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INDEPENDENT AUDITORS' REPORT

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

Manson, 1A 50563

We have audited the accompanying financial statements of the governmental activities,
business type activiiies, each major fund, and the aggregate remaining fund information of the
City of Manson, 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 Manson's management. Our
responsibility is lo express opinions on these 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 standards 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 supporting the amounts and disclosures in the financial
staternents. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating lhe overall financial statement
preseniation. 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
Manson, which cansists 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 compenent units, which accounting principles generally
accepted in the United Slates of America require to be reported with the 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 - cash basis of the reporting entity of
the City of Manson as of June 30, 2004, and the changes in its financial position - cash basis for
the year then ended in conformity with the basis of accounling described in Note 1.

Member Privale Companies Practice Section,
American Inslitute of Gertified Public Accourants
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In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund and the aggregate remaining fund information for the primary government of the City
of Mansen 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.

As described in Note 11, during the year ended June 30, 2004, the City of Manson adopted
Governmental Accounting Standards Board Statement Number 34, Basic Financial Statements
- and Management's Discussion and Analysis - for State and Local Governments; Statement
Number 37, Basic Financial Statements and Management's Discussion and Analysis - for State
and Local Governments: Omnibus; Statement Number 38, Cerfain Financial Statemenis Nofe
Disclosure; and Statement Number 41, Budgetary Comparison Schedule - Perspective
Differences.

In accerdance with Government Auditing Standard's, we have also issued & report dated
January 24, 2005 on our consideration of The City of Manson's internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts,
and grants. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this repert in considering the results
of our audit.

Budgetary comparison infarmation on pages 15 through 17 is not a required part of the basic
financial statements, but is supplementary information required by the Governmental
Accounting Standards Board. We applied limited procedures, consisting principally of inquirias
of management regarding the methods of measurement and presentation of the supplementary
informalion. We did not audit the information and express no opinion on it.

The City has not presented management'’s discussion and analysis which introduces the basic
financial statements by presenting certain financial information as well as management's
analytical insight on that information lhat the Government Accounting Standards Board has
determined is necessary to supplement, although not required to be a part of, the basic financial
statements.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements of the City's primary govemment. We
previously audited, in accordance with the standards referred o in the second paragraph of this
report, the financial statements of the City's primary government for lhe three years ended

June 30, 2003 {none of which are presented herein) and expressed unqualified opinions on
those financial statements. Other supplementary information included in Schedules 1 through 4
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 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)oo Q727

January 24, 2005
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CITY OF MANSON
STATEMENT OF ACTIVITIES AND NET ASSETS - CASH BASIS
A3 OF AND FOR THE YEAR ENDED JUNE 30, 2004

Program Receipts

Operating Capital
Charges for Grants and Grants and
Disbursernents Service Contributions  Contribulions
FUNCTIONS/PROGRAMS:
Governmental activities:
Public safety ......ccccoeceomeieeiinniennes $ 209,850 $ 50,770 $ 23,684
Public works ........ccocccnn... 104,765 104,996 175,733
Health and social services . 5,900
Culture and recreation ................... 1,073,006 31,727 1,681
Community and ecancmic
development ..., 114,078 9,525 112,179
General government .................... 184,539
Debl service ...coccoociieecicerieeceieeeeees 122 303
Total governmental activities 1,904 441 197,018 313177
Business-lype activities:
Water ..o 182,320 202,777
SBWET i s 145,292 40,068
Total business-type aclivilies 327,612 242 B45
TOTAL $2,232,053 $439.863 3313177 I

General Receipts:
Properly taxes levied for;
General purposes .....cceceeeeenee.
Debt SBIrVICE .occvieeeeeeeee e
Granls and contributions not
reslricted to specific purpose _......
Unrestricted investment earnings .
Bond proceeds ...o..ocovecvieiieeeee
Miscellaneous .......cccccceecicecenens
Total general receipts

Change in cash basis net assets ._.......

Cash basis nel assels -
beginning of year .......ccccceoveei,

Cash basis net assets - end of year

Cash basis net assets
Restricted:
SIeets e,
Other purposes
Unrestricted .......

