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Management’s Discussion and Analysis 

This discussion and analysis presents an overview of the 
financial activities and financial position for the City of Sioux 
Falls (the “City”) for the year ended December 31, 2018. 
Please read and consider the information presented here in 
conjunction with additional information that we have 
furnished in our letter of transmittal, which can be found on 
page 3 of this report.  

Financial Highlights 
Government-wide Statements 

 The assets and deferred outflows of resources of 
the City exceeded liabilities and deferred inflows at 
the close of the 2018 fiscal year by $1.7 billion (net 
position). Of this amount, $155.1 million 
(unrestricted net position) may be used to meet the 
government’s ongoing obligations to citizens and 
creditors. 

Fund Financial Statements 

 As of the close of the 2018 fiscal year, the City’s 
governmental funds reported combined ending 
fund balances of $158.3 million, a decrease of $2.4 
million in comparison with the prior year balance. 
Of this balance, $48.3 million constitutes 
unassigned fund balance, $7.6 million assigned, 
$39.5 million committed, $54.7 million restricted, 
and $8.2 million nonspendable. 

 The City’s five enterprise funds ended the year 
with net position of $529.1 million, an increase of 
$30.6 million. Net cash flows from operations were 
$47.6 million while net cash used by capital and 
financing activities was $24.4 million.  

 At the end of the 2018 fiscal year, the General 
Fund assigned and unassigned fund balance was 
$52.1 million, an increase of $5.4 million. This 
balance represents 32.2 percent of the final 2018 
General Fund expenditure budget of $161.7 
million. 

Overview of the Financial Statements 
This discussion and analysis is intended to serve as an 
introduction to the City’s basic financial statements. The 
City’s basic financial statements are comprised of three 
components: (1) government-wide financial statements; 
(2) fund financial statements; and (3) notes to the financial 
statements. This report also contains other supplementary 
information in addition to the basic financial statements 
themselves. 

Government-wide financial statements. The government-
wide financial statements are designed to provide readers 
with a broad overview of the City’s finances in a manner 
similar to a private sector business. 

The statement of net position presents information on all of 
the City’s assets and deferred outflows of resources and 
liabilities and deferred inflows of resources, with the 
difference between them being reported as net position. 
Over time, increases or decreases in net position may serve 

as a useful indicator of whether the financial position of the 
City is improving or deteriorating. 

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

Both of the government-wide financial statements 
distinguish functions of the City that are principally 
supported by taxes and intergovernmental revenues 
(governmental activities) from other functions that are 
intended to recover all or a significant portion of their costs 
through user fees and charges (business-type activities). 
The governmental activities of the City include general 
government, public safety, highways and streets, public 
health, culture and recreation, and urban and economic 
development. The business-type activities of the City 
include the enterprise activities of the electric light, public 
parking, sanitary landfill, water, and water reclamation 
operations. 

The government-wide financial statements include not only 
the City itself (known as the primary government), but also 
the legally separate Housing and Redevelopment Authority 
and Metro Communications Agency for which the City is 
considered to be financially accountable or for which the 
nature and significance of their relationship with the City is 
such that the exclusion would cause the City’s financial 
statements to be misleading or incomplete. Financial 
information for these component units are reported 
separately from the financial information presented for the 
primary government itself. 

The government-wide financial statements can be found on 
pages 26-28 of this report. 

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

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

Because the focus of governmental funds is narrower than 
that of the government-wide financial statements, it is useful 
to compare the information presented for governmental 
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funds with similar information presented for governmental 
activities in the government-wide financial statements. By 
doing so, readers may better understand the long-term 
impact of the government’s near-term financing decisions. 
Both the governmental fund balance sheet and the 
governmental fund statement of revenues, expenditures, 
and changes in fund balances provide a reconciliation to 
facilitate this comparison between governmental funds and 
governmental activities. 

The City maintains 12 individual governmental funds. 
Information is presented separately in the governmental 
fund balance sheet and in the governmental fund statement 
of revenues, expenditures, and changes in fund balances 
for the General Fund, Entertainment Tax Fund, Sales and 
Use Tax Fund, Community Development Fund, Storm 
Drainage Fund, and General Construction Fund, all of which 
are considered to be major funds. Data from the other six 
governmental funds is combined into a single, aggregated 
presentation. Individual fund data for each of these non-
major governmental funds is provided in the form of 
combining statements following the notes to the financial 
statements. As of year-end December 31, 2018, the two 
non-major capital project funds have been closed.  

The City adopts an annual appropriated budget for its 
governmental funds. A budgetary comparison statement 
has been provided as required supplementary information 
for the major governmental funds to demonstrate 
compliance with this budget. 

The basic governmental fund financial statements can be 
found beginning on page 29 of this report. 

Proprietary funds. The City maintains two different types 
of proprietary funds. Enterprise funds are used to report the 
same functions presented as business-type activities in the 
government-wide financial statements. The City uses 
enterprise funds to account for its electric light, public 
parking, sanitary landfill, water, and water reclamation 
operations.  

