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INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and Members
of the City Council

We have audited the accompanying financial statements of the governmental activities, the business type activities, each
major fund and the aggregate remaining fund information of the City of Bloomfield, lowa, as of and_for the year ended
June 30, 2005, which collectively comprise the City's basic financial statements listed in the tek!e of wantznts. These financial
statements are the responsibility of the City of Bloomfield, lowa’s management. Our respolisikility is to express opinions on
these financial statements based on our audit.

We conducted our audit in accordance with U S. generally accepted auditing/stanaards and the standards applicable to
financial audits contained in Government Audifing Standards, issued by the Conptriller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonabley2ssurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a tust basis, evidence supporting 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 pueralifinancial statement presentation. We believe our audit
provides a reasonable basis for cur opinions,

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

In our opinion, the financial statement= rafe/red to above present fairly, in all material respects, the respective cash basis
financial position of the governmenr{araciivities, the business type activities, each major fund and the aggregate remaining
fund information of the City of Bl2oinfield, lowa as of June 30, 2005, and the respective changes in cash basis financial
position for the year then eridea= conformity with the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated November 23, 2005 on our
consideration of the City of Bloomfield, lowa's internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that reportis to
describe the scope of ourtesting of internal control over financial reporting and compliance and the resulis of that testing and
notto provide an opinion on internal control over financial reporting or compliance, That reportis an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing the resulis of our

audit.

Management's Discussion and Analysis and budgetary comparison information on pages 4 through 8 and 20 through 22 are
not required parts of the basic financial statements, but are supplementary information required by the Governmental
Accounting Standards Board. We applied fimited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information. We did not audit the

information and express no opinion cn it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City of
Bioomfield, lowa’s basic financial statements. The financial statements for the three years ended June 30, 2004 (which are
not presented herein) were audited by other auditors. The other auditors expressed unqualified opinions on those financial
statements  Other supplementary information included in Schedules 1 through 5, including the accompanying




Schedule of Expenditures of Federal Awards required by U S. Office of Management and Budget (OMB) Circular A-133,
Audits of States, L ocal Governments and Non-Profit Organizations, 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.

ANDERSON, LARKIN & CO.P.C.

Ottumwa, lowa
November 23, 2005



CITY OF BLOOMFIELD
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2005

The City of Bloomfield 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, 2005. We encourage readers to
consider this information in conjunction with the City’s financial statements, which follow.

2005 FINANCIAL HIGHLIGHTS

Revenues of the City’s governmental activities increased 23.4%, or $417,851 from fiscal
2004 to fiscal 2005 Property tax and intergovernmental revenues increased by $12,174 and
$381,623, respectively.

Disbursements increased 29 0% or $608,519, in fiscal 2005 from fiscal 2004. Debt service
disbursements decreased $258,414 while community and economic development
expenditures increased $839,466

The City’s total cash basis net assets decreased 1.2%, or $57,673, from Juwig, 30,°2504 to
June 30, 2005. Of this amount, the assets of the governmental activities decipased $97,468
and the assets of the business type activities increased by $39,795.

USING THIS ANNUAL REPORT
The annual report consists of a series of financial statements alad/other information as follows:

Management's Discussion and Analysis introduca: tne® basic financial statements and provides an
analytical overview of the City's financial activities.

The Government-wide Financial Statemeit censists of a Statement of Activities and Net Assets — Cash
Basis. This statement provides ipformation about the activities of the City as a whole and presents an
overall view of the City's financas:

The Fund Financial State¥feiit? tell how governmental services were financed in the short term as well as
what remains for<utr2 spending. Fund financial statements report the City's operations in more detail
than the governnient-wide statement by providing information about the most significant funds.

Notes to financial'statements provide additional information essential to a full understanding of the data
provided 1 tive basic financial statements.

Required Supplementary Information further explains and supports the financial statements with a
comparison of the City's budget for the year.