Tolal cash basis net assets

See Notes to Financial Statements
4
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Exhibit A

Net {Disbursement) Receipts and Changes in
Cash Basis Net Assets

Governmental Business-Type

Aclivities Activities Total
$ (135,496} $ (135,496)
85,864 85,964
{5,900) {5.900)
(1,039,598) (1,039,598)
7.626 7,626
(184,539) (184,539)
{122,303) {122,303}
(1,394,246) {1,394,246)

$ 20,457
(105.224)

(84,767) {(84,767)
{1,394,248) (84,767} {1,479,013)
417,342 417,342
107,710 107,710
33,466 33,466
6,184 676 6,860
901,293 901,293
6.986 6,986
1,472,981 676 1.473,657
78,735 {84,091) (5,356)
794,280 301,180 1,095,460
§ 873,015 $217,089 $1,000,104
$ 326,052 $ 326,052
50,593 50,593
486,370 $217.089 713,459
& 873,015 $217.089 $1,090,104

See Notes to Financial Statements
5
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CITY OF MANSON

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND

CHANGES IN CASH BALANCES
GOVERNMENTAL FUNDS

AS OF AND FOR THE YEAR ENDED JUNE 30, 2004

RECEIPTS:
Property 13X ... e e n e ae e eane
Licenses and Permils .......cciciiieeieeeiecee e e e e e e e eeen e e e
Use of money and proparly ...
Intergovernmental
Charges for service ..
MiISCEIIANEOUS .....cvie ettt
TOTAL RECEIPTS

DISBURSEMENTS:

Operating:
PUDNC SAfQLY ..o
PUBIC WOTKS ..ot e e e e s eeecmr e
Health and soccial services
Cullure and recrealion ....ccceecoeeveeeemeee
Community and economic development .
General government ...

DD BBIVICE Lottt ettt emea

TOTAL DISBURSEMENTS

EXCESS (DEFICIENCY) OF RECEIPTS
OVER (UNDER) DHSBURSEMENTS

OTHER FINANCING SOURCES (USES):
Bond proceeds ... e e e
Operaling transfers in ......
Operating transfers out ... et
TOTAL OTHER FINANCING SOURCES {USES)

EXCESS (DEFICIENCY) OF RECEIPTS AND OTHER
FINANCING SOURCES OVER (UNDER)
DISBURSEMENTS AND OTHER FINANCING USES......ccoeoceieeiceiene

CASH BALANCE - BEGINNING OF YEAR ... v
CASH BALANCE - END OF YEAR

CASH BASIS FUND BALANCES:
Reserved:
DEbE BBIVICE ..ot epee e
Unreserved:
General fUND ..o e
Special revenue funds ... e
Capital projects fund ... e

TOTAL CASH BASIS FUND BALANCES

See Notes to Financial Statements
6

Special

Revenue

General Road Use
$310,448
3,469
8,734

46,661 $157,663
178,210
49915

606,437 _157.663
209,850

' 90,858 103,907
5,900
1,073,006
1,900
86,618

1,468,132 103.807

(861,695) 53,756
901,283
1
901,294

38,599 53,756

456,771 272,296

8 436,370 $326,052
$ 496,370

$326,052

$_496.370 $326,062
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Exhibit B
Other Total
Nonmajor Governmental Funds
Governmental {Memorandum

Funds Only)
$205,604 $ 525,052
3,469
8,734
112,179 316,503
178,210
48,915
317,783 1.081,883
209,850
194,765
5,900
1,073,008
112,178 114,078
97,921 184,539
122,303 122,303
332,402 1,904 441

{14,619} {822,558)

