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INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and
Members of the City Commission
City of Valley City

Valley City, North Dakota

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
City of Valley City, as of and for the year ended December 31, 2024, and the related notes to
the financial statements, which collectively comprise the City of Valley City’s basic financial
statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Valley City, as of
December 31, 2024, and the respective changes in financial position, and, where applicable,
cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of the City of
Valley City and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinions.

Correction of an Error

As discussed in Note 2 to the financial statements, the City of Valley City has restated beginning
capital assets and net position. Our opinions have not been modified with respect to this matter.

-2- Make Every Day Count |



Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the City of
Valley City’s ability to continue as a going concern for twelve months beyond the financial
statement date, including any currently known information that may raise substantial doubt
shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinions. Reasonable assurance is a high level of assurance
but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards and Government Auditing Standards will
always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user
based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and
Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the
audit.

o Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to
those risks. Such procedures include examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the City of Valley City’s internal control.
Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the City of Valley City’s ability to continue
as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Make Every Day Count |



Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
budgetary comparison schedule, schedule of city pension contributions, schedule of city’s share
of net pension liability, schedule of contributions to the OPEB plan and schedule of City’s share
of the OPEB liability as listed in the table of contents be presented to supplement the basic
financial statements. Such information is the responsibility of management and, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards
Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Management has omitted the Management’s Discussion and Analysis that accounting principles
generally accepted in the United States of America requires to be presented to supplement the
basic financial statements. Such missing information is the responsibility of management and,
although not a part of the basic financial statements, is required by Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. Our
opinion on the basic financial statements is not affected by the missing information.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Valley City’s basic financial statements. The accompanying
Combining Schedule of Revenues, Expenditures, and Changes in Fund Balances - General
Fund, by department, Nonmajor combining statements, and schedule of expenditures of federal
awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic
financial statements. The information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the Combining Schedule of Revenues,
Expenditures, and Changes in Fund Balances — General Fund, by department, Nonmajor
combining statements, and the schedule of expenditures of federal awards are fairly stated, in
all material respects, in relation to the basic financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other
information comprises the official directory but does not include the basic financial statements
and our auditor’s report thereon. Our opinions on the basic financial statements do not cover the
other information, and we do not express an opinion or any form of assurance thereon.
-4-
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In connection with our audit of the basic financial statements, our responsibility is to read the
other information and consider whether a material inconsistency exists between the other
information and the basic financial statements, or the other information otherwise appears to be
materially misstated. If, based on the work performed, we conclude that an uncorrected material
misstatement of the other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
September 26, 2025, on our consideration of the City of Valley City’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is solely to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the City of Valley
City’s internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering City of
Valley City’s internal control over financial reporting and compliance.

toudy Morls

BRADY, MARTZ & ASSOCIATES, P.C.
GRAND FORKS, NORTH DAKOTA

September 26, 2025
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CITY OF VALLEY CITY
STATEMENT OF NET POSITION
DECEMBER 31, 2024

Primary Government

Governmental Business-Type
Activities Activities Total
ASSETS
Cash and Investments $ 11,646,296 3,896,874 $ 15,543,170
Restricted Investments 808,208 133,450 941,658
Receivables:
Accounts (net) 115,169 881,500 996,669
Unbilled Revenues 16,876 510,581 527,457
Interest - 2,604 2,604
Intergovernmental Receivable 1,680,942 - 1,680,942
Property Taxes 23,320 - 23,320
Special Assessments 6,670,258 - 6,670,258
Leases - 13,507 13,507
Prepaid ltems 156 32,953 33,109
Inventories 2,018 1,175,744 1,177,762
Unearned Debits - 3,642 3,642
Internal Balances (5,000,000) 5,000,000 -
Total Current Assets 15,963,243 11,650,855 27,614,098
Capital Assets:
Land 1,383,540 392,498 1,776,038
Construction in Progress 3,493,870 911,544 4,405,414
Infrastructure 108,155,955 - 108,155,955
Buildings and improvements 3,108,220 17,502,419 20,610,639
Machinery and Equipment 1,787,549 19,819,252 21,606,801
Vehicles 3,546,757 - 3,546,757
Mains and Lines - 54,652,848 54,652,848
Right of Use Leased Assets 285,525 23,399 308,924

Accumulated Depreciation and Amortization

(24,030,159)

(51,072,439)

(75,102,598)

Total Capital Assets (Net of
Accumulated Depreciation and Amortization)

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Cost Sharing Defined Benefit Pension Plan - Main Plan
Cost Sharing Defined Benefit Pension Plan - Safety Plan
Cost Sharing OPEB

