RECONCILIATIONOFTHEGOVERNMENTALFUNDS
BALANCESHEETTOTHESTATEMENTOFNETPOSITION

DECEMBER31, 2015
WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2014

20152014

TotalFundBalances - GovernmentalFunds945,764$           760,084$            

AmountsreportedforgovernmentalactivitiesintheStatementofNetPosition
aredifferentbecause: 

Capitalassetsusedingovernmentalactivitiesarenotfinancialresourcesand
thereforearenotreportedasassetsinthegovernmentalfunds. 
GovernmentalCapitalAssets2,819,837 2,765,446
Less:  AccumulatedDepreciation(1,721,390)        (1,606,372)         

Certainreceivableswillbecollectedinsubsequentyears, butarenot
availablesoonenoughtopayforthecurrentperiod'sexpendituresand, 
therefore, aredeferredinthefunds. 
LoansReceivable 6,451
DelinquentTaxes 19,05224,171
SpecialAssessments565,638 641,620

Deferredoutflowsandinflowsofresourcesrelatedtopensionsareapplicable
tofutureperiodsand, therefore, arenotreportedinthefunds. 
DeferredOutflowsofResourcesRelatedtoPensions11,866
DeferredInflowsofResourcesRelatedtoPensions(15,731)              

Long-termliabilities, includingbondspayable, arenotdueandpayableinthe
currentperiodandthereforearenotreportedasliabilitiesinthefunds. 
BondsandNotesPayable(555,000)           (610,000)            
CompensatedAbsences(631)                  (1,581)                
NetPensionLiability(74,419)              
AccruedInterestPayable(7,139)               (1,738)                

TotalNetPosition - GovernmentalActivities1,992,966$        1,972,962$         

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

RECONCILIATIONOFTHESTATEMENTOFREVENUES, EXPENDITURES
ANDCHANGESINFUNDBALANCESOFGOVERNMENTALFUNDS

TOTHESTATEMENTOFACTIVITIES
YEARENDEDDECEMBER31, 2015

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

20152014

TotalNetChangeinFundBalances - GovernmentalFunds185,680$           39,295$              

AmountsreportedforgovernmentalactivitiesintheStatementofActivities
aredifferentbecause: 

Capitaloutlaysarereportedinthegovernmentalfundsasexpenditures. 
However, intheStatementofActivities, thecostofthoseassetsisallocatedoverthe
estimatedusefullivesasdepreciationexpense. 

CapitalOutlay 137,33867,137
DepreciationExpense(117,843)           (118,333)            
Gain (Loss) onAssetDisposals(9,921)               (7,472)                

RevenuesintheStatementofActivitiesthatdonoprovidecurrentfinancial
resourcesarenotreportedasrevenuesinthefunds. 

LoansReceivable               ( 6,451) 
DelinquentTaxes 8,9285,119
SpecialAssessments(75,982)             (28,444)              

IntheStatementofActivities, certainoperatingexpenses - compensatedabsences - 
aremeasuredbytheamountsearnedduringtheyear.  Inthegovernmentalfunds, 
however, expendituresfortheseitemsaremeasuredbytheamountof
financialresourcesused (essentially, theamountsactuallypaid). 
CompensatedAbsences950                    (449)                   
NetPensionLiability 625

Bondproceedsprovidecurrentfinancialresourcestogovernmentalfunds, but
issuingdebtincreaseslong-termliabilitiesintheStatementofNetPosition. 
Repaymentofbondprincipalisanexpenditureinthegovernmentalfunds,  
buttherepaymentreduceslong-termliabilitiesintheStatementofNetPosition. 
PrincipalRetirementofLong-TermDebt55,000 28,000
ChangeinAccruedInterestPayable(5,401)               64

ChangeinNetPosition - GovernmentalActivities98,913$             58,927$              

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

GENERALFUND
YEARENDEDDECEMBER31, 2015

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

20152014
Over
Under) 

BudgetedAmountsFinal
OriginalFinalActualBudgetActual

REVENUES
Taxes268,977$       268,977$       265,602$       (3,375)$          245,609$        
SpecialAssessments4,500 4,500                                   (4,500)             
LicensesandPermits5,750 5,750 8,933 3,183 4,214
Intergovernmental158,665 158,665 175,083 16,418 164,234
ChargesforServices66,855 66,855 83,313 16,458 106,267
FinesandForfeits500 500 416                (84)                 217
InterestIncome1,000 1,000 1,096 96 2,910
RefundsandReimbursements2,000 2,000 9,050 7,050 13,632
Donations500 500 3,100 2,600 25
Miscellaneous1,500 1,500 568                (932)               7,489

TotalRevenues510,247 510,247 547,161 36,914 544,597

EXPENDITURES
Current
GeneralGovernment166,338 166,338 137,492         (28,846)          125,705
PublicSafety100,331 100,331 94,870           (5,461)            132,175
PublicWorks 96647,           96647,           67320,          ( 29327),           90869, PublicWorks966479664767320( 29327) 90869
CultureandRecreation36,220 36,220 39,061 2,841 39,868

CapitalOutlay
GeneralGovernment15,000 15,000                                 (15,000)          2,793
PublicSafety15,000 15,000 6,000             (9,000)            92,259
PublicWorks20,000 20,000           ( 20,000)          11,198
CultureandRecreation3,500 3,500 3,760 260 6,962

TotalExpenditures453,036 453,036 348,503         (104,533)        501,829
Excess (Deficiency) ofRevenues
Over (Under) Expenditures57,211 57,211 198,658 141,447 42,768

OTHERFINANCINGSOURCES (USES) 
TransfersOut(49,313)          (49,313)          (51,021)          (1,708)            (94,178)           
SaleofAssets 11,949

TotalOtherFinancing
Sources (Uses)(49,313)          (49,313)          (51,021)          (1,708)            (82,229)           

NetChangeinFundBalances7,898$           7,898$           147,637 139,739$       (39,461)           

FUNDBALANCE, BEGINNINGOFYEAR,  
163,723303,261ASORIGINALLYSTATED

178,999PRIORPERIODADJUSTMENT

FUNDBALANCE, BEGINNINGOFYEAR,  
342,722303,261ASRESTATED

FUNDBALANCE, ENDOFYEA$       303,261450,898$        R
SeeAccompanyingNotestotheFinancialStatements

19



CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

TRASHCOLLECTIONSPECIALREVENUEFUND
YEARENDEDDECEMBER31, 2015

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

2015 2014
Over
Under) 

BudgetedAmountsFinal
OriginalFinalActualBudgetActual

REVENUES
ChargesforServices40,000$      40,000$      39,329$      (671)$          41,912$       
InterestIncome 16

TotalRevenues40,000 40,000 39,329        (671)            41,928

EXPENDITURES
Current
Sanitation39,000 39,000 34,186        (4,814)         39,176

NetChangeinFundBalances1,000$        1,000$        5,143 4,143$        2,752

FUNDBALANCE, BEGINNINGOFYEAR9,973 7,221

FUNDBALANCE, ENDOFYEA$      9,97315,116$         R

SeeAccompanyingNotestotheFinancialStatements
20



CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

REDEVELOPMENTREVOLVINGLOANSPECIALREVENUEFUND
YEARENDEDDECEMBER31, 2015

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

2015 2014
Over
Under) 
FinalBudgetedAmounts

OriginalFinalActualBudgetActual

REVENUES

EXPENDITURES

NetChangeinFundBalances0$               0$               0 0$               0

FUNDBALANCE, BEGINNINGOFYEAR6,391 6,391

FUNDBALANCE, ENDOFYEA$        6,3916,391$          R

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFNETPOSITION
PROPRIETARYFUNDS
DECEMBER31, 2015

WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2014

Business-TypeActivities - EnterpriseFunds
Totals

SewerWater20152014

ASSETSANDDEFERREDOUTFLOWSOFRESOURCES
Assets

CurrentAssets
Cash150,780$     52,958$       203,738$     194,351$      
AccountsReceivable8,536 29,032 37,568 37,388
PrepaidItems1,096 1,873 2,969 2,969

TotalCurrentAssets160,412 83,863 244,275 234,708

NoncurrentAssets
CapitalAssets
OtherCapitalAssets, NetofDepreciation243,855 2,754,342 2,998,197 3,103,800
TotalAssets404,267 2,838,205 3,242,472 3,338,508

DeferredOutflowsofResources
RelatedtoPensions1,044 1,740 2,784

2,839,945405,311$  3,245,256$  3,338,508$ TotalAssetsandDeferredOutflowsofResources

LIABILITIES, DEFERREDINFLOWSOF
RESOURCESANDNETPOSITION
Liabilities

CurrentLiabilities
AccountsPayable1,394$         14,025$       15,419$       304$             
SalariesPayable159 159 318 672
AccruedInterestPayable5,016 5,016 5,559
CustomerDeposits2,175 3,874 6,049 6,049
CurrentPortionofNotePayable92,000 92,000 92,000

TotalCurrentLiabilities3,728 115,074 118,802 104,584

NoncurrentLiabilities
NotePayable, NetofCurrentPortion973,944 973,944 1,070,103
NetPensionLiability7,449 12,414 19,863

TotalNoncurrentLiabilities7,449 986,358 993,807 1,070,103
TotalLiabilities11,177 1,101,432 1,112,609 1,174,687

DeferredInflowsofResources
RelatedtoPensions1,644 2,741 4,385

NetPosition
NetInvestmentinCapitalAssets243,855 1,688,398 1,932,253 1,941,697
Unrestricted148,635 47,374 196,009 222,124

TotalNetPosition392,490 1,735,772 2,128,262 2,163,821

TotalLiabilities, DeferredInflowsof
ResourcesandNetPosition405,311$     2,839,945$  3,245,256$  3,338,508$ 

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENSESANDCHANGESINNETPOSITION
PROPRIETARYFUNDS

YEARENDEDDECEMBER31, 2015
WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

Business-TypeActivities - EnterpriseFunds
Totals

SewerWater20152014

OPERATINGREVENUES
SewerCharges54,290$         $                    54,290$         58,675$          
WaterCharges 165,624165,624 163,651

TotalOperatingRevenues54,290 165,624 219,914 222,326

OPERATINGEXPENSES
SalariesandBenefits11,122 15,273 26,395 28,832
Insurance3,480 4,103 7,583 8,933
Supplies 18,684 4,509 23,193 21,550
MaintenanceandRepair4,282 11,297 15,579 26,306
Testing 1,959
Electricity1,715 9,206 10,921 9,448
Telephone 470470 463
Miscellaneous1,163 3,781 4,944 7,082
Depreciation18,855 113,116 131,971 124,248

TotalOperatingExpenses59,301 161,755 221,056 228,821
OperatingIncome (Loss)(5,011)           3,869             (1,142)           (6,495)            

NONOPERATINGREVENUES (EXPENSES) 
InterestIncome425 79 504
OtherIncome 2,124 2,124 50
InterestExpense         ( 15,328)(15,328)         (16,341)          

TotalNonoperating
Revenues (Expenses)425                (13,125)         ( 12,700)         (16,291)          

Income (Loss) BeforeTransfers(4,586)           (9,256)           (13,842)         (22,786)          

TRANSFERS
TransfersIn 102,701
TransfersOut         ( 57,993) 

TotalTransfers0 0 0 44,708
ChangeinNetPosition(4,586)           (9,256)           (13,842)         21,922

NETPOSITION, BEGINNINGOFYEAR,  
ASORIGINALLYSTATED405,220 1,758,601 2,163,821 2,141,899

PRIORPERIODADJUSTMENT(8,144)           (13,573)         (21,717)          

NETPOSITION, BEGINNINGOFYEAR, ASRESTATED397,076 1,745,028 2,142,104 2,141,899

1,735,772392,490$    2,128,262$    2,163,821$     NETPOSITION, ENDOFYEAR

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFCASHFLOWS
PROPRIETARYFUNDS

YEARENDEDDECEMBER31, 2015
WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

Business-TypeActivities - EnterpriseFunds
Totals

SewerWater20152014

CASHFLOWSFROMOPERATING
ACTIVITIES
ReceiptsfromCustomers54,506$          165,228$        219,734$        234,897$ 
PaymentstoSuppliers(21,701)          (1,956)            (23,657)          ( 59,144) 
PaymentstoOtherSources(6,358)            (17,560)          (23,918)          ( 28,807) 
PaymentstoEmployees(11,327)          (15,675)          (27,002)          ( 28,465) 

NetCashProvided (Used) by
OperatingActivities15,120 130,037 145,157 118,481

CASHFLOWSFROMNONCAPITAL
FINANCINGACTIVITIES
TransfersIn (Out)                       44,708

CASHFLOWSFROMCAPITALAND
RELATEDFINANCINGACTIVITIES
OtherReceipts2,124 2,124 50
ProceedsfromNotePayable 19,344
PrincipalPaymentsonNotePayable(96,159)          (96,159)          ( 90,032) 
InterestPaymentsonNotePayable(15,871)          (15,871)          ( 16,478) 
AcquisitionofCapitalAssets(26,368)          (26,368)          ( 104,616) 