Internal service funds are used to accumulate and allocate 
costs internally among the City’s various functions. The City 
uses internal service funds to account for its employee 
group health, workers’ compensation, property/liability 
insurance, vehicle fleet, and technology. All of these 
services predominantly benefit governmental rather than 
business-type functions; therefore, they have been included 
within governmental activities in the government-wide 
financial statements. 

Proprietary funds provide the same type of information as 
the government-wide financial statements, only in more 
detail. The proprietary fund financial statements provide 
separate information for each of the enterprise funds, all of 
which are considered to be major funds of the City. 
Conversely, all internal service funds are combined into a 
single, aggregated presentation in the proprietary fund 
financial statements. Individual fund data for the internal 
service funds is provided in the form of combining 
statements on pages 115-120 of this report. 

The basic proprietary fund financial statements can be 
found beginning on page 37 of this report. 

Fiduciary funds. Fiduciary funds are used to account for 
resources held for the benefit of parties outside the 
government. Fiduciary funds are not reflected in the 
government-wide financial statements because the 
resources of those funds are not available to support the 
City’s own programs. The accounting used for fiduciary 
funds is much like that used for proprietary funds. 

The City’s fiduciary funds consist of the City’s two pension 
and one other post-employment trust funds, the Employee’s 
Retirement System, the Firefighters’ Pension Fund and the 
retiree health OPEB (Other Post-Employment Benefits) 
Trust. The basic fiduciary fund financial statements for 
these funds can be found on pages 43 and 44 of this report. 

Notes to the financial statements. The notes provide 
additional information that is essential to a full 
understanding of the data provided in the government-wide 
and fund financial statements. The notes to the financial 
statements begin on page 45 of this report. 

Other information. In addition to the basic financial 
statements and accompanying notes, this report also 
presents certain required supplementary information. This 
section includes a budgetary comparison schedule and 
related notes for the general fund and each major special 
revenue, as well as information concerning the City’s 
progress in funding its obligation to provide pension benefits 
to its employees. Required supplementary information can 
be found on pages 81-93 of this report. 

The combining statements referred to earlier in connection 
with non-major governmental funds and internal service 
funds are presented immediately following the required 
supplementary information. 



18

City of Sioux Falls 
Comprehensive Annual Financial Report 
December 31, 2018 
 
Management’s Discussion and Analysis 

Government-wide Financial Analysis 
Net position. As presented in the following table, the City’s 
assets and deferred outflows of resources exceeded 
liabilities and deferred inflows of resources by $1.7 billion at 
the close of the fiscal year ending December 31, 2018. 

 

  

2017 2018 2017 2018 2017 2018

Current and Other Assets 209,900,249$     207,839,154$    86,490,802$      111,796,079$   296,391,051$    319,635,233$     
Capital Assets 1,166,885,715    1,200,572,460   563,402,580      584,196,189     1,730,288,295   1,784,768,649    

Total Assets 1,376,785,964    1,408,411,614   649,893,382      695,992,268     2,026,679,346   2,104,403,882    

Deferred Outflows of Resources 16,559,224        72,901,720        2,404,868         8,775,327         18,964,092        81,677,047        

Long-term Liabilities 194,843,761       234,948,464      125,534,930      142,533,906     320,378,691      377,482,370      
Other Liabilities 30,145,864        27,935,214        20,695,303       24,364,397       50,841,167        52,299,611        

Total Liabilities 224,989,625       262,883,678      146,230,233      166,898,303     371,219,858      429,781,981      

Deferred Inflows of Resources 40,563,505        48,841,402        4,842,449         5,836,579         45,405,954        54,677,981        

Net Position:
Net Investment in Capital Assets 994,726,890       1,021,045,334   441,954,230      460,700,572     1,436,681,120   1,481,745,906    
Restricted 62,906,294        59,535,309        3,442,244         5,201,229         66,348,538        64,736,538        
Unrestricted 70,158,874        89,007,611        55,829,094       66,130,912       125,987,968      155,138,523      

Total Net Position 1,127,792,058$  1,169,588,254$  501,225,568$    532,032,713$   1,629,017,626$  1,701,620,967$  

Net Position

Governmental Activities Business-type Activities Total

 

By far the largest portion of the City’s net position, 87.1 
percent, is investments in capital assets (e.g., land, 
buildings, infrastructure, and equipment), less any related 
debt used to acquire those assets that is still outstanding. 
The City uses these capital assets to provide services to 
citizens; consequently, these assets are not available for 
future spending. Although the City’s investment in its capital 
assets is reported net of related debt, it should be noted that 
the resources needed to repay this debt must be provided 
from other sources, since the capital assets themselves 
cannot be used to liquidate these liabilities. 

Restricted net position, which comprises 3.8 percent of total 
net position, decreased from $66.3 million in 2017 to 
$64.7 million in 2018. This decrease is primarily due to the 

decrease in governmental debt which decreased debt 
reserve requirements. 