Other Supplementary Information provides detailed information about the nonmajor governmental funds.
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 accepted accounting principles. Therefore, when
reviewing the financial information and discussion 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 that 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 Net 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 activities.

« Business Type Activities include the water, sewer, electric and gas funds. 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. Tifest, fosus on how money flows into and
out of those funds, and the balances at year-end that are available for spendingl Ihe governmental funds include: 1)
the General Fund, 2) the Special Revenue Funds, such as Road Use ([ ax and Urban Renewal Tax Increment Fund, 3)
the Debt Service Fund, 4) the Capital Projects Fund and 5) the Permiaient Fund. The governmental fund financial
statements provide a detailed, short-term view of the City's geréral government operations and the basic services it
provides. Governmental fund information helps determing whuther there are more or fewer financial resources that
can be spent in the near future to finance the City’s programs

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

2) Proprietary funds account for t#€"City’s Enterprise Funds. Enterprise Funds are used to report business type
activities. The City maintains four Efteiprise Funds to provide separate information for the water, sewer, electric and
gas funds, considered to be maioy fungs of the City.

The required finaiicia! statements for proprietary funds include a statement of cash receipts, disbursements
and changes in cagh Balances.

GOVERNMENT-W.DE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of financial position. The City’s cash balance for
governmental activities decreased from a year ago, decreasing from $881,140 to $783,672. The analysis that follows
focuses on the changes in cash balances for governmental activities.



Changes in Cash Basis Net Assets of Governmental Activities

Year Ended June 30,

2005 2004
Receipts and transfers:
Program receipts:
Charges for service 5 266,904 $ 276,570
Operating grants, contributions and restricted
interest 290,821 357,072
Capital grants, contributions and restricted
interest 613,561 190,242
General receipts:
Property tax 772,951 816,300
Local option sales tax 202,659 98,262
Grants and contributions not restricted to
specific purpose 3,212 28,204
Other general receipts 50,232 58,298
Transfers, net 415,920 290.480
Total receipts and transfers 2,616,260 2,115,428
Disbursements:
Public safety 546,04% 545,478
Public works 785,280 737,083
Culture and recreation 202,042 268,797
Community and economic development 1,008/116 176,650
General government 204,241 117,787
Debt service - 258 414
Total disbursements 2,713,728 2,104,209
Increase (decrease) in cash basis net asseis (97,468) 11,219
Cash basis net assets beginning of yeas 881,140 868,921
Cash basis net assets end of year, $§ __783672 $ _881.140

The City’s total receipts and transfevs\for governmental activities increased by 23.7% or $500,832. The total cost
(disbursements) of all programs «ind_s2rvices increased by $609,519, or 29.0%. The significant increase in receipts
was primarily the result of proéecrls received from grants issued to the City.

The cost of all govarmniiehtaiactivities this year was approximately $2.7 million compared to approximately $2.1 miflion
last year.



Changes in Cash Basis Net Assets of Business Type Activities

Year Ended June 30,

2005 2004
Receipts:
Program receipts:
Water $ 583,125 $ 559,846
Sewer 299,405 301,961
Electric 1,981,603 1,949,236
Gas 1,358,723 1,301,616
Capital grants, contributions and restricted interest 136,882 313,660
General receipts and debt service:
Unrestricted investment investments 108,474 105,354
Other general receipts 48,053 227 287
Total receipts 4,517,265 4,758,960
Disbursements and transfers:
Water 689,254 541,068
Sewer 377,992 890,998
Electric 1,558,479 1,501,001
Gas 1,435,825 4,326,585
Transfers 415,920 290,480
Total disbursements and transfers 4,477,470 4,550,132
Increase in cash basis net assets o3//95 208,828
Cash basis net assets beginning of year 4,091,628 3,882,800
Cash basis net assets end of year $ 4131423 $ 4091628