NetCashProvided (Used) byCapital
andRelatedFinancingActivities0                     (136,274)        ( 136,274)        ( 191,732) 

CASHFLOWSFROMINVESTING
ACTIVITIES
InterestIncome425 79 504

NetIncrease (Decrease) in
CashandCashEquivalents15,545            (6,158)            9,387              ( 28,543) 

CASHANDCASHEQUIVALENTS,  
BEGINNINGOFYEAR135,235 59,116 194,351 222,894

CASHANDCASHEQUIVALENTS, 
ENDOFYEAR150,780$        52,958$          203,738$        194,351$ 

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFCASHFLOWS
PROPRIETARYFUNDS

YEARENDEDDECEMBER31, 2015
WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

Business-TypeActivities - EnterpriseFunds
Totals

SewerWater20152014

RECONCILIATIONOFOPERATING
INCOME (LOSS) TOCASHFLOWS
FROMOPERATINGACTIVITIES
OperatingIncome (Loss)(5,011)$          3,869$            (1,142)$          (6,495)$ 
AdjustmentstoReconcileOperating

Income (Loss) toNetCashProvided
Used) byOperatingActivities
Depreciation18,855 113,116 131,971 124,248
PensionRelatedAdjustments(95)                 (158)               ( 253) 
Increase) DecreaseinAssets
AccountsReceivable216                 (396)               (180)               ( 2,854) 
DuefromOtherGovernments 15,425
PrepaidItems                                                                     (922) 

Increase (Decrease) inLiabilities
AccountsPayable1,265 13,850 15,115            ( 11,288) 
SalariesPayable(110)               (244)               (354)               367

NetCashProvided (Used) by
OperatingActivities15,120$          130,037$        145,157$        118,481$ 

SeeAccompanyingNotestotheFinancialStatements
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CITYOFCOSMOS, MINNESOTA

NOTESTOTHEFINANCIALSTATEMENTS
DECEMBER31, 2015

NOTE1.SUMMARYOFSIGNIFICANTACCOUNTINGPOLICIES

A.REPORTINGENTITY

TheCityofCosmos, Minnesota, isastatutorycitygovernedbyanelectedmayorandfourcouncil
members.  Theaccompanyingfinancialstatementspresentthegovernmententitiesforwhichthe
governmentisconsideredtobefinanciallyaccountable. 

ThefinancialstatementspresenttheCityanditscomponentunits.  TheCityincludesallfunds,  
organizations, institutions, agencies, departmentsandofficesthatarenotlegallyseparatefromsuch.   
ComponentunitsarelegallyseparateentitiesforwhichtheCityisfinanciallyaccountable, orforwhichthe
exclusionofthecomponentunitwouldrenderthefinancialstatementsoftheCitymisleading. 

ThecriteriausedtodetermineiftheCityisfinanciallyaccountableforacomponentunitincludeswhether
ornot1) theCityappointsthevotingmajorityofthepotentialcomponentunit'sgoverningbodyandisable
toimposeitswillonthepotentialcomponentunitorisinarelationshipoffinancialbenefitorburdenwith
thepotentialcomponentunit, or2) thepotentialcomponentunitisfiscallydependentonandthereisa
potentialforthepotentialcomponentunittoprovidespecificfinancialbenefitsto, orimposespecific
financialburdenson, theCity. 

Asaresultofapplyingthecomponentunitdefinitioncriteriaabove, oneorganizationhasbeendefined
andispresentedinthisreportasfollows: 

BlendedComponentUnit - ReportedasiftheywerepartoftheCity. 

Fromthecategoryabove, thespecificentityisidentifiedasfollows: 

BlendedComponentUnit

TheCosmosEconomicDevelopmentAuthority (EDA) isalegalentityseparatefromtheCity.  Although
legallyseparate, theCosmosEDAisreportedasifitwerepartoftheprimarygovernmentbecauseit
providesservicesexclusivelyfortheCity.  SeparatefinancialstatementsarenotpreparedfortheCosmos
EDA. 

B.GOVERNMENT-WIDEANDFUNDFINANCIALSTATEMENTS

Thegovernment-widefinancialstatements (i.e., theStatementofNetPositionandtheStatementof
Activities) reportinformationonallofthenonfiduciaryactivitiesoftheCity.  Governmentalactivities, which
normallyaresupportedbytaxesandintergovernmentalrevenues, arereportedseparatelyfrombusiness- 
typeactivities, whichrelytoasignificantextentonfeesandchargesforsupport. 
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CITYOFCOSMOS, MINNESOTA

NOTESTOTHEFINANCIALSTATEMENTS
DECEMBER31, 2015

SUMMARYOFSIGNIFICANTACCOUNTINGPOLICIES Cont'd) NOTE1. 

Cont'd) GOVERNMENT-WIDEANDFUNDFINANCIALSTATEMENTSB. 

TheStatementofActivitiesdemonstratesthedegreetowhichthedirectexpensesofagivenfunctionor
segmentisoffsetbyprogramrevenues.  Directexpensesarethosethatareclearlyidentifiablewitha
specificfunctionorsegment.  Interestongenerallong-termdebtisconsideredanindirectexpenseandis
reportedseparatelyintheStatementofActivities.  Programrevenuesinclude1) chargestocustomersor
applicantswhopurchase, useordirectlybenefitfromgoods, servicesorprivilegesprovidedbyagiven
functionorsegmentand2) grantsandcontributionsthatarerestrictedtomeetingtheoperationalor
capitalrequirementsofaparticularfunctionorsegment.  Taxesandotheritemsnotproperlyincluded
amongprogramrevenuesarereportedinsteadasgeneralrevenues.  Internallydedicatedrevenuesare
reportedasgeneralrevenuesratherthanprogramrevenues. 

Separatefinancialstatementsareprovidedforgovernmentalfundsandproprietaryfunds.  Major
individualgovernmentalfundsandmajorindividualenterprisefundsarereportedasseparatecolumnsin
thefundfinancialstatements. 

C.MEASUREMENTFOCUS, BASISOFACCOUNTINGANDFINANCIALSTATEMENTPRESENTATION

Thegovernment-widefinancialstatementsarereportedusingtheeconomicresourcesmeasurement
focusandtheaccrualbasisofaccounting, asaretheproprietaryfundfinancialstatements.  Revenues
arerecordedwhenearnedandexpensesarerecordedwhenaliabilityisincurred, regardlessofthetiming
ofrelatedcashflows.  Propertytaxesarerecognizedasrevenuesintheyearforwhichtheyarelevied.   
Grantsandsimilaritemsarerecognizedasrevenueassoonasalleligibilityrequirementsimposedbythe
providerhavebeenmet. 

Governmentalfundfinancialstatementsarereportedusingthecurrentfinancialresourcesmeasurement
focusandthemodifiedaccrualbasisofaccounting.  Revenuesarerecognizedassoonastheyareboth
measurableandavailable.  Revenuesareconsideredtobeavailablewhentheyarecollectiblewithinthe
currentperiodorsoonenoughthereaftertopayliabilitiesofthecurrentperiod.  Forthispurpose, theCity
considersrevenuestobeavailableiftheyarecollectedwithin60daysoftheendofthecurrentfiscal
period.  Expendituresgenerallyarerecordedwhenaliabilityisincurred, asunderaccrualaccounting.   
However, debtserviceexpenditures, aswellasexpendituresrelatedtocompensatedabsencesand
claimsandjudgments, arerecordedonlywhenpaymentisdue. 

Propertytaxes, specialassessments, intergovernmentalrevenue, chargesforservices, franchisetaxes,  
licensesandinterestassociatedwiththecurrentfiscalperiodareallconsideredtobesusceptibleto
accrualandsohavebeenrecognizedasrevenuesofthecurrentfiscalperiod.  Allotherrevenueitems
areconsideredtobemeasurableandavailableonlywhencashisreceivedbytheCity. 

TheCityreportsthefollowingmajorgovernmentalfunds: 

istheCity'sprimaryoperatingfund.  ThisfundaccountsforallfinancialresourcesofTheGeneralFund
thegeneralCity, exceptthoserequiredtobeaccountedforinanotherfund. 

isusedtoaccountfortheuserchargesreceivedandTheTrashCollectionSpecialRevenueFund
expendituresinrelationtotrashcollection. 
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CITYOFCOSMOS, MINNESOTA

NOTESTOTHEFINANCIALSTATEMENTS
DECEMBER31, 2015

SUMMARYOFSIGNIFICANTACCOUNTINGPOLICIES Cont'd) NOTE1. 

C. MEASUREMENTFOCUS, BASISOFACCOUNTINGANDFINANCIALSTATEMENTPRESENTATION
Cont'd) 

isusedtoaccountfortheaccumulationofTheRedevelopmentRevolvingLoanSpecialRevenueFund
revenuesandexpendituresforredevelopmentloans. 

isusedtoaccountfortheaccumulationofresourcesThe2011AG.O. ImprovementDebtServiceFund
for, andthepaymentofthedebtprincipal, interest, andrelatedcosts. 

The2013AG.O. ImprovementDebtServiceFundisusedtoaccountfortheaccumulationofresources
for, andthepaymentofthedebtprincipal, interest, andrelatedcosts. 

isusedtoaccountforthefinancialresourcestobeusedThePublicWorksReserveCapitalProjectsFund
forcapitalimprovements. 

isusedtoaccountforthefinancialresourcestobeusedforTheBuildingReserveCapitalProjectsFund
buildingrehabilitation, construction, anddemolition. 

isusedtoaccountforthefinancialresourcestobeThe2013ImprovementProjectCapitalProjectsFund
usedfortheconstructionofthestreet, watermainandsewermainproject. 

TheCityreportsthefollowingmajorenterprisefunds: 

accountsfortheoperationsoftheCity'ssewerutility. TheSewerFund

TheWaterFundaccountsfortheoperationsoftheCity'swaterutility. 

Asageneralrule, theeffectofinterfundactivityhasbeeneliminatedfromthegovernment-widefinancial
statements.  ExceptionstothisgeneralrulearechargesbetweentheCity'sutilityfunctionsandvarious
otherfunctionsoftheCity.  Eliminationofthesechargeswoulddistortthedirectcostsandprogram
revenuesreportedforthevariousfunctionsconcerned. 

Proprietaryfundsdistinguishoperatingrevenuesandexpensesfromnonoperatingitems.  Operating
revenuesandexpensesgenerallyresultfromprovidingservicesandproducinganddeliveringgoodsin
connectionwithaproprietaryfund'sprincipalongoingoperations.  Theprincipaloperatingrevenuesofthe
enterprisefundsarechargestocustomersforsalesandservices.  Operatingexpensesforenterprise
fundsincludethecostofsalesandservices, administrativeexpensesanddepreciationoncapitalassets.   
Allrevenuesandexpensesnotmeetingthisdefinitionarereportedasnonoperatingrevenuesand
expenses. 

ItisgenerallytheCity'spolicytouserestrictedresourcesfirst, thenunrestrictedresourcesastheyare
neededwhenanexpenseisincurredforpurposesforwhichbothrestrictedandunrestrictednetposition
areavailable. 

TheCity'scashandcashequivalentsareconsideredtobecashonhand, depositsandhighlyliquiddebt
instrumentspurchasedwithoriginalmaturitiesofthreemonthsorlessfromthedateofacquisition. 
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D.DEPOSITSANDINVESTMENTS

TheCitymayinvestinthefollowingtypesofinvestmentsasauthorizedbyMinn. Stat. §§118A.04and
118A.05: 

1) securitieswhicharedirectobligationsorareguaranteedorinsuredissuesoftheUnitedStates, its
agencies, itsinstrumentalities, ororganizationscreatedbyanactofCongress, exceptmortgage- 
backedsecuritiesdefinedas "highrisk" byMinn. Stat. §118A.04, subd. 6; 

2) mutualfundsthroughsharesofregisteredinvestmentcompaniesprovidedthemutualfundreceives
certainratingsdependingonitsinvestments; 

3) generalobligationsoftheStateofMinnesotaanditsmunicipalities, andincertainstateagencyand
localobligationsofMinnesotaandotherstatesprovidedsuchobligationshavecertainspecifiedbond
ratingsbyanationalbondratingservice; 

4) timedepositsthatarefullyinsuredbytheFederalDepositInsuranceCorporationorbankers
acceptancesofUnitedStatesbank; 

5) commercialpaperissuedbyUnitedStatescorporationsortheirCanadiansubsidiariesthatisratedin
thehighestqualitycategorybyatleasttwonationallyrecognizedratingagenciesandmaturesin270
daysorless; and

6) withcertainrestrictions, inrepurchaseagreements, securitieslendingagreements, jointpowers
investmenttrusts, andguaranteedinvestmentcontracts. 

Cashwascomprisedofdepositsandnon-negotiablecertificatesofdeposits. 

TheCitydoesnothaveaninvestmentpolicyinplace. 