The remaining balance of $155.1 million, 9.1 percent, in 
unrestricted net position may be used to meet the 
government’s ongoing obligations to citizens and creditors. 
Certain balances within unrestricted net position have 
internally imposed designations or limitations which may 
further limit the purpose for which such net position may be 
used. For example, a portion of the unrestricted net position 
within the City’s Sales and Use Tax Fund has been set 
aside to provide for capital projects that are carried forward 
from the previous year’s capital program but do not have 
outstanding contracts or encumbrances as outlined on page 
57.
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Changes in net position. The City’s net position increased 
by $72.6 million as revenues exceeded expenses during the 
current fiscal year. 

More details that account for the change in net position are 
provided in the following analysis of the governmental and 
business-type activities. 

2017 2018 2017 2018 2017 2018

Revenues:
Program Revenues:

Charges for Services 15,286,839$        15,034,348$        87,283,083$     89,467,866$     102,569,922$      104,502,214$      
Operating Grants and Contributions 16,081,817          14,222,835          181,301            75,559             16,263,118         14,298,394          
Capital Grants and Contributions 18,666,162          21,112,481          11,623,136       11,766,244       30,289,298         32,878,725          

General Revenues:
Property Taxes 60,115,348          62,653,215          -                      -                      60,115,348         62,653,215          
Sales Taxes 132,448,059        137,004,842        -                      -                      132,448,059        137,004,842        
Other Taxes 12,863,186          13,917,255          -                      -                      12,863,186         13,917,255          
Other 3,856,955           6,701,833           4,095,101         4,347,046         7,952,056           11,048,879          

Grants and Contributions not Restricted
to Specific Programs 5,886,719           6,070,876           -                      -                      5,886,719           6,070,876            

Total Revenues 265,205,085        276,717,685        103,182,621     105,656,715     368,387,706        382,374,400        

Expenses:
General Government 13,766,907          17,310,632          -                      -                      13,766,907         17,310,632          
Public Safety 45,345,386          64,569,696          -                      -                      45,345,386         64,569,696          
Highways & Streets 52,617,614          68,023,930          -                      -                      52,617,614         68,023,930          
Public Health 10,426,180          12,032,129          -                      -                      10,426,180         12,032,129          
Culture & Recreation 40,258,180          43,717,358          -                      -                      40,258,180         43,717,358          
Urban & Economic Development 20,594,543          23,118,511          -                      -                      20,594,543         23,118,511          
Interest on Long-term Debt 6,693,992           6,343,156           -                      -                      6,693,992           6,343,156            
Electric Light -                         -                         8,803,782         9,562,823         8,803,782           9,562,823            
Public Parking -                         -                         1,897,465         2,741,375         1,897,465           2,741,375            
Sanitary Landfill -                         -                         10,686,231       10,216,724       10,686,231         10,216,724          
Water -                         -                         26,305,766       27,002,192       26,305,766         27,002,192          
Water Reclamation -                         -                         21,218,037       25,132,533       21,218,037         25,132,533          

Total Expenses 189,702,802        235,115,412        68,911,281       74,655,647       258,614,083        309,771,059        

Excess before Transfers 75,502,283          41,602,273          34,271,340       31,001,068       109,773,623        72,603,341          
Transfers 2,001,008           193,923              (2,001,008)        (193,923)          -                        -                         

Change in Net Position 77,503,291          41,796,196          32,270,332       30,807,145       109,773,623        72,603,341          

Net Position - Beginning 1,050,288,767     1,127,792,058     468,955,236     501,225,568     1,519,244,003     1,629,017,626     

Net Position - Ending 1,127,792,058$   1,169,588,254$   501,225,568$    532,032,713$   1,629,017,626$   1,701,620,967$    

Governmental Activities Business-type Activities Total

Changes in Net Position

Governmental activities. Governmental activities 
increased the City’s net position by $41.8 million, thereby 
accounting for 57.6 percent of the total growth in the net 
position of the City.  

Revenues increased $11.5 million or 4.3 percent. This 
increase was primarily the result of an increase in sales tax 
revenue and property tax revenue of $4.6 million and $2.5 
million respectively, as well as an increase in investment 
income. Expenses increased $45.4 million or 23.9 percent 
in comparison to the previous year. 

Business-type activities. Business-type activities 
increased the City’s net position by $30.8 million, 
accounting for 42.4 percent of the total growth in the 
government’s net position. This growth is due to increased 
revenue over expenses as the City continues to plan for 
both current and future infrastructure investment. 
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A breakdown of governmental and business-type revenues 
and expenses are shown on the following four charts:

Taxes account for 77 percent of total governmental 
revenues. Of this, sales tax comprises 64 percent of total 
taxes collected, followed by property taxes at 29 percent, 
and the remainder is frontage and other taxes.

Public Safety and Highways and Streets comprise over half 
of the total governmental expenses. 

As water and water reclamation utilities provide service to 
all citizens of Sioux Falls, these utilities account for the 
largest portion of business-type revenues.