Total business type activities receipts for the fiszal yediwere approximately $4.5 million compared to approximately
$4.8 million last year. This significant decrease wes due primarily o the receipt of approximately $596,000 in a sewer
CDBG grants during the year ended June 30, 2004

INDIVIDUAL MAJOR GOVERNMENT/AL "UND ANALYSIS

As the City of Bloomfield compieted i year, its governmental funds reported a combined fund balance of $783,672, a
decrease of $97,468 below-ia. viear's total of $881,140. The following are the major reasons for the changes in fund
balances of the major fumas from the prior year.

s  The General I*an& cash balance increased $197,346 from the prior year to $447,295.
. In total the nonmajor governmental funds cash balance decreased $292,419

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

e« The Water Fund cash balance decreased by $88,18¢ to $857,561, due to an increase in the number of water
main breaks.

e The Sewer Fund cash balance increased by $77,758 to $167,649, due to completion of previous projects.
BUDGETARY HIGHLIGHTS

Over the course of the year, the City amended its budget one time. The amendment was approved on May 19, 2005
and resulted in an increase in operating disbursements related to $13,200 in Public Safety and $1,000,650 in
disbursements to Capital Projects. The City had sufficient cash reserves to fund these additional costs.



DEBT ADMINISTRATION

At June 30, 2005, the City had $882,692 in bonds and other long-term debt, compared to $984,785 last year, as
shown helow.

Qutstanding Debt at Year End

Year ended June 30,

2005 2004
Capital ieases $ 7,692 $ 14,785
Revenue notes 875,000 980,000

$ 8826902 $ 994,785

The Constitution of the State of lowa limits the amount of general obligation debt cities can issue fo 5% of the
assessed value of all taxable property within the City's corporate limits. The City’s outstanding general obligation debt
of $882,692 is significantly below its constitutional debt limit of approximately $2.5 million.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The City of Bloomfield's elected and appointed officials and citizens considered many tazwors'when setting the fiscal
year 2006 budget, tax rates, and fees that will be charged for various City activities.

Inflation in the State continues to be somewhat lower than the national Colisumei~rice Index increase. The State’s
CPI increase was 3 1 percent for fiscal year 2005 compared with thewationai-vate of 3 4 percent. Inflation has been
modest here due in part fo the slowing of the residential housing mais: -and modest increases in energy prices in

2004-2005.

These indicators were taken into account when adoptingdne buaget for fiscal year 2006. The City has a major street
project planned. The City plans to self-fund the estimated $1,993,000 project using funds from the Electric Ulility
Fund. The pay back to the Utility will be made framn Losal Option Sales Tax, Tax Increment Financing and Road Use

Taxes.
CONTACTING THE CITY’S FINANCIAL NANAGEMENT
This financial report is designedjo'provide our citizens, taxpayers, customers, and creditors with a general overview of

the City’s finances and to/ngasine City's accountability for the money it receives. If you have questions about this
report or need additiondi Vinencial information, contact Carol Taylor, City Clerk, 111 West Franklin, Bloornfield, lowa




BASIC FINANCIAL STATEMENTS




CITY OF BLOOMFIELD, IOWA

STATEMENT QF ACTIVITIES AND NET ASSETS - CASH BASIS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2005

Program Receipts
Operating Grants,

Capital Grants,

Contributions Contributions
Functions/Programs Charges and Restricted and Restricted
Disbursements for Service Interest Interest
Governmental activities:
Public safety $ 546,049 § 41,074 § - § -
Public works 785,280 162,074 216,262 -
Culture and recreation 262,042 63,306 17,185 -
Community and economic development 1,016,116 450 42,713 613,561
General government 104,241 - 14,661 -
Total governmental activities 2,713,728 266,904 290,821 613,561
Business type activities:
Water 689,254 583,125 - -
Sewer 377,992 299,405 - 136,882
Electric 1,558,479 1,981,602 - -
Gas 1,435,825 1,359,723 - -
Total business type activities 4 061,550 023,848 - 136,882
Total $ 6,775,278 /% 4,490,760 B 290,821 § 750,443