CustodialCreditRisk - Deposits:  Fordeposits, thisistheriskthatintheeventofbankfailure, theCity's
depositsmaynotbereturnedtoit.  MinnesotaStatutesrequireallCitydepositsbeprotectedby
insurance, suretybond, orcollateral.  Themarketvalueofcollateralpledgedmustequal110percent.  

AuthorizedcollateralincludestheobligationsoftheU.S. Treasury, agencies, andinstrumentalities, shares
ofinvestmentcompanieswhoseonlyinvestmentsareintheaforementionedsecurities, obligationsofthe
StateofMinnesotaoritsmunicipalities, bankers' acceptances, futurescontracts, repurchaseandreverse
repurchaseagreements, andcommercialpaperofthehighestqualitywithamaturityofnolongerthan
270days, aswellascertainfirstmortgagenotes, andcertainotherstateorlocalgovernmentobligations.   
MinnesotaStatutesrequirethatsecuritiespledgedascollateralbeheldinsafekeepingbytheCity
treasurerorinafinancialinstitutionotherthanthatfurnishingthecollateral. 

TheCitydoesnothaveapolicythatfurtherlimitsitscollateralchoices. 

InterestRateRisk:  Thisistheriskthatmarketvaluesofsecuritiesinaportfoliowoulddecreasedueto
changesinmarketinterestrates.   
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Cont'd) DEPOSITSANDINVESTMENTSD. 

CreditRisk:  Creditriskistheriskthatanissuerorothercounterpartytoaninvestmentwillnotfulfillits
obligations.  Statelawlimitsinvestmentsincommercialpaperandcorporatebondstothetoptworatings
issuedbynationallyrecognizedstatisticalratingorganizations.   

ConcentrationofCreditRisk:  Thisistheriskoflossattributedtothemagnitudeofaninvestmentina
singleissuer.  Investmentsshouldbediversifiedtoavoidincurringunreasonableriskinherentinover
investinginspecificinstruments, individualfinancialinstitutionsormaturities.  

CustodialCreditRisk - Investments:  Foraninvestment, thisistheriskthatintheeventofthefailureof
thecounterparty, theCitywillnotbeabletorecoverthevalueofitsinvestmentsorcollateralsecurities
thatareinthepossessionofanoutsideparty.  

E.RECEIVABLESANDPAYABLES

Activitybetweenfundsthatarerepresentativeoflending/borrowingarrangementsoutstandingattheend
ofthefiscalyeararereferredtoaseither "dueto/fromotherfunds" (i.e., thecurrentportionofinterfund
loans) or "advancesto/fromotherfunds" (i.e., thenoncurrentportionofinterfundloans).  Allother
outstandingbalancesbetweenfundsarereportedas "dueto/fromotherfunds."  Anyresidualbalances
outstandingbetweenthegovernmentalactivitiesandbusiness-typeactivitiesarereportedinthe
government-widefinancialstatementsas "internalbalances." 

Alltradeandpropertytaxreceivablesareshownatagrossamountsincebothareassessabletothe
propertytaxesandarecollectibleuponthesaleofproperty. 

TheCityleviesitspropertytaxforthesubsequentyearduringthemonthofDecember.  December30this
thelastdaytheCitycancertifyataxlevytotheCountyAuditorforcollectionthefollowingyear.  Such
taxesbecomealienonJanuary1andarerecordedasreceivablesbytheCityatthatdate.  Theproperty
taxisrecordedasrevenuewhenitbecomesmeasurableandavailable.  MeekerCountyisthecollecting
agencyforthelevyandremitsthecollectionstotheCitythreetimesayear.  Thetaxlevynoticeismailed
inMarchwiththefirsthalfpaymentdueonMay15andthesecondhalfpaymentdueonOctober15.   
TaxesnotcollectedasofDecember31eachyearareshownasdelinquenttaxesreceivable. 

TheCountyAuditorpreparesthetaxlistforalltaxablepropertyintheCity, applyingtheapplicabletaxrate
tothetaxcapacityofindividualproperties, toarriveattheactualtaxforeachproperty.  TheCounty
Auditoralsocollectsallspecialassessments, exceptforcertainprepaymentspaiddirectlytotheCity. 

TheCountyAuditorsubmitsthelistoftaxesandspecialassessmentstobecollectedoneachparcelof
propertytotheCountyTreasurerinJanuaryofeachyear. 

F.PREPAIDITEMS

Certainpaymentstovendorsreflectcostsapplicabletofutureaccountingperiodsandarerecordedas
prepaiditemsinbothgovernment-wideandfundfinancialstatements. 
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G.CAPITALASSETS

Capitalassets, bothtangibleandintangible, whichincludeproperty, plant, equipment, andinfrastructure
assets (e.g., roads, sidewalks, andsimilaritems) arereportedintheapplicablegovernmentalorbusiness- 
typeactivitiescolumninthegovernment-widefinancialstatements.  CapitalassetsaredefinedbytheCity
asassetswithaninitial, individualcostofmorethan $1,000andanestimatedusefullifeinexcessoftwo
years.   

Suchassetsarerecordedathistoricalcostorestimatedhistoricalcostifpurchasedorconstructed.   
Donatedcapitalassetsarerecordedatestimatedfairmarketvalueatthedateofdonation. 

Thecostsofnormalmaintenanceandrepairsthatdonotaddtothevalueoftheassetormaterially
extendassetslivesarenotcapitalized. 

Majoroutlaysforcapitalassetsandimprovementsarecapitalizedasprojectsareconstructed.  Interest
incurredduringtheconstructionphaseofcapitalassetsofbusiness-typeactivitiesisincludedaspartof
thecapitalizedvalueoftheassetsconstructed.  Duringthecurrentperiod, theCitydidnothaveany
capitalizedinterest. 

Tangibleandintangibleassetsarecapitalizedwhenacquired, anddepreciationisprovidedusingthe
straight-linemethodappliedovertheirestimatedusefullivesoftheassets.  Usefullivesvaryfrom7to40
yearsforbuildingsandimprovementsotherthanbuildings, and3to15yearsformachineryand
equipment. 

Capitalassetsnotbeingdepreciatedincludelandandconstructioninprogress, ifany. 

TheCitydoesnotpossessanymaterialamountsofintangiblecapitalassets. 

H.DEFERREDOUTFLOWSOFRESOURCES

Inadditiontoassets, thestatementoffinancialpositionwillsometimesreportaseparatesectionfor
deferredoutflowsofresources.  Deferredoutflowsofresourcesrepresentsaconsumptionofnetposition
thatappliestoafuturereportingperiod.  Duringthatfutureperiod, itwillberecognizedasanoutflowof
resources (expense/expenditure).  TheCityhasoneitemthatqualifiesforreportinginthiscategoryonthe
government-wideandproprietaryfundStatementofNetPositionwhichisrelatedtopensions. 

I.UNEARNEDREVENUE

Unearnedrevenueariseswhenassetsarerecognizedbeforerevenuerecognitioncriteriahavebeen
satisfied.  Grantsandcertainotherpaymentsreceivedbeforeeligibilityrequirementsaremetarealso
recordedasunearnedrevenue. 
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J.COMPENSATEDABSENCES

Theliabilityforcompensatedabsencesreportedinthefinancialstatementsconsistsofunpaid,  
accumulatedcompensatorytimebalances.  Theliabilityhasbeencalculatedusingthevestingmethod, in
whichleaveamountsforbothemployeeswhocurrentlyareeligibletoreceiveterminationpaymentsand
otheremployeeswhoareexpectedtobecomeeligibleinthefuturetoreceivesuchpaymentsupon
terminationareincluded.  Theliabilityforcompensatedabsencesisreportedinthegovernmentalfunds
onlyiftheyhavematured, forexample, asaresultofemployeeresignationsandretirements.   
Compensatedabsencesareaccruedwhenincurredinthegovernment-widefinancialstatements.  The
government-wideStatementofNetPositionreportsbothcurrentandnoncurrentportionsofcompensated
absencesusingfullaccrualaccounting.  Thecurrentportionconsistsofanamountbasedonexpectedor
knownretirementscominginthenextfiscalyear.  Thenoncurrentportionconsistsoftheremaining
amountoftotalcompensatorytime. 

Full-time, permanentCityemployeesearnvacationdaysbaseduponthenumberofcompletedyearsof
service.  TheCitydoesnotcompensateemployeesforunusedvacationuponterminationofemployment.   
Accordingly, theexpenditureforvacationisrecognizedwhentaken.  Employeesareentitledtopaidsick
leaveattherateofonedaypermonthuptoatotalof800hours.  Employeesarenotcompensatedfor
unusedsickleaveuponterminationofemployment.  Sickpayisrecordedasanexpenditurewhen
paymentismade.  TheCityhasnoseverancepayplaninwhichtheemployeesarevested.  Employees
areeligibleforcompensatorytime.  Employeesarecompensatedforunusedcompensatorytimeupon
terminationofemployment. 

K.POSTEMPLOYMENTBENEFITSOTHERTHANPENSIONS

EmployeesoftheCitypayhealthcarepremiumsbasedontheirageandlevelofcoverage.  Sincethe
insurancerateisbasedonage, theCitydoesnothaveanimplicitratesubsidyfactorinpostemployment
healthcareexpenses.  Additionally, MinnesotaStatutesrequiretheCitytoallowretiredemployeestostay
onthehealthcareplanwiththeretireeresponsibletopaytheentirepremiumforcontinuationcoverage.   
TheCity'spersonnelpolicydoesnotprovideforanycontributionsuponemployeeretirement. 

L.PENSIONS

Forpurposesofmeasuringthenetpensionliability, deferredoutflowsofresourcesanddeferredinflowsof
resourcesrelatedtopensions, andpensionexpense, informationaboutthefiduciarynetpositionofthe
PublicEmployeesRetirementAssociation (PERA) andadditionsto/deductionsfromPERA’sfiduciarynet
positionhavebeendeterminedonthesamebasisastheyarereportedbyPERA.  Forthispurpose, plan
contributionsarerecognizedasofemployerpayrollpaiddatesandbenefitpaymentsandrefundsare
recognizedwhendueandpayableinaccordancewiththebenefitterms.  Investmentsarereportedatfair
value. 

TheCityhaselectednottoreportthepensionrelateditemsfortheCity'sFireReliefAssociation. 
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M.LONG-TERMOBLIGATIONS

Inthegovernment-widefinancialstatementsandproprietaryfundtypesinthefundfinancialstatements,  
long-termdebtandotherlong-termobligationsarereportedasliabilitiesintheapplicablegovernmental
activities, business-typeactivitiesorproprietaryfundtypeStatementofNetPosition. 

Inthefundfinancialstatements, governmentalfundtypesrecognizebondpremiumsanddiscounts, as
wellasbondissuancecosts, duringthecurrentperiod.  Thefaceamountofdebtissuedisreportedas
otherfinancingsources.  Premiumsreceivedondebtissuancesarereportedasotherfinancingsources
whilediscountsondebtissuancesarereportedasotherfinancinguses.  Issuancecosts, whetherornot
withheldfromtheactualdebtproceedsreceived, arereportedasdebtserviceexpenditures. 

DEFERREDINFLOWSOFRESOURCESN. 

Inadditiontoliabilities, thestatementoffinancialpositionwillsometimesreportaseparatesectionfor
deferredinflowsofresources.  Deferredinflowsofresourcesrepresentsanacquisitionofnetpositionthat
appliestoafuturereportingperiod.  Duringthatfutureperiod, itwillberecognizedasaninflowof
resources (revenue).  TheCityhasitemsthatqualifyforreportinginthiscategoryonboththegovernment- 
wideandproprietaryfundStatementofNetPositionandthegovernmentalfundfinancialstatements
relatedtopropertytaxes, specialassessmentsandpensions. 

O.FUNDBALANCE

Inthegovernmentalfundfinancialstatements, fundbalanceisdividedintofiveclassificationsbased
primarilyontheextenttowhichtheCityisboundtoobserveconstraintsimposedupontheuseof
resourcesreportedingovernmentalfunds.  Theseclassificationsareasfollows: 

Nonspendable - consistsofamountsthatcannotbespentbecauseitisnotinspendableformorare
legallyorcontractuallyrequiredtobemaintainedintact, suchasinventoriesandprepaiditems. 

Restricted - consistsofamountsrelatedtoexternallyimposedconstraintsestablishedbycreditors,  
grantorsorcontributors; orconstraintsimposedbystatestatutoryprovisions. 

Committed - consistsofamountsthatareconstrainedforspecificpurposesthatareinternallyimposed
byformalactionoftheCityCouncil.  Thosecommittedamountscannotbeusedforanyotherpurpose
unlesstheCouncilremovesorchangesthespecifiedusebytakingthesametypeofactionitemployed
topreviouslycommitthoseamounts.  TheseconstraintsareestablishedbyResolutionoftheCity
Council. 