All business-type activities provided program revenues in 
excess of expenses. 
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Financial Analysis of the City’s Funds 
As noted earlier, the City uses fund accounting to 
demonstrate compliance with finance-related legal 
requirements. Some funds are required statutorily while 
others are established internally to assist management in 
accounting for certain activities. 

Governmental Funds 

The focus of the City’s governmental funds is to provide 
information on near-term inflows, outflows, and balances of 
spendable resources. Such information is useful in 
assessing the City’s financial needs.  

As of the end of the current fiscal year, the City’s 
governmental funds reported combined ending fund 
balances of $158.3 million.  

Approximately 30.5 percent, or $48.3 million, of this 
combined ending fund balance constitutes unassigned fund 
balance. The remainder of fund balance is assigned 
($7.6 million, 4.8 percent), committed ($39.5 million, 
25.0 percent), restricted ($54.7 million, 34.6 percent), or 
nonspendable ($8.2 million, 5.1 percent).  

The General Fund is the primary operating fund of the City. 
At the end of the current fiscal year, the assigned and 
unassigned fund balance, combined, was $52.1 million. 
This balance increased in 2018 by $5.4 million, representing 
32.2 percent of the final 2018 General Fund expenditure 
budget of $161.7 million. The City has a reserve policy 
target of 25 percent (assigned and unassigned fund 
balance).  The City strategically manages reserves above 
this target to plan for the operating impacts resulting from 
future growth, including the ability to operate and maintain 
new capital infrastructure such as fire stations, libraries, and 
other new facilities.  

Year-over-year, total revenues increased by $5.9 million. A 
major contributing factor to this increase was an increase in 
sales tax revenue of $2.3 million or 3.7 percent, and an 
increase in property tax revenue of $2.6 million or 4.6 
percent.  

Operating expenditures increased by $5.0 million, or 
3.5 percent, in 2018. Most of the operating expenditure 
increases were attributable to increases in personnel costs. 
The City continues to carefully prioritize its resources in 
order to keep up with the fast pace of growth and providing 
quality services.  

Changes within the various service areas are shown in the 
following table. Highways and Streets incurred the largest 
increase in expenditures at $2.9 million or 13.3 percent, 
which is primarily the result of increased snow removal 
expense due to unfavorable weather conditions early in the 
year. Public Safety also experienced an increase in 
expenditures of $2.6 million or 4.3 percent, which is 
primarily the result of an increased number of public safety 
employees and inflationary personnel costs. 

2017 2018
General Government 15,111,983$ 15,857,924$ 745,941$     4.9%
Public Safety 59,993,588   62,576,055   2,582,467    4.3%
Highways & Streets 21,776,451   24,677,397   2,900,946    13.3%
Public Health 11,991,217   11,777,284   (213,933)      -1.8%
Culture & Recreation 25,363,085   24,650,294   (712,791)      -2.8%
Urban & Econ Development 10,204,209   9,945,608     (258,601)      -2.5%

144,440,533 149,484,562 5,044,029    3.5%

Operating Expenditures
Increase(Decrease)

 
 
The Entertainment Tax Fund recognized a $3.0 million 
increase in fund balance.  Entertainment tax revenue 
experienced growth of 7.8 percent year-over-year.  There 
was a decrease of $1.7 million in expenses due to a 
decrease in capital spending. The Fund, which is used to 
operate and maintain the Sioux Falls Convention Center 
and entertainment venues (Events Center, Arena, Orpheum 
Theater, Washington Pavilion and Sioux Falls Stadium), has 
a committed fund balance of $12.9 million.  

The Sales and Use Tax Fund accounts for the second 
penny sales and use tax, which is used to fund general 
capital projects including Highways and Streets, Parks and 
Recreation, and other capital infrastructure and equipment 
needs of the City.  

The Fund experienced a $4.3 million increase in fund 
balance, ending with a balance of $53.9 million. Of this 
balance, $21.6 million is restricted and $12.2 million is 
committed for debt service. In addition, $13.4 million is 
committed for current and future capital projects, of which 
$4.6 million is available for new spending. 

The Community Development Fund realized a small 
increase in fund balance during 2018 as federal and local 
funding was programmed for expenditure based upon 
project timing and availability.      

The Storm Drainage Fund experienced a $0.9 million 
reduction in fund balance, ending with a balance of 
$6.9 million. 

The General Government Construction Fund, 
established in 2016 to account for $22.2 million of revenue 
bond proceeds for the new City Center office building, 
experienced a $9.8 million reduction in fund balance, ending 
at $1.8 million, due to the building being substantially 
completed. 

Proprietary (business-type) Funds 

The City’s proprietary funds provide the same type of 
information found in the government-wide financial 
statements, but in more detail. The following table depicts 
the unrestricted net position and the increase or decrease 
over previous years for the individual enterprise funds.  