Total Deferred Outflows of Resources

97,731,257 42,229,521 139,960,778
113,694,500 53,880,376 167,574,876
998,285 - 998,285
250,349 - 250,349
34,287 - 34,287
1,282,921 - 1,282,921

See Notes to the Financial Statements
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CITY OF VALLEY CITY
STATEMENT OF NET POSITION - CONTINUED
DECEMBER 31, 2024

Primary Government

Governmental Business-Type
Activities Activities Total
LIABILITIES
Accounts Payable $ 526,223 $ 570,206 $ 1,096,429
Accrued Interest Payable 78,295 2,144 80,439
Deposits Payable 26,268 168,116 194,384
Unearned Revenue 2,916,759 - 2,916,759
Salaries and Benefits Payable 45,511 30,547 76,058
Long-Term Liabilities Due Within One Year 1,929,288 619,180 2,548,468
Noncurrent Liabilities:
Bonds Payable 12,594,499 640,000 13,234,499
Notes Payable 2,422,127 - 2,422,127
Finance Purchase 573,718 - 573,718
Other Post Employment Benefits - NDPERS 74,107 - 74,107
Net Pension Liability - Main Plan 1,257,459 - 1,257,459
Net Pension Liability - Safety Plan 57,581 - 57,581
Leases 177,165 3,130 180,295
Compensated Absences Payable 256,936 492,430 749,366
Less Amounts Due within One Year (1,929,288) (619,180) (2,548,468)
Total Liabilities 21,006,648 1,906,573 22,913,221
DEFERRED INFLOWS OF RESOURCES
Cost Sharing Defined Benefit Pension Plan - Main Plan 582,110 - 582,110
Cost Sharing Defined Benefit Pension Plan - Safety Plan 287,394 - 287,394
Cost Sharing OPEB 9,953 - 9,953
Leases - 13,094 13,094
Total Deferred Inflows of Resources 879,457 13,094 892,551
NET POSITION
Net Investment in Capital Assets 81,963,748 41,586,391 123,550,139
Restricted for:
Community Development 2,231,531 - 2,231,531
Debt Senvice 9,767,958 - 9,767,958
Emergency Services 12,013 - 12,013
Infrastructure 4,896,536 - 4,896,536
Unrestricted (5,780,470) 10,374,318 4,593,848
Total Net Position $ 93,091,316 $ 51,960,709 $ 145,052,025

See Notes to the Financial Statements
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Functions/Programs

Primary Government:
Governmental Activities:
General Government
Public Safety
Public Works
Culture and Recreation

Permanent Flood Protection

Economic Development
Interest and Fees

Total Governmental Activities

Business-type Activities:
Electric
Water
Sewer
Garbage

Total Business-type Activities

Total Primary Government

CITY OF VALLEY CITY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2024

Net (Expense) Revenue and

Program Revenues Changes in Net Position

Operating Capital Primary Government
Charges for Grants and Grants and Governmental Business-type
Expenses Services Contributions Contributions Activities Activities Total
$ 2,220,927 $ 160,122 $ 4,011,648 $ - $ 1,950,843 $ - $ 1,950,843
2,146,083 45,671 123,743 - (1,976,669) - (1,976,669)
3,582,704 255,845 645,288 6,658,674 3,977,103 - 3,977,103
1,122,380 - 26,823 - (1,095,557) - (1,095,557)
266,532 - - - (266,532) - (266,532)
753,681 - - - (753,681) - (753,681)
367,327 - - - (367,327) - (367,327)
10,459,634 461,638 4,807,502 6,658,674 1,468,180 - 1,468,180
6,167,339 8,280,077 1,082,180 - - 3,194,918 3,194,918
2,684,527 1,796,123 - 22,443 - (865,961) (865,961)
833,052 781,019 - - - (52,033) (52,033)
1,438,709 1,542,839 - - - 104,130 104,130
11,123,627 12,400,058 1,082,180 22,443 - 2,381,054 2,381,054
$ 21,583,261 $12,861,696 $ 5,889,682 $ 6,681,117
General Revenues:
Property Taxes, Levied for General Purposes 1,744,928 - 1,744,928
Property Taxes, Levied for Debt Senice 333,647 - 333,647
City Sales Tax 3,228,226 - 3,228,226
Franchise Fees 522,022 - 522,022
Interest 360,218 188,348 548,566
Miscellaneous Revenue 167,215 123,566 290,781
Capital contributions (4,625,760) 4,625,760 -
Transfers 1,713,044 (1,713,044) -
Total General Revenues and Transfers 3,443,540 3,224,630 6,668,170
Change in Net Position 4,911,720 5,605,684 10,517,404
Net Position - Beginning, as originally stated 89,243,352 46,355,025 135,598,377
Error Corrections - See Note 2 (1,063,756) - (1,063,756)
Net Position - Beginning, restated 88,179,596 46,355,025 134,534,621
Net Position - Ending $ 93,091,316 $ 51,960,709 $ 145,052,025