901,293
:
) {1)
(1) 901,263
(14,620) 78,735
65,213 794,280

$ 50,583 § 873015

$ 5954 $ 5,954
488,370

29,960 356,012
14,679 14,679

$ 50,583 & 873015

See Motes lo Financial Statemenls
7
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Exhibit C
CITY OF MANSON
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND
CHANGES IN CASH BALANCES
PROPRIETARY FUNDS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2004
Waler Sewer Total
OPERATING RECEIPTS:
Charges for Senvice ..........ccoieeimvsimnsimnn s $202,777 $ 40,068 $242,845
Use of money and property ......cccceecieecieenenecieesinnnene 676 676
TOTAL RECEIPTS 203,453 40,068 243 521
OPERATING DISBURSEMENTS:
Business type activities ........ooceevcevein i 182,320 124,033 306,353
TOTAL OPERATING DISBURSEMENTS 182,320 124,033 306,353
EXCESS (DEFICIENCY) OF OPERATING RECEIPTS
OVER {(UNDER) OPERATING DISBURSEMENTS 21,133 {83.965) (62,832}
NONOPERATING RECEIPTS (DISBURSEMENTS):
Debl SBIVICE ..o e {21,258) (21,259)
TOTAL NONOPERATING RECEIPTS
(DISBURSEMENTS) (21,259) {21.259)
EXCESS (DEFICIENCY} OF RECEIPTS OVER
(UNDER) DISBURSEMENTS 21,133 (105,224) (84,031)
CASH BALANCE - BEGINNING OF YEAR .......occooe... 161,723 149,457 301,180
CASH BALANCE - END OF YEAR $172,856  § 44233  $217,089

CASH BASIS FUND BALANCES:
UNresemved ..o ettt es e ee st eeen $172 856 $ 44233 $217.089

TOTAL CASH BASIS FUND BALANCES $172.866  $ 44233  $217.089

See Notes lo Financial Statements
8
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CITY OF MANSCN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Manson, lowa is a political subdivision of the State of lowa located in Calhoun
County. The City operates under the Mayor-Council form of government with the Mayor
and City Council Members elected 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 water and
sewer ufilities 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 alsc 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 Governmental
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 impese its will on that organizatien 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 Manson.
Therefore, the City has elected not o include any potential component units in these
financial statements.

Jaintly Governed Organizations

The City also participates in several jointly governed organizations that provide goods or
services to 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 and commissions: Calhoun County
Assessor's Conference Board, Calhoun County Emergency Management Commission,
Calhoun County Joint E911 Service Board, Calhoun County Economic Development,
Calhoun County Ambulance Authority, North Central lowa Regional Solid Waste Agency,
and Calhoun County Landfill Authority.

B. Basis of Presentation

Government-Wide Financial Statements - The statement of activities and net assets
reports information on all of the nonfiduciary aclivities of the primary government of the
City. For the most part, the effect of interfund activity has been removed from this
statement. Governmental activities, which are supported by tax and intergovernmental
revenues, are reported separately from business-type activilies, which rely to a significant
extent on fees and charges for services.
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The statement of activities and net assets presents the City's nonfi dumary net assets. Net
assets are reported in two categories:

Restricted net assets results 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 maodified.

The statement of activities and net assets demonstrates the degree to which the direct
dishursements of a given function are offset by program receipts. Direct disbursements
are those 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 operaticnal or capital requirements of a particular
function. Property tax and ofher 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 and proprietary funds are
reported as separate columns in the fund financial statements. All remaining
governmental funds are aggregated and reported as other nonmajor governmental 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 frorn other funds.

Special Revenue;
The Road Use Fund is used to account for road construction and maintenance.

Additionally, 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 accounls for the operation and maintenance of the City's waste
water treatment and sanitary sewer system.

C. Measurement Focus and Basis of Accounting

The City of Manson 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 or
accrued items. Accordingly, the financial statements do not present financial position and
results of operations of the funds in accordance with U.S. generally accepted accounting
principles.

10
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Proprietary funds distinguish operating receipts and disbursements from nonoperating
ftems. 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 did not
exceed the amounts budgeted.

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 Code of
lowa. This chapter provides for additional assessments against the depositories 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 depaository institutions approved by the City Council; prime
eligible bankers acceptances; certain high raled 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.