Increase
2017 2018 (Decrease)

Electric Light 4,071,963$     5,015,854$     943,891$        
Public Parking Facilities 5,125,892       321,092         (4,804,800)      
Sanitary Landfill 13,145,884     15,725,442     2,579,558       
Water 7,238,891       13,164,215     5,925,324       
Water Reclamation 23,564,263     29,007,919     5,443,656       

53,146,893$   63,234,522$   10,087,629$   

Unrestricted Net Position
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The changes within the unrestricted net position of the 
proprietary (enterprise) funds are generally related to 
changes in rate structure and investments in capital assets. 
The rate adjustments have been driven by detailed rate 
models which include not only current and future operating 
costs but also provide for infrastructure expansion within 
each of the funds. 

All funds experienced positive cash flow from operating 
activities. The funds ended with a total cash balance of 
$96.0 million, an increase of $25.0 million, primarily due to 
the debt proceeds received for the new public parking 
facility. Net cash flows from operations ended with a 
positive cash flow of $47.6 million.   

The City continues to conduct rate reviews for each 
enterprise fund to ensure the self-sufficiency and 
sustainability of each fund. 

The Electric Light Fund generated a positive net cash flow 
from operations of $1.1 million in 2018, ending the year with 
a cash balance of $3.8 million and an unrestricted net 
position of $5.0 million. 

The Electric Light Fund completed a comprehensive rate 
study in 2018, which included the evaluation of higher 
energy costs and a renegotiated agreement for 
supplemental power impacting operating costs. The study 
also evaluated the costs of capital infrastructure that will 
need to be added or replaced in the near future. The results 
of this rate analysis led to the adoption of a four-year 
schedule of annual rate adjustments, the first effective on 
January 1, 2020.  

The Public Parking Fund generated $3.0 million in cash 
flow from operating activities, ending the year with a cash 
balance of $21.0 million and unrestricted net position of 
$0.3 million.  

The City adopted a new parking rate structure in 2016, 
which allows for annual rate adjustments. The City began 
construction of a new multi-use parking structure in 2018. 
This structure is being funded through the use of cash and 
bonds.   

The Sanitary Landfill Fund ended the year with an 
unrestricted net position of $15.7 million and a cash balance 
of $25.8 million. A substantial portion of the cash balance, 
or $10.2 million, has been restricted to meet the City’s 
future landfill closure and post-closure obligations. 

In 2018, the City updated the rate analysis with the 
assistance of a consulting engineering firm, which evaluated 
ongoing operating and capital equipment costs, cell 
expansion, as well as costs associated with closure and 
post-closure care. Based on this analysis, the City does not 
currently have any scheduled rate increases in landfill 
tipping fees.  

The Water Fund generated $19.0 million in cash flow from 
operating activities. After accounting for $18.1 million in 
cash outflows from capital and relating financing activities, 
the fund recognized a net cash increase of $1.6 million.  

The water rate was reviewed in 2018 by an engineering 
firm, which evaluates the ongoing costs of operations, 

additional capital replacements, and expansions to meet the 
City’s growing demands on water resources. Based on the 
results of this rate analysis, the City does not currently have 
any scheduled water rate increases.  

The Water Reclamation Fund recognized an increase in 
cash from operations of $20.8 million and a total increase of 
cash flows in the amount of $4.3 million for an ending cash 
balance of $27.7 million. 

In 2018, an engineering firm reviewed the comprehensive 
rate analysis for the Water Reclamation Fund. The analysis 
evaluates current operations, system replacement, and 
anticipated future development needs. The City will 
continue to make substantial infrastructure investments in 
the Water Reclamation Fund over the next several years.  

Anticipating these infrastructure investments, the City 
adopted a four-year schedule of annual rate adjustments, 
the first effective on January 1, 2020.  

Pension and Other Post-Employment Benefit (OPEB) 
Funds 

The City has two defined benefit pension plans, the 
Employee’s Retirement System and Firefighters’ Pension 
Fund. The two plans were closed to new membership as of 
July 1, 2013. All full-time employees hired after this date 
become members of the South Dakota Retirement System 
(SDRS). The City’s proportionate share within the SDRS 
plan is a net asset.  

Both City pension plans are funded at 90 percent or better 
on a market value basis. In addition, the funds have been 
lowering the investment return expectations over the past 
several years. The return assumption used for 2018 is 
7.3 percent. In addition, both plans currently have 
unallocated income reserves to buffer against contribution 
increases should investment markets substantially 
underperform the investment return assumption.  

The City’s OPEB Trust closed to new members as of 
January 1, 2014. The trust is 135 percent funded on a 
market value basis as of December 31, 2018, with $4.9 
million in assets available to meet a $3.6 million estimated 
liability. 

General Fund Budgetary Highlights 
The City’s low annual average unemployment rate of 
2.6 percent, record construction activity of $786.6 million in 
valuations, and 2.2 percent population growth all point to a 
growing economy and increased consumer spending.  

With a growing economy, revenues and other financing 
sources exceeded initial budget projections by $3.8 million. 
This surplus was primarily due to sales tax growth that 
exceeded budget projections.  The City experienced a 
growth of 3.7 percent in net sales tax collections, which was 
$2.6 million above the initial budget projection of 1.0 
percent.  