See Notes to the Financial Statements
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ASSETS
Cash and investments
Restricted investments
Receivables:
Accounts receivable, net
Unbilled Revenues
Intergovernmental receivable
Property taxes
Special assessments:
Current
Delinquent
Deferred
Due from other funds
Inventory
Prepaid items
Total Assets

LIABILITIES, DEFERRED INFLOW OF
RESOURCES AND FUND BALANCES
Liabilities

Accounts payable

Salaries and benefits payable

Due to other funds

Customer Deposits

Unearned Revenue

Total Liabilities

Deferred Inflows of Resources
Unavailable revenue - property taxes
Unavailable revenue - special assessments
Total Deferred Inflows
of Resources:

FUND BALANCES

Restricted for:
Community development
Debt service
Emergency services
Infrastructure

Non-spendable

Unassigned
Total Fund Balances

Total Liabilities, Deferred Inflows of
Resources and Fund Balances

CITY OF VALLEY CITY
BALANCE SHEET — GOVERNMENTAL FUNDS
DECEMBER 31, 2024

Permanent Infrastructure Nonmajor Total
Flood Paving Renewal & Municipal Governmental ~ Governmental

General Protection Projects Replacement Emergency Infrastructure  Debt Service Funds Funds
$ 1974441 $ -8 - $ 4619107 $ 78,739 $ 192,499 $ 3,200,631 $ 1,580,879 $ 11,646,296
- - - - - - 808,208 - 808,208
82,219 - - 24,386 - - - 8,564 115,169
- - - 16,876 - - - - 16,876
68,384 113,756 892,919 236,167 - - - 369,716 1,680,942
20,542 - - - - - - 2,778 23,320
106,609 - - - - - 686,824 - 793,433
25,118 - - - - - 23,160 - 48,278
700,889 - - - - - 5,127,658 - 5,828,547
- - - - - 2,923,566 - 21,664 2,945,230
2,018 - - - - - - - 2,018
156 - - - - - - - 156
$ 2980376 $ 113,756 $ 892919 $ 4,896,536 $ 78,739 $§ 3,116,065 $§ 9,846,481 $ 1,983,601 $ 23,908,473
$ 122,029 $ 6,272 $ 376,772 $ - $ - 8 - $ 228 $ 20,922 $ 526,223
45,511 - - - - - - - 45,511
- 330,319 7,593,247 - - - - 21,664 7,945,230
26,268 - - - - - - - 26,268
- - - - 66,726 2,850,033 - - 2,916,759
193,808 336,591 7,970,019 - 66,726 2,850,033 228 42,586 11,459,991
20,542 - - - - - - 2,778 23,320
832,615 - - - - - 5,837,642 - 6,670,257
853,157 - - - - - 5,837,642 2,778 6,693,577
- - - - - 266,032 - 1,962,721 2,228,753
- - - - - - 4,008,611 - 4,008,611
- - - - 12,013 - - - 12,013
- - - 4,896,536 - - - - 4,896,536
2,174 - - - - - - - 2,174
1,931,237 (222,835) (7,077,100) - - - - (24,484) (5,393,182)
1,933,411 (222,835) (7,077,100) 4,896,536 12,013 266,032 4,008,611 1,938,237 5,754,905
$ 2980376 $ 113,756 $ 892,919 $ 4,896,536 $ 78,739 $§ 3,116,065 $§ 9,846,481 $ 1,983,601 $ 23,908,473

See Notes to the Financial Statements
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CITY OF VALLEY CITY

RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
TO THE GOVERNMENT-WIDE STATEMENT OF NET POSITION

DECEMBER 31, 2024

Total Governmental Funds Balances

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

Capital assets used in the governmental activities are not financial
resources and, therefore, are not reported in the governmental funds.