Assigned - consistsofamountsintendedtobeusedbytheCityforspecificpurposesbutdonotmeet
thecriteriatobeclassifiedasrestrictedorcommitted.  IngovernmentalfundsotherthantheGeneral
Fund, assignedfundbalancerepresentstheremainingamountthatisnotrestrictedorcommitted.  In
theGeneralFund, assignedamountsrepresentintendedusesestablishedbythegoverningbodyitself
orbyanofficialtowhichthegoverningbodydelegatestheauthority.  PursuanttoCityCouncil
Resolution, theCityClerk/Treasurerisauthorizedtoestablishassignmentsoffundbalance. 
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Cont'd) FUNDBALANCEO. 

Unassigned - istheresidualclassificationfortheGeneralFundandalsoreflectsnegativeresidual
amountsintheremaininggovernmentalfunds. 

TheCityusesrestrictedamountstobespentfirstwhenbothrestrictedandunrestrictedfundbalanceis
available.  Additionally, theCitywouldfirstusecommitted, thenassigned, andlastlyunassignedamounts
ofunrestrictedfundbalancewhenexpendituresaremade.   

P.NETPOSITION

Netpositionrepresentsthedifferencebetweenassetsplusdeferredoutflowsofresourcesandliabilities
plusdeferredinflowsofresourcesinthegovernment-wideandproprietaryfundfinancialstatements.  Net
investmentincapitalassetsconsistsofcapitalassets, netofaccumulateddepreciation, reducedbythe
outstandingbalanceofanylong-termdebtusedtobuildoracquirethecapitalassets.  Netpositionis
reportedasrestrictedinthegovernment-wideandproprietaryfundfinancialstatementswhenthereare
limitationsontheirusethroughexternalrestrictionsimposedbycreditors, grantorsorlawsorregulations
ofothergovernments.  Unrestrictednetpositionconsistsofallothernetpositionthatdoesnotmeetthe
definitionofrestrictedornetinvestmentincapitalassets.   

Q.USEOFESTIMATES

Thepreparationofthefinancialstatementsinconformitywithaccountingprinciplesgenerallyacceptedin
theUnitedStatesofAmericarequiresmanagementtomakeestimatesandassumptionsthataffectthe
reportedamountofassetsandliabilitiesanddisclosureofcontingentassetsandliabilitiesatthedateof
thefinancialstatementsandthereportedamountsofrevenuesandexpenditures/expensesduringthe
reportingperiod.  Actualresultscoulddifferfromthoseestimates. 

R.PRIORYEARINFORMATION

Thebasicfinancialstatementsincludecertainprior-yearpartialcomparativeinformationintotalbutnotat
thelevelofdetailrequiredforapresentationinconformitywithaccountingprinciplesgenerallyacceptedin
theUnitedStatesofAmerica.  Accordingly, suchinformationshouldbereadinconjunctionwiththe
government'sfinancialstatementsfortheyearendedDecember31, 2014, fromwhichthepartial
informationwasderived. 

NOTE2.STEWARDSHIP, COMPLIANCEANDACCOUNTABILITY

A.BUDGETARYINFORMATION

TheCityCounciladoptsanannualbudget.  Theamountsshowninthefinancialstatementsas "budget"  
representtooriginalbudgetedamounts andalltherevisionsmadeduringtheyear.  TheCityfollows
theseproceduresinestablishingthebudgetarydatareflectedinthefinancialstatements: 

1. BudgetrequestsaresubmittedbyalldepartmentheadstotheCityClerk.  TheCityClerkcompiles
thebudgetrequestsintoanoverallpreliminaryCitybudget.  TheCityClerkpresentstheproposed
budgettotheCityCouncil. 
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Cont'd) BUDGETARYINFORMATIONA. 

2. Publichearingsareconductedtoobtaintaxpayercomments. 

3. Thebudgetislegallyenactedthroughpassageofaresolutionafterobtainingtaxpayercomments.   
ThebudgetresolutionadoptedbytheCityCouncilsetsforththebudgetsatthefunctionlevelforthe
GeneralandSpecialRevenueFunds. 

4. BudgetsfortheGeneralandSpecialRevenueFundsareadoptedonabasisconsistentwith
accountingprinciplesgenerallyacceptedintheUnitedStatesofAmerica.  

5. Expendituresmaynotlegallyexceedbudgetedappropriationsatthedepartmentlevel.  Nofund's
budgetcanbeincreasedwithoutCityCouncilapproval.  TheCityCouncilmayauthorizetransferof
budgetedamountsbetweendepartmentswithinanyfund.  Managementmayamendbudgetswithina
departmentlevel, solongasthetotaldepartmentbudgetisnotchanged. 

6. AnnualappropriatedbudgetsareadoptedduringtheyearfortheGeneralandSpecialRevenue
Funds.  AnnualappropriatedbudgetsarenotadoptedforDebtServiceFundsbecauseeffective
budgetarycontrolisalternativelyachievedthroughbondindentureprovisions.  Budgetarycontrolfor
CapitalProjectsFundsisaccomplishedthroughtheuseofprojectcontrolsandformalappropriated
budgetsarenotadopted. 

7. BudgetedamountsareasoriginallyadoptedorasamendedbytheCityCouncil.  Individual
amendmentswerenotmaterialinrelationtotheoriginalamountsbudgeted.  Budgetedexpenditure
appropriationslapseatyear-end. 

Encumbrancesoutstandingatyear-endexpireandoutstandingpurchaseordersarecanceledandnot
reportedinthefinancialstatements. 

NOTE3.DEPOSITS

InaccordancewithapplicableMinnesotaStatutes, theCitymaintainsdepositsatdepositorybanksauthorized
bytheCityCouncil. 

CustodialCreditRisk - Deposits:  AsofDecember31, 2015, theCity'sbankbalanceswerenotexposedto
custodialcreditriskbecausetheywerefullyinsuredthroughtheFDICaswellascollateralizedwithsecurities
heldbythepledgingfinancialinstitution'strustdepartmentoragentandintheCity'sname. 
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Cashisasfollows: 

Book
Balance

PooledCashinCheckingAccount119,533$ 
PooledCashinSavingsAccount162,460
Non-NegotiableCertificatesofDeposit845,000
SpecialPurposeBankAccounts
Fire-Checking8,833
BuildingFund7,171
PettyCash63

TotalCash1,143,060$ 

NOTE4.RECEIVABLES

Receivablesareasfollows: 

Amountsnot
Scheduled

forCollection
Duringthe

TotalSubsequent
ReceivablesYear

GovernmentalActivities
Accounts15,819$         $                     
Interest1,560
DelinquentTaxes24,171
SpecialAssessments565,638 522,786

TotalGovernmentalActivities607,188$       522,786$ 

Business-TypeActivities
ccounts37,568$         0$ A
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Capitalassetactivityfortheyearwasasfollows: 

BeginningEnding
GovernmentalActivitiesBalanceIncreaseDecreaseBalance

CapitalAssets, NotBeingDepreciated
Land55,166$          22,032$         $                    77,198$ 
ConstructioninProgress24,126 25,206 49,332

TotalCapitalAssets, 
NotBeingDepreciated79,292 47,238 0 126,530

CapitalAssets, BeingDepreciated
Buildings166,235 166,235
ImprovementsOtherthanBuildings1,564,365 6,000 1,570,365
MachineryandEquipment955,554 13,899           (12,746)          956,707

TotalCapitalAssets
BeingDepreciated2,686,154 19,899           (12,746)          2,693,307

LessAccumulatedDepreciationfor
Buildings126,335 5,003 131,338
ImprovementsOtherthanBuildings918,627 46,729 965,356
MachineryandEquipment561,410 66,111           (2,825)            624,696

TotalAccumulated
Depreciation1,606,372 117,843         (2,825)            1,721,390

TotalCapitalAssets, Being
Depreciated, Net1,079,782       (97,944)          (9,921)            971,917

GovernmentalActivities
NetCapitalAssets1,159,074$     (50,706)$        (9,921)$          1,098,447$ 

BeginningEnding
Business-TypeActivitiesBalanceIncreaseDecreaseBalance

CapitalAssets, BeingDepreciated
Buildings1,304,852$     $                    $                    1,304,852$ 
ImprovementsOtherthanBuildings2,888,880 26,368 2,915,248
MachineryandEquipment88,019 88,019

TotalCapitalAssets, 
BeingDepreciated4,281,751 26,368 0 4,308,119
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BeginningEnding
Business-TypeActivities (Cont'd)BalanceIncreaseDecreaseBalance

LessAccumulatedDepreciationfor
Buildings510,151$        38,309$         $                    548,460$ 
ImprovementsOtherthanBuildings641,591 87,120 728,711
MachineryandEquipment26,209 6,542 32,751

TotalAccumulated
Depreciation1,177,951 131,971 0 1,309,922

TotalCapitalAssets, Being
Depreciated, Net3,103,800       (105,603)        0 2,998,197

Business-TypeActivities
NetCapitalAssets3,103,800$     (105,603)$      0$                  2,998,197$ 

Depreciationexpensewaschargedtofunctions/programsasfollows: 

GovernmentalActivities
GeneralGovernment1,324$ 
PublicSafety60,557
PublicWorks54,672
CultureandRecreation1,290

TotalDepreciationExpense - GovernmentalActivities117,843$ 

Business-TypeActivities
Sewer$ 18,855
Water113,116

TotalDepreciationExpense - Business-TypeActivities131,971$ 
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NOTE6.INTERFUNDRECEIVABLES, PAYABLESANDTRANSFERS

A.INTERFUNDTRANSFERS

Thecompositionofinterfundtransfersfortheyearisasfollows: 

TransferIn
2011AG.O.2013AG.O. Building
ImprovementImprovementReserveTotal

TransferOut
General36,021$          $15,000$         51,021$ 
PublicWorksReserve100,055 100,055
2013ImprovementProject174,731 174,731

Total36,021$          174,731$       115,055$       325,807$ 

Thepurposeoftheabovetransferswastocoverpriorcostsincurredondemolitionprojects, helpcover
bondpaymentsandtocloseoutthe2013ImprovementProjectCapitalProjectsFund. 

NOTE7.LONG-TERMDEBT

A.GENERALOBLIGATIONBONDS

TheCityissuesGeneralObligation (G.O.) Bondstoprovidefinancingforstreetimprovementsandfacility
construction.  Debtserviceiscoveredrespectivelybyspecialassessmentsandpropertytaxesagainst
benefitedpropertieswithanyshortfallsbeingpaidfromgeneraltaxes. 

G.O. BondsaredirectobligationsandpledgethefullfaithandcreditoftheCity.  G.O. Bondsgenerallyare
issuedas15yearSerialBondswithequaldebtservicepaymentseachyear. 

B.COMPONENTSOFLONG-TERMDEBT

Final
InterestMaturityBalance
RatesDateOutstanding

GovernmentalActivities
G.O. ImprovementNote, Series2011A2.70%12/01/201893,000$ 
G.O. ImprovementNote, Series2013A3.60%02/01/2029462,000
CompensatedAbsences631
NetPensionLiability74,419

TotalGovernmentalActivities630,050$ 
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Cont'd) COMPONENTSOFLONG-TERMDEBTB. 

Final
InterestMaturityBalance
RatesDateOutstanding

Business-TypeActivities
G.O. RevenueNote - WaterTreatmentPlant1.720%08/20/2024466,706$ 
G.O. RevenueNote - WaterTower1.092%08/20/2027336,000
G.O. RevenueNote - Looping1.00%08/20/2029176,000
G.O. ImprovementNote, Series2013A**87,238
NetPensionLiability19,863

TotalBusiness-TypeActivities1,085,807$ 

Finaldetailsnotknownuntiltherelatedprojectiscomplete. 

Debtservicefundsareusedtoliquidatethegovernmentalactivitiesoutstandingnotespayable.  The
GeneralFundhashistoricallybeenusedtoliquidatetheoutstandinggovernmentalactivitiescompensated
absences. 

TheG.O. RevenueNoteswereissuedtofinancetheconstructionofinfrastructureforwaterand
wastewatertreatment.  RevenuesoftheWaterandSewerFundsarepledgedtocoverrepaymentofthe
G.O. RevenueNotes. 

C.MINIMUMDEBTPAYMENTS

Annualdebtservicerequirementstomaturityforallnotesoutstandingareasfollows: 

GovernmentalActivities
G.O. ImprovementG.O. Improvement

YearEndingNote, Series2011ANote, Series2013A
December31PrincipalInterestPrincipalInterest

201630,000$          2,309$            26,000$         16,164$ 
201731,000 1,498 27,000 15,210
201832,000 648 28,000 14,220
201929,000 13,194
202030,000 12,132

2021-2025166,000 43,452
2026-2030156,000 11,484

4,45593,000$            462,000$       125,856$ 
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NOTESTOTHEFINANCIALSTATEMENTS
DECEMBER31, 2015

LONG-TERMDEBTCont'd) NOTE7. 

Cont'd) MINIMUMDEBTPAYMENTSC. 