BONDS AND NOTES PAYABLE

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

Year General Sewer

Ending Obligation Bonds Revenue Note Total
June 30 Principal Inleresl Principal Intergst Principal Interest
2005 $ 130,000 § 47508 5 13000 $ 8,190 $ 143,000 5 55,698
2006 145,000 42,985 13,000 7.800 158,000 50,785
2007 145,000 37,710 13,000 7,410 158,000 45,120
2008 115,000 32,145 14,000 7,020 129,000 39,165
2009 125,000 28,435 14,000 6,600 139,000 35,035
2010 - 2014 470,000 84,475 77,000 26,370 547,000 110,845
2015- 2019 190,000 11,020 89,000 14,160 279,000 25,180
2020 - 2021 40,000 1,800 40,000 1.800
Total $1,320.000 3284278 $273,000 $ 79.350 $1,503,000 363,628

L
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The resolutions providing for the issuance of the revenue note include the following
provisions.

{a) The note is subject tc optional redemption at a price of par plus accrued interest after
January 2012,

(b) The note will only be redeemed from the future earnings of the sewer enterprise
activity and the note holder holds a lien on the future earnings of the fund.

(¢) Sufficient monthly transfers shall be made to a separate sewer revenue note sinking
fund for the purpose of making the note principal and interest payments when due.

During the fiscal year ended June 30, 2004, the City also had the following unsecured
short-term nole activity with a local financial institution:

Total

Original date 1-13-03 7-29-03 1-30-04

Maturity date 7-13-03 2-01-04 8-01-04

Line of credit $100,000 $100,000 $100,000

Interest rate 6.0% 6.0% 6.0%

Balance - June 30, 2003 $ 8.301 $ 0 3 0 $ 8,301
Advances 35,140 14,656 49,796
Repayments (8,301) (35.140) (7.298) {50,739)
Balance - June 30, 2004 & 0 S 0 $ 7358 § 7,358

PENSION AND RETIREMENT BENEFITS

The City contributes to 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 Maines, 1A 50306-9117.

Plan members are required to contribute 3.70% of their annual salary and the City is
required to contribute 5.75% of annual covered payroll except for police employees, in
which case the percentages are 5.93% and 8.90%, 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%, respeclively. Contribution
requirements are established by state statute. The City’s contribution to IPERS for the
years ended June 30, 2004, 2003, and 2002 were $18,167, $15,472, and $19,325,
respeclively, equal to the required contributions for each year.

12
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COMPENSATED ABSENGES

City employees accumulate a limited amount of earned but unused vacation time for
subsequent use or for payment upon termination, retirement, or death. These
accumulations are not recognized as disbursements by the City until used or paid. The
City's approximate liability for earned vacation time termination payments payable to
employees at June 30, 2004, primarily relating to the General Fund is approximately
$8,091. The liability for compensated absences has been computed based on rates of
pay as of June 30, 2004.

INTERFUND TRANSFERS

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

Transfer to Transfer from Amount
General Special Revenue: Good Samaritan Center $ 1
Total 8 1

CLOSURE AND POSTCLOSURE CARE COSTS

During the fiscal year ended June 30, 2004, the City incurred approximately $100 due
Calhoun County Landfill Authority for its per capita assessment for costs associated with
the landfill which was closed in 1992. To comply wilh State regulations, the Landfill
authority will be incurring future expenses for the monitoring and care of the closed landfill.
Member political subdivisions are assessed per capita fees on an annual basis depending
on estimated costs to be incurred.

The City is alsc a member of an operating landfill organization and is annually assessed
per capita fees based on the estimated costs of operating the landfill. The City will record
any closure and post closure care costs when disbursements are made for such expenses
subsequent to the closure of the landfill. There are currently no plans to close the landfll.

RISK MANAGEMENT

The Cily is exposed to various risks of loss related to torts; theft, damage to and
destruction of assels; errors and omissions; injuries to employees; and natural disasters.
These risks are covered by the purchase of commercial insurance. The City assumes
liability for any deductibles and claims in excess of coverage limitations. Setiled claims
from these risks have not exceeded commercial insurance coverage in any of the past
three fiscal years.

CONSTRUCTION COMMITMENTS
The City has agreed to pay a portion of the cost of a joint street construction project with

the State of lowa. Although the project was completed at June 30, 2000, the City has not
been billed by the state for its estimated $60,000 share of the project costs.

13
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1.

