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INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
Members of the City Council
City of Cherokee

Cherokee, A 51012

We have audited the accompanying financial statements of the governmental aclivities,
business type activities, each major fund, and the aggregate remaining fund information of the
City of Cherokee, as of and for the year ended June 30, 2004, which collectively comprise the
basic financial statements of the City's primary government as listed in the table of contents.
These financial statements are the responsibility of City of Cherokee’s management. Our
responsibility is to express opinions on these basic financial statemenls based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards,
Chapter 11 of the Code of lowa, and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Those slandards and provisions require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporling the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overail financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

As described in Note 1, these financial statements were prepared on the basis of cash receipts
and disbursements, which is a comprehensive basis of accounting other than U.S. generally
accepted accounting principles.

The financial statements referred to above include only the primary government of the City of
Cherokee, which consists of all funds, organizations, institutions, agencies, departments, and
offices that comprise the City's legal entity. The financial statements do not include financial
data for the City's legally separate compoenent units, which accounting principles generally
accepted in the United States of America require to be reported with he financial data of the
City's primary government. As a result, the primary government financial statements do not
purport to, and do not, present fairly the financial position of the reporting entity of the City of
Cherokee as of June 30, 2004, and the changes in its financial position for the year then ended
in conformity with the basis of accounting described in Note 1.

2
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In our opinion, the financial staterments referred to above present fairly, in all material respects,
the respeclive financial position of the governmental activities, the business-type aclivities, each
major fund and the aggregate remaining fund information for the primary government of the City
of Cherokee at June 30, 2004, and the respective changes in financial position thereof for the
year then ended in conformity with the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated
August 12, 2004 on our consideration of the City of Cherokee’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, confracts,
and grants. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjuncticn with this report in considering the results
of our audit.

Management’s discussion and analysis and budgetary compariscn information on pages 4
through 10 and 25 through 27 are not required parts of the basic financial statements, but are
supplementary information required by the Govemmental Accounting Standards Board. We
applied limited procedures, consisting principally of inquiries of management regarding the
rmethods of measurement and presentation of the supplementary information. We did not audit
the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the aforementioned financial
statements that collectively comprise the City of Cherokee basic financial statements. We
previously audited, in accordance with the standards referred to in the second paragraph of this
report, the financial statement for the year ended June 30, 2003 (none of which is presented
herein) and expressed an unqualified opinion on that financial statement. The financial
statements for the two years ended June 30, 2002 (none of which are presented herein) were
audited in accordance with the standards referred to in the second paragraph of this report by
other auditors who expressed unqualified opinions cn those financial statements. The
supplementary information included in Schedules 1 through 6, including the Schedule of
Expenditures of Federal Awards required by U.S. Office of Management and Budget (OMB)
Circular A-133, is presented for purposes of additional analysis and is not a required part of the
basic financial statements. Such information has been subjected to the auditing procedures
applied in our audit of the aforementioned basic financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole.

[l JtC 555

August 12, 2004
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The City of Cherokee provides this Management's Discussion and Analysis of its financial
statements. This narrative overview and analysis of the financial activities is for the fiscal year
ended June 30, 2004. We encourage readers to consider this information in cenjunction with
the City's financial statements which foliow,

The following information is supported within this document and the previous year audit.

2004 FINANCIAL HIGHLIGHTS

» Revenues of the City's governmental activities increased by 166% or $8,069,000. This
increase was primarily due to the result of additional bonding for the Main Street project and
for refunding previous bonds issued.

» Disbursements of the City's governmental activities increased greatly due o a larger debt
service, which almost doubled from $2.27 million to $4.03 millicn, and the additional capital
projects at $2.98 million.

+ Despite the additional debt service and capital project disbursements, the cash basis net
assets increased by $3.692 million due largely to bonds issued for the capital improvement
of the Main Street and for refunding previous bonds issued.

USING THIS ANNUAL REPORT

The annual report consists of a series of financial statements as well as other requirements as
follows:

Management's Discussion and Analysis introduces the basic financial statements and provides
an analytical overview of the City's financial activities.

The Government-wide Financial Statement consists of a statement of activities and net assets.
This statement provides information about the activities of the City as a whole and presents an
overall view of the City's finances.

The Fund Financial Statements tell how governmental services were financed in the short term
as well as what remains for future spending. Fund financial statements report the City's
operations in more detail than the government-wide statements by providing information about
the most significant funds.

Notes to the Financial Statements provide additional information that is essential o a full
understanding of the data provided in the basic financial statements,

Required Supplementary Information further explains and supports the financial statements with
a comparison of the City's budget for the year.
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Supplementary Information provides detailed informalion about the nonmajor funds and debt
obligations. In addition, the Schedule of Expenditures of Federal Awards provides details of
various federal programs benefiting the City.

BASIS OF ACCOUNTING

The City maintains its financial records on the basis of cash receipts and disbursements and the
financial statements of the City are prepared on that basis. The cash basis of accounting does
not give effect to accounts receivable, accounts payable, and accrued items. Accordingly, the
financial statements do not present financial position and results of operations of the funds in
accordance with U.S. generally accepled accounting principles. Therefore, when reviewing the
financial information and discussicn within this annual report, the reader should keep in mind
the limitations resulting from the use of the cash basis of accounting.

REPORTING THE CITY'S FINANCIAL ACTIVITIES
Government-wide Financial Statement

One of the most important questions asked about the City's finances is, "Is the City as a whole
better off or worse off as a result of the year's activities?" The Statement of Activities and Net
Assets reports information which helps answer this question.

The Statement of Activities and Net Assets presents the City's net assets. Over time, increases
or decreases in the City's net assets may serve as a useful indicator of whether the financial
position of the City is improving or deteriorating.

The Statement of Activities and Nef Assets is divided into two kinds of activities:

» Governmental Activities include public safety, public works, culture and recreation,
community and economic development, general government, debt service, and capital
projects. Property tax and state and federal grants finance most of these aclivities.

¢ Business Type Activities include the water, sanitary sewer, and storm water systems, along
with landfill, solid waste, and airport services. These activities are financed primarily by user
charges.

Fund Financial Statements
The City has two kinds of funds:

1. Governmental funds account for most of the City's basic services. These focus on how
money flows into and out of those funds and the balances at year-end that are available for
spending. The governmental funds include: (1) the General Fund, (2) the Special Revenue
Funds, such as Road Use Tax, Employee Benefits, and Local Option Sales Tax, (3) the
Debt Service Fund, (4) the Capital Projects Fund, and (5) the Permanent Fund. The
governmental fund financial statements provide a detailed, short-term view of the City's
general government operations and the basic services it provides. Governmental fund
information helps determine whether there are mare or fewer financial resources that ¢an be
spent in the near fulure to finance the City's program.

The required financial statements for governmental funds include a statement of cash
receipts, disbursements, and changes in cash balances.

5
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2. Proprietary funds account for the City's Enterprise Funds and for the Internal Service Fund.
Enterprise Funds are used to report business type activities. The City maintains two
Enterprise Funds to provide separate information for the water and sewer funds, considered
to be major funds of the City plus four additional Enterprise Funds to provide separaie
information for the landfill, solid waste, storm water, and airport funds, considered to be
nonmajor funds of the City. Internal Service funds are an accounting device used to
accumulate and allocate costs internally among the City's various functions.

The required financial statements for proprietary funds include a statement of cash receipts,
disbursements, and changes in cash balances.

Reconciliations between the government-wide statement and the fund financial statements
follow the fund financial statements.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of financial posilion. The City's cash
balance for governmental activities increased sharply from a year ago, increasing from
$278,000 to $3,970,000. The analysis that follows focuses on the changes in cash balances for
governmental activities.

Changes in Cash Basis Net Assets of Governmental Activities
{(Expressed in Thousands)

Year ended June 30,

2004 2003
Receipts and transfers:
Program receipls:
Charges Tor SBIVICE .......oovcivei e e § 145 5 145
Operating grants, contributions, and restricted interest .............. 531 553
Capital grants, contributions, and restricted interest ................... 598 45
General receipts:
PrOPErty taX ..ooveeer e e e 1,821 1,861
Local option SAlES 1aX ... 397 315
Hotel/motel tax ... e 80 26
Grants and contributions not restricted to specﬂ’c PUrpOSES ....... 45 100
Unreslricted investiment earnings .. e ettt et e e 88 88
BONAS ProOCEEAS oo occcie e e e e 8,185 1,409
Other general receipts ... 245 291
Extraordinary item - bequest received ............ccocoiii 817
Transfers - net . 30
Total recmpts and transfers 12,832 4.863
Disbursemenits:
PUblic safety ..o s 826 858
PUBIIC WOTKS Lot e e e n s 438 1,295
Culture and recreation ......ociciiiiiie e 673 888
Community and economic development .........ccocoeoeieieiiiie 99 115
General goVEMMENT ...t 186 205
Debl SEIVICE ..o e 4,034 2,273
Capital Projects ..o e 2984
Total disbursements 9,240 5,634
increase (decrease) in cash basis net assets 3,692 (771)
Cash basis net assets - beginning of year ....c.ccovvviviieiiccen e 278 1,048
Cash basis net assets - end of year $ 3,970 3 278

The City's total receipts for governmental aclivilies increased by 166% or $8,069,000. The total
cost of all programs and services increased by approximately $3,606,000 or 164%. The
significant increase in cash basis net assets of $3.68 million was primarily the result of bonded
funds of $8.19 million for the Main Street project and for refunding previous bonds issued.

The City decreased property tax rates for 2004 by an average of 2.1 percent. This decrease
reduced the City's properly tax receipts by approximately $40,000 in 2004. Based on
decreases in the total assessed valuation, property tax receipts are budgeted to decrease by an
additional $40,000 next year,

7
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The cost of all governmental activities this year was $9.240 million compared to $5.634 million
last year. However, as shown in the Stalement of Activities and Net Assets on pages 11 and
12, the amount taxpayers ultimately financed for these activities was $7.966 million because
some of the cost was paid by those direclly benefited from the programs ($145,000) or by other
governments and organizations that subsidized certain programs with granls, contributions, and
reslricted interest ($1,129,000). Overall, the City's governmental activities receipts, including
intergovernmental aid and fees for service, increased in 2004 from approximately $597,000 to
approximately $1,274,000, principally due to approximately $600,000 in grants for Main Street
construction projects. The City paid for the remaining "public benefit” portion of governmental
activities with approximately $7,966,000 in tax (some of which could only be used for certain
programs} and other receipts, such as bond proceeds, interest, and generai entitlements.