General receipts:
Property tax levied for:
General purposes
Tax increment financing
Local option sales fax
Grants and contributions not restricted
to specific purpose
Unrestricted interest on investments
Miscellaneous
Transfers

Total general receip s7and transfers
Change in cash basis net assets

Cash basis net assets beginning of year
Cash basis net assets end of year

Cash Basis Net Assels
Restricted:
Debt service
Other purposes
Unrestricted

Total cash basis net assets

See Notes to Financial Statements




$

Net (Disbursements) Receipts and
Changes in Cash Basis Net Assets

Governmental Business Type
Activities Activities Total

(504,975) - % (504,975)
(406,944) - (406,944)
(181,551) - (181,551)
{359,392) - (359,392)
(89,580) - (89,580}
(1,542,442) - (1,542 442)
- (106,129) {1086,129)

- 58,295 58,295

- 423,124 423,124
- (76,102) (76,102)

- 2089 188 299,188
(1,542,442) 299,188 {1,243,254)
700,028 - 700,028
72,923 - 72,923
202,659 - 207,659
3,212 - 3.212

- 108,474 108,474

50,232 481043 98,285
415,920 1415920 -
1,444,974 (259,393) 1,185,581
(97,468) 39,795 (67,673)
881,140 4,091,628 4,972,768
783,672 4,131,423 % 4915095
62,991 104,603 § 167,594
37,823 419,990 457,813
682,858 3,606,830 4,289,688
783,672 4131423 $ 4,815,095

10

EXHIBIT A




CITY OF BLOOMFIELD, IOWA

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS

AND CHANGES IN CASH BALANCES
GOVERNMENTAL FUNDS

AS OF AND FOR THE YEAR ENDED JUNE 30. 2005

RECEIPTS:
Property tax
Tax increment financing collections
Other City tax
Licenses and permits
Use of money and property
Intergovernmental
Charges for services
Miscellanecus
Total receipts

DISBEURSEMENTS:
Operating:
Public safety
Public works
Culture and recreation
Community and economic development
General government

Total disbursements

Deficiency of receipts under disbursements

Qther financing sources:
Operating transfers in

Net change in cash balances
CASH BALANCE - Beginning of ya
CASH BALANCE - Ead & year

Cagh Basis Fund Balnces
Reserved:

Library building

Debt service
Unreserved:

General fund

Special revenue funds

Capital projects funds

Permanent funds

Total cash basis fund balances

See Notes to Financial Statements

EXHIBIT B

Capital Other
Projects Non-Major
Childcare Governmental
General Facility Funds Total

$ 438,604 - 8 261,424 § 700,028
- - 72,923 72,923

37,987 - 164,672 202,659
5,715 - - 5,715

8,046 - 45,898 54,844

17,212 403,951 425,872 847,035
266,904 - - 266,904
22,569 - 27,6683 50,232

797 937 403,951 o, 508,452 2,200,340
412,751 - 133,208 546,049
240,775 - 544,505 785,280
226,092 - 35,850 262,042
50,500 406,346 559,270 1,016,116
86,553 - 17,848 104,241
1018841 406,346 1,290,871 2,713,728
(218,574) (2,395) (292,419) (513,388)
415,920 - - 415,920
197,346 (2,395) (292,419) (97,468)
249,949 - 631,191 §81,140

$ 447,295 (2,395) % 338,772 % 783,672
$ - - 3 37823 % 37,823
- - 62,991 62,891

447,295 (2,395) - 444 900

- - 552,874 552,874

- - (404,197) (404,197)