Capital Assets $ 121,475,891
Right to Use Leased Assets 285,525
Accumulated Depreciation and Amortization (24,030,159)

Other long-term assets are not available to pay for current-period

expenditures and, therefore, are unavailable in the governmental funds.
Property taxes 23,320
Special assessments 6,670,257

Net deferred outflows/(inflows) of resources relating to the cost sharing
defined benefit and OPEB plans in the governmental activities are not
financial resources and, therefore, are not reported as deferred outflows
(inflows) of resources in the governmental funds.
Deferred outflows 1,282,921
Deferred inflows (879,457)

Long-term liabilities are not due and payable in the current period and,
therefore, are not included in the governmental funds:

Revenue bonds payable (12,594,499)
Notes payable (2,422,127)
Leases (177,165)
Finance purchase (573,718)
Other Post Employment Benefits - NDPERS (74,107)
Net pension liability - main plan (1,257,459)
Net pension liability - safety plan (57,581)
Interest payable (78,295)
Compensated absences (256,936)

$ 5,754,905

97,731,257

6,693,577

403,464

(17,491,887)

Net Position of Governmental Activities

See Notes to the Financial Statements
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REVENUES

Taxes
Special assessments
Franchise Fee
Licenses, permits and fees
Intergovernmental
Charges for services
Sales Tax
Interest
Miscellaneous

Total Revenues

EXPENDITURES
Current:
General government
Public safety
Public works
Culture and recreation
Economic Development

Permanent flood protection

Capital Outlay

Debt Service:
Principal retirement
Interest and fees

Total Expenditures

Excess (Deficiency) of Revenues
over (Under) Expenditures

OTHER FINANCING SOURCES (USES)
Proceeds from sale of assets
Proceeds from issuance of debt

Transfers in
Transfers out

Total other financing sources and uses
Net Change in Fund Balances

Fund Balances - Beginning

Fund Balances - Ending

CITY OF VALLEY CITY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2024

Permanent Infrastructure Nonmajor Total
Flood Paving Renewal & Municipal Governmental Governmental

General Protection Projects Replacement Emergency Infrastructure Debt Service Funds Funds
$ 1,417,792 § - 8 -9 -3 - $ - $ 333,647 $ 319,773 $§ 2,071,212
119,442 - - - - - 979,734 393 1,099,569
23,179 - - 498,843 - - - - 522,022
282,315 - - - - - - - 282,315
1,231,152 208,908 1,497,329 - - 3,310,619 30,000 26,823 6,304,831
179,324 - - - - - - - 179,324
25,085 - - 1,205,647 - - 197,120 1,800,370 3,228,222
360,218 - - - - - - - 360,218
166,570 - - - - - - 650 167,220
3,805,077 208,908 1,497,329 1,704,490 - 3,310,619 1,540,501 2,148,009 14,214,933
1,367,087 - - - - - - - 1,367,087
2,130,953 92 - - - - - - 2,131,045
1,202,144 - - - - - - - 1,202,144
318,932 - - - - - 30,891 772,557 1,122,380
- - - - - - - 753,681 753,681
- 266,532 - - - - - - 266,532
60,713 51,406 9,091,353 - - - - 58,863 9,262,335
152,751 - - - - - 1,679,268 - 1,832,019
22,830 - - - - - 341,768 - 364,598
5,255,410 318,030 9,091,353 - - - 2,051,927 1,585,101 18,301,821
(1,450,333) (109,122) (7,594,024) 1,704,490 - 3,310,619 (511,426) 562,908 (4,086,888)
4,000 1,000 - - - - - - 5,000
- - - - - - 856,525 - 856,525
2,617,752 - 3,890,591 - - - 560,510 24,914 7,093,767
(633,887) - - (200,735) - (3,310,619) (579,972) (655,510) (5,380,723)
1,987,865 1,000 3,890,591 (200,735) - (3,310,619) 837,063 (630,596) 2,574,569
537,532 (108,122) (3,703,433) 1,503,755 - - 325,637 (67,688) (1,512,319)
1,395,879 (114,713) (3,373,667) 3,392,781 12,013 266,032 3,682,974 2,005,925 7,267,224
$ 1933411 $§ (222,835) $ (7,077,100) $ 4,896,536 $ 12,013 § 266,032 $§ 4,008611 $ 1,938,237 $ 5,754,905

See Notes to the Financial Statements
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CITY OF VALLEY CITY
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2024

Net Change in Fund Balances - Total Governmental Funds $ (1,512,319)

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

Capital Outlays are reported in the governmental funds as expenditures.
However, in the statement of activities, the cost of those assets are
allocated over their estimated useful lives as depreciation expense.