Changes in Cash Basis Net Assets of Business Type Activities
(Expressed in Thousands)

Year ended June 30,

2004 2003
Receipls;
Program receipts:
Charges for service:
LT =1 R $ 693 $ 702
SBWET L. i e aaae e s 782 647
Landfill ..o.coiiii e e e e 143 141
Solid Waste ... e 189 177
StOMMI WAL .. e e 21
AUTDOT e ———————————— 76 90
Operating grants, contributions, and reslricted interest .............. 357 3
General receipts:
Unreslricted interest on investments ... 2
BONd PrOCEEAS ......vieiciee et crime s e e e e ace e e e e e e 1,199 1,409
Other general receipts .....coco v 72 8
Total receipts 3,532 3177
Disbursements and transfers:
T e ———————— 926 734
W BT e e 1,872 2,941
Landfill ... e 143 144
Solid Waste ... —————————— 206 191
Y] 4o ) USRI 459 117
L= 191 1=] o 30
Total disbursements and transfers 3,606 4157
Increase {decrease) in cash basis net assets (74) {980)
Cash basis net assets - beginning of year ...........cccocovcviv e 846 1,826
Cash basis net assets - end of year $ 772 $ 846

Total business type activities receipts for the fiscal year were $3.532 million compared to $3.177
million last year. This increase was due primarily to operating grants totaling $357,000. The
cash balance decreased by approximately $74,000 from the prior year because of insufficient
revenues in sewer fund and additional airport spending. Total disbursements and transfers for
Lhe fiscal year decreased by approximately $551,000 or 13.3%.

a
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INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS

As the City of Cherokee completed the year, its governmental funds reported a combined fund
balance of $3,808,000, an increase of more than $3,695,000 above last year's total of
$113,000. The following are the major reasons for the changes in fund balances of the major
funds from the prior year.

s The General Fund cash balance increased $91,000 from the prior year to $78,000.
Approximately $45,000 of this increase was due to additional property tax and operating
transfers in.

* The Debt Service Fund cash balance increased by $1,584,000 to $1,565,000 during the
fiscal year. This increase was due to $4,985,000 in bonds proceeds which exceeded debt
service requirements of approximately $4,000,000. Bond principal and interest payments
increased by $3,303,000 in fiscal 2004.

» The Capital Projects Fund cash balance increased by $1,702,000 to $1,191,000 during the
fiscal year. This increase was attributable to approximately $3,200,000 in bond proceeds
and $1,444,000 in other revenues which exceeded capifal projects expenditures of
approximately $3,000,000.

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

» The Water Fund cash balance increased by $94,000 to $654,000, due primarily to operating
transfers in.

» The Sewer Fund cash balance decreased by $146,000 to $80,000, due primarily to debt
service and because rates are too low {0 cover expenses.

BUDGETARY HIGHLIGHTS

Over the course of the year, the City amended its budget one time. The amendment was
approved on June 8, 2004 and resulted in revenue increases in bond proceeds for Main Street
and waste water plant improvements. It also resulted in increases in expenditures on Main
Street construction, waste water plant improverment projects, northwest sanitary project, and
industrial water plant improvements. The City had sufficient cash balances to absorb these
additional costs.

DEBT ADMINISTRATION

At June 30, 2004, the City had approximately $15,163,000 in bonds and cther long-term debt
compared to approximately $9,825,000 last year, as shown below.

Outstanding Debt at Year-End
{Expressed in Thousands)

June 30,
2004 2003
General obligalion bonds .................ovvvevire e $ 8,945 $ 4420
RevENUE NOES .. e 6,218 5,405
Total $ 15,163 $ 9825
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Debt increased as a result of issuing general obligation bonds for street improvements and for
refunding previous bond issues which are available for cail in fiscal year 2005. |n addition,
approximately $1,200,000 of sewer revenue notes were issued to pay for the cost of system
improvements.

The Constitution of the State of lowa limits the amount of general obligation debt cities can
issue to 5% of the assessed value of all taxable property within the City's corporate limits. The
City's net outstanding general obligation debt of $7,295,000 (38,945,000 reduced by
approximately $1,650,000 bond proceeds held in escrow) is below its constitutional debt limit of
approximately $8 million. The City has been advised by legal counsel that the funds held in
escrow for refunding debt can be deducted from the total bonds outstanding for this purpose.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The City's elected and appeinted officials and citizens considered many factors when setting the
fiscal year 2005 budget, tax rates, and fees that will be charged for various City activities. One
of those factors is the economy. The City's employment growth has been held in check.
Unemployment in the City now stands at 3.8 percent, versus 4.1 percent a year ago. This
compares with the Sfate's unemployment rate of 4.1 percent and the national rate of 5.5 percent
{November 2004).

Inflation in the State continues to be somewhat lower than the national Consumer Price Index
increase. The State's CPI increase was 3.2 percent for fiscal year 2004 compared with the
national rate of 3.4 percent. Inflation in Cherokee has been modest because the economy is
mostly agricultural in nature.

These indicators were taken into account when adopting the budget for fiscal year 2005.
Amounts available for appropriation in the aperating budget are $9.9 million, an increase of 8%
over the final 2004 budget. Property and other city taxes are expected to lead this increase.
The City will use these increases in receipts to finance programs we currently offer and to pay
down the debt created by completed projects. Budgeted disbursements are expected to rise by
approximately $500,000. Increased wage and cost-of-living adjustments and increases in debt
service represent the largest increases. The City has added no major new programs or
initiatives to the 2005 budget. This factor will allow the City to have the opportunity to play
“catch up" and adjust the budgets in the future in order to meet the City's debt cbligations.

If these estimates are realized, the City's budgeted cash balance is expected to decrease by
approximately $600,000 by the close of 2005.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with
a general overview of the City's finances and to show the City's accountability for the money it
receives. If you have guestions about this report or need additional financial information,
contact Deb Taylor, City Clerk, 416 West Main, Cherokee, lowa 51012,

10
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CITY OF CHERCKEE
STATEMENT OF ACTIVITIES AND NET ASSETS - CASH BASIS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2004

Program Receipts

Operating Capilal
Charges for Grants and Granis and
Disbursements Service Contributions  Contributions
FUNCTIONS/PROGRAMS:
Governmental aclivities:
Public safety ......cooceeveveevevieen. 3 825,650 $ 30,881 5 2400
Public Works ......coeciveeiieiieniiinn 438,070 33,693 447 171
Culture and recrealion .......c....covvees 672,576 80,879 5,047
Community and economic
devEIOPMENL oo 99,075 76,060
General government ... 186,283
Debt service ......ccccocviececieenieeneee 4,033,976
Capital projects ..........ccooeriiienene. 2984197 § 598089
Total governmental activities 9,239,827 145,353 530,678 598,089
Business-type activities:
Water .o 926,376 692,976
SEWEN s 1,871,481 782,386
Landfill .....oeeeeeee e 143,399 142,839
Solid waste 206,643 188,506
Storm water 20917
Airport 458,693 76,435 357,016
Total business-type activities 3,606,692 1,904,059 357,018
TOTAL $12,846.419 $2,049,412 & 887,694 $ 598,089

General Receipts:
Property laxes levied for:
General purposes ...
Tax increment financing .............
Debt service ..ot
Local option sales fax ..................
Holelfmotel tax ........ccccoeimieeine e
Granls and contribulions not
reslricted to specific purpose .......
Unrestricted investment earnings .
Bond proceeds ... iceveeieicrnieee.
Miscellaneous ..........oceveeveceviennen.
Extracrdinary item - bequest received
Total general receipls and
extraordinary item

Change in cash basis net assets .........
Cash basis net assets - beginning of year
Cash basis net asssts - end of year

Cash basis net assets:
Reslricled:
Debl service .....oocceeeeeieeececeeees
Capital projecls .....cccoveeeeeeeene
Olher purposes ..ocoevieeeeee e
Unrestricled ...l

Total cash basis net assets

See Noles lo Financial Statements
1


http://www.pdfcomplete.com/1002/2001/upgrade.htm

Click Here & Upgrade
Expanded Features
Unlimited Pages

PDF

¥
Complete

Exhibit A
Net (Disbursement) Receipts and
Changes in Cash Basis Net Assets
Governmenial Business-Type

Activilies Aclivilies Totlal
$ (792,369) % (792,369)
42,694 42 694
(586,650) (586,650}
{23,015) (23,015)
{186,283) (186,283)
(4,033,976) {4,033,976)
(2.386.108) (2.386,108)
{7.965.707) (7.965,707)
$ {233,400) (233,400)
(1,089,095) (1,089,095)
(560} (560)
(18,137} (18,137)
20917 20917
(25.242) (25.242)
{1,345 517) {1.345.517)
(7,965,707} {1,345517) {9,311.224)
1,382,738 1,382,738
203,467 203,467
233,719 233,719
397,006 397,006
60,343 60,343
45,045 45,045
88,240 47 88,287
8,185,000 1,199,217 9,384 217
244 958 71,624 316,582
816,953 816,953
11,657,469 1,270,888 12,928 357
3,691,762 {74,629) 3.617,133
278,251 846,122 1,124,373
§ 3,970,013 § 771,493 $ 4,741,506
% 1,564,672 $ 272,880 $ 1,837,652
1,190,584 1,190,584
1,137,146 1,137,146
77.611 498613 576,224
$ 3,970,013 3 771,493 $ 4,741,506

See Notes to Financial Statements
12
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CITY OF CHEROKEE

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND

CHANGES IN CASH BALANCES - GOVERNMENTAL FUNDS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2004

RECEIPTS:
Property 18X e
Tax increment financing collections _.................ccvie
Other City taX ..o e e
Licenses and permifS .......cccccciiver e emecec e cer e er e
Use of money and propenty .........ccocoeniennenen e
Intergovernmental .........ccccocooo e e
Charges for ServiCe ...,
Special @ssessments ...
MiIscellaneous ...
TOTAL RECEIPTS

DISBURSEMENTS:
Governmental aclivities:
Public safety ..o
Public works ...
Culture and recreation ...
Community and economic development ......................
General government ...
Debt SErvice .o
Capilal projecls ..o
TOTAL DISBURSEMENTS

EXCESS (DEFICIENCY) OF RECEIFTS
OVER (UNDER} DISBURSEMENTS

OTHER FINANCING SCURCES (USES):
Bond proceeds ... e
Operaling transfers iN ... e
Operating transfers out ........c.oovvecec e
TOTAL OTHER FINANCING SOURCES (USES)

NET CHANGE IN CASH BALANCES
CASH BALANCES - BEGINNING OF YEAR ...