Business-TypeActivities
YearEndingG.O. RevenueNotes
December31PrincipalInterest

201686,000$          13,458$ 
201788,000 12,228
201889,000 10,968
201990,000 9,694
202092,000 8,402

2021-2025422,706 21,834
2026-2029111,000 2,272

78,856978,706$ 

D.CHANGESINLONG-TERMLIABILITIES

BeginningEndingDueWithin
BalanceAdditionsReductionsBalanceOneYear

GovernmentalActivities
G.O. Improvement
Notes122,000$        $                     (29,000)$        93,000$         30,000$ 

G.O. Improvement
Bonds488,000          ( 26,000)          462,000 26,000

Compensated
Absences1,581 4,790              (5,740)            631

NetPensionLiability **126,288          (51,869)          74,419

TotalGovernmental
ctivities611,581$        131,078$        (112,609)$      630,050$       56,000$ A

Additionsincludeachangeinaccountingprincipleof $82,201.  SeeNote14foradditionalinformation. 

BeginningEndingDueWithin
BalanceAdditionsReductionsBalanceOneYear

Business-TypeActivities
G.O. RevenueNotes1,064,706$     $                     ( 86,000)$        978,706$       86,000$ 
G.O. Improvement
Note97,397            (10,159)          87,238 6,000

NetPensionLiability **32,996            (13,133)          19,863

TotalBusiness-Type
ctivities1,162,103$     32,996$          (109,292)$      1,085,807$    92,000$ A

Additionsincludeachangeinaccountingprincipleof $22,549.  SeeNote14foradditionalinformation. 

41



CITYOFCOSMOS, MINNESOTA

NOTESTOTHEFINANCIALSTATEMENTS
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NOTE8.RISKMANAGEMENT

TheCitypurchasescommercialinsurancecoveragethroughtheLeagueofMinnesotaCitiesInsuranceTrust
LMCIT), whichisapublicentityriskpoolcurrentlyoperatingasacommonriskmanagementandinsurance

program, withothercitiesinthestate.  TheCitypaysanannualpremiumtotheLMCITforitsinsurance
coverage.  TheLMCITisself-sustainingthroughcommercialcompaniesforexcessclaims.  TheCityis
coveredthroughthepoolforanyclaimsincurredbutunreported, butretainsriskforthedeductibleportionof
itsinsurancepolicies.  Theamountofthesedeductiblesisconsideredimmaterialtothefinancialstatements. 

Therewerenosignificantreductionsininsurancefromthepreviousyearorsettlementsinexcessof
insurancecoverageforanyofthepastthreefiscalyears. 

TheCity'sworkers' compensationinsurancepolicyisretrospectivelyrated.  Withthistypeofpolicy, final
premiumsaredeterminedafterlossexperienceisknown.  Theamountofpremiumadjustmentfor2015is
estimatedtobeimmaterialbasedonworkers' compensationratesandsalariesfortheyear. 

AtDecember31, 2015, therearenootherclaimsliabilitiesreportedinthefundsbasedontherequirements
ofaccountingstandards, whichrequiresthataliabilityforclaimsbereportedifinformationpriortothe
issuanceofthefinancialstatementsindicatesitisprobablethataliabilityhasbeenincurredatthedateofthe
financialstatementsandtheamountofthelosscanbereasonablyestimated. 

NOTE9.CITYOFCOSMOSFIRERELIEFASSOCIATION

TheCitycontributestotheCityofCosmos' Fireman'sReliefAssociation, asingleemployerretirement
systemthatactsasacommoninvestmentandadministratorfortheCity'sfirefighters.  Allactivemembersof
thefiredepartmentaremembersoftheAssociation. 

TheAssociationprovidesretirementbenefitsbasedonyearsofactiveservice.  TheCitymayberequiredto
makecontributionstofundreliefassociationpensionbenefits.  TheCitymaylevypropertytaxesforthe
discretionof, andforthebenefitof, thefirereliefassociation.  StateaidsallocatedtotheAssociationare
passedthroughtheCityinaccordancewithStatestatutes. 

NOTE10.DEFINEDBENEFITPENSIONPLANS - STATEWIDE

AtDecember31, 2015, theCityadoptedGovernmentalAccountingStandardsBoard (GASB) StatementNo.  
68, AccountingandFinancialReportingforPensionsandGASBStatementNo. 71, PensionTransitionfor
ContributionsMadeSubsequenttotheMeasurementDate.  ThisimplementationallowstheCitytoreportits
proportionateshareofcollectivenetpensionliability, deferredinflowsofresourcesanddeferredoutflowsof
resources, andpensionexpenseandtoreflectanactuariallydeterminedliabilityforthepresentvalueof
projectedfuturebenefitsforretiredandactiveemployeeslessthepensionplan'sfiduciarynetpositiononthe
financialstatements. 

A.PLANDESCRIPTION

TheCityparticipatesinthefollowingcost-sharingmultiple-employerdefinedbenefitpensionplan
administeredbythePublicEmployeesRetirementAssociation (PERA).  PERA’sdefinedbenefitpension
plansareestablishedandadministeredinaccordancewithMinnesotaStatutes, Chapters353and356.   
PERA'sdefinedbenefitpensionplansaretaxqualifiedplansunderSection401(a) oftheInternal
RevenueCode. 
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DEFINEDBENEFITPENSIONPLANS - STATEWIDE Cont'd) NOTE10. 

Cont'd) PLANDESCRIPTIONA. 

GeneralEmployeesRetirementFund (GERF): 
Allfull-timeandcertainpart-timeemployeesoftheCityarecoveredbyGERF.  GERFmembersbelongto
eithertheCoordinatedPlanortheBasicPlan.  CoordinatedPlanmembersarecoveredbySocialSecurity
andBasicPlanmembersarenot.  TheBasicPlanwasclosedtonewmembersin1967.  Allnew
membersmustparticipateintheCoordinatedPlan. 

PublicEmployeesPoliceandFireFund (PEPFF): 
ThePEPFF, originallyestablishedforpoliceofficersandfirefightersnotcoveredbyalocalrelief
association, nowcoversallpoliceofficersandfirefightershiredsince1980.  EffectiveJuly1, 1999, the
PEPFFalsocoverspoliceofficersandfirefightersbelongingtoalocalreliefassociationthatelectedto
mergewithandtransferassetsandadministrationtoPERA. 

B.BENEFITSPROVIDED

PERAprovidesretirement, disabilityanddeathbenefits.  Benefitprovisionsareestablishedbystate
statuteandcanonlybemodifiedbythestatelegislature. 

BenefitincreasesareprovidedtobenefitrecipientseachJanuary.  Increasesarerelatedtothefunding
ratiooftheplan.  Membersinplansthatareatleast90% fundedfortwoconsecutiveyearsaregiven
2.5% increases.  Membersinplansthathavenotexceeded90% funded, orhavefallenbelow80%, are
given1% increases. 

Thebenefitprovisionsstatedinthefollowingparagraphsarecurrentprovisionsandapplytoactiveplan
participants.  Vested, terminatedemployeeswhoareentitledtobenefitsbutarenotreceivingthemyetare
boundbytheprovisionsineffectatthetimetheylastterminatedtheirpublicservice. 

GERFBenefits: 

Benefitsarebasedonamember’shighestaveragesalaryforanyfivesuccessiveyearsofallowable
service, ageandyearsofcreditatterminationofservice.  Twomethodsareusedtocomputebenefitsfor
PERA’sCoordinatedandBasicPlanmembers.  Theretiringmemberreceivesthehigherofastep-rate
benefitaccrualformula (Method1) oralevelaccrualformula (Method2).  UnderMethod1, theannuity
accrualrateforaBasicPlanmemberis2.2% ofaveragesalaryforeachofthefirsttenyearsofservice
and2.7% foreachremainingyear.  TheannuityaccrualrateforaCoordinatedPlanmemberis1.2% of
averagesalaryforeachofthefirsttenyearsand1.7% foreachremainingyear.  UnderMethod2, the
annuityaccrualrateis2.7% ofaveragesalaryforBasicPlanmembersand1.7% forCoordinatedPlan
membersforeachyearofservice.  FormembershiredpriortoJuly1, 1989, afullannuityisavailable
whenageplusyearsofserviceequal90andnormalretirementageis65.  Formembershiredonorafter
July1, 1989, normalretirementageistheageforunreducedSocialSecuritybenefitscappedat66.   
Disabilitybenefitsareavailableforvestedmembers, andarebaseduponyearsofserviceandaverage
high-fivesalary. 
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DEFINEDBENEFITPENSIONPLANS - STATEWIDE Cont'd) NOTE10. 

Cont'd) BENEFITSPROVIDEDB. 

PEPFFBenefits: 
BenefitsforthePEPFFmembersfirsthiredafterJune30, 2010, butbeforeJuly1, 2014, vestona
proratedbasisfrom50% afterfiveyearsupto100% aftertenyearsofcreditedservice.  Benefitsfor
PEPFFmembersfirsthiredafterJune30, 2014, vestonaproratedbasisfrom50% aftertenyearsupto
100% aftertwentyyearsofcreditedservice.  Theannuityaccrualrateis3% ofaveragesalaryforeach
yearofservice.  ForPEPFFwhowerefirsthiredpriortoJuly1, 1989, afullannuityisavailablewhenage
plusyearsofserviceequalatleast90. 

C.CONTRIBUTIONS

MinnesotaStatutesChapter353setstheratesforemployerandemployeecontributions.  Contribution
ratescanonlybemodifiedbythestatelegislature. 

GERFContributions: 
BasicPlanmembersandCoordinatedPlanmemberswererequiredtocontribute9.10% and6.50%,  
respectively, oftheirannualcoveredsalaryincalendaryear2015.  TheCitywasrequiredtocontribute
11.78% ofpayforBasicPlanmembersand7.50% forCoordinatedPlanmembersincalendaryear2015.   
TheCity’scontributionstotheGERFfortheyearendedDecember31, 2015, were $7,187.  TheCity’s
contributionswereequaltotherequiredcontributionsforeachyearassetbystatestatute. 

PEPFFContributions: 
Planmemberswererequiredtocontribute10.80% oftheirannualcoveredsalaryincalendaryear2015.   
TheCitywasrequiredtocontribute16.20% ofpayforPEPFFmembersincalendaryear2015.  TheCity’s
contributionstothePEPFFfortheyearendedDecember31, 2015, were $1,807.  TheCity’scontributions
wereequaltotherequiredcontributionsforeachyearassetbystatestatute. 

D.PENSIONCOSTS

GERFPensionCosts: 
AtDecember31, 2015, theCityreportedaliabilityof $82,920foritsproportionateshareoftheGERF’s
netpensionliability.  ThenetpensionliabilitywasmeasuredasofJune30, 2015, andthetotalpension
liabilityusedtocalculatethenetpensionliabilitywasdeterminedbyanactuarialvaluationasofthatdate.   
TheCity’sproportionofthenetpensionliabilitywasbasedontheCity’scontributionsreceivedbyPERA
duringthemeasurementperiodforemployerpayrollpaiddatesfromJuly1, 2014throughJune30, 2015,  
relativetothetotalemployercontributionsreceivedfromallofPERA’sparticipatingemployers.  AtJune
30, 2015, theCity’sproportionwas0.0016%. 

FortheyearendedDecember31, 2015, theCityrecognizedpensionexpenseof $6,356forits
proportionateshareofGERF’spensionexpense. 
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DEFINEDBENEFITPENSIONPLANS - STATEWIDE Cont'd) NOTE10. 

Cont'd) PENSIONCOSTSD. 

GERFPensionCosts: (Cont'd) 
AtDecember31, 2015, theCityreporteditsproportionateshareofGERF’sdeferredoutflowsof
resourcesanddeferredinflowsofresourcesfromthefollowingsources: 

Deferred Deferred
Outflowsof Inflowsof
ResourcesResources

Differencesbetweenexpectedandactual
4,181economicexperience

Differencesbetweenprojectedandactual
7,850investmentearnings

Changesinproportionanddifferencesbetween
contributionsmadeandCity'sproportionate

14,092shareofcontributions
ContributionspaidtoPERAsubsequentto

3,744measurementdate

Totals 11594$ 18273

3,744reportedasdeferredoutflowsofresourcesrelatedtopensionsresultingfromCitycontributionsto
GERFsubsequenttothemeasurementdatewillberecognizedasareductionofthenetpensionliability
intheyearendedDecember31, 2016.  Otheramountsreportedasdeferredoutflowsandinflowsof
resourcesrelatedtoGERFpensionswillberecognizedinpensionexpenseasfollows: 

June30, PensionExpenseAmount
2016 4,129) 
2017 4,129) 
2018 4,128) 
2019 1,963
2020

Thereafter

PEPFFPensionCost: 
AtDecember31, 2015, theCityreportedaliabilityof $11,362foritsproportionateshareofthePEPFF’s
netpensionliability.  ThenetpensionliabilitywasmeasuredasofJune30, 2015, andthetotalpension
liabilityusedtocalculatethenetpensionliabilitywasdeterminedbyanactuarialvaluationasofthatdate.   
TheCity’sproportionofthenetpensionliabilitywasbasedontheCity’scontributionsreceivedbyPERA
duringthemeasurementperiodforemployerpayrollpaiddatesfromJuly1, 2014, throughJune30, 2015,  
relativetothetotalemployercontributionsreceivedfromallofPERA'sparticipatingemployers.  AtJune
30, 2015, theCity’sproportionwas0.001%. 