The City has entered into construction contracts totaling approximately $2,362,000 for
housing rehabilitation projects and wastewater treatment facility improvements. As of
June 30, 2004, costs of approximately $879,000 had been incurred. The remaining
balances of approximately $1,483,000 will be paid as work on the projects progresses. In
conneclion with the project, the City entered into real estate contracts for sewer lagoon
property totaling approximately $124,000. As of June 30, 2004, $15,000 had been paid on
the contracts, with the balance of approximately $109,000 paid by September 30, 2004.

The City has also agreed to pay a portion of the cost of a joint street canstruction project
with Calhoun County. The total balance due of $60,453 was paid in July 2004.

SUBSEQUENT EVENTS

In August 2004, the City obtained a $100,000 unsecured line of credit with a financial
institution for interim financing of housing rehabilitation projects. In September 2004, the
City obtained a $400,000 unsecured line of credit for interim financing for the wastewater
treatment facility project. As of January 24, 2005, no balance was outstanding on either
line of credit.

In September 2004, the City issued $1,504,000 of sewer revenue capital loan notes for the
wastewater treatment facility project. The City also raised sewer rental charges in
conjunction with the issuance of these notes.

ACCOUNTING CHANGES

Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial
Statements - and Management's Discussion and Analysis - for State and Local
Governments; Statement No. 37, Basic Financial Statements - and Managemeni’s
Discussion and Analysis - for State and Local Governments: Omnibus; Statement No. 38,
Certain Financial Statements Note Disclosures, and Statement No. 41, Budgetary
Comparison Schedule - Perspeciive Differences were implemented during fiscal year
ended June 30, 2004. The statements create new basic financial statements for reporting
the City's financial activities. The financial statements now include a government-wide
financial statement and fund financial statements which present information for individual
major funds rather than by fund type. Nonmajer funds are presented in total in one
column.
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CITY OF MANSON

BUDGETARY COMPARISON SCHEDULE OF

RECEIPTS, DISBURSEMENTS, AND CHANGES IN BALANCES -

BUDGET AND ACTUAL (CASH BASIS) - ALL GOVERNMENTAL FUNDS

AND PROPRIETARY FUNDS

REQUIRED SUPPLEMENTARY INFORMATION

YEAR ENDED JUNE 30, 2004

Governmental Proprietary
Fund Types Fund Type
Actual Actual Total
RECEIPTS:
Property and other city taxes ...............cocoieeneaes $ 5250352 $ 525,052
Licenses and permils ............ 3,469 3,469
Use of money and property . 8,734 5 676 9,410
Inlergovernmenial .............. 316,503 316,503
Charges for service .. 178,210 242 845 421,055
MISCEHANEOUS ..ovivvvieriens v s 49,915 49,915
TOTAL RECEIPTS 1.081.883 243 521 1,325.404
DISBURSEMENTS:
Public safely .......ccooviv e s 209,850 209,850
Public works ........ccccveemen. 194,765 194,765
Health and social services ... 5,900 5,900
Culture and recreation .........cccooeeeiiene 1,073,006 1,073,008
Community and economic development 114,078 114,078
General government .......ccoeceviiniienens 184,539 184,539
Debt service ................. 122,303 122,303
Business-type activities ........cccociem s ienninns 327,612 327,612
TOTAL DISBURSEMENTS 1,904,441 327812 2,232.053
EXCESS (DEFICIENCY) OF RECEIPTS OVER
(UNDER} DISBURSEMENTS (822,558) (84,091) {906,649)
OTHER FINANCING SOURCES - NET ....ccooeeveenes 901,293 901,283
EXCESS (DEFICIENCY) OF RECEIPTS AND
OTHER FINANCING SCURCES OVER (UNDER)
DISBURSEMENTS AND OTHER FINANCING USES 78,735 (84,091) (5,356)
BALANCES - BEGINNING OF YEAR .....cccooeeeciiine 794,280 301,180 1,095,460
BALANCES - END OF YEAR $ 873,015 $217,089 $1,090,104