CASH BALANCES - END OF YEAR

CASH BASIS FUND BALANCES:

Reserved:
DEDt SEIVICE .ot

Unreserved:
General fund ... e
Special revenue funds .........ocveeee e
Capital projects fund ...,
Permanent fund ...

TOTAL CASH BASIS FUND BALANCE

Capilal
General Debl Service Projects
$ 847,502 $ 233,719
27,128
72,078 8,766 3 5,906
58,389 598,089
82,648
17,354 7.279
177,118 14,720 B45 472
1,264,863 274559 1,456,746
556,870
1,265 2,489
441,262
275 784
223,043 ag2
4,009,876 24,000
2,966,748
1222715 4009976 2.994 403
42,148 (3.735.417) {1,537.657)
4,985,000 3,200,000
49 246 351,970 42,354
(17.354) (2,798)
49,246 5319616 3,239,556
91,394 1,584,199 1,701,899
(13.783) (19.527) {511,315)
g 77611 31,564,672 $1,190,584
$1,564,672
$ 77611
$1,190,584
§ 77611 $1,564,672 $1,190,584

See Noles lo Financial Statements
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Exhibit B
Other Total
Nonmajor  Governmental Funds
Governmental (Memorandum
Funds Only}

$ 535,236 $1.616,457
203,467 203,467
457 349 457,349
27,128

1,490 88,240
528,278 1,184,756
82,648

24,633

167,295 1,204 605
1,893,115 4,889,283
268,780 825,650
471,858 475,612
231,314 672,576
98,016 99,075
65,130 288,555
4,033,976

17,449 2,984,197
1,152 6547 9,379,641
740,568 {4,490,358)
8,183,000

1,120 444,690
(424.538) (444 690)
(423.418) 8,185,000
317,150 3,694,642
658,285 113,660

$ 975435 $3,808,302

$1,564,672

77.611

$ 845,024 845,024
1,190,584

130,411 130,411

$ 975435 §3.808,302

See Notes to Financial Statements
14
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CITY OF CHEROKEE
RECONCILIATION OF THE STATEMENT OF CASH RECEIPTS,
DISBURSEMENTS, AND CHANGES IN CASH BALANCES
TO THE STATEMENT OF ACTIVITIES AND NET ASSETS
GOVERNMENTAL FUNDS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2004

TOTAL GOVERNMENTAL FUNDS CASH BALANCES (Page 13) ...

Amounts reported for governmental activities in the Statement of Aclivities and
Net Assets are different because:

The Internal Service Fund is used by management to charge the costs of certain

building replacements or improvements to individual funds. The assets of the

Internal Service Fund are included in governmental activities in the Statement of
Nt A SEEES. oo et e e e

CASH BASIS NET ASSETS OF GOVERNMENTAL ACTIVITIES (Page 11}

NET CHANGE IN CASH BALANCES (PAGE 13) -.ocovoovceeveeeroemreemeeeereeoeeeree e eereesresseeesseesees e

Amounts reported for governmental activities in the Statement of Activities and Net
Assets are different because:

The Internal Service Fund is used by management to charge the costs of certain
building replacements or improvements to individual funds. The change in net assets
of the Internal Service Fund is reported with governmental activities. ........ccocccvien i e,

CHANGE IN CASH BALANCE OF GOVERNMENTAL ACTIVITIES (Page 11}

See Notes to Financial Statements
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OPERATING RECEIPTS:
Charges for service ......ccooeeviceiccii e,
Use of money and property ...
MISCEIENEOUS ... e
TOTAL OPERATING RECEIPTS

OPERATING DISBURSEMENTS:
Governmental activities:
Public works ..
Business-type actwmes ..........................

TOTAL CPERATING
DISBURSEMENTS

DEFICIENCY OF OPERATING RECEIPTS
UNDER CPERATING DISBURSEMENTS

NONOPERATING RECEIPTS (DISBU RSEMENTS)

Intergovermmental ..

Revenue bonds proceeds 5

Debt service .
TOTAL NONOPERATING
RECEIPTS (DISBURSEMENTS)

EXCESS (DEFICIENCY) OF RECEIPTS
OVER (UNDER) DISBURSEMENTS

Operating transfers in ..o eeceeens
Operaling transfers out

NET CHANGE IN CASH BALANCES

CASH BALANCES - BEGINNING OF YEAR

CASH BALANCES - END OF YEAR

CASH BASIS FUND BALANCES:

Reserved for debt service ..........cvivevreane
UNresenved e e

Exhibit D
CITY OF CHEROKEE
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND
CHANGES IN CASH BALANCES - PROFRIETARY FUNDS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2004
Internal
Other Service
Nonmajor Fund
Enterprise Funds Proprietary Building
Water Sewer Funds Tolal Replacement
$749,218 § 879,802  5428,697 §2,057,717
47 47
71,524 100 71624 % 4006
749.218 951,326 428,844 2,129 388 4096
6,876
778,385 1.543.061 808,735 _3.130.161
778,385 1.643.061 808,735 _3.130,161 6,976
(29.147) {591,735) _{379.891) (1.000.773) {2,.880)
357,018 357,016
1,199,217 1,199,217
(204,253) {425,836) {630.089)
{204,253) 773,381 357,018 926,144
{233,400) 181,648 {22,875) (74,629} (2,880}
327 777 327777
{327 777) {327 777)
94,377 (146,131) (22,875) (74,629) (2,880)
559,407 225 686 51,029 846,122 164,591
gend7ed § 70555 538154 3 771493  §461.711
8270778 § 2,102 % 272880
383.006 77453 3 38.154 498613  $161.711
$603.784 & 79555 § 38,154 § 771493 $161.711

TOTAL CASH BASIS FUND BALANCES

Seea Notes to Financial Stalemenis
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CITY OF CHERCKEE
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Cherokee, lowa is a political subdivision of the State of lowa located in
Cherokee County. The City operates under the Mayor-Council form of government with
the Mayor and City Council Members efected on a non-partisan basis. The City provides
numerous services to citizens including public safety, public works, culture, recreation,
public improvements, and general administrative services. The City also provides various
utilities for its citizens.

A. Reporting Entity

For financial reporting purposes, the City has included all funds, organizations, agencies,
boards, commissions, and authorities. The City has also considered all potential
component units for which it is financially accountable, and other organizations for which
the nature and significance of their relationship with the City are such that exclusion would
cause the City's financial statements to be misleading or incomplete. The Gavernmental
Accounting Standards Board has set forth criteria to be considered in determining financial
accountability. These criteria include appointing a voting majority of an organization’s
governing body, and {1) the ability of the City to impose its will on that organization or (2)
the potential for the organization to provide specific benefits to, or impose specific financial
burdens on the City.

These financial statements present the primary government of the City of Cherokee.
Therefore, the City has elected not to include any potential compenent units in these
financial statements.

Jointly Governed Organizations

The City also participates in several jointly governed organizations that provide goods or
services fo the citizenry of the City but do not meet the criteria of a joint venture since
there is no ongoing financial interest or responsibility by the participating governments.
City officials are members of the following boards: Cherokee County joint ES11 Service
Board, Cherokee County Assessor's Conference Board, and Cherokee County Salid
Waste Commission.

B. Basis of Presentation

Government-Wide Financial Statements - The statement of activities and net assets report
information on all of the nonfiduciary activities of the primary government. For the most
part, the effect of interfund activity has been removed from this statement. Governmental
activities, which normally are supported by tax and intergovernmental revenues, are
reported separately from business-type activities, which rely to a significant extent on fees
and charges for services.

The Statement of Activities and Net Assets presents the City's nonfiduciary net assets.
Net assets are reported in two categaries:

Restricted nef assets result when constraints placed on net asset use are either externally
imposed or imposed by law through constitutional provisions or enabling legislation.

Unrestricted net assets consist of net assets that do not meet the definition of the
preceding category. Unrestricted net assets often have constraints on resources imposed
by management, which can be removed or modified.
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The statement of aclivities and net assets demanstrates the degree to which the direct
disbursements of a given function are offset by program receipts. Direct disbursements
are those that are clearly identifiable with a specific function. Program receipts include (1)
charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function and (2} grants, contributions, and
interest on investments restricted to meeting the operational or capital requirements of a
particular function. Property tax and other items not properly included among program
receipts are reported instead as general receipts.

Fund Financial Statements - Separate financial statements are provided for governmental
funds and proprietary funds. Major individual governmental funds and major individual
enterprise funds are reported as separate colurnns in the fund financial statements. All
remaining governmental and proprietary funds are separately aggregated and reported as
other nenmajor governmental and propriefary funds.

The City reports the following major governmental funds:

The General Fund is the general operating fund of the City. All general tax receipts
and other receipts that are not allocated by law or contractual agreement to some
other fund are accounted for in this fund. From the fund are paid the general
operating disbursements, the fixed charges and the capital improvement costs that
are not paid from other funds.

The Debt Service Fund is utilized to account for the payment of interest and principal
on the City’s general obligation debt.

The Capital Projects Fund is utilized to account for all resources used in the
acquisition and construction of capilal facililies, with the exception of those thal are
financed through enterprise funds.

The City reports the following major proprietary funds:

The Water Fund accounts for the operation and maintenance of the City's water
system.

The Sewer Fund accounts for the operation and maintenance of lhe City's sewer
system.