- - 89,281 89,281

$ 447,295 (2,395) % 338772 % 783,672

11



STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES IN CASH BALANCES

CITY OF BLOOMFIELD, IOWA

PROPRIETARY FUNDS

AS OF AND FOR THE YEAR ENDED JUNE 30, 2005

Operating receipts:
Use of money and property
Charges for services

Total operating receipts

Operating disbursements:
Business type activities

Excess (deficiency) of operating receipts
over (under) operating disbursements

Non-operating receipts (disbursements):
Intergovernmental
Interest on investments
Miscellaneous
Debt service
Total non-operating receipts
{disbursements)

Excess (deficiency) of receipts over
{under} disbursements

Operating transfers out

Net change in cash balances

CASH BALANCES - Beginning,ciyear

CASH BALANCES - End'of year

Cash Basis Fund Balances
Reserved for:
Debt service
Reserve
Improvements
Unreserved

Total cash basis fund balances

See Notes to Financial Statements

Enterprise Funds

EXHIBIT C

Water Sewer Electric Gas Total
- % 240 % 5215 & - § 5,455
583,125 299,165 1,976,388 1,358,723 4,218,401
583,125 299 405 1,981,603 1,369,723 4,223,856
536,451 377.992 1,558,479 1,435,825 3,908,747
46,674 (78,587) 423,124 (7A402) 315,109
- 136,882 - - 136,882
17,686 22,975 2108 30,355 108,474
10,184 6,415 22,264 9,187 48,053
(152,803) - - - {152 803)
(124,933) 63,275 59,722 39,542 140,606
\78,2L5) 87.688 482,846 (36,560) 455,715
9,930 ¢ 9,930 295,130 100,930 415,920
(88,189) 77,758 187,716 (137,490) 39,795
945,750 80,691 2,160,481 895,506 4,091,628
857561 $ 167649 $ 2348197 $ 758,016 § 4,131423
104603 § - % - 8 - 5 104,603
169,238 - - - 169,238
250,752 - - - 250,752
332,968 167,649 2,348,197 758,018 3.606,830
857561 $ 167649 $ 2348197 $ 758,018 § 4,131,423

12



CITY OF BLOOMFEIELD, IOWA

STATEMENT OF CHANGES IN CASH BALANCES

Additions:
Use of meney and property:
Interest on investments
Miscellaneous:
Donations

Total additions

Deductions:
Culture and recreation:
Commodities

Capital outlay
Total deductions:

Net change in cash balances

CASH BALANCES - Beginning of year

CASH BALANCES - End of year

Cash Basis Fund Balances
Reserved for special purpoga

See Notes to Financial Statements

FIDUCIARY FUNDS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2005

Private Purpose Expendable Trusts

EXHIBITD

Drug
Awareness
Avenue of  Resistance Library South
Flags Education Memorial Cemetery Total
e )
$ - 32 554 % 58 $ 644
- 4,302 15,719 4 - 20,021
- 4334 16,273 58 20,685
] 4,326 y7a2” ) 10,058
- . 10,910 7 - 10,910
- 4326 18,842 - 20,068
- 8 (369) 58 (303)
Fo N 3,417 46,397 10,000 59,861
7 f e
$ 47 3425° § 46,0287 & 10,0587 § 58,558
/s ws s 1005
$ 47 34257 % _46.02 $ _1 $ _59.558
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CITY OF BLOOMFIELD, IOWA

NOTES TO FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Bloomfield, lowa is a political subdivision of the State of lowa located in Davis County. It was firstincorporated
in 1850 and operates under the Home Rule provisions of the Constitution of lowa. The City operates under the
Mayor-Council form of government with the Mayor and Council Members elected on a nonpartisan basis. The City
provides numerous services to citizens, including public safety, public works, culture and recreation, community and
economic development, and general government services. The City also provides water, sewer, electric and gas utiliies

for its citizens

A

Reporting Entity

For financial reporting purposes, the City of Bloomfield, lowa has included alt funds, organizations, agencies,
boards, commissions and authorities. The City has also considered all potential component units forwhichitis
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 iy determining financial
accountability. These criteria include appointing a voting majority of an organizatipi's govarring body, and (1)
the ability of the City to impose its will on that organization or (2) the potential foi the organization to provide
specific benefits to or impose specific financial burdens on the City