The City expenditures and other financing uses ended the 
year $5.1 million or 3.2 percent below final budget.  This 
budgetary expense savings is consistent with past years 
and is primarily accounted for within personnel savings due 
to position vacancies.   



23

City of Sioux Falls 
Comprehensive Annual Financial Report 
December 31, 2018 
 
Management’s Discussion and Analysis 

 
Although originally budgeting to use $3.9 million in 
operating reserves in 2018, $5.0 million was added to 
reserves (assigned and unassigned fund balances). 
 

Capital Assets and Debt Administration 
Capital assets. Total capital assets for the governmental 
and business-type activities as of December 31, 2018, 
amounted to $1.8 billion (net of accumulated depreciation). 
This investment in capital assets include land, buildings, 
improvements, machinery and equipment, infrastructure, 
intangibles, and construction in progress.

2017 2018 2017 2018 2017 2018

Land 152,082,306$    157,016,426$    16,845,178$     17,199,395$     168,927,484$    174,215,821$    
Buildings 218,477,627      239,074,965$    25,562,016       26,926,601$     244,039,643      266,001,566      
Improvements Other Than Buildings 64,996,291        60,661,877$      4,166,353         3,220,077$       69,162,644       63,881,954        
Machinery and Equipment 41,986,989        46,283,494$      15,266,044       15,445,065$     57,253,033       61,728,559        
Infrastructure 656,604,734      648,405,660$    410,845,366     423,573,840$   1,067,450,100   1,071,979,500   
Intangibles 5,251,930          5,437,441$        75,611,537       75,612,550$     80,863,467       81,049,991        
Construction in Progress 27,485,838        43,692,597$      15,106,086       22,218,661$     42,591,924       65,911,258        

Total Assets 1,166,885,715$  1,200,572,460$  563,402,580$   584,196,189$   1,730,288,295$ 1,784,768,649$ 

Governmental Activities Business-type Activities Total

Capital Assets
(net of depreciation)

 

The City’s total capital assets net of accumulated 
depreciation, increased by $54.5 million in the current fiscal 
year. This increase was due in large part to the addition of 
the following capital assets: 

 The completion of a variety of street construction and 
reconstruction projects (including donated and annexed 
streets) totaling $25.5 million, including the overlay and 
concrete restoration of several city streets for $11 
million. 

 
 The completion of light, water, wastewater, and storm 

drainage infrastructure totaling $38.2 million. 
 

 The construction of the City Center office building, 
totaling $19.3 million.  

 
 

 The upgrades at the Sioux Falls Convention Center, 
totaling $4.8 million. 

 
 The renovation of the Great Plains Zoo brown bear 

exhibit, totaling $2.5 million. 
 

 The construction of the main bike trail loop from Marion 
Road to the Big Sioux River, totaling $0.6 million. 

 

Additional information on capital assets can be found in 
Note 3 in the Notes to the Financial Statements. 

Long-term debt. At the end of the fiscal year, the City had 
total debt outstanding of $310.5 million. The City made 
regularly scheduled principal payments of $24.7 million and 
a payment of $15.7 million while refunding the 2007B 
bonds.  The overall debt of the City, including enterprise 
fund infrastructure activity, increased $6.6 million from 2017 
as shown below. 

 

2017 2018 2017 2018 2017 2018

Bonds 179,140,000$    165,455,000$    31,045,000$     46,755,000$     210,185,000$ 212,210,000$ 
Notes 1,229,168          7,831,809          92,498,350       90,437,696       93,727,518     98,269,505     

Total 180,369,168$    173,286,809$    123,543,350$   137,192,696$   303,912,518$ 310,479,505$ 

Governmental Activities Business-type Activities Total

Outstanding Debt by Type

 

 
The table on the following page provides a breakdown of 
the outstanding debt on both a pledged basis (the funding 
source that secures the debt issuance) and a repayment 
basis (the funding source making the debt service 
payments).  

 
The bonds issued to fund the City’s investment in the Lewis 
& Clark Regional Water System within the Water Fund used 
the pledge of the second penny sales tax, but is being 
repaid by the Water Fund. 
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2017 2018 2017 2018
Governmental Activities

Sales and Use Tax Fund 222,012,393$    225,263,329$    185,410,013$   173,032,612$   
Community Development 500,000            500,000            500,000           500,000           
Storm Drainage Fund 729,168            7,331,809          729,168           7,331,809         
Nonmajor Governmental Funds 810,000            425,000            810,000           425,000           

Total Governmental Activities 224,051,561      233,520,138      187,449,181     181,289,421     

Business-type Activities
Public Parking Fund -                       -                       -                      17,805,000       
Water Fund 8,493,268          5,660,692          45,095,648       40,086,409       
Water Reclamation Fund 84,005,082        84,777,004        84,005,082       84,777,004       

Total Business-type Activities 92,498,350        90,437,696        129,100,730     142,668,413     

Total 316,549,911$    323,957,834$    316,549,911$   323,957,834$   

Outstanding Debt by Pledge and Repayment
Pledged Repayment

 
 

As of the 2018 rating, the City carries an ‘Aa2’ sales tax 
bond rating from Moody’s. Although the City does not have 
any general obligation debt outstanding, the City does carry 
an ‘Aa1’ issuer rating. These ratings reflect the City’s 
growing population and economy, ongoing development, 
role as the economic and retail hub for the tri-state region, 
historically stable sales tax collections, positive 
demographic trends and strong labor market; healthy 
financial position, ample financial flexibility, and 
manageable debt and pension burdens.  