The City also reports the following additional proprietary fund:

An Intermnal Service Fund is ulilized to account for financing the replacement of
damaged property not covered by insurance coverage.

C. Measurement Focus and Basis of Accounting

The City of Cherokee maintains its financial records on the basis of cash receipts and
disbursements and the financial statements of the City are prepared on that basis. The
cash basis of accounting does not give effect to accounts receivable, accounts payable
and accrued items. Accordingly, the financial statements do not present financial position
and resuits of aperations of the funds in accordance with U.S. generally accepted
accounting principles.

18


http://www.pdfcomplete.com/1002/2001/upgrade.htm

4
=
C

PDF
omplete

Click Here & Upgrade
Expanded Features
Unlimited Pages

Proprietary funds distinguish operaling receipts and disbursements from nonoperating
iterns. Operating receipts and disbursements generally result from providing services and
producing and delivering goods in connection with a proprietary fund's principal ongoing
operations. All receipts and disbursements not meeting this definition are reported as
nonoperating receipts and disbursements.

D. Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required
Supplementary Information. During the year ended June 30, 2004, disbursements
exceeded the amounts budgeted in the public safety, culture and recreation, debt service,
capital projects, and business type activities functions.

CASH AND POOLED INVESTMENTS

The City's deposits in banks at June 30, 2004 were entirely covered by federal depository
insurance or by the State Sinking Fund in accordance with Chapter 12C of the Cade of
lowa. This chapter provides for additional assessments against the depoesitories to ensure
there will be no loss of public funds.

The City is authorized by statute to invest public funds in obligations of the United States
government, its agencies and instrumentalities; certificates of deposit or other evidences
of deposit at federally insured depository institutions approved by the City Council; prime
eligible bankers acceptances; certain high rated commercial paper; perfected repurchase
agreements; certain registered open-ended management investment companies; certain
joint investment trusts; and warrants or improvement certificates of a drainage district.

At June 30, 2004, $1,652,941 was held in {rust on behalf of the City from the $1,785,000
proceeds of general obligation bonds issued. The funds are maintained by the trustee in
insured deposit accounts and U.S. Treasury notes.

The City did not have investments subject to risk categorization at June 30, 2004.

BONDS AND NOTES PAYABLE

Annual debt service requirements to maturity for general obligation bonds and revenue
notes are as follows:

Year Ending _General Obligation Bonds Revenue Notes Total
June 30, Principal Interest Principal Interest Principal Interest

2005 $ 370,000 $ 357,942 $ 401000 $ 227471 3§ 771,000 $ 585413

2006 840,000 331,376 413,000 212,737 1,253,000 544 113
2007 985,000 302,240 433,000 197,165 1,418,000 489,395
2008 1,025,000 267,580 446,600 180,448 1,471,000 448,039
2009 840,000 229,498 465,000 162,879 1,405,600 382,377
2010-2014 4,230,000 561,272 1,746,000 679,727 5,876,000 1,140,999
2015 - 2019 555,000 15,870 1,838,000 284,547 2,393,000 300,417
2020 - 2021 475.701 24 689 475,701 24 689

Total $6.945000 §2,065.788  §£6.217.701 $§1.860654 $15162.701 $3.935.442

The Code of lowa requires that principal and interest on general obligation bonds be paid
from the Debt Service Fund.
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The resolutions providing for the issuance of the revenue noles include the following
provisions:

a. The notes will only be redeemed from the future earnings of the enterprise activity and
the note holders retain a lien on the future earnings of the funds.

b. Sufficient monthly transfers shall be made to separate water and sewer revenue note
sinking accounts within the Enterprise Funds for the purpose of making the note
principal and interest payments when due,

¢. Additional monthly transfers to the water and sewer reserve accounts shall be made
until specific minimum balances have been accumulated. The water reserve account,
which exceeds its minimum balance requirement, is restricted for the purpose of
paying principal at maturity or interest on the water revenue notes if sufficient money
is not available in the Sinking Fund. Transfers received by the sewer reserve fund
equal one-fourth of the amount transferred to the sewer revenue sinking account for
the Series 2002 Bonds. The reserve fund balance shall be used solely for the
purpase of paying principal at maturity or interest on the sewer revenue notes if
sufficient money is not available in the Sinking Fund.

d. All funds remaining in the city water account after the payment of all maintenance and
operating expenses and required fransfers shall be placed in a water revenue
improvement fund at a minimum rate of $5,000 per month until 2 minimum of
$200,000 is accumulated. This account is restricted for the purpose of paying for any
improvement, extension, or repair to the system or for note and interest payments
which the other accounts might be unable to make.

At June 30, 2004 the balances of these special funds included in the respective utility fund
balance are as follows:

Water Sewer
Bond and interest Sinking ........ccccoieiiiiiincicinice e $ 9,788 $(126,313)
2 10] o To [l g=TT= ] ot U 216,362 128,415
IMPrOVEMENT .. e re e e e e e e e e e eeernes 44,628
TOTAL $270.778 § 2102

PENSION AND RETIREMENT BENEFITS

The City contributes fo the lowa Public Employees Retirement System (IPERS) which is a
cost-sharing multiple-employer defined benefit pension plan administered by the State of
lowa. IPERS provides retirement and death benefits which are established by state
statute to plan members and beneficiaries. IPERS issues a publicly available financial
report that includes financial statements and required supplementary information. The
report may be obtained by writing to IPERS, PO Box 9117, Des Moines, lowa 50306-9117.

Plan members are required to contribute 3.70% of their annual salary and the City is
required to contribute 3.75% of annual covered payroll except for police employees, in
which case the percentages are 5.83% and 8.80%, respectively. For the year ended
June 30, 2003, the contribution rates for police employees and the City were 6.04% and
9.07%, respectively, and for the year ended June 30, 2002, the contribution rates for
police employees and the City were 6.20% and 9.29%, respectively. Contribution
requirements are established by stale statute. The City's contribution to IPERS for the
years ended June 30, 2004, 2003, and 2002 were $77,863, $82,251, and $78,101,
respectively, equal to the required contributions for each year.
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5. COMPENSATED ABSENCES

City employees accumulate a limited amount of earned but unused vacation leave hours
for subsequent use or for payment upon termination, retirement, or death. These
accumulations are not recegnized as disbursements by the City until used or paid. The
City’s approximate liability for earned vacation termination payments payable to
employees at June 30, 2004, primarily relating to the General Fund, is $122,133.

The liability for compensated absences has been computed based on rates of pay as of

June 30, 2004.

6. LANDFILL CONTRACT

The solid waste disposal contract which continues through June 30, 2004, requires an
annual payment of $138,672 by the City. This amount is attributed to the City's 1990
census as it relates in total to the county. For the year ended June 30, 2004, $138.672

was paid pursuant o the agreement.

7. INTERFUND TRANSFERS

The detail of interfund transfers for the year ended June 30, 2004 is as fallows:

Transfer to Transfer from Amount
General Capital Projects $ 2,798
Special Revenue: Emergency 26,423

Special Revenue: HoteliMotel Tax 20,000

Special Revenue: Parks & Recreation Improv. 25

49,246

Debt Service Special Revenue: Local Option Sales Tax 250,000
Special Revenue: Urban Renewal TIF 101,970

351,970

Capital Projects Debt Service 17,354
Special Revenue: Road Use 25,000

42 354

Library Library Memorial 1.120
Water Sewer 327,777
Total $772,467

Transfers generally move resources from the fund statutorily required to collect the

resaurces to the fund statutorily required to disburse the resources.

8. RELATED PARTY TRANSACTIONS

The City had business transactions between the City and City officials and employees,

lotaling $48,252 during the year ended June 30, 2004.
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9. LOCAL GOVERNMENT RISK POOL

The City of Cherokee is a member of the lowa Communities Assurance Pcol, as allowed
by Chapter 670.7 of the Cade of lowa. The lowa Communities Assurance Pool (Pool) is a
local government risk-sharing pool whose 480 members include various governmental
entities throughout the State of lowa. The Pool was formed in August 1986 for the
purpose of managing and funding third-party liability claims against its members. The
Pool provides coverage and protection in the following categories: general liability,
automobile liability, automobile physical damage, public officials liability, police
professional liability, property, inland marine, and hoiler/machinery. There have been no
reductions in insurance coverage from prior years.

Each member's annual casualty contributions to the Pool fund current operations and
provide capital. Annual operating contributions are those amounts necessary to fund, on a
cash basis, the Pool's general and administrative expenses, claims, claims expenses, and
reinsurance expenses due and payable in the current year, plus all or any portion of any
deficiency in capital. Capital contributions are made during the first six years of
membership and are maintained to equal 300 percent of the total current members' basis
rates or to comply with the requirements of any applicable regulatory authaority having
jurisdiction over the Pool.

The Pool also provides property coverage. Members who elect such coverage make
annual operating centributions which are necessary to fund, on a cash basis, the Pool's
general and administrative expenses and reinsurance premiums, all of which are due and
payable in the current year, plus all or any portion of any deficiency in capital. Any year-
end operating surplus is transferred to capital. Deficiencies in operations are offset by
transfers from capital and, if insufficient, by the subsequent year's member contributions.

The City of Cherokee's property and casualty contributions to the risk pool are recorded as
disbursements from its operating funds at the time of payment to the risk poa!l. The City of
Cherokee's annual contributions to the Pool for the year ended June 30, 2004 were
$85,589.

The Pool uses reinsurance and excess risk-sharing agreements to reduce its exposure to
large losses. The Pool retains general, automaobile, police professional, and public
officials’ liability risks up to $250,000 per claim. Claims exceeding $250,000 are reinsured
in an amount not to exceed $1,750,000 per claim and $5,000,000 in aggregate per year.
For members requiring specific coverage from $2,000,000 to $10,000,000, such excess
coverage Is also reinsured. Automobile physical damage risks are retained by the Pool up
to $50,000 each accident, each location, with excess coverage reinsured on an individual-
member basis. All property risks are also reinsured on an individual-member basis,

The Pool's intergovernmental contract with its members provides that in the event a
casualty claim or series of claims exceeds the amount of risk-sharing protection provided
by the member's risk-sharing certificate, or in the event that a series of casualty claims
exhausls total members' equity plus any reinsurance and any excess risk-sharing
recoveries, then payment of such claims shall be the obligalion of the respective individual
member. As of June 30, 2004, settled claims have not exceeded the risk pool or
reinsurance company coverage since the pool's inception.
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10.