Capital Outlays 9,262,335
Capital Contributions (4,625,760)
Depreciation/Amortization Expense (2,951,268)
Contributed infrastructure 4,308,152
Net book value of capital assets disposed (6,921)

Revenues in the statement of activities that do not provide current

financial resources are not reported as revenues in the governmental

funds.
Property Taxes (15,956)
Special Assessments (223,058)

Repayment of long-term debt is reported as an expenditure in
governmental funds. However, the repayment reduces long-term
liabilities in the Statement of Net Position. Loan proceeds provide
current financial resources to governmental funds, however, issuing

debt increases long-term liabilities in the Statement of Net Position.
Principal Debt Payments 1,832,019
Loan Proceeds (856,525)

Changes of the Net Pension Liability and OPEB are expenditures in the
governmental funds, but the change reduces long-term liabilities in the
statement of net position. (142,212)

Changes in deferred outflows and inflows of resources related to the
net pension liability. (173,093)

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

Accrued Compensated Absences Payable 19,055
Interest (2,729)
Changes in Net Position $ 4,911,720

See Notes to the Financial Statements
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CITY OF VALLEY CITY
STATEMENT NET POSITION
PROPRIETARY FUNDS
DECEMBER 31, 2024

Electric Water Sewer Garbage Total
ASSETS
Current assets:
Cash and Investments $ 1847105 $ 160,160 $ 1,706,707 $ 182,902 $ 3,896,874
Restricted investments - 112,200 21,250 - 133,450
Accounts receivable (net)
Accounts 622,584 95,833 50,508 112,575 881,500
Unbilled revenues 355,549 69,356 37,212 48,464 510,581
Accrued interest - 2,189 415 - 2,604
Leases - - - 13,507 13,507
Due from other funds 5,000,000 200,000 50,000 50,000 5,300,000
Inventory 1,034,641 141,103 - - 1,175,744
Prepaid items 32,953 - - - 32,953
Unearned debits - 3,642 - - 3,642
Total Current Assets 8,892,832 784,483 1,866,092 407,448 11,950,855
Non-Current Assets:
Capital assets:
Land 114,385 147,572 81,047 49,494 392,498
Construction in progress 804,586 106,958 - - 911,544
Capital assets (net of accumulated depreciation):
Buildings and Improvements 3,110 8,093,368 593,262 295,874 8,985,614
Machinery and Equipment 339,384 4,699,722 1,304,915 705,119 7,049,140
Mains and Lines 3,485,369 11,355,619 10,046,882 - 24,887,870
Right of use leased assets 2,855 - - - 2,855
Total Non-Current Assets 4,749,689 24,403,239 12,026,106 1,050,487 42,229,521
Total Assets 13,642,521 25,187,722 13,892,198 1,457,935 54,180,376
LIABILITIES
Current Liabilities:
Accounts payable 526,093 5,887 10,871 27,355 570,206
Customer deposits 165,366 2,750 - - 168,116
Salaries and benefits payable 20,309 5,135 1,827 3,276 30,547
Due to other funds 300,000 - - - 300,000
Accrued interest payable - 1,826 318 - 2,144
Revenue bonds payable - 105,000 15,000 - 120,000
Compensated absences 492,430 - - - 492,430
Total Current Liabilities 1,504,198 120,598 28,016 30,631 1,683,443
Non-Current Liabilities:
Revenue bonds payable - 440,000 80,000 - 520,000
Lease liability 3,130 - - - 3,130
Total Non-Current Liabilities 3,130 440,000 80,000 - 523,130
Total Liabilities 1,507,328 560,598 108,016 30,631 2,206,573
DEFERRED INFLOWS OF RESOURCES
Leases related - - - 13,094 13,094
Total Deferred Inflows of Resources - - - 13,094 13,094
NET POSITION
Net Investment in Capital Assets 4,746,559 23,858,239 11,931,106 1,050,487 41,586,391
Unrestricted 7,388,634 768,885 1,853,076 363,723 10,374,318
Total Net Position $ 12,135,193 $24,627,124 $13,784,182 $ 1,414,210 $ 51,960,709

See Notes to the Financial Statements
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CITY OF VALLEY CITY

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
PROPRIETARY FUNDS

FOR THE YEAR ENDED DECEMBER 31, 2024

OPERATING REVENUES:
Charges for services
Landfill fees
Miscellaneous

Total Operating Revenues

OPERATING EXPENSES:
Production and pumping
Cost of power
Distribution
Landfill and collections
Customer accounts
Customer service and information
Administration and general
Depreciation/amortization
Costs of services contributed to City

Total Operating Expenses
Operating Income (Loss)

NON-OPERATING REVENUES (EXPENSES):
Interest income
Net Merchandise Revenue
Grant Income
Interest and service charges

Total Non-Operating Revenues (Expenses)
Income (Loss) before contributions and transfers