See Accompanying Independent Auditors' Report
15
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Final to Actual
Variance
Budgeted Amounts Positive
Criginal Final (Negative}
$ 529,064 § 529,064 $ (4012)
3,600 3,600 {131)
25,472 25,472 {16,062)
219,309 451,311 (134,808)
377,716 377,984 43,071
5,600 43,181 6,734
1,160,661 1,430,612 {105,208)
206,048 226,704 16,854
263,975 263,975 69,210
6,435 6,435 535
127,027 1,277,322 204,316
5,900 170,900 56,822
203,766 206,266 21,727
107,610 122,303
239,900  _ 469,900 142 288
1,160,661 2,743 805 511,752
(1,313,193) 406,544
901,293
{411,900) 406,544

819,956 1,093,552 1.908

£ 819056 § 681,652  § .408452

See Accompanying Independent Auditors' Repart
16
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CITY OF MANSON
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION - BUDGETARY REPORTING
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 fiduciary 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 disbursements known as
functions, not by fund or fund type. These ten funclions are: public safety, public works, health
and social services, culture and recreation, community and economic development, general
government, debt service, capital projects, business-type acfivities and nan-proegram. 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 $1,583,144. The budget amendment is reflected in the final
budgeted amounts.

During the year ended June 30, 2004, disbursements did not exceed the amounts budgeted.

See Accompanying Independent Audilors' Report
17
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CITY OF MANSON

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND CHANGES IN

CASH BALANCES - NONMAJOR GOVERNMENTAL FUNDS
AS OF AND FOR YEAR ENDED JUNE 30, 2004

Debt
Special Revenue Service
Good
Employee  Samaritan  Housing Debt
Benefits Center Rehabilitation Service
RECEIPTS:
Property tax § 97,804 $107.710
Intergovernmental $112.179
TOTAL RECEIPTS 97.894 112,179 107,710
DISBURSEMENTS:
Operating:
Community and economic development _........ 112,178
General Government 97,921
Debt S8MVICE ..o 122,303
TOTAL DISBURSEMENTS 97,921 112,178 122,303
EXCESS (DEFICIENCY) OF RECEIPTS CVER
{UNDER) DISBURSEMENTS (27} 1 {14,593}
OTHER FINANCING SOURGES (USES):
Operating transfers out .........coocovieeiciiencnnene. 3 (1)
TOTAL OTHER FINANCING
SOURCES (USES} (1
EXCESS (DEFICIENCY) OF RECEIPTS CVER
{UNDER) DISBURSEMENTS AND OTHER
FINANCING USES (27) {1) 1 {14,593)
BALANCES - BEGINNING OF YEAR ................. 29.976 1 10 20,647
BALANCES - END OF YEAR 529949 § ] 11 $ 59854
CASH BASIS FUND BALANCES:
Reserved:
Debt SEMVICE ... $ 5,954
Unreserved:
Special revenue funds ... $ 20,849 5 i1
Capital projects fund ......ccocceivvieries v
TOTAL CASH BASIS FUND BALANCES $.29,949 3 & 11 § 5954

See Accompanying Independent Auditors' Report
18
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Schedule 1

Capital Projects Total
Nonmajar

Street Governmental
Improvement Funds

$205,604
112,179
317,783

112,178

97,921
122,303
332.402

(14,619)

(1)

(1)

(14,620)

3 14679 65,213

£ 14679 ¢ 50,503

$ 5,954

29,960
$ 14,679 14,679

$ 14679 3550503

See Accompanying Independent Auditors' Report
19


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

Click Here & Upgrade
Expanded Features

Unlimited Pages

> PDF

Complete

Hoday siojipny Emucm,m_m_uc_ Bujfuedwonoy sag

........................... rameg
1S8J0N anuanay

.............. lajuad onenby

P Tt
Juawasoidwl 19ang

st gDy IOG
juswsaoidi 981G

31920 uonedilqo (EssUsD

S EIOSPE OO0CRG 1S (000Z6)5 DOOO00BS 000 06L%
0 0558 000€i2 (o0oer) 000582 000'60E %00E  Z00Z ‘v uer
0 Ren ] 000'006 000'005% 000'006 %O06'E-06°L £00Z '} 920
0 509'2L 000'5/2 (000'0F) 000'SLE  000'0PE  %GZF-0Z¢ 100Z '} "AON
0 S0v'65 000'syLs  (000'sP)S 000'061% 000'0.2% %G6't 6661 ‘L JAGOI00
piedun pred JEE)YN JesA =N IESA 10 pPanss] SOIEY BNSE| JO 918
pueang  JsaJtay] Jjo pug Buung Buung Buwufsg  Ajeubuo ¥58la)U|
1sarau| aaueeg pawaspay  panss| asue|ed unowy
#00Z ‘0€ ANNT AIANT Hv3IA
SSIANAILEIANI 40 INFWALYLS