The State Constitution limits the amount of debt a 
governmental entity may issue based upon three categories 
as described in the notes to the financial statements. 
Currently, all of the City’s debt is classified under the 
category of general-purpose debt, which is limited to 
5.0 percent of assessed valuation of the taxable property. 
The current general-purpose debt limitation for the City is 
$701.8 million, which is $417.7 million in excess of the 
City’s outstanding bonded debt. 

Additional information on the City’s long-term debt can be 
found beginning on page 59 of this report. 

Economic Outlook and Next Year’s Budget 

General (Primary Operating) Fund: The basis for the 
City’s 2019 budget is fiscal stewardship for a growing 
community. The budget focused on investing in City 
personnel, public safety, sustainable growth, community 
collaboration, and implementing a balanced approach to 
capital investments by maintaining existing infrastructure 
while accommodating growth.  

The local economy continued to strengthen throughout the 
year as evidenced by improving growth in taxable sales, 
solid employment growth, and construction posting another 
record year. The following outlines the economic growth in 
2018:

2017 2018 Change % Change
Population 183,200    187,200    4,000     2.20%
Employment 144,933    148,590    3,657     2.50%
Per Capita Personal Income (trailing year) 46,020      47,320      1,300     2.80%
Taxable Sales ($ in thousands ) 6,129,537 6,382,004 252,467 4.10%
First Penny Net Sales Tax Collections ($ in thousands) 60,858      63,129      2,270     3.70%
Total Construction ($ in thousands) 739,325    786,560    47,235   6.40%

 

Although variable depending on consumer and business 
spending, the City’s sales tax is broad based with very few 
exclusions, providing more stability from year-to-year as 
both discretionary and non-discretionary spending is taxed. 
The steady improvement in sales tax collections throughout 
the year in 2018, ending at a net (including audits and 
excluding tax rebates) growth rate of 3.7 percent, puts the 
City in a strong position to meet or exceed General Fund 
revenue estimates in 2019. The 2019 budget anticipated a 
net growth rate of 3 percent for sales tax, the City’s number 
one revenue source.  

Property tax growth, a less variable revenue source, 
continues to reflect the City’s strong building climate. The 

2019 budget includes a 5.8 percent increase which includes 
3.7 percent for new growth and a 2.1 percent inflationary 
adjustment. Total General Fund revenue growth for 2019 is 
budgeted at 4.9 percent.  

The 2019 General Fund expenditure budget increased by 
4.7 percent. The budget provides for the use of a small 
portion, $3.8 million, of the combined assigned and 
unassigned fund balance. Accounting for normal estimated 
unspent budget balances, the budget projection estimates 
use of less than $0.5 million in fund balance. This use of 
fund balance would leave the City a 30.5 percent fund 
balance to the 2019 expenditure budget at year-end versus 
the 25 percent policy target.  
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The City takes a long-term approach to forecasting 
revenues and expenditures. The revenue and expenditure 
forecasts not only account for inflationary growth, but also 
incorporate and recognize the impact of future growth, 
changing consumer behavior, and demands for services. 
Combining this strategic approach, carefully prioritizing 
future spending, and quickly adjusting to changing 
economic conditions, have allowed the City to successfully 
balance providing consistent levels of service while 
maintaining a strong financial position.  

Sales and Use Tax (Primary Capital) Fund: As this fund is 
used to finance capital investments and not ongoing 
operating costs, the City only maintains a small revenue 
stabilization reserve. The City utilizes a five-year capital 
program to strategically plan and prioritize capital 
investments. The first year of the capital program, 2019, 
focuses on replacement, rehabilitation, and expansion of 
streets, strengthening infrastructure and facilities, and 
improving quality of life. Strong growth in construction 
activity and population will require careful prioritization of 
City infrastructure and quality-of-life projects in line with 
available revenues. 

Enterprise Funds: The City’s enterprise funds continue to 
use robust cash flow forecasting and rate models to ensure 
that revenues generated from operations can continue to 
fund both the ongoing costs of operation plus necessary 
capital expansions. The rate models are reviewed annually 
to ensure adequate cash flow to meet current expenditures, 
maintain the existing infrastructure, and to build reserves to 
meet unanticipated capital outlays or shortfalls in operating 
revenues. 

Financial results continue to perform at or above 
expectations, providing additional assurance that these 
funds will remain self-sustaining well into the future. 