These financial statements present the City of Bloomfield (the prim{ry goveinment) and its component unit.
The component unit discussed below is included in the City's reporting.e«tity because of the significance of its
operational or financial relationship with the City

Blended Component Unit

The Friends of the Bloomfield Library was established as a non-profit corporation in accordance with Chapter
504A of the Code of lowa. The Friends, of thg IJioomfield Library is legally separate from the City but is so
intertwined with the City that it is, in subsiapce, the same as the City. It is reported as part of the City and
blended into the Special Revenugfunds Although the Friends of the Bloomfield Library is legally separate
from the City, its purpose is to~beneiit the City of Bloomfield, lowa (the primary government) by soliciting
contributions and managipg'thos: funds.

Joint Ventures

The Citynartcipates in the Mutchler Community Center Commission. The Commission was developed under
a 28E agreement with Davis County for the construction, operation and maintenance of a community center.

Jointly Governed Organizations

The City participates in several jointly governed organizations that provide goods or sarvices 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: Davis
County Assessor's Conference Board, Davis County E-911 Joint Service Board and Davis County Emergency
Management Commission. The City also parficipates in the Davis County Regional Service Agency, a jointly
governed organization established pursuant to Chapter 28E of the Code of lowa.

Basis of Presentation

Government-wide Financial Statement — The Statement of Activities and Net Assets reports information on all
nonfiduciary activities 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 activities, which rely to a significant extent on fees and charges for services.

14



CITY OF BLOOMFIELD, [OWA

NOTES TO FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B.

Basis of Presentation (Continued)

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

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

Unrestricted nef 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

The Statement of Activities and Net Assets demonstrates the degree to which the diret disbursements of a
given function are offset by program receipts. Direct disbursements are those cleasly identifidble with a specific
function. Program receipts include 1) charges to customers or applicants who purcliase, 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 ¢t ayparticular function. Property tax
and other items not properly included among program receipts are (eported’instead as general receipts.

Fund Financial Statements - Separate financial statements arylovided for governmental funds, proprietary
funds and fiduciary funds. Major individual governmental furidé and major individual enterprise funds are
reported as separate columns in the fund financial«siatements. All remaining governmental funds are
aggregated and reported as nonmajor governmens Liundas.

The City reports the following major governmenial funds:

The General Fund is the generminoperating fund of the City. All general tax receipts and other
receipts not allocated by lawescomractual agreement to some other fund are accounted for in this
fund. From the fund arz=peid.lhe general operating disbursements, the fixed charges and the
capital improvement ¢bsts that are not paid from other funds.

Capital Projec(s - Tive Childcare Facility Fund is a capital projects fund used to account for grant
funds received 167 the construction of the Davis County Day Care Center.

The City | 2ports 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 the City's waste water treatment
and sanitary sewer system.

The Electric Fund accounts for the operation and maintenance of the City's electric distribution
system.

The Gas Fund accounts for the operation and maintenance of the City’s gas distribution system.

Measurement Focus and Basis of Accounting

The City of Bloomfield, lowa maintains its financial records on the basis of cash receipts and dishursements 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 accepted
accounting principles.
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CITY OF BLOOMFIELD, IOWA

NOTES TO FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Measurement Focus and Basis of Accounting (Continued)

Propristary funds distinguish operating receipts and disbursements from non-operating items. 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 non-operating receipts and disbursements.

D Budaets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required Supplementary Information.
During the year ended June 30, 2005, disbursements exceeded the amounts budgeted in the public works and
business type acitivities functions.

NOTE 2. CASHAND POOLED INVESTMENTS

The City's deposits in banks at June 30, 2005, were entirely covered by federal deposito.v izisurance or by the State
Sinking Fund in accordance with Chapter 12C of the Code of lowa. This chapter provides 19r additiona! assessments
against the depositories to insure there will be no loss of public funds.