NOSNYW 40 ALID

g |Inpayas

UONEDI0


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

4
= PDF
Complete

Click Here & Upgrade
Expanded Features
Unlimited Pages

Year Ending
June 30

2005
2006
2007
2008
2009
2010

Year Ending
June 30

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

CITY OF MANSON

JUNE 30, 2004

General Obligation
Bond Issued
Cctober 1, 1999

Interest
Rates

4.95%
4.95
4.95

General Obligation
Bond Issued

December 1, 2003

1.90%
2.00
240
2.60
3.00
3.25
3.35
3.50
3.60
3.70
3.80
3.90

See Accompanying Independent Audilors' Report
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BOND AND NOTE MATURITIES

Schedule 3

General Obligation

Bond Issued
November 1, 2001
Interest

Amount Rates Amount

$ 45,000 3.60% $ 40,000

50,000 4.00 45,000

50,000 4.20 45,000

4,20 45,000

4.20 50,000

4.25 __50,000

$145.000 $275,000

Sewer Revenue
Note Issued
General January 24, 2002
Obligation Interest

Total Rate Amount
$ 45,000 $ 130,000 3.00% $ 13,000
50,000 145,000 3.00 13,000
50,000 145,000 3.00 13,000
70,000 115,000 3.00 14,000
75,000 125,000 3.00 14,000
80,000 130,000 3.00 15,000
80,000 80,000 3.00 15,000
85,000 85,000 3.00 15,000
85,000 85,000 3.00 16,000
90,000 90,000 3.00 16,000
95,000 95,000 3.00 17,000
95,000 95,000 3.00 17,000
3.00 18,000
3.00 18,000
3.00 19,000
3.00 20,000
3.00 20,000
$900,000 $1,520,000 $273,000
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CITY OF MANSON

Schedule 4

SCHEDULE OF RECEIPTS BY SOURCE AND DISBURSEMENTS BY FUNCTION

RECEIPTS:

Property and other city tax
Licenses and permits ..........
Use of money and property

Intergovernmental
Charges for service ..

Miscellaneous ..................

TOTAL REVENUES

DISBURSEMENTS:

Public safety ....................
Public works .......ccccccoee...
Health and social services
Culture and recreation .,...
Community and economic developmenl .

General government

Debt service .........cceoeeeo.

TOTAL EXPENDITURES

* Informaticn not available

ALL GOVERNMENTAL FUND TYPES
FOR THE LAST FOUR YEARS

2004 2003
...................... $ 525052 § 575971
3,469 3,534
..................... 8,734 8,420
........................ 316,503 357,012
178,210 161,308
........................ 49915 24 697
$1.081883  $£1.130942
........................ $ 200,850 $ 244,367
194,765 212,017
5,900 4,000
........................ 1,073,006 127,900
114,078 292,958
184,539 183,661
........... 122,303 182,650
........................ 54,122
$1.904.441  $1.301.675

See Accompanying Independent Auditors' Report
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2002

$ 608,041
3,544
17,637
295,506
159,325

— 26,665

$1,110.808

2001

$ 554,914
3.542
47,713
209,208
160,731
16,033

§ 002921
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Spencer, [owa 513010175 Milfard, Towa 51351
Phone 712-262-3117 Phone 712-338-2488
FAX 712-262-3159 FAX 712-338-2510

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

To the Honorable Mayor and
Members of the City Council
City of Manson, lowa

We have audited the financial statements of the City of Manson, lowa, as of and for the year
ended June 30, 2004, and have issued our report thereon dated January 24, 2005. Our report
expressed an unqualified opinion on the financial statements which were prepared in conformity
with another 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 Auditing Standards, issued by the
Comptroller General of the United States.