Capital contributions
Transfers in
Transfers out

Changes in Net Position
Total Net Position - Beginning

Total Net Position - Ending

Electric Water Sewer Garbage Total
$ 8265919 $§ 1794526 $ 780,169 $ 1,239,777 $ 12,080,391
- - - 301,686 301,686
14,158 1,597 850 1,376 17,981
8,280,077 1,796,123 781,019 1,542,839 12,400,058
77,813 819,628 37 - 897,478
4,014,911 - - - 4,014,911
626,064 227,885 297,940 331 1,152,220
- - - 1,107,644 1,107,644
58,459 - - - 58,459
2,313 - - - 2,313
824,933 351,396 139,547 159,761 1,475,637
496,852 1,278,974 394,478 170,406 2,340,710
65,773 392 - 567 66,732
6,167,118 2,678,275 832,002 1,438,709 11,116,104
2,112,959 (882,152) (50,983) 104,130 1,283,954
179,607 7,746 995 - 188,348
11,720 21,217 29,623 61,006 123,566
1,082,180 22,443 - - 1,104,623
(221) (6,252) (1,050) - (7,523)
1,273,286 45,154 29,568 61,006 1,409,014
3,386,245 (836,998) (21,415) 165,136 2,692,968
- 3,185,590 1,440,170 - 4,625,760
5,556 - - - 5,556
(1,718,600) - - - (1,718,600)
1,673,201 2,348,592 1,418,755 165,136 5,605,684
10,461,992 22,278,532 12,365,427 1,249,074 46,355,025
$ 12135193 $ 24,627,124 § 13,784,182 $ 1,414,210 $ 51,960,709

See Notes to the Financial Statements
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CITY OF VALLEY CITY
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2024

Totals
Electric Water Sewer Garbage Current Year
CASH FLOWS FROM OPERATING
ACTIVITIES
Receipts from Customers and Users $ 8,248,403 $ 1,803,816 $ 782,722 $ 1,550,013 $ 12,384,954
Payments to Suppliers (4,945,358) (1,052,157) (290,555) (1,108,280) (7,396,350)
Payments to Employees (734,212) (349,350) (138,701) (169,664) (1,391,927)
Other Operating Revenue 14,158 1,597 850 1,376 17,981
Net Cash Provided (Used) by Operating Activities 2,582,991 403,906 354,316 273,445 3,614,658
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Transfers In 5,656 - - - 5,656
Transfers Out (1,718,600) - - - (1,718,600)
Due to/from Other Funds (4,607,614) (200,000) (50,000) (142,386) (5,000,000)
Other Income 11,720 21,217 29,623 61,006 123,566
Grant Proceeds 1,082,180 22,443 - - 1,104,623
Net Cash Provided by Noncapital
Financing Activities (5,226,758) (156,340) (20,377) (81,380) (5,484,855)
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Acquisition and Construction of Capital Assets (498,024) (163,168) (106,288) (21,017) (788,497)
Proceeds from Lease Receivables - - - 11,854 11,854
Principal Payments on Long-Term Debt (6,750) (105,000) (15,000) - (126,750)
Interest and Fiscal Charges on Debt (221) (5,589) (2,012) - (7,822)
Net Cash Provided (Used) by Capital
and Related Financing Activities (504,995) (273,757) (123,300) (9,163) (911,215)
CASH FLOWS FROM INVESTING
ACTIVITIES
Interest Income 223,666 5,649 598 - 229,913
Net Cash Provided (Used) by
Investing Activities 223,666 5,649 598 - 229,913
Net Increase (Decrease) in Cash and Cash Equivalents (2,925,096) (20,542) 211,237 182,902 (2,551,499)
Cash and Cash Equivalents, January 1 4,772,201 292,902 1,516,720 - 6,581,823
Cash and Cash Equivalents, December 31 $ 1,847,105 $ 272,360 $ 1,727,957 $ 182,902 $ 4,030,324
RECONCILIATION OF CASH AND RESTRICTED CASH
Cash $ 1,847,105 $ 160,160 $ 1,706,707 $ 182,902 $ 3,896,874
Restricted Cash - 112,200 21,250 - 133,450
Total Cash and Restricted Cash $ 1,847,105 $ 272,360 $ 1,727,957 $ 182,902 $ 4,030,324
Reconciliation of Operating Income to
Net Cash Provided (Used) by Operating
Activities:
Operating Income (Loss) $ 2,112,959 $ (882,152) $ (50,983) $ 104,130 $ 1,283,954
Adjustments to Reconcile Operating
Income (Loss) to Net Cash Provided (Used)
by Operating Activities:
Depreciation and Amortization Expense 496,852 1,278,974 394,478 170,406 2,340,710
Changes in Assets and Liabilities:
Accounts Receivable (38,987) 16,530 1,896 11,906 (8,655)
Unbilled Revenue (33,318) (7,240) 657 (3,356) (43,257)
Inventory (207,927) 7,472 - - (200,455)
Prepaid ltems (20,021) - - - (20,021)
Accounts Payable 127,923 (11,724) 7,422 262 123,883
Deposits Payable 54,789 - - - 54,789
Salaries and Benefits Payable 8,165 2,046 846 1,998 13,055
Compensated Absences 82,556 - - - 82,556
Deferred Inflows - - - (11,901) (11,901)
Net Cash Provided (Used) by Operating Activities $ 2,582,991 § 403,906 $ 354,316 $ 273,445 $ 3,614,658
Noncash Investing, Capital, and Financing Activities
Contribution of Capital Assets from Capital Project Funds $ - $ 3,185,590 $ 1,440,170 $ - $ 4,625,760