AtDecember31, 2015, theCityrecognizedpensionexpenseof $1,958foritsproportionateshareofthe
PEPFF'spensionexpense.  TheCityalsorecognized $90fortheyearendedDecember31, 2015, of
pensionexpense (andgrantrevenue) foritsproportionateshareoftheStateofMinnesota'son-behalf
contributionstoPEPFF.  Legislationpassedin2013requiredtheStateofMinnesotatobegincontributing
9milliontothePEPFFeachyear, startinginfiscalyear2014.   
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DEFINEDBENEFITPENSIONPLANS - STATEWIDE Cont'd) NOTE10. 

Cont'd) PENSIONCOSTSD. 

PEPFFFPensionCosts: (Cont'd) 
AtDecember31, 2015theCityreporteditsproportionateshareofthePEPFF'sdeferredoutflowsof
resourcesanddeferredinflowsofresourcesrelatedtopensionsfromthefollowingsources: 

Deferred Deferred
Outflowsof Inflowsof
ResourcesResources

Differencesbetweenexpectedandactual
1,843economicexperience

Differencesbetweenprojectedandactual
1,980investmentearnings

ContributionspaidtoPERAsubsequentto
1,076measurementdate

Totals 3056$ 1843

1,076reportedasdeferredoutflowsofresourcesrelatedtopensionsresultingfromCitycontributionsto
PEPFFsubsequenttothemeasurementdatewillberecognizedasareductionofthenetpensionliability
intheyearendedDecember31, 2016.  Otheramountsreportedasdeferredoutflowsandinflowsof
resourcesrelatedtoPEPFFwillberecognizedinpensionexpenseasfollows: 

June30, PensionExpenseAmount
2016 126
2017 126
2018 127
2019 127
2020 369) 

E.ACTUARIALASSUMPTIONS

ThetotalpensionliabilityintheJune30, 2015actuarialvaluationwasdeterminedusingtheentryage
normalactuarialcostmethodandthefollowingactuarialassumptions: 

Inflation2.75% peryear
ActiveMemberPayrollGrowth3.50% peryear
InvestmentRateofReturn7.90% 

Salaryincreaseswerebasedonaservice-relatedtable.  Mortalityratesforactivemembers, retirees,  
survivorsanddisabilitantswerebasedonRP-2000tablesformalesorfemales, asappropriate, withslight
adjustments.  Benefitincreasesforretireesareassumedtobe1% effectiveeveryJanuary1through
2026and2.5% thereafter. 

ActuarialassumptionsusedintheJune30, 2015, valuationswerebasedontheresultsofactuarial
experiencestudies.  TheexperiencestudyintheGERFwasfortheperiodJuly1, 2004, throughJune30,  
2008, withanupdateofeconomicassumptionsin2014.  Experiencestudieshavenotbeenpreparedfor
PERA'sotherplans, butassumptionsarereviewedannually. 
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DEFINEDBENEFITPENSIONPLANS - STATEWIDE Cont'd) NOTE10. 

Cont'd) ACTUARIALASSUMPTIONSE. 

Thefollowingchangesinactuarialassumptionsoccurredin2015: 

Thelong-termexpectedrateofreturnonpensionplaninvestmentsis7.9%.  TheStateBoardof
Investment, whichmanagestheinvestmentsofPERA, preparesananalysisofthereasonablenessofthe
long-termexpectedratesofreturnonaregularbasisusingabuilding-blockmethodinwhichbest- 
estimaterangesofexpectedfutureratesofreturnaredevelopedforeachmajorassetclass.  These
rangesarecombinedtoproduceanexpectedlong-termrateofreturnbyweightingtheexpectedfuture
ratesofreturnbythetargetassetallocationpercentages.  Thetargetallocationandbestestimatesof
arithmeticrealratesofreturnforeachmajorassetclassaresummarizedinthefollowingtable: 

Long-TermExpected
AssetClassTargetAllocationRealRateofReturn

DomesticStocks45% 5.50% 
InternationalStocks15% 6.00% 
Bonds18% 1.45% 
AlternativeAssets20% 6.40% 
Cash2%0.50% 

F.DISCOUNTRATE

Thediscountrateusedtomeasurethetotalpensionliabilitywas7.9%.  Theprojectionofcashflowsused
todeterminethediscountrateassumedthatemployeeandemployercontributionswillbemadeatarate
specifiedinstatute.  Basedonthatassumption, eachofthepensionplan’sfiduciarynetpositionwas
projectedtobeavailabletomakeallprojectedfuturebenefitpaymentsofcurrentactiveandinactive
employees.  Therefore, thelong-termexpectedrateofreturnonpensionplaninvestmentswasappliedto
allperiodsofprojectedbenefitpaymentstodeterminethetotalpensionliability. 

G.PENSIONLIABILITYSENSITIVITY

ThefollowingpresentstheCity’sproportionateshareofthenetpensionliabilityforallplansitparticipates
in, calculatedusingthediscountratedisclosedintheprecedingparagraph, aswellaswhattheCity’s
proportionateshareofthenetpensionliabilitywouldbeifitwerecalculatedusingadiscountrate1
percentagepointloweror1percentagepointhigherthanthecurrentdiscountrate: 

1% Increase1% Decrease
inDiscountDiscountinDiscount

Rate (7.9%)Rate (8.9%) Rate (6.9%) 
City'sproportionateshareofthe

130,380  $         82,920  $         43,726GERFnetpensionliability
City'sproportionateshareofthe

22,145 11,362 2,454PEPFFnetpensionliability
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DEFINEDBENEFITPENSIONPLANS - STATEWIDE Cont'd) NOTE10. 

H.PENSIONPLANFIDUCIARYNETPOSITION

Detailedinformationabouteachpensionplan'sfiduciarynetpositionisavailableinaseparately-issued
PERAfinancialreportthatincludesfinancialstatementsandrequiredsupplementaryinformation.  That
reportmaybeobtainedontheInternetatwww.mnpera.org; bywritingtoPERAat60EmpireDrive #200,  
St. Paul, Minnesota, 55103-2088; orbycalling (651) 296-7460or1-800-652-9026. 

NOTE11.FUNDBALANCE

Thefollowingisasummaryoffundbalancecomponents:             
Redevelopment

TrashRevolving
GeneralCollectionLoan

Nonspendable
PrepaidItems7,871$            62$                 $                     

Restrictedfor
RevolvingLoan6,391

TotalRestricted0 0 6,391

Assigned
FundOperations15,054
Equipment74,000
Fire151,351

Unassigned217,676

15,116450,898$          6,391$ 

2013A
G.O.Building

ImprovementReserveTotal
Nonspendable

PrepaidItems$                     $                     7,933$ 

Restrictedfor
RevolvingLoan6,391
DebtService331,903 331,903

TotalRestricted331,903 0 338,294

Assigned
FundOperations141,456 156,510
Equipment74,000
Fire151,351

Unassigned217,676

141,456331,903$        945,764$ 
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NOTE12.CONTINGENCIES

A.FEDERALGRANTS

TheCityreceivesstateandfederalaidsthroughparticipationinvariousstateandfederalcategoricalaid
programs.  TheseprogramsaresubjecttoauditsbytheState.  Theauditsfortheseprogramsfortheyear
endingDecember31, 2015, havenotbeenconducted.  Accordingly, theCity'scompliancewithapplicable
grantrequirementswillbeestablishedatsomefuturedate.  Theamount, ifany, ofexpenditureswhich
maybedisallowedbythegrantingagenciescannotbedeterminedatthistimealthoughtheCityexpects
suchamounts, ifany, tobeimmaterial. 

B.LITIGATION

TheCityisnotpartytoanylegalproceedingsasofyearend. 

NOTE13.RECLASSIFICATIONS

Certainimmaterialprioryearamountshavebeenreclassifiedtoconformtothecurrentyear'spresentation.   
Therewasnoeffectontotalnetpositionorfundbalance. 

NOTE14.PRIORPERIODADJUSTMENT

Thebeginningnetpositionofthegovernmentalactivities, business-typeactivitiesandmajorproprietaryfund -  
waterandsewerfundshasbeendecreasedtoreflectachangeinaccountingprinciple.Asmentionedin
waterandsewerfundshasbeendecreasedtoreflectachangeinaccountingprinciple.AsmentionedinNote10, theCityimplementedGASB68andGASB71whichrecordstheCity'sproportionateshareof
collectivenetpensionliability, deferredinflowsofresourcesanddeferredoutflowsofresources, andpension
expenseontheCity'sgovernment-widefinancialstatements.  Beginninggovernmentalactivitiesnetposition
hasbeenrestatedfrom $1,972,962to $1,894,053 (adecreaseof $78,909).  Beginningbusiness-type
activitiesandmajorproprietaryfund - waterandsewerfundsnetpositionhasbeenrestatedfrom $2,163,821
to $2,142,104 (adecreaseof $21,717).  Beginningbusiness-typeactivitiesandmajorproprietaryfund - water
fundnetpositionhasbeenrestatedfrom $405,220to $397,076 (adecreaseof $8,144).  Beginningbusiness- 
typeactivitiesandmajorproprietaryfund - sewerfundnetpositionhasbeenrestatedfrom $1,758,601to
1,745,028 (adecreaseof $13,573).  Prioryearpartialcomparativeinformationdoesnotreflectthischange

inaccountingprinciplebecausethecost-sharingmultiple-employerdefinedbenefitpensionplansinwhichthe
Cityparticipateshavenotmadethisinformationavailable. 

ThebeginningfundbalanceoftheGeneralFundandbusiness-typeactivitieshasbeenadjustedtoreflecta
correctionofanerror.  TheFireFundwaspreviouslycategorizedasaproprietaryfundinsteadofa
governmentalfund.  BeginningGeneralFundfundbalancefortheyearended2014hasbeenrestatedfrom
163,723to $342,722 (anincreaseof $178,999).  Beginninggovernmentalactivitiesnetpositionfortheyear

ended2014hasbeenrestatedfrom $1,404,510to $1,583,509 (anincreaseof $178,999).  Beginning
business-typeactivitiesnetpositionfortheyearended2014hasbeenrestatedfrom $2,651,424to
2,472,425 (adecreaseof $178,999). 

NOTE15.SUBSEQUENTEVENT

OnJuly21, 2015, theCityapprovedthemunicipalbuildingprojectwithestimatedprojectcostsofupto
1,200,000.  ThesecostsaretobecoveredbyMNDEED, USDARuralDevelopmentLoanandthePublic

ReserveandBuildingFundsoftheCity.  TheCityapprovedacontractwithacontractorfor $653,000forthe
intialstageofconstruction. 
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CITYOFCOSMOS, MINNESOTA

SCHEDULESOFPROPORTIONATESHAREOFTHENETPENSIONLIABILITYAND
EMPLOYERCONTRIBUTIONS

DECEMBER31, 2015

ScheduleofProportionateShareofNetPensionLiability

Employer's
Proportionate
Shareofthe

Employer'sNetPensionPlanFiduciary
Employer'sProportionateEmployer'sLiability (Asset)NetPosition
ProportionShareoftheCovered-asaPercentageofasaPercentage

ctuarialoftheNetNetPensionEmployeeitsCovered- oftheTotalA
ValuationPensionLiability (Asset)PayrollEmployeePayrollPension
DateLiability (Asset)(a)(b)(a/b)Liability

Pensions
PERA - GERF
6/30/20150.0016%82,920$                  97,656$           84.9%78.2% 

PERA - PEPFF
6/30/20150.001%11,362 12,927 87.9%86.6% 

ScheduleofEmployerContributions

ContributionsContributions
inRelationasaPercentage

StatutoriltotheStatutorilContributionCovered-ofCovered- yy
RequiredRequiredDeficiencyEmployeeEmployee

YearEndedContributionContribution(Excess)PayrollPayroll
December31, (a)(b)(a-b)(d)(b/d) Db31()( b)( b)( d)( b/d) 

Pensions
PERA - GERF

20157,187$                 7,187$                    $ 98,833$                       7.27% 

PERA - PEPFF
20151,807 1,807 13,882 13.02% 

TheCityimplementedGASBStatementNo. 68forfiscalyearendedDecember31, 2015.  Informationforprioryearsisnot
available. 