Compliance

As part of oblaining reasonable assurance about whether the City's financial statements are
free of material misstatement, we performed tests 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 our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required lo be reported under Government Auditing Standards.
However, we noted a certain immaterial instance of non-compliance that is described in Part |1
of the accompanying Schedule of Findings.

Comments involving statutory and other legal matters about the City's operations for the year
ended June 30, 2004 are based exclusively an 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 on the comments were necessarily
audited. The comments involving statutory and other legal matters are not intended to
constitute legal interpretations of those statutes. Prior year statutory comments have been
resolved except for item 11-J-04.

23
Member Privale Companies Praclice Seclion,
American Institute of Cerlilied Public Accountants
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Internal Control Over Financial Reporting

In planning and performing cur audit, we considered the City's internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control over
financial reporting. However, we noted a certain matter involving the internal control over
financial reporting and its operation that we consider o be a reporfable condition. Reportable
conditions involve matters coming to our attention relating to significant deficiencies in the
design or operation of the internal control over financial reporting that, in our judgment, could
adversely affect the City's ability to record, process, summarize and report financial data
consistent with assertions of management in the financial statements. The reportable condition
is described in Part | of the accompanying Schedule of Findings.

A material weakness is a cendition 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 misstatements
in amounts that would be material in relation to the financial staternents 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 contral over financial
reporting would not necessarily disclose all matters in the internal control that might be
repertable conditions and, accordingly, would not necessarily disclose all reportable conditions
that are also considered to be malterial weaknesses. However, we believe item |-A-04 is a
material weakness. The prior year reportable condition was not resolved.

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

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

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

(ol Joctl 7P

January 24, 2005

24
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CITY OF MANSON
SCHEDULE OF FINDINGS
FOR THE YEAR ENDED JUNE 30, 2004

Part I:_Findings Related fo the Financial Statements

Instances of Noncompliance:

No matters were noted

Reportable Conditions:

[-A-04  Segregation of Dulies - One important aspect of internal control over financial reporting
is the segregation of duties among employees to prevent an individual employee from
handling duties which are incompatible. We noted employees were performing
incompatible functions.

Recommendation - We realize that it is difficult to appropriately segregate duties when
the number of employees is limited. Therefore, we recommend the Council maintain
fheir diligence in the review of the financial records.

Response - We will continue our review.,

Conclusion - Response accepled.

25
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CITY OF MANSON
SCHEDULE OF FINDINGS - Continued
FOR THE YEAR ENDED JUNE 30, 2004

Part 1l: Other Findings Related to Reguired Statutory Reporting

11-A-04

1I-B-04

lI-C-04

[1-D-04

II-E-04

li-F-04

1-G-04

II-H-04

[I-I-04

1I-J-04

Official Depositories - A resolution naming official depositories has been approved by
the City. The maximum deposit amounts stated in the resolution were not exceeded
during the year ended June 30, 2004.

Certified Budget - Disbursements during the year ended June 30, 2004 did not exceed
the amount budgeted.

Questionable Disbursements - We noted no expenditures for parties, banquets, or
other entertainment for employees that we believe may not meet the requirements of
public purpose as defined in an Attorney General’s opinion dated April 25, 1979.

Travel Expense - No expenditures of City money for lravel expenses of spouses of
City officials or employees were noted.

Business Transactions - We noted no business transactions between the City and City
officials or employees.

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 ensure that the coverage is adequale for current operations.

Council Minutes - No transactions were found that we believe should have been
approved in the Council minutes but were not.

Revenug Notes - The City has complied with applicable sewer revenue note
requirements.

Deposits and Investments - We noted no instances of noncompliance with the deposit
and investment provisions of Chapter 12B and 12C of the Code of lowa and the City's
investment policy.

Code of Ordinances - We noted the City has not compiled a cede of ordinances in the
past five years as required by Chapter 380.8(2) of the Code of lowa.

Recommendation - We recommend the Cily compile a code of ordinances in
accardance with Chapter 380.8(2) of the Code of lowa.

Response - We will consider compiling a code of ordinances when our budget allows.

Conclusion - Response acknowledged.
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