1.

Members agree to continue membership in the Pool for a period of not less than one full
year. After such period, a member who has given 80 days' prior written notice may
withdraw from the Pool. Upon withdrawal, payments for all claims and claims expenses
become the sole responsibility of the withdrawing member, regardless of whether a ¢laim
was incurred or reported prior to the member's withdrawal. Members withdrawing within
fhe first six years of membership may receive a partial refund of their capital contributions.
If a merber withdraws after the sixth year, the member is refunded 100% of its capital
confributions; however, the refund is reduced by an amount equal to the annual operating
contribution which the withdrawing member would have made for the one-year period
following withdrawal.

The City of Cherokee also carries commercial insurance purchased from other insurers for
coverage asscciated with commercial property, workers’ compensation, lift station in flood
area, and hangerkeeper's liability. The City assumes liability for any deductibles and
claims in excess of coverage limitations. Settled claims resulting from these risks have not
exceeded commercial insurance coverage in any of the past three fiscal years.

LEASES

During the fiscal year ended June 30, 2004, the City made final lease payments totaling
$9,126 for equipment leased from varicus entities.

LOANS RECEIVABLE

At June 30, 2004, the City had the following outstanding balances on loans made from the
CDBG/Revolving Lean Fund as an effort fo promote economic development and promote

and retain jobs within the City:

Filter Recycling - $30,000 loan on October 1, 1897, payable in 72 monthly

payments of $318, including interest at 5%. .....c.coveeie e $ 11,624

Cherokee Family Daycare - $25,000 loan on April 23, 2002, payable in 72

menthly payments of $400, including interest at 5%. .ooocvvevrvieieicimereeees 16,894

American Natural Soy - $21,956 loan on December 9, 2003, payable in 10

annual payments of $2,442.64, including interest at 2%. ....ccoocvivvvvvvveinnnnns 21,956
TOTAL $ 50474

At June 30, 2004, the City also had the following outstanding balance on a loan made from
the G. Bacon Bequest subfund of the Capital Projects Fund:

Cherckee Community Foundation - $100,000 loan dishursed on

September 28, 2003, payable at time of sale of the W.1.T. home being
consfructed with the funds advanced, including interest at 3%. ........cccoevee, $100,000
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13.

14.

DEFICIT FUND BALANCES
The following funds had a deficit balance at June 30, 2004:

Deficit Balance
Fund June 30, 2004 Cause of Defigit Plans to Eliminate Deficit

Special Revenue:;

Employee Benefits § 8,771  Under budgeted health Increase tax askings andfor
insurance expense reduce spending
Proprietary:
Solid Wasle $ 3,593 Natural gas study costs Reduce spending
GOMMITMENT

At June 30, 2004, the City had construction contracts totaling approximately $7,000,000
for street, sewer, and airport improvements of which approximately $356,000 remained
outstanding. The balances on the contracts will be paid as the projects progress, primarily
through the proceeds from state revolving loan funds and a Federal Aviation
Administration grant.

LITIGATION
The City is party to routine legal proceedings and litigation arising in the normal course of

business. In the opinion of management, the outcome of such actions will have no
material impact on the City's financial condition.
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RECEIPTS, DISBURSEMENTS, AND CHANGES IN BALANCES -

CITY OF CHEROKEE

BUDGETARY COMPARISON SCHEDULE OF

BUDGET AND ACTUAL (CASH BASIS) - ALL GOVERNMENTAL FUNDS

AND PROPRIETARY FUNDS
REQUIRED SUPPLEMENTARY INFORMAT
YEAR ENDED JUNE 30, 2004

ION

EXCESS (DEFICIENCY) OF RECEIPTS OVER

Governmental Proprietary
Funds Funds
Actual Actual
RECEIPTS:

Property taX ..o eeniesienieeeees. 91,616,457
Tax increment financing collections ...........cccc.o... 203,467
QUhEr CitY taX oo mrren s s s e 457,349
Licenses and permifs .......c.occooeeiiiemv s isienes s 27,128

Use of money and propenty .......ccoverevcnnceeienees 88,240 5 47

Intergovernmental ...............ccocciiiiiiiinre e 1,184,756 357,016

Charges for ServiCe ... ieane 82,648 2,057 717
Special assessSMENts ..o vecieece e e 24,633

MisSCellaneous .........coovvein e 1,204 605 75,720

TOTAL RECEIPTS 4,889,283 2,490,500

DISBURSEMENTS:

Public safety ... 825,650

PUblic WOTKS ..oovieiieecee e 475,612 6,976
Culture and recrealion .........coccoeeveeeimeeeriecee s 672,576
Community and economic development ................ 99,075
General goveImment ..............ccoimveccmcriecier s 288,555
DEDE SBIVICE ...t e 4,033,976
Capital Projects ... 2,984,197

BUSINESS-IYPE s 3,760,250

TOTAL DISBURSEMENTS 9,379,641 3,767,226

(UNDER) DISBURSEMENTS {4,490,358) {1.276,726)
OTHER FINANCING SOURCES - NET ................... 8,185,000 1,199,217

EXCESS (DEFICIENCY) OF RECEIPTS AND

OTHER FINANCING SOURCES OVER (UNDER)

DISBURSEMENTS AND OTHER FINANCING

USES 3,694,642 (77,508)
BALANCES - BEGINNING OF YEAR .....ccocveeneenee 113.660 1.010.713

BALANCES - END OF YEAR $3,808,302 £ 033,204

See Accompanying Independent Audilors’ Report
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$ (153,658)

(146.790)
300.448)

(47,398)

(102,272)

(153,658}
(303,328)

(2,880)

(2.880)

164,591
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Budgeted Amounts Final to Net

Net Original Final Variance
$ 1,616,457 $1,788,930 $1,788,930 $ {(172,473)
203,467 223,000 223,000 (19,533}
457,349 447,408 447,408 9,941
27,128 15,650 15,650 11,478
88,287 65,200 65,200 23,087
1,541,772 524,050 962,036 579,736
1,986,707 1,834,256 1,834,256 152,451
24,633 20,000 20,000 4,633
1,133,535 283,129 1,114,484 19,051
£.079,335 5,201,623 6,470,964 608,371
825,650 750,095 795,914 {29,736)
435,190 698,222 698,222 263,032
672,576 637,096 663,674 (8,902)
99,075 23775 128,368 29,293
186,283 301,213 316,503 130,220
4,033,976 579,176 599,176 {3,434,800)
2,984,197 2,963,248 (20,949)
3,608,592 2,017 504 3229454 (377.138)
12,843,539 5,007,081 9,394,558 (3,448,980}
(5,764,204) 194,542 (2,923,595) (2,840,609}
9,384,217 4 468,925 4,915,292
3,620,013 194,542 1,645,330 2,074 683
959,782 2,828,121 1,124,375 {164,593}

3 4579795  $3,122663 32,669,705  $1.910,090

See Accompanying Independent Auditors’ Report
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CITY OF CHEROKEE
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION - BUDGETARY REFPORTING
YEAR ENDED JUNE 30, 2004

In accordance with the Code of lowa, the City Council annually adopts a budget on the cash
basis following required public notice and hearing for all funds, except internal service funds.
The annual budget may be amended during the year utilizing similar statutorily prescribed
procedures.

Formal and legal budgetary control is based upon ten major classes of dishursements known as
functions, not by fund or fund type. These ten functions are: public safety, public works, health
and social services, culture and recreation, community and economic development, general
government, debt service, capital projects, business-type and non-program. Function
disbursements required to be budgeted include disbursements for the general fund, special
revenue funds, debt service fund, capital projects funds and proprietary funds. Although the
budget document presents function disbursements by fund, the legal level of control is at the
aggregated function level, not by fund. During the year, one budget amendment increased
budgeted disbursements by $4,387 478. This budget amendment is reflected in the final
budgeted amounts.

During the year ended June 30, 2004, disbursements exceeded the amounts budgeted in the
following funclions: public safety, culture and recreation, debt service, capital projects, and
business-type.

See Accompanying Independent Auditors’ Report
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CITY OF CHEROKEE
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND
CHANGES IN CASH BALANCES
NONMAJOR GOVERNMENTAL FUNDS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2004

Special Revenue

Local
Road Employee Option
Use Benefits Emergency Sales Tax
RECEIPTS:
Property taxX ..o $508,813 % 26,423
Tax increment financing collections ..................
Other Gity £8X oo $397,006
Use of money and property ..., 482
Infergovernmental ... ver e 5447 171
Miscellaneous ..., 34,965 B7.302
TOTAL RECEIPTS 482,136 596,115 26,423 397,488
DISBURSEMENTS:
Governmental activities:
Public safety ... 268,780
Public WoTks ... 405,252 66,608
Culture and recreation ... 102,199
Community and economic development .........
General government ... 65,130
Capital prajects ...,
TOTAL DISBURSEMENTS 405,252 502.715
EXCESS (DEFICIENCY) OF RECEIPTS
OVER (UNDER) DISBURSEMENTS 76.884 893,400 26.423 397.488
OTHER FINANCING SOURCES (USES):
Operaling transfers in .......cooooeoeeeeimreceieeeeiees
Operaling transfers out ..ol (25.000) (26,423) {250,000}
TOTAL OTHER FINANCING
SQURCES (USES) (25,000) (26,423) (250,000}
NET CHANGE IN CASH BALANCES 51,884 93,400 147,488
CASH BALANCES - BEGINNING OF YEAR ........ B2 547 (102,171} 281,423
CASH BALANCES - END OF YEAR $134,431 $ (8771) % $438,917
CASH BASIS FUND BALANCES:
Unreserved:
Special revenue funds ........cocoeeeeeeeeeeeeeeeeieeeens $134 431 $ (8,771) $438,917
Permanent fund ..........ccc i
TOTAL CASH BASIS FUND BALANCES $134.431 $ 8771) $ $438 917

See Accompanying Independent Audilors’ Report
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Schedule 1