Summary: Sioux Falls is a vibrant and growing City offering 
a dynamic business environment anchored by healthcare, 
retail trade, agriculture, and financial services.   

The City continues to experience growth and is committed 
to maintaining its strong financial position. This commitment 
will require the City to prudently plan, prepare, and prioritize 
the use of its resources in order to maintain the high-quality 
services the citizens desire. 

The City is a proven leader when it comes to fiscal 
responsibility, with City leaders who are committed to 
making wise investments of public resources. This 
leadership provides the backdrop for continued success in 
providing the public a terrific value for their tax dollars and 
ensuring Sioux Falls continues to be the best place to live, 
work, play, and raise a family.  

Requests for Information 

This financial report is designed to provide a thorough 
accounting of the City of Sioux Falls’ finances for all those 
with an interest in the government’s finances. Questions 
concerning any of the information provided in this report or 
requests for additional financial information should be 
addressed to the Finance Office, 224 West Ninth Street, 
City of Sioux Falls, Sioux Falls, SD 57104, (605) 367-8860. 
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Certain Asset 
Retirement Obligations.

Fiduciary Activities.

Leases.

Certain Disclosures 
Related to Debt, including Direct Borrowings and Direct 
Placements.

Accounting for the 
Interest Cost incurred Before the End of a Construction 
Period.

Major Equity Interests-
An Amendment of GASB Statements No.41 and No. 61.
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Fair Value 
Measurement and Application.
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Accounting and 
Financial Reporting for Service Concession Arrangements 
(SCA)
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#  Experience gain made negat ive to facilitate addit ion

Dollar amounts above are In thousands
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* Real rate of return is net of administrative and investment expenses.
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* Payroll is pay provided in connection with the valuation as of December 31, of the applicable year.
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* Includes contributions transferred from the Unallocated Income Reserve
** Payroll is pay provided in connection with the valuation as of December 31, of the applicable year.
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* GASB Statement No. 74/75 was implemented for the fiscal year ended December 31, 2017

and does not require retroactive implementation. Data will be added as information is

available until 10 years of such information is available.



93

* Includes contributions and paid outside of the trust



94



95



96



97



98



99



100



101



102



103



104



105



106



107



108



109



110



111



112



113



114



115



116



117



118



119



120



121



122

These schedules contain trend information to help the reader understand how the government’s 
financial performance and well-being have changed over time. 

These schedules contain information to help the reader assess the government’s most significant 
local revenue sources, the sales and use tax, and property tax. 

These schedules present information to help the reader assess the affordability of the 
government’s current levels of outstanding debt and the government’s ability to issue additional 
debt in the future. 

These schedules offer demographic and economic indicators to help the reader understand the 
environment within which the government’s financial activities take place. 

These schedules contain service and infrastructure data to help the reader understand how the 
information in the government’s financial report relates to the services the government provides 
and the activities it performs. 
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What inspires you, inspires us. Let’s talk. | eidebailly.com
200 E. 10th St., Ste. 500  |  P.O. Box 5125  |  Sioux Falls, SD 57117-5125  |  T 605.339.1999  |  F 605.339.1306  |  EOE

Government Auditing Standards

Government Auditing Standards

deficiency in internal control

material weakness

significant deficiency
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Government Auditing Standards

Government Auditing Standards
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What inspires you, inspires us. Let’s talk. | eidebailly.com
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OMB Compliance Supplement

Code of Federal Regulations Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards

Code of Federal Regulations Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards
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deficiency in internal control over compliance 

material weakness in internal control over compliance 

significant deficiency in 
internal control over compliance
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Direct Federal Funding:
Community Development Block Grants/Entitlement Grants Cluster

Indirect Federal Funding passed through:
State Historical Preservation Office

Direct Federal Funding:

Indirect Federal Funding passed through:
South Dakota Division of Criminal Investigations 

Direct Federal Funding:

Indirect Federal Funding passed through:
South Eastern Council of Governments

Highway Planning and Construction Cluster

National Highway Traffic Safety Administration
Highway Safety Cluster

State of South Dakota

Direct Federal Funding: 

Indirect Federal Funding passed through:
SD Department of Environment and Natural Resources:

Clean Water State Revolving Fund Cluster
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Direct Federal Funding: 

Health Center Cluster

Indirect Federal Funding passed through:
SD Department of Health

Office of Population Affairs

Centers for Disease Control and Prevention

Lutheran Social Services of South Dakota

Direct Federal Funding:

Indirect Federal Funding passed through:
South Dakota Department of Public Safety 

Indirect Federal Funding passed through:
South Dakota Division of Criminal Investigations 

Direct Federal Funding:
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Initial Fiscal Year Finding Occurred: 2017 

 
Finding Summary: 

Accounting and Financial Reporting for Service Concession Arrangements (SCA).
Codification of Accounting and Financial Reporting Guidance 

Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements Fund 
Balance Reporting and Governmental Fund Type Definitions

 
 

Status: 