See Notes to the Financial Statements
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CITY OF VALLEY CITY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Valley City was incorporated in 1883 and operates under a commission form of
government. In 1991, the City passed a resolution for the City of Valley City to adopt a home
rule charter. The accounting policies of the City conform to generally accepted accounting
principles applicable to governmental units. The water, sewer, and electrical activities of the
Valley City Public Works (VCPW) are nonregulated. The more significant of the government's
accounting policies are described below.

The basic financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America as applied to governments. The
Governmental Accounting Standards Board (GASB) is the standard-setting body for
establishing governmental accounting and financial reporting principles, which are primarily set
forth in the GASB’s Codification of Governmental Accounting and Financial Reporting
Standards (GASB Codification). The City’s significant accounting policies are described below:

Reporting Entity

The accompanying financial statements present the activities of the City of Valley City. The City
has considered all potential component units for which the City is financially accountable and
other organizations for which the nature and significance of their relationships with the City are
such that exclusion would cause the City’s financial statements to be misleading or incomplete.
The Governmental Accounting Standards Board has set forth criteria to be considered in
determining financial accountability. This criterion includes appointing a voting majority of an
organization’s governing body and (1) the ability of the City of Valley City to impose its will on
that organization or (2) the potential for the organization to provide specific financial benefits to,
or impose specific financial burdens on the City of Valley City.

Based on these criteria, there are no component units to be included within the City of Valley
City as a reporting entity.

Basis of Presentation

The goal of government-wide financial statements is to present a broad overview of
government’s finances. The basic statements that form the government-wide financial
statements are the statement of net position and the statement of activities. These two
statements report information on all of the non-fiduciary activities of the government. For the
most part, the effect of interfund activity has been removed from these statements. Exceptions
to this rule are charges from the City’s electric, water and sewer utilities, and other functions of
the City. Elimination of these charges would distort the direct costs and program revenues
reported from the various functions concerned. Governmental activities, which are normally
financed through taxes and intergovernmental revenues, are reported separately from
business-type activities, which are normally financed through user fees and charges for goods
or services.

The statement of activities presents a comparison between direct expenses and program
revenues for each function of the City’s governmental activities. Direct expenses are those that
are specifically associated with a program or function and, therefore, are clearly identifiable to a
particular function. Program revenues include (a) fees, fines and charges paid by the recipients
of goods or services offered by the programs and (b) grants and contributions that are restricted
to meeting the operational or capital requirements of a particular program. Revenues that are
not classified as program revenues, including all taxes, are presented as general revenues.
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CITY OF VALLEY CITY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2024

Separate financial statements are prepared for governmental funds and proprietary funds. Major
individual governmental funds are reported as separate columns in the fund financial
statements.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide and proprietary fund financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of the related cash flows. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenue as soon as eligibility
requirements imposed by the provider have been met. Although agency funds have no
measurement focus, they also use the accrual basis of accounting to recognize receivables and
payables.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method, revenues
are recognized as soon as they are both measurable and available. Revenues are considered
to be available when they are collectible within the current period or soon enough thereafter to
pay liabilities of the current period. For this purpose, the City considers revenues to be available
if they are collected within 60 days of the end of the current fiscal period. Expenditures generally
are recorded when a liability is incurred, as under accrual accounting. However, debt service
expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

Taxes, special assessments, intergovernmental revenue, permits, charges for services and
investment income associated with the current fiscal period are the major revenues that are
considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period to the extent they are collected in 60 days. All other revenue items are
considered to be measurable and available only when the City receives cash.

The City reports the following major governmental funds:
General Fund — The general fund is the general operating fund of the City. All financial
resources of the general government that are not required to be reported in another fund are

accounted for in the general fund.

Permanent Flood Protection — This fund accounts for the resources accumulated and payments
made for permanent flood protection projects.