Urban Library Parks & Recreation
Holel/ Renewal CDBG Library Building Capilal
Motel TIF Revolving Memorial Fund Improvements
$203 467
$ 60,343
25 ] 7
$ 76,060 § 5,047
9,160 16,911 1,050 § 16,391
60,368 203 467 85,220 21,958 1,057 16,331
45,978 30,742 14,978 34,400
98,016
17.449
45978 17.449 98,016 30,742 14,978 34,400
14,390 186.018 (12,798) (8,784) (13,921) {18,009)
1,120
{20,000} {101,970} {1.120) (25)
{20,000) (101,970} {1.120) 1.120 (25)
(5.610) 84,048 {12,796} (9,804) (12,801) {18,034)
14,288 101.000 49,621 18,174 12,801 59,660
§ 8678 $185,048 $ 36,825 58270 $ $ 41,626
$ BE678 $185,048 $ 36,825 5 8,270 % 41,626
§ 8678  §$185048  §$3685 § 8270 $ § 41,626

See Accompanying Independent Auditors’ Report

29


http://www.pdfcomplete.com/1002/2001/upgrade.htm

’ Click Here & Upgrade

v Expanded Features

> PDF Unlimited Pages
Complete

Schedule 1
CITY OF CHEROKEE
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND
CHANGES IN CASH BALANCES
NONMAJOR GOVERNMENTAL FUNDS - Continued
AS OF AND FOR THE YEAR ENDED JUNE 30, 2004
Permanent Totat
Qak Hill Nonmajor
Perpetual Governmental
Care Funds
RECEIPTS:
PrOPerty FX .. oot et e et e $535,236
Tax increment financing collections ..., 203,467
OLNEE CItY 18X 1eeiieece et e oot e s 457,349
Use of MOoNey and PropeEMY ........u.we oo ecces s s seenaes $ 976 1,490
Intergovernmental ... e 528,278
MISCEIAMEOUS ...oiiiiiiiitieiiastieeetimseeieeeeomceesiee s soeees s ens s ree e s e mrmmeneeeemmeeas 1.516 167,295
TOTAL RECEIPTS 2,492 1,893,115
DISBURSEMENTS:
Governmental aclivities:
PUDBIC SAMELY .oer et i e e s e 268,780
PUBIC WOTKS .ovictiiiitiinsiartaetieeieceeeeeteeeescnseerenssareenasnrs sarsassame e smeeeeammeesne 471,858
Culture and recreEalion ... oo eeeceeeee e e rase s ssers s iam e e eeeesremmeesananes 3,017 231,314
Community and economic development ... 98,016
General QoVEMMENL «.......co.iciciee i e et e 65,130
Capital projects ..........oovvccic e ————————————— 17.449
TOTAL DISBURSEMENTS 3,017 1,152,547
EXCESS (DEFICIENCY) OF RECEIPTS
OVER (UNDER) DISBURSEMENTS (525) 740,568
OTHER FINANCING SOURCES (USES):
Operating transfers in ... e 1,120
Operating transfers oul ... (424 538)
TOTAL OTHER FINANCING
SQURCES (USES) {423,418}
MET CHANGE IN CASH BALANCES (525) 317,150
CASH BALANCES - BEGINNING OF YEAR .......coooiiiiiininenas 130,936 658,285
CASH BALANCES - END OF YEAR $130.411 d 875435
CASH BASIS FUND BALANCES:
Unreserved:
Special revenue funds ... $ 845,024
Permanent FUNGA ..ottt s e $130,411 130,411
TOTAL CASH BASIS FUND BALANCES $130.411 5 975435

See Accompanying Independent Auditors' Report
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CITY OF CHERCKEE

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND
CHANGES IN CASH BALANCES

NONMAJOR PROPRIETARY FUNDS

AS OF AND FOR THE YEAR ENDED JUNE 30, 2004

Schedule 2

Business-Type Activilies - Enterprise Funds

Storm
Landfill Solid Waste Water Alrport Total
OPERATING RECEIPTS:
Charges for service ......ccoveeveen $142,839 $188,506 $20,917 § 76,435 $428,697
Use of money and property ......... 47 47
Miscellaneous ......cccceccvvveveeeevee s 100 100
TOTAL OPERATING
RECEIPTS 142,839 1B8.506 20,917 76,582 428 844
OFPERATING DISBURSEMENTS:
Business type aclivilies ......cc....... 143,393 206,643 458 693 808,735
TOTAL OPERATING
DISBURSEMENTS 143,399 206.643 458,693 808,735
EXCESS (DEFICIENCY) OF
OPERATING RECEIPTS OVER
(UNDER) OPERATING
DISBURSEMENTS {560) (18,137) 20917 (382,111) (379,891)
NONOPERATING RECEIPTS:
intergovernmental ... ... 357,016 357,016
EXCESS (DEFICIENCY) OF
RECEIPTS OVER (UNDER)
DISBURSEMENTS (560} {18,137} 20,917 (25,085) (22,875)
CASH BALANCES - BEGINNING
OF YEAR e ierine 3.743 14.544 42 742 61.029
CASH BALANCES -END OF YEAR $ 3,183 § (3,593) $20917 % 17,647 338,154
CASH BASIS FUND BALANCES:
Unreserved ........oocooeooeeieeeeen. $ 3183 % (3693) % 20947 § 17.647 $ 38,154
TOTAL CASH BASIS
FUND BALANCES $ 3,483 & {3,593) £ 20917 $ 17 647 $_38,154

See Accompanying Independent Auditors' Report
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CITY OF CHEROKEE
SCHEDULE OF INDEBTEDNESS
YEAR ENDED JUNE 30, 2004

Balance
Amount of Beginning
Date of Interest Original of
Issue Rates Issue Year

General obligation bonds and notes:

Essential corporate purpose

{miscellaneous projects) 12-1-93 3.90-410% $ 975000 § 200,000

Essential corporafe purpose

{miscellaneous projects) 2-1-98 3.75-4.70% 1,900,000 1,540,000

Essential corporate purpose

(miscellaneous projects) 3-1-00 4.90 - 5.35% 750,000 505,000

Park garage 8-15-00 6.35% 24,000 5,000

Sioux Valley Mernorial Hospital

Wellness Center 11-01-00 540-6.25% 1,000,000 905,000

Essential corporate purpose

(miscellaneous projects) 7-1-02 2.50-4.70% 1,430,000 1,265,000

Essential corporate purposes 7-14-03 1.75% 3,200,000

1993 refunding 2004 A 4-15-04 1.25-3.35% 1,785,000

Essential corporate purpose 2004 B 5-15-04 2.40 - 4.50% 3,200,000
TOTAL $4,420.000
Revenue Notles:

Sewer 9-30-99 4.23% $2,170,000 $2,025,000

Water 4-01-02 3.25-5.00% 1,330,000 1,190,000

Sewer 6-19-02 3.00% * 4,293,000 2,190.484
TOTAL $5.405.484

* Authorized $4,293,000, issued $3,389,701

See Accompanying Independent Auditors' Report
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Issued Redeemed Balance
During Year During Year End of Year
$ 200,000
65,000 $1,475,000
90,000 415,000
5,000
50,000 855,000
50,000 1,215,000
$3,200,000 3,200,000
1,785,000 1,785,000
3,200,000 3.200,000
$8,185,000 $3,660,000 $8.945,000
$ 77,000 $1,948,000
150,000 1,040,000
$1,199,217 160,000 3,229,701
$1,199,217  § 387,000 $6,217,701

Schedule 3

Interest

Interest Due and

Paid Unpaid
$ 7,847
68,463
26,543
159
51,970
54,715
25,978

$235,675 $
% 85,658
53,952
91,433

$231043  §

See Accampanying Independent Auditors’ Report
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CITY OF CHEROKEE

BOND AND NOTE MATURITIES

JUNE 30, 2004

General Obligation Bonds and Notes

Miscellaneous Projects

|ssued 2-1-1998

Issued 3-1-2000

Issued 11-28-2000

Interest
Rates Amount
6.00% $ 50,000
6.00% 55,000
6.00% 60,000
5.90% 60,000
5.90% 65,000
5.90% 70,000
5.40% 70,000
5.45% 75,000
5.50% 80,000
5.55% 85,000
5.60% 90,000
570% 95.000
$ 855,000

Sewer Issued 6-19-02

Year Ending  Interest Interest
June 30, Rates Amount Rates Amount
2005 4.20% $ 75,000 5.20% $ 95,000
2006 4.25%* 145,000 5.25% 100,000
2007 4.30%* 155,000 5.30%* 105,000
2008 4.35%" 165,000 5.35%" 115,000
2009 4.40%™ 170,000
2010 4.45%"* 180,000
2011 4.55%* 185,000
2012 4.65%" 195,000
2013 4.70%* 205,000
2014
2015
2016 - —_—
TOTAL $1.475.000 $§ 415,000
Revenueg Notes
Sewer Issued 9-30-99 Water Issued 4-2-02
Year Ending  Interest Interest
June 30, Rates Amount Rates Amount
2005 423% % 81,000 4.10% $ 155,000
2008 4.23% 84,000 4.35% 160,000
2007 4.23% 88,000 4.55% 170,000
2008 4.23% 91,000 4.75% 175,000
2009 4.23% 95,000 4.90% 185,000
2010 4.23% 99,000 5.00% 195,000
2011 4,23% 103,000
2012 4.23% 107,000
2013 4.23% 112,000
2014 4.23% 118,000
2015 4.23% 122,000
2016 4.23% 127,000
2017 4.23% 132,000
2018 4.23% 138,000
2019 4,23% 144,000
2020 4.23% 150,000
2021 4.23% 157,000
2022
2023
TOTAL $1,948,000 $1.040,000

Interest  Authorized
Rates Amount

3.00% % 165,000
3.00% 169,000
3.00% 175,000
3.00% 180,000
3.00% 185,000
3.00% 191,000
3.00% 196,000
3.00% 202,000
3.00% 208,000
3.00% 215,000
3.00% 221,000
3.00% 228,000
3.00% 235,000
3.00% 242,000
3.00% 249,000
3.00% 256,000
3.00% 264,000
3.00% 272,000
3.00% 280,000
$4,133,000

* Expacted to be refunded from 4-15-2004 bond proceeds in escrow at June 30, 2004.