The City is authorized by statute to invest public funds in obligaticns of the Unitad States government, its agencies and
instrumentalities; certificates of deposit or other evidences of deposit at fes 2#ally insured depository institutions approved
by the City Council; prime eligible bankers acceptances; certain hich rai=2 commercial paper; perfected repurchase
agreements; certain registered open-end management invesiment ‘;ompanies; certain joint investment trusts; and
warranis or improvement cerlificates of a drainage district.

At June 30, 2005, the City held publicly traded stock witn/a fair market value of $98,626.
interest rate risk — The City’s investment policylimits the investment of operating funds (funds expected to be expended in
the current budget year or within 15 months, cf receipt) in instruments that mature within 397 days. Funds notidentified as

operating funds may be invested in inves.ments with maturities longer than 397 days but the maturities shall be consistent
with the needs and use of the City:

Credit risk — The City's inveStiaeat’in the stock is subject to current market conditions.

NOTE 3: NOTES ’AYABLE AND LEASE PURCHASE AGREEMENT

Annual debt service requirements to maturity for revenue notes are as foflows:

Year Revenue Notes
Ending

June 30, Principal interest
2006 $ 105,000 $ 43,025
2007 115,000 38,142
2008 120,000 32,738
2008 125,000 26,977
2010 130,000 20,853
2011 135,000 14,352
2012 145,000 7,467
Total $ 875,000 $ 183,554
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CITY OF BLOOMFIELD, IOWA

NOTES TO FINANCIAL STATEMENTS

NOTE 3: NOTES PAYABLE AND LEASE PURCHASE AGREEMENT (Continued)

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

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

b. Sufficient monthly transfers shall be made to a water revenue note sinking account for the purpose of
making the note principal and interest payments when due

c. An amount equal to 25% of the monthly transfer to the sinking account shall be made to a water reserve
account until a specified amount is accumulated and maintained The water reserve account is required to
accumulate the lesser of ten percent of the stated principal amount of the Notes, the maximum annual
principal and interest coming due on the Notes, or 125% of the average annual principal and interest coming
due on the Notes. At June 30, 2005 the allowable reserve fund amount is computed to be $126,500.

d. Addifional monthly transfers of $4,000 to a water improvements account shall be madetuntifa fninimum
balance of $400,000 is accumulated. This account is restricted for the purpgse) of paying for any
deficiencies in the revenue note sinking account, then for capital improvements, rene\vals and replacements
and extracrdinary repairs.

The City has established the sinking, reserve and improvements accounts r:zquiza by the note resolution and has
complied with the related provisions.

Lease Purchase Aqreement

In June, 2004, the City entered into a lease-purchase agreefntitto purchase a computer network. The total cost was
$11,125 with 36 monthly lease payments of $346, with zn'inouted interest rate of 7.55% . Also in June, 2004, the City
entered into a lease-purchase agreement to purchasze a falding-inseriing machine. The folding-inserting machine lease
was subsequently cancelled during July 2004 The tot=i'cost was $3,750 with 36 monthly lease payments of $120 with an
imputed interest rate of 9.6%. The followingis aschedule of the future minimum lease payments, interest and the present
value of net minimum lease payments uriaeragreements in effect at June 30, 2005,

Year Minimum Less Amount Present Value of
Ending Lease Representing Net Minimum
June 2C Payments Interest Lease Paymenis
PAVS ¢ $ 4,155 $ 454 $ 3,701
2007 4,156 165 3,991

$ 8311 $ 618 $ 7,692

NOTE 4: 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 IPERS,
P ©. Box 9117, Des Moines, lowa 50306-9117.