Paving Projects — This fund accounts for the resources accumulated and payments made for
city paving projects.

Infrastructure Renewal & Replacement — This fund accounts for the resources accumulated and
payments made for infrastructure projects.

Emergency - This fund accounts for emergency flood related activity.

Municipal Infrastructure - This fund accounts for the resources accumulated and payments
made for infrastructure projects.
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CITY OF VALLEY CITY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2024

Debt Service — This fund accounts for the resources accumulated and payments made for
principal and interest on all general obligation and special assessment bonds of governmental
funds.

The City reports the following major proprietary funds:
Electric — This fund accounts for the provision of electric service to the residents of the City.
Water — This fund accounts for the provision of water utility service to the residents of the City.

Sewer — This fund accounts for the provision of sanitary sewer service to the residents of the
City.

Garbage — This fund accounts for the provision of sanitation and garbage removal service to the
residents of the City.

Amounts reported as program revenues include the following: amounts received from those who
purchase, use, or directly benefit from a program; amounts received from parties outside the
City that are restricted to one or more specific programs; and earnings on investments that are
legally restricted for a specific program. Revenues that do not meet the previous criteria are
reported as general revenues, including all taxes.

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

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

Other Significant Accounting Policies

Budgets and Budgetary Accounting

An annual budget is adopted only for the general fund. The budget is adopted on a basis
consistent with generally accepted accounting principles (GAAP). Budgetary comparisons
presented in this report are on this budgetary basis.

Appropriations are authorized by the city commission at the fund level, which is the legal level of
budgetary control. Administrative control is maintained through the establishment of more
detailed line-item budget.

The budget is legally enacted through passage of a budget ordinance no later than October 1.

All unexpended appropriations lapse at year-end.

Any changes in the total budget of each fund must be approved by a majority vote of the city
commission.
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CITY OF VALLEY CITY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2024

Cash and Cash Equivalents, and Restricted Cash

Cash balances from all funds are combined and invested to the extent available in authorized
investments. Earnings from such investments are allocated to the respective funds on the basis
of applicable cash balance participation by each fund.

The City considers cash equivalents to be certificates of deposit, and other highly liquid
investments with original maturities of three months or less. The City is not carrying any cash
equivalents as of December 31, 2024.

Restricted cash consists of amounts that have been restricted to meet bond reserve
requirements or set aside as customer deposits.

Investments
Investments consist of certificates of deposits with original maturities of three months or more.
Inventories

The costs of inventory items are recognized as expenditures in governmental funds when
purchased and as expenses in proprietary funds when used. Proprietary fund inventories are
presented on an average cost basis.

Prepaid Items

Payments made to vendors for services that will benefit periods beyond December 31, 2024,
are recorded as prepaid items in both government-wide and fund financial statements.

Property Taxes

Property taxes attach as an enforceable lien on property on January 1. The tax levy may be
paid in two installments: the first installment includes one-half of the real estate taxes and all the
special assessments; the second installment is the balance of the real estate taxes. The first
installment is due by March 1 and the second installment is due by October 15. A 5% discount
is allowed if all taxes are paid by February 15. After the due dates, the bill becomes delinquent
and penalties are assessed.

Taxes which remain unpaid at December 31 are classified as delinquent taxes receivable and
the portion not available within 60 days is fully offset by deferred revenue because it is not
available to finance current expenditures. The delinquent taxes receivable represents the past
five years of uncollected tax levies.

Special Assessments

Special assessments are levied against the benefited properties for the assessable costs of
special assessment improvement projects in accordance with the state statutes. The
Assessments are collectible over a term of years generally consistent with the term of years of
the related bond issue. Collection of annual installments (including interest) is handled by the
county and remitted to the City at the same time property tax settlements are made. Property
owners are allowed to prepay total future installments plus accrued interest without prepayment
penalties. Special assessments are generally collected by the county and remitted to the City at
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CITY OF VALLEY CITY
NOTES TO THE FINANCIAL STATEMENTS - CONTINUED
DECEMBER 31, 2024

the same time the tax settlements are made. Special assessments receivable includes the
following components:

Delinquent - amounts billed to property owners but not paid.
Deferred — assessment installments that will be billed to property owners in future years.
Interfund — assessment installments for proprietary fund owned property not yet paid.

Receivable and Credit Policy

Trade receivables are uncollateralized customer obligations due under normal trade terms
requiring payment within 30 days from the invoice date. The receivables are charged a late fee
of %2% of the billing amount after 30 days from the invoice date. Payments on trade receivables
are applied to the earliest unpaid invoices. No allowance has been deemed necessary.

Capital Assets

Capital assets, which include property