50



Thispageintentionallyleftblank



SUPPLEMENTARYINFORMATION



Thispageintentionallyleftblank



CITYOFCOSMOS, MINNESOTA

BALANCESHEET
GENERALFUND

DECEMBER31, 2015
WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2014

20152014

ASSETS
Cash$           258,647441,036$            
Receivables

Accounts 10,0208,412
Interest 6791,560
DelinquentTaxes 19,05224,171
SpecialAssessments 163163

DuefromOtherFunds 13,830
DuefromOtherGovernmentalUnits5,909 24,871
PrepaidItems 10,0237,871

TotalAssets489,122$           337,285$            

LIABILITIES, DEFERREDINFLOWSOFRESOURCES
ANDFUNDBALANCE
Liabilities

AccountsPayable$             9,55810,238$                
SalariesPayable 2,739777
DuetoOtherGovernmentalUnits2,875 2,512

TotalLiabilities 14,80913,890

DeferredInflowsofResources
UnavailableRevenue

DelinquentTaxes 19,05224,171
SpecialAssessments 163163

TotalDeferredInflowsofResources 19,21524,334

FundBalance
Nonspendable 10,0237,871
Assigned 225,351
Unassigned 293,238217,676

TotalFundBalance450,898 303,261

TotalLiabilities, DeferredInflowsofResourcesandFundBalance489,122$           337,285$            
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SCHEDULEOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

GENERALFUND
YEARENDEDDECEMBER31, 2015

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

2015 2014
Over (Under) 

FinalFinal
BudgetActualBudgetActual

REVENUES
PropertyTaxes268,977$       265,602$       (3,375)$          245,609$ 

SpecialAssessments4,500             ( 4,500) 

LicensesandPermits5,750 8,933 3,183 4,214

Intergovernmental
LocalGovernmentAid142,805 142,805 141,232
MarketValueCreditAid406 406 207
PERAAid360 360 360
FireStateAid15,500 18,076 2,576 17,403
PoliceStateAid 3,808
OtherStateAid13,436 13,436 1,224

TotalIntergovernmental158,665 175,083 16,418 164,234

ChargesforServices
CultureandRecreation5,750 1,802             (3,948)            6,220
PublicSafety61,105 81,511 20,406 100,047

TotalChargesforServices66,855 83,313 16,458 106,267

FinesandForfeits500 416                (84)                 217

InterestIncome1,000 1,096 96 2,910

RefundsandReimbursements2,000 9,050 7,050 13,632

Donations500 3,100 2,600 25

Miscellaneous
FinanceCharges 7,183
Other1,500 568                (932)               306

TotalMiscellaneous1,500 568                (932)               7,489
TotalRevenues510,247 547,161 36,914 544,597
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SCHEDULEOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

GENERALFUND
YEARENDEDDECEMBER31, 2015

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

2015 2014
Over (Under) 

FinalFinal
BudgetActualBudgetActual

EXPENDITURES
Current

GeneralGovernment
MayorandCouncil
SalariesandBenefits6,782$           4,662$           (2,120)$          5,480$ 
LegalService3,000 350                (2,650)            1,300
Building/HealthInspector5,750 2,942             ( 2,808) 
ConsultingFees2,500 475                (2,025)            1,428
Engineering5,000             (5,000) 
Insurance 4,281
AdvertisingandPrinting 874
Miscellaneous850 20                  (830)               6,279

TotalMayorandCouncil23,882 8,449             (15,433)          19,642

CityHall
Utilities16,500 16,168           (332)               338
Repairs10,000 5,471             (4,529)            1,001
Supplies3,000 749                (2,251)            3,641
Insurance15,500 11,222           ( 4,278) 
Miscellaneous3,250 268                ( 2,982) 

TotalCityHall48,250 33,878           (14,372)          4,980

ClerkandSecretary
Salaries56,000 46,577           (9,423)            60,363
Benefits7,528 7,262             (266)               8,209
Insurance5,228 5,480 252 6,130
AuditingandAccounting16,000 19,500 3,500 19,150
Telephone2,000 2,906 906 3,193
Supplies2,500 3,176 676
Miscellaneous1,950 2,620 670 1,210

TotalClerkandSecretary91,206 87,521           (3,685)            98,255

Assessor3,000 7,644 4,644 2,828
TotalGeneralGovernment166,338 137,492         (28,846)          125,705
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CITYOFCOSMOS, MINNESOTA

SCHEDULEOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

GENERALFUND
YEARENDEDDECEMBER31, 2015

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

2015 2014
Over (Under) 

FinalFinal
BudgetActualBudgetActual

EXPENDITURES (Cont'd) 
Current (Cont'd) 

PublicSafety
PoliceProtection
Salaries16,210$         17,820$         1,610$           16,161$ 
Benefits2,626 2,346             (280)               2,480
Telephone1,200 1,791 591 2,198
Insurance5,187 5,187 7,706
Repairs2,675 2,675 414
Supplies500 424                (76)                 1,243
Miscellaneous2,800 588                (2,212)            3,555

TotalPoliceProtection23,336 30,831 7,495 33,757

FireProtection
SalariesandBenefits5,383 6,657 1,274 4,059
Insurance6,500 2,384             (4,116)            5,764
Supplies3,000 2,802             (198)               6,099
Telephone1,600 1,197             (403)               1,390
Electricity2,000             (2,000)            183
Repairs3,000 4,511 1,511 2,765
GasandOil4,900 4,809             (91)                 6,803
Fireman'sRelief13,000 14,051 1,051 15,900
BuildingInspection25,614
Miscellaneous7,500 3,396             (4,104)            5,588

TotalFireProtection46,883 39,807           (7,076)            74,165

Ambulance
SalariesandBenefits8,612 11,804 3,192 6,235
Insurance1,800 305                (1,495)            982
Supplies6,500 4,378             (2,122)            6,459
Telephone35 35
Repairs3,000 515                (2,485)            1,301
GasandOil1,200 828                (372)               1,088
Miscellaneous9,000 6,367             (2,633)            8,188

TotalAmbulance30,112 24,232           (5,880)            24,253
TotalPublicSafety100,331 94,870           (5,461)            132,175
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CITYOFCOSMOS, MINNESOTA

SCHEDULEOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

GENERALFUND
YEARENDEDDECEMBER31, 2015

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

2015 2014
Over (Under) 

FinalFinal
BudgetActualBudgetActual

EXPENDITURES (Cont'd) 
Current (Cont'd) 

PublicWorks
Salaries14,604$         14,374$         (230)$             14,690$ 
Benefits2,212 2,279 67 2,527
Telephone1,200 806                (394)               1,292
StreetLighting21,500 8,253             (13,247)          15,719
Repairs17,000 24,222 7,222 31,064
Supplies10,513 7,819             (2,694)            3,741
GasandOil3,500 1,777             (1,723)            2,922
Engineer7,500             (7,500) 
SnowRemoval7,500 3,695             (3,805)            4,452
Insurance7,368 3,436             (3,932)            7,244
Miscellaneous3,750 659                (3,091)            7,218

TotalPublicWorks96,647 67,320           (29,327)          90,869

CultureandRecreation
Library
Supplies247
Miscellaneous 450
TotalLibrary0 0 0 697

Parks
Salaries16,936 16,457           (479)               19,504
Benefits1,934 1,596             (338)               1,692
Electricity2,582 2,582 2,480
Insurance1,871 1,871 3,621
Repairs5,000 2,476             (2,524)            969
Supplies8,000 10,878 2,878 6,492
Telephone307 307
GasandOil1,400 930                ( 470) 
Miscellaneous2,950 1,964             (986)               4,413
TotalParks36,220 39,061 2,841 39,171
TotalCultureandRecreation36,220 39,061 2,841 39,868

TotalCurrent399,536 338,743         (60,793)          388,617
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CITYOFCOSMOS, MINNESOTA

SCHEDULEOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

GENERALFUND
YEARENDEDDECEMBER31, 2015

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

2015 2014
Over (Under) 

FinalFinal
BudgetActualBudgetActual

EXPENDITURES (Cont'd) 
CapitalOutlay
GeneralGovernment15,000$         $                    (15,000)$        2,793$ 
PublicSafety15,000 6,000             (9,000)            92,259
PublicWorks20,000           (20,000)          11,198
CultureandRecreation3,500 3,760 260 6,962

TotalCapitalOutlay53,500 9,760             (43,740)          113,212
TotalExpenditures453,036 348,503         (104,533)        501,829
Excess (Deficiency) ofRevenues
Over (Under) Expenditures57,211 198,658 141,447 42,768

OTHERFINANCINGSOURCES (USES) 
TransfersOut(49,313)          (51,021)          (1,708)            ( 94,178) 
SaleofAssets 11,949

TotalOtherFinancingSources (Uses)(49,313)          (51,021)          (1,708)            ( 82,229) 

147,6377,898 139,739$       ( 39,461) NetChangeinFundBalances

FUNDBALANCE, BEGINNINGOFYEAR,  
ASORIGINALLYSTATED303,261 163,723

PRIORPERIODADJUSTMENT178,999

FUNDBALANCE, BEGINNINGOFYEAR, ASRESTATED303,261 342,722

FUNDBALANCE, ENDOFYEAR450,898$       303,261$ 
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CITYOFCOSMOS, MINNESOTA

SCHEDULEOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

TRASHCOLLECTIONSPECIALREVENUEFUND
YEARENDEDDECEMBER31, 2015

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

2015 2014
Over (Under) 

FinalFinal
BudgetActualBudgetActual

REVENUES
ChargesforServices40,000$         39,329$         (671)$             41,912$ 
InterestIncome 16

TotalRevenues40,000 39,329           (671)               41,928

EXPENDITURES
Current

Sanitation
Insurance500 178                (322)               532
CollectionContract38,500 34,008           (4,492)            38,644

TotalExpenditures39,000 34,186           (4,814)            39,176

5,1431,000 4,143$           2,752NetChangeinFundBalances

FUNDBALANCE, BEGINNINGOFYEAR9,973 7,221

9,97315,116$ FUNDBALANCE, ENDOFYEAR
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CITYOFCOSMOS, MINNESOTA

SCHEDULEOFREVENUES, EXPENDITURESANDCHANGESINFUNDBALANCES
BUDGETANDACTUAL

REDEVELOPMENTREVOLVINGLOANSPECIALREVENUEFUND
YEARENDEDDECEMBER31, 2015

WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

2015 2014
Over (Under) 

FinalFinal
BudgetActualBudgetActual

REVENUES$                    $                    $                    $                     

EXPENDITURES

00 0$                  0NetChangeinFundBalances

FUNDBALANCE, BEGINNINGOFYEAR6,391 6,391

6,3916,391$ FUNDBALANCE, ENDOFYEAR
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFNETPOSITION
SEWERENTERPRISEFUND

DECEMBER31, 2015
WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2014

20152014

ASSETSANDDEFERREDOUTFLOWSOFRESOURCES
Assets

CurrentAssets
Cash$           135,235150,780$            
AccountsReceivable8,536 8,752
PrepaidItems 1,0961,096

TotalCurrentAssets160,412 145,083

NoncurrentAssets
CapitalAssets
OtherCapitalAssets, NetofDepreciation243,855 262,710
TotalAssets404,267 407,793

DeferredOutflowsofResources
RelatedtoPensions 1,044

407,793405,311$            TotalAssetsandDeferredOutflowsofResources

LIABILITIES, DEFERREDINFLOWSOFRESOURCESANDNETPOSITION
Liabilities

CurrentLiabilities
AccountsPayable$               1291,394$                   
SalariesPayable 269159
CustomerDeposits 2,1752,175

TotalCurrentLiabilities3,728 2,573

NoncurrentLiabilities
NetPensionLiability7,449

TotalLiabilities11,177 2,573

DeferredInflowsofResources
RelatedtoPensions 1,644

NetPosition
NetInvestmentinCapitalAssets243,855 262,710
Unrestricted 142,510148,635

TotalNetPosition392,490 405,220

407,793405,311$            TotalLiabilities, DeferredInflowsofResourcesandNetPosition
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENSESANDCHANGESINNETPOSITION
SEWERENTERPRISEFUND

YEARENDEDDECEMBER31, 2015
WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

20152014

OPERATINGREVENUES
SewerCharges$             58,67554,290$              

OPERATINGEXPENSES
SalariesandBenefits 11,48411,122
Insurance 3,2923,480
Supplies 18,59318,684
MaintenanceandRepair4,282 15,119
Testing 1,959
Electricity 1,6441,715
Miscellaneous 1,5351,163
Depreciation 14,85918,855

TotalOperatingExpenses59,301 68,485
OperatingIncome (Loss)(5,011)               (9,810)                

NONOPERATINGREVENUES (EXPENSES) 
InterestIncome 425
OtherIncome 50

TotalNonoperatingRevenues (Expenses)425 50
Income (Loss) BeforeContributions 9,760)(4,586)                

TRANSFERSANDOTHERITEMS
TransfersOut             ( 57,993) 

ChangeinNetPosition(4,586)               (67,753)              

NETPOSITION, BEGINNINGOFYEAR, ASORIGINALLYSTATED405,220 472,973

PRIORPERIODADJUSTMENT(8,144)                

NETPOSITION, BEGINNINGOFYEAR, ASRESTATED397,076 472,973

405,220392,490$            NETPOSITION, ENDOFYEAR
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFNETPOSITION
WATERENTERPRISEFUND

DECEMBER31, 2015
WITHPARTIALCOMPARATIVEAMOUNTSASOFDECEMBER31, 2014

20152014

ASSETSANDDEFERREDOUTFLOWSOFRESOURCES
Assets

CurrentAssets
Cash$             59,11652,958$              
AccountsReceivable29,032 28,636
PrepaidItems 1,8731,873