Plan members are required to contribute 3 70% of their annual covered salary and the Cityis required to contribute 5.75%
of annual covered payroll, except for police employees, in which case the percentages are 6.16% and 9.23%,
respectively. For the year ended June 30, 2004, the contribution rates for police employees and the city were 5.93% and
8.90%, respectively, and for the year ended June 30, 2003, the contribution rates for police employees and the City were
6.04% and 9.07%, respectively Contribution requirements are established by state statute. The City's contributions to
IPERS for the years ended June 30, 2005, 2004 and 2003 were $58,098, $60,727 and $60,234, respectively, equal to the

required contributions for each year.
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CITY OF BLOOMFIELD, IOWA

NOTES TO FINANCIAL STATEMENTS

NOTE 5: COMPENSATED ABSENCES

City employees accumulate a limited amount of earned but unused vacation, compensatory ime and sick leave hours 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, compensatory time and
sick leave payments payable to employees at June 30, 2005, primarily reiating to the General Fund is as follows:

Tvpe of Benefit Amount
Compensatory time $ 19,665 /;,
Vacation 26,304
Sick leave 51,754 7

Total $ 97,723 s

Sick leave is payable when used or, after an employment period of ten (10) years, upon terminatioft, retirement or death.
This lability has been computed based on rates of pay in effect at June 30, 2005.

NOTE 6: INDUSTRIAL DEVELOPMENT LOAN AND REBATE AGREEMENT

On May 11, 1992, the City entered into a loan agreement, under the provisions(of Charler 403 of the Code of lowa, with
Chevron Chemical Company totaling $425,000 to provide funds for the hurposs o' defraying a portion of the costs of
carrying out an urban renewal development project of the City. The loa;yrincipal plus interest thereon at the rate of
8.50% per annum were payable solely from tax increment financing.oroparly tax collections

On June 19, 2000, the City and Chevron Chemical Compapy,iimended the original agreement whereby the City is no
longer required to repay the $425,000 The City agreed tevebaiz incremental taxes paid by the developer in exchange for
infrastructure improvements constructed by the daveloperas set forth in the amendment, with the condition that the
company maintains a specified level of full-time equialent positions for the term of the agreement The incremental taxes
that otherwise would have been received by tha City under Chapter 403 19 of the Code of lowa from the developer are to
be rebated for a period of nine years beginniig May 1, 2001, During the year, the City rebated taxes totaling $14,657 to
Chevron Chemical Company.

NOTE 7: INTERFUND TRANSELRS

The detail of interfund tvansiess for the year ended June 30, 2005 is as follows:

Jransfer to Transfer from Amount
General; Enterprise:
General Water $ 9,830
Sewer 9,930
Electric 248,630
Gas 100,930
369,420
General: Enterprise:
Community development Electric 46,500
$ 415,920

NOTE 8: RISK MANAGEMENT

The City is exposed to various risks of loss related to torts, theft, damage to and destruction of assets, 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 deductibies 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.
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CITY OF BLOOMFIELD, IOWA,

NOTES TO FINANCIAL STATEMENTS

NOTE 9: DEFICIT BALANCES

The Capital Projects Fund, ABCM Corporation Account had a deficit balance of $129,147 at June 30, 2005. The deficitis
the resuit of an ecanomic development locan made to ABCM Corporation for construction of an assisted and independent
living facility. This deficit will be eliminated through annual installments paid to the City by ABCM Corporation. In addition,
the other tax increment financing, the 2005 street project, the Childcare Facility, and the fire station had deficit balances of
$4,508, $264,695, $2,395 and $10,355, respectively.

NOTE 10: ECONOMIC DEVELOPMENT L OANS

On April 1, 2001, the City of Bloomfield loaned $300,000 to a local business to construct and equip an assisted and
independent living facility to be located in the City. The loan bears interest at 7% and is to be repaid to the City in annual
installments of $42,713 including interest, fram April 1, 2001 through April 1, 2011, The loan has a balance of $203,584
at June 30, 2005.

NOTE