See Accompanying Independent Auditors' Report
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Miscellaneous Projects

Issued 7-1-2002

Issued 4-15-2004

|ssued 6-15-2004

Interest
Rates

Amount

3.45%
3.75%
4.00%
4.20%
4.35%
4.50%
4.60%
4.70%

TOTAL

TOTAL

$ 50,000
90,000
90,000
89,000

210,000
220,000
230,000
240,000

$1.215.000

Total

$ 401,000
413,000
433,000
446,000
465,000
485,000
299,000
309,000
320,000
333,000
343,000
355,000
367,000
380,000
393,000
406,000
421,000
272,000
280.000

$7.121,000

Interest
Rates

1.25%
1.60%
1.95%
2.30%
2.56%
2.75%
3.00%
3.20%
3.35%

See Accompanying Independent Auditors’ Report
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Amount

$ 100,000
165,000
280,000
295,000
180,000
185,000
185,000
185,000
200,000

Interest
Rates

2.40%
2.85%
3.20%
3.45%
3.65%
3.85%
4.05%
4.20%
4.35%
4.50%

Schedule 4

Amount Total
$ 370,000

$ 235,000 §40,000
295,000 985,000
305,000 1,025,000
315,000 940,000
300,000 955,000
310,000 980,000
325,000 1,030,000
340,000 825,000
355,000 440,000
370,000 480,000
95,000

$3,200,000 $8,945,000
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CITY OF CHEROKEE

SCHEDULE OF RECEIPTS BY SOURCE AND DISBURSEMENTS BY FUNCTION
ALL GOVERNMENTAL FUNDS

FOR THE LAST FOUR YEARS

RECEIPTS:

Properly and other city lax .......cccccoe il
Tax increment financing collections ........
Licenses and permils ..........cccceceemnieniinaes
Use of money and property ...
Intergovernmental ...........ccoceoeeecienieeenes
Charges for service ...
Special assessments ...
Miscellaneous ........cccoccciieeen e

TOTAL REVENUES

DISBURSEMENTS:

Public safety .......coeoeeee e
Public works ...
Culture and recreation .........ccccocevveeinenee
Community and economic development .
General government ..o vecvieniieenins
Debt SEMVICe .o
Capital projects ..o

TOTAL EXPENDITURES

* Information not available

See Accompanying Independent Auditors’ Report
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Schedule 5

2004 2003 2002 2001
$2,073,806  $1,976,920  §$1,759691  §1,537,736
203,467 225,979 217,464 115,298
27,128 24,229 15,873 15,576
88,240 88,156 92,330 76,703
1,184,756 695,258 568,809 804,360
82,648 75,819 42,366 43,817
24,633 46,920 7,840 7.780
1,204,605 427,510 386,990 237,559
£4880283  $3560791  £3.001363  $2,838.829
$ 825650 § 851784 > -
475,612 1,332,189 > >
672,676 887,527 N -
99,075 115,244 * >
288,555 304,447 * .
4,033,976 2,273,282 * *
2,984,197
$0379.641 35764473  $4.330.800  $4.241.162
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Schedule 6
CITY OF CHEROKEE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2004
Agency
CFDA Pass-Through Program
Grantor/Program Number Number Expenditures
Direct:
United States Department of Transpartation:
Airpart improvement program ................ 20.106  3-19-0089-03 $ 337.981
Total Direct 337,981
Indirect:
U.S. Depariment of Housing and Urban
Development.
lowa Department of Economic Development:

Community development block

grants/state’s program ..................... 14.228 02-CRL-003 76,060
U.8. Department of Justice:

lowa Department of Public Safety:
Local law enforcement block grants
o] (¢ e = 1 | H R 16.592 O0O3LE-0152 8,172
U.S. Departiment of Transportation.
lowa Department of Transporiation:

Highway planning and construction..... 20.205 \Various 598,089
Safety incentive grants for use of seatbelts 20.604 3,500
Environmental Protection Agency:

lowa Department of Natural Resources:
Capitalization grants for state
revolving funds ... 66.458 (CS5192127-02 1,199,217
Total Indirect 1.885,038
TOTAL $2,223,019

Basis of Presentation - The Schedule of Expenditures of Federal Awards includes the federal

grant activity of the City of Cherokee and is presented in conformity with an other

comprehensive basis of accounting. The information on this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of Stales, Local Governments,
and Neon-Profit Organizations. Therefore, some amounts presented in this schedule may differ
from amounts presented in, or used in the preparation of, the basic financial statements.

See Accompanying Independent Auditors’ Report
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Phone 712-262-3117 Phong 712-338-2488
FAX 712-262-3159 FAX 712-338-2510

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANCIAL REPCRTING

The Honorable Mayor and
Members of the City Council

City of Cherokee

Cherckee, |1A 51012

Wae have audited the financial statements of the primary government of the City of Cherokee,
lowa as of and for the year ended June 30, 2004, and have issued our report thereon dated
August 12, 2004. Our report expressed an unqualified opinion on the financial statements
which were prepared in conformity with an other comprehensive basis of accounting. We
conducted our audit in accordance with U.S. generally accepted auditing standards, Chapter 11
of the Code of lowa, and the standards applicable to financial audits contained in Government
Audifing Standards, issued by the Comptroller General of the United Stales.

Compliance
As part of obtaining reasonable assurance about whether the City of Cherokee's financial

statements are free of material misstatement, we performed teslts of its compliance with certain
provisions of laws, regulations, contracts and grants, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of cur audit and,
accordingly, we do not express such an cpinion. The results of our fests disclosed no instances
of noncompliance that are required to be reported under Government Audifing Standards.
However, we noted certain immaterial instances of noncompliance that are described in Part IV
of the accompanying Schedule of Findings and Questioned Costs.

Comments involving statutory and other legal matters about the City's operations for the year
ended June 30, 2004 are based exclusively on knowledge obtained from procedures performed
during our audit of the financial statements of the City. Since our audit was based on tests and
samples, not all transactions that might have had an impact en the comments were necessarily
audited. The comments involving statutory and other legal matters are not intended to
constitute legal inlerpretations of those statutes. Prior year statutory comments have not been
resolved.

38
Member Privale Companias Praclice Seclion,
American Institute of Certified Public Accountants
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Internal Control Over Financial Reporting
In planning and performing our audit, we considered the City of Cherokee internal control over

financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinicon on the financial statements and nct to provide assurance on the internal control over
financial reporting. However, we noted certain matters involving the internal control over
financial reporting and its operation that we consider to be reporable conditions. Reportable
conditions involve matters coming to our attention relating to significant deficiencies in the
design or aperation of the internal control over financial reporting that, in our judgment, could
adversely affect the City of Cherokee’s abilily to record, process, summarize and report financial
data consistent with the assertions of management in the financial statements. Repaortable
conditions are described in Part |l of the accompanying Schedule of Findings and Questioned
Costs.

A material weakness is a condition in which the design or operation of cne or more of the
internal control components does not reduce to a relatively low level the risk that misstatements
in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. Our consideration of the internal control over financial
reporting would not necessarily disclose all matters in the internal control that might be
reportable conditions and, accordingly, would not necessarily disclose all reportable conditions
that are also considered to be material weaknesses. However, of the reportable conditions
described above, we believe items 11-A-04 is a malerial weakness. Prior year reportable
conditions have been resclved except for item 1I-A-04.

This report, a public record by law, is intended solely for the information and use of the officials,
employees and citizens of the City of Cherokee, and other parties to whom the City of Cherokee
may report. This report is not intended to be and should not be used by anyone other than
these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel

of the City of Cherokee during the course of our audit. Should you have any questions
conceming any of the above matters, we shall be pleased to discuss them with you at your

[ ke, AT

August 12, 2004
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Spencer. lowa 513010175 Millord, Towa 51351
Phone 712-262-3117 P'hone 712-338-2488
FAX 712-262-3159 FAX 712-338-2510

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJCR PROGRAM AND
INTERNAL CONTROL OVER COMPLIANCE

The Honorable Mayor and
Members of the City Council

City of Cherokee

Cherokee, IA 51012

Compliance

We have audited the compliance of the City of Cherckee, with the types of compliance
requirements described in the U.8. Office of Management and Budget (OMB) Circular A-133
Compliance Supplernent that are applicable to its major federal program for the year ended
June 30, 2004. The City of Cherokee's major federal programs are identified in Part | of the
accampanying Schedule of Findings and Questioned Costs. Compliance with the requirements
of laws, regulations, contracts, and grants applicable to its major federal programs iIs the
responsibility of the City of Cherokee’s management. Our respensibility is to express an opinion
on the City of Cherckee's compliance based on our audit.

We conducted our audit of compliance in accordance with U.S. generally accepted auditing
standards, Chapter 11 of the Code of lowa, the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States, and OMB Circular A-133, Audits of States, L ocal Governments and Non-Profit
Organizations. Those standards and provisions require that we plan and perform the audit to
obtain reascnable assurance about whether non-compliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about the City of
Cherokee's compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion. Cur audit does not provide a legal determination on the City of
Cherokee's compliance with those requirements.

In our apinion, the City of Cherokee complied, in all material respects, with the requirements
referred to above that are applicable to its major federal programs for the year ended June 30,
2004,
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internal Contral Over Compliance

The management of the City is responsible for establishing and maintaining effective internal
conltrol over compliance with requirements of laws, regulations, contracts and grants applicable
to federal programs. In planning and performing our audit, we considered the City of
Cherokee's internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the
purpase of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133.

We noted a matter involving the internal control over compliance and its operation that we
consider fo be a reportable condition. Reportable conditions involve matters coming to our
attenlion relating to significant deficiencies in the design or operation of the internal control over
compliance that, in our judgment, could adversely affect the City of Cherokee's ability to
administer 2 major federal program in accordance with applicable requirements of laws,
regulations, contracts, and grants. The reportable condition is described as item 111-A-04 in the
accompanying Schedule of Findings and Questioned Costs.