TotalCurrentAssets83,863 89,625

NoncurrentAssets
CapitalAssets
OtherCapitalAssets, NetofDepreciation2,754,342 2,841,090
TotalAssets2,838,205 2,930,715

DeferredOutflowsofResources
RelatedtoPensions 1,740

2,930,7152,839,945$         TotalAssetsandDeferredOutflowsofResources

LIABILITIES, DEFERREDINFLOWSOFRESOURCESANDNETPOSITION
Liabilities

CurrentLiabilities
AccountsPayable$             17514,025$                   
SalariesPayable 403159
AccruedInterestPayable5,016 5,559
CustomerDeposits 3,8743,874
CurrentPortionofNotePayable92,000 92,000

TotalCurrentLiabilities115,074 102,011

NoncurrentLiabilities
NotePayable, NetofCurrentPortion973,944 1,070,103
NetPensionLiability12,414

TotalNoncurrentLiabilities986,358 1,070,103
TotalLiabilities1,101,432 1,172,114

DeferredInflowsofResources
RelatedtoPensions 2,741

NetPosition
NetInvestmentinCapitalAssets1,688,398 1,678,987
Unrestricted 79,61447,374

TotalNetPosition1,735,772 1,758,601

2,930,7152,839,945$         TotalLiabilities, DeferredInflowsofResourcesandNetPosition
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CITYOFCOSMOS, MINNESOTA

STATEMENTOFREVENUES, EXPENSESANDCHANGESINNETPOSITION
WATERENTERPRISEFUND

YEARENDEDDECEMBER31, 2015
WITHPARTIALCOMPARATIVEAMOUNTSFORTHEYEARENDEDDECEMBER31, 2014

20152014

OPERATINGREVENUES
WaterCharges$           163,651165,624$            

OPERATINGEXPENSES
SalariesandBenefits 17,34815,273
Insurance 5,6414,103
Supplies 2,9574,509
MaintenanceandRepair11,297 11,187
Electricity 7,8049,206
Telephone 463470
Miscellaneous 5,5473,781
Depreciation 109,389113,116

TotalOperatingExpenses161,755 160,336
OperatingIncome (Loss)3,869 3,315

NONOPERATINGREVENUES (EXPENSES) 
InterestIncome 79
OtherIncome 2,124
InterestExpense 16,341)(15,328)              

TotalNonoperatingRevenues (Expenses)(13,125)             (16,341)              
Income (Loss) BeforeTransfers(9,256)               (13,026)              

TRANSFERS
TransfersIn 102,701

ChangeinNetPosition(9,256)               89,675

NETPOSITION, BEGINNINGOFYEAR, ASORIGINALLYSTATED1,758,601 1,668,926

PRIORPERIODADJUSTMENT(13,573)              

NETPOSITION, BEGINNINGOFYEAR, ASRESTATED1,745,028 1,668,926

1,758,6011,735,772$         NETPOSITION, ENDOFYEAR
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INDEPENDENTAUDITOR'SREPORTONMINNESOTALEGALCOMPLIANCE

HonorableMayorandMembersoftheCityCouncil
CityofCosmos
Cosmos, Minnesota

Wehaveaudited, inaccordancewithauditingstandardsgenerallyacceptedintheUnitedStatesofAmerica, andthe
standardsapplicabletofinancialauditscontainedinGovernmentAuditingStandards, issuedbytheComptrollerGeneral
oftheUnitedStatesthefinancialstatementsofthegovernmentalactivities, thebusiness-typeactivities, andeachmajor
fundoftheCityofCosmos, Minnesota, asofandfortheyearendedDecember31, 2015, andtherelatednotestothe
financialstatements, andhaveissuedourreportthereondatedApril7, 2016. 

TheMinnesotaLegalComplianceAuditGuideforPoliticalSubdivisions, promulgatedbytheStateAuditorpursuantto
Minn. Stat. § 6.65, containssevencategoriesofcompliancetobetested: contractingandbidding, depositsand
investments, conflictsofinterest, publicindebtedness, claimsanddisbursements, miscellaneousprovisions, andtax
incrementfinancing.  Ourauditconsideredallofthelistedcategories, exceptthatwedidnottestforcompliancewiththe
provisionsfortaxincrementfinancingbecausetheCitydoesnothaveanytaxincrementfinancing. 

Inconnectionwithouraudit, nothingcametoourattentionthatcausedustobelievethattheCityfailedtocomplywiththe
provisionsoftheMinnesotaLegalComplianceAuditGuideforPoliticalSubdivisions.  However, ourauditwasnot
directedprimarilytowardobtainingknowledgeofsuchnoncompliance.  Accordingly, hadweperformedadditional
ygggyprocedures, othermattersmayhavecometoourattentionregardingtheCity'snoncompliancewiththeabovereferenced

provisions. 

Thepurposeofthisreportissolelytodescribethescopeofourtestingofcomplianceandtheresultsofthattesting, and
nottoprovideanopiniononcompliance.  Accordingly, thiscommunicationisnotsuitableforanyotherpurpose. 

CONWAY, DEUTH & SCHMIESING, PLLP
CertifiedPublicAccountants
Litchfield, Minnesota

April7, 2016
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INDEPENDENTAUDITOR'SREPORTONINTERNALCONTROLOVERFINANCIALREPORTINGANDON
COMPLIANCEANDOTHERMATTERSBASEDONANAUDITOFFINANCIALSTATEMENTSPERFORMED

INACCORDANCEWITHGOVERNMENTAUDITINGSTANDARDS

HonorableMayorandMembersoftheCityCouncil
CityofCosmos
Cosmos, Minnesota

Wehaveaudited, inaccordancewiththeauditingstandardsgenerallyacceptedintheUnitedStatesofAmericaandthe
standardsapplicabletofinancialauditscontainedinGovernmentAuditingStandards, issuedbytheComptrollerGeneral
oftheUnitedStates, thefinancialstatementsofthegovernmentalactivities, thebusiness-typeactivities, andeachmajor
fundoftheCityofCosmos, Minnesota, asofandfortheyearendedDecember31, 2015, andtherelatednotestothe
financialstatements, whichcollectivelycomprisetheCity'sbasicfinancialstatements, andhaveissuedourreportthereon
datedApril7, 2016. 

InternalControlOverFinancialReporting

Inplanningandperformingourauditofthefinancialstatements, weconsideredtheCity'sinternalcontroloverfinancial
reporting (internalcontrol) todeterminetheauditproceduresthatareappropriateinthecircumstancesforthepurposeof
expressingouropinionsonthefinancialstatements, butnotforthepurposeofexpressinganopinionontheeffectiveness
oftheCity'sinternalcontrol.  Accordingly, wedonotexpressanopinionontheeffectivenessoftheCity'sinternalcontrol. 

Ourconsiderationofinternalcontrolwasforthelimitedpurposedescribedintheprecedingparagraphandwasnot
designedtoidentifyalldeficienciesininternalcontrolthatmightbematerialweaknessesorsignificantdeficienciesand
therefore, materialweaknessesorsignificantdeficienciesmayexistthatwerenotidentified.  However, asdescribedin
theaccompanyingScheduleofFindings, weidentifiedcertaindeficienciesininternalcontrolthatweconsidertobe
materialweaknesses. 

Adeficiencyininternalcontrolexistswhenthedesignoroperationofacontroldoesnotallowmanagementor
employees, inthenormalcourseofperformingtheirassignedfunctions, toprevent, ordetectandcorrectmisstatements
onatimelybasis.  Amaterialweaknessisadeficiency, oracombinationofdeficiencies, ininternalcontrolsuchthatthere
isareasonablepossibilitythatamaterialmisstatementoftheentity'sfinancialstatementswillnotbeprevented, or
detectedandcorrectedonatimelybasis.  WeconsiderthedeficienciesdescribedintheaccompanyingScheduleof
Findingsasitems2007-001and2007-002tobematerialweaknesses. 
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ComplianceandOtherMatters

AspartofobtainingreasonableassuranceaboutwhethertheCity'sfinancialstatementsarefreefrommaterial
misstatement, weperformedtestsofitscompliancewithcertainprovisionsoflaws, regulations, contracts, andgrant
agreements, noncompliancewithwhichcouldhaveadirectandmaterialeffectonthedeterminationoffinancial
statementamounts.  However, providinganopiniononcompliancewiththoseprovisionswasnotanobjectiveofour
audit, andaccordingly, wedonotexpresssuchanopinion.  Theresultsofourtestsdisclosednoinstancesof
noncomplianceorothermattersthatarerequiredtobereportedunderGovernmentAuditingStandards. 

City'sResponsestoFindings

TheCity'sresponsestothefindingsindentifiedinourauditaredescribedintheaccompanyingScheduleofFindings. 
TheCity'sresponseswerenotsubjectedtotheauditingproceduresappliedintheauditofthefinancialstatementsand,  
accordingly, weexpressnoopiniononthem. 

PurposeofthisReport

Thepurposeofthisreportissolelytodescribethescopeofourtestingofinternalcontrolandcomplianceandtheresults
ofthattesting, andnottoprovideanopinionontheeffectivenessoftheCity'sinternalcontroloroncompliance.  This
reportisanintegralpartofanauditperformedinaccordancewithGovernmentAuditingStandardsinconsideringthe
City'sinternalcontrolandcompliance.  Accordingly, thiscommunicationisnotsuitableforanyotherpurpose. 

CONWAY, DEUTH & SCHMIESING, PLLP
CertifiedPublicAccountants
Litchfield, Minnesota

April7, 2016
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CITYOFCOSMOS, MINNESOTA

SCHEDULEOFFINDINGSANDQUESTIONEDCOSTS
DECEMBER31, 2015

II. FINDINGSRELATEDTOFINANCIALSTATEMENTSAUDITEDINACCORDANCEWITHGOVERNMENT
AUDITINGSTANDARDS

PREVIOUSLYREPORTEDITEMSNOTRESOLVED

FINDING2007-001AUDITORPREPAREDFINANCIALSTATEMENTS

Condition: TheCitydoesnothaveaninternalcontrolsystemdesignedtoprovideforthepreparationof
thefinancialstatementsandtherelatednotesbeingaudited.  However, basedonthe
degreeofcomplexityandlevelofdetailneededtopreparethefinancialstatementsin
accordancewithaccountingprinciplesgenerallyacceptedintheUnitedStatesofAmerica
GAAP), theCityhasrequestedtheauditorstopreparethem. 

Criteria: Thepreparationofthefinancialstatementsandtherelatednotesaretheresponsibilityof
management. 

Cause: Therearealimitednumberofofficeemployeesandresourcesavailabletoallowforthe
adequatepreparationofthefinancialstatementsandtherelatednotesbytheCity. 

Effect: Thiscouldresultinamaterialmisstatementtothefinancialstatementsandrelatednotes
thatwouldnotbeprevented, ordetectedandcorrectedasaresultoftheCity'scurrent
internalcontrol. 

Recommendation: TheCityshouldcontinuetorequesttheassistancetodraftthefinancialstatementsand
yrelatednotesandthoroughlyreviewthesefinancialstatementsaftertheyhavebeen

preparedsotheCitycantakeresponsibilityforthem. 

MANAGEMENT'SRESPONSE

TheCityisawareofthis; however, duetosignificantcostandalimitednumberofemployees, itisintheCity'sbest
financialinteresttocontractforthepreparationofthefinancialstatements. 
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CITYOFCOSMOS, MINNESOTA

SCHEDULEOFFINDINGSANDQUESTIONEDCOSTS
DECEMBER31, 2015

II. FINDINGSRELATEDTOFINANCIALSTATEMENTSAUDITEDINACCORDANCEWITHGOVERNMENT
AUDITINGSTANDARDS (Cont'd) 

PREVIOUSLYREPORTEDITEMSNOTRESOLVED (Cont'd) 

FINDING2007-002LIMITEDSEGREGATIONOFDUTIES

Condition: Thereisanabsenceofappropriatesegregationofdutiesconsistentwithappropriatecontrol
objectivesduetoalimitednumberofemployees. 

Criteria: Thebasicpremiseisthatnoonepersonshouldhaveaccesstobothphysicalassetsand
therelatedaccountingrecordsortoallphasesofatransaction.  Thelackofsuchcontrols
couldresultintheoccurrenceofamaterialerrororfraudinrelationtothefinancial
statementsnotbeingdetectedbymanagement. 

Cause: TheCityhasassigneddutiestostaffbasedonacost-benefitrelationshiptotheCityandthe
practicalityofthelevelofstaffingtheCitymaintains. 

Effect: ThelackofadequatesegregationofdutiescouldadverselyaffecttheCity'sabilitytoinitiate,  
record, processandreportfinancialdataconsistentwiththeassertionsofmanagementin
thefinancialstatements. 

Recommendation: TheCityshouldcontinuetomonitorandevaluatethejobresponsibilitiesassignedtostaffto
determinewhetherthereisanunacceptablerisk. 

MANAGEMENT'SRESPONSE

TheCityisawareofthelimitedsegregationofdutiesandwillcontinuetoreviewinternalcontrolsandmakechanges
whentheycanbemade. 
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