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that non-
compliance with applicable requirements of laws, regulations, contracts and grants that would
be material in relation to a major federal program being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
Our consideration of the internal control cver compliance would not necessarily disclose all
matters in the internal control that might be reportable conditions and, accordingly, would not
necessarily disclose all reportable conditions that are also considered to be material
weaknesses. However, of the reportable conditions described above, we believe item [II-A-04 is
a material weakness.

This report, a public record by law, is intended solely for the informaiion and use of the officials,
employees, and citizens of the City of Cherokee and other parties to whom the City of Cherokee
may report, including federal awarding agencies and pass-through entities. This report is not
intended to be and should not be used by anyone other than these specified parties.

L. s 40 27

August 12, 2004
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CITY OF CHEROKEE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2004

Part I: Summary of the Independent Audifors’ Results

a.

An unqualified opinion was issued on the financial statements which were prepared on the
basis of cash receipts and disbursements, which is a comprehensive basis of accounting
other than U.S. generally accepted accounting principles.

A reportable condition in internal conlrol over financial reporting was disclosed by the audit
of the financial statements, including a material weakness.

The audit did not disclose any non-compliance which is material to the financial statements.

A reportable condition in internal control over the major programs was disclosed by the audit
of the financial statements, including a material weakness.

An unqualified opinion was issued on compliance with requiremenls applicable to the major
program.

The audit disclosed audit findings which are required fo be reported in accordance with
Office of Managemeni and Budget Circular A-133, Section .510(a).

The major programs were:
¢« CFDA number 20.106 - airport improvement program
+ CFDA number 20.205 - highway planning and construction

+ CFDA number 66.458 - capitalization grants for state revolving funds

The dollar threshold used to distinguish belween Type A and Type B programs was
$300,000.

The City of Cherokee did not qualify as a low-risk auditee.
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CITY OF CHEROKEE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued
YEAR ENDED JUNE 30, 2004

Part ll: Findings Related to the Financial Statements

Instances of Non-Compliance:

No matters were noted.

Reportable Condition:

II-A-04  Segregation of Duties - One important aspect of internal control is the segregation of
duties among employees to prevent an individual employee from handling duties which
are incompatible. We noted that one individual has custody of receipts, prepares bank
deposits, picks up bank statements, and performs posting of cash receipts to the cash
receipts journal,

Recommendation - We realize that with a limited number of office employees,
segregation of duties is difficult. However, the Cily should review its control
pracedures fo obtain the maximum internal control possible under the circumstances.

Response - We will consider our control procedures.

Conclusion - Response accepted.
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CITY OF CHEROKEE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued
YEAR ENDED JUNE 30, 2004

Part IN: Findings and Questioned Costs for Federal Awards

Instance of Non-Compliance:

No matlers were noted.

Reportable Condition:

All programs displayed on the Schedule of Expenditures of Federal Awards.

lil-A-04 Segregation of Duties over Federal Receipts - The City did not properly segregate
collection, deposit and record-keeping for receipts, including those related to federal
programs. See item [I-A-04.
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Part IV:

CITY OF CHEROKEE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued
YEAR ENDED JUNE 30, 2004

Other Findings Related to Statutory Reporting

IV-A-04

IV-B-04

iv-C-04

IvV-D-04

Official Depaositories - A resolution naming official depositories has been approved by
the City. The maximum deposit amounts stated in the resolution was exceeded for
one financial institution during the year ended June 30, 2004.

Recommendation - We recommend amounts deposited in financial institutions be
regularly reviewed for compliance with the depository resolution.

Response - The maximum deposit amount was temporarily exceeded due to the
deposit of loan proceeds. We will regularly review financial institution account
balances for compliance with the depaository resolution.

Conclusion - Response accepted,

Certified Budget - Disbursements during the year ended June 30, 2004 exceeded the
amounts budgeted in the following functions: public safety, culture and recreation,
debt service, capital projects, and business-type. Chapter 384.20 of the Code of lowa
states in part that public monies may not be expended or encumbered except under an
annual or continuing appropriation.

Recommendation - The budget should have been amended in accordance with
Chapter 384.18 of the Code of lowa before disbursements were allowed to exceed the
budget.

Response - The budget will be amended in the future, if applicable.
Conclusion - Response accepted.
Questionable Disbursements - No disbursements were noted lhat may not meet the

requirements of public purpose as defined in an Attorney General's opinion dated
April 25, 1979.

Travel Expense - No disbursements of City money for travel expenses of spouses of
City officials or employees were noted.
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CITY OF CHEROKEE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued
YEAR ENDED JUNE 30, 2004

Part IV: Other Findings Related to Statutory Reporting - Continued

IV-E-04 Business Transactions - Business transaclions between the City and City officials or
employees are detailed as follows:

Name, Title, and Transaction
Business Connection Description Amount
Duane Mummert, Park Superintendent Tooling expense $ 1000
Bill Treth, City Council Member Repairs 24 791
Kent Wenek, City Building Inspector [nspections 5,693
Airport maintenance 1,150
6,843
Marvin Miller, City Attorney Legal fees 15,618
In accordance with Chapter 362.5(10) of the Code of lowa, the transaction with the
Park Superintendent does not appear to represent conflicts of interest since the total
transaction was less than $1,500 during the fiscal year.
Recommendation - The transaclions exceeding $1,500 may represent a conflict of
interest. The City should consult legal counsel to determine the disposition of each of
these matters.
Response - The City Attorney will be asked fo comment on these transactions.
Conclusion - Response accepted.

IV-F-04 Bond Coverage - Surety bond coverage of City officials and employees is in
accordance with statutory provisions. The amount of coverage should be reviewed
annually to insure that the coverage is adeguate for current operations.

IV-G-04 Council Minutes - We noted two transactions we believe should have been approved

in lhe Council minutes but were not. Council minutes do not indicate approval of a
$100,000 loan made to the Cherokee Community Foundation from the G. Bacon
Bequest Fund. Also, Council minutes do not indicate approval of a $68,851 payment
to Western lowa Tech from Career Link grant proceeds.

Recommengdatign - The City Council should approve these transactions and approve
all future transaclions prior to payments being made.

Response - We will approve these transactions and make sure future payments are
only made after approval by the City Council.

Conclusion - Response accepted.

46


http://www.pdfcomplete.com/1002/2001/upgrade.htm

4
=
C

PDF
omplete

Click Here & Upgrade
Expanded Features
Unlimited Pages

CITY OF CHEROKEE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued
YEAR ENDED JUNE 30, 2004

Part IV: Other Findings Related to Statutory Reporting - Continued

IV-H-04 Deposits and Invesiments - No instances of non-compliance with the deposit and

IV-1-04

V-J-04

investment provisions of Chapter 12B and 12C of the Code of lowa and the City's
investment policy were noted.

Revenue Nofes - The City has not complied with various water and sewer revenue

note resolutions. While the City has established the respective water and sewer bond
and inferest sinking funds required by bond resoclutions, balances maintained in these
funds as of June 30, 2004 were deficieni by approximately $24,000 and $164,000,
respectively, due to insufficient iransfers to the funds. Similarly, the balance
maintained in the sewer reserve fund was deficient at June 30, 2004 by approximately
$102,000 due to insufficient transfers to the fund of approximately $17,000 and
payments of approximately $85,000 from the fund for a conslruction project. In
addition, the City has not maintained user rates for the water and sewer utilities at a
level sufficient to produce net revenues to the exient required by the respective bond
resolutions.

Recommendation - The City should make transfers to the water and sewer bond and
interest sinking funds and the sewer reserve fund necessary to bring the balances into
compliance with bond resolution requirements. A transfer should also be made to
replace the sewer reserve funds which were not used for interest or principal payments
allowed by the bond resolution. The City should also determine whether existing water
and sewer user rates will be sufficient to produce the required net revenues or whether
user rates should be increased.

Response - We will make the necessary transfers to the respective bond and interest
sinking funds and the sewer reserve fund to bring them into compliance. We will also
examine existing water and sewer user rates to determine the level required to comply
with bond resolution net revenue requirements.

Conclusion - Response accepted.

Interest on Bond Reserve Fund Balances - We noted interest on cash balances held in
the spectal water and sewer bond reserve funds contained in the Water and Sewer
Enterprise Funds is not being credited to the special bond reserve funds and,
therefore, is not being used to make payments on indebtedness as required by
Chapter 12C.9 of the Code of lowa.

Recommendation - Interest from cash balances held in the special bond reserve funds
should be credited to the respective fund.

Response - We will credit interest on bond reserve balances to the respective bond
reserve funds.

Conclusion - Response accepted.
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CITY OF CHEROKEE
SCHEDULE CF FINDINGS AND QUESTIONED COSTS - Continued
YEAR ENDED JUNE 30, 2004

Part IV: _Other Findings Related to Statutory Reporting - Continued

IV-K-04 Financial Condition - The following funds had a deficit balance at June 30, 2004:

Iv-1-04

Special Revenue - Employee Benefits
Proprietary - Solid Waste

Recommendation - The City should investigate alternatives to eliminate these deficits
in order to return these accounts to a sound financial pesifion.

Response -
Special Revenue - Employee Benefifs Increase tax asking and/or reduce
spending
Proprietary - Solid Waste Reduce spending

Conclusion - Response accepted.

Constitutional Debt Limit - The total outstanding general obligation bonds of the City at
June 30, 2004 is greater than the City's constitutional debt limit established by the
State of lowa. The total cutstanding obligations of the City include bonds issued fo
refund previous honds at a lower interest rate. As of June 30, 2004, these bonds had
been issued; bui the proceeds had not vet been used to refund the previous bonds.
The proceeds of $1,652,841 from the bond issue are being held in an escrow account
until the respective redemption dates of the previous bonds.

Recommendation - The City should obtain a written determination from its legal
counsel of whether the funds held in escrow can be deducted from total outstanding
general obligation bonds of the City for purposes of calculating whether the City has
exceeded the constitutional debt limitations.

Response - We have been advised by legal counsel that funds held in escrow for
refunding debt reduce the total debt cutstanding for purposes of comparison with
constitutional limits. We will ask for this determination to be placed in wiiting.

Conclusion - Response accepted.

48


http://www.pdfcomplete.com/1002/2001/upgrade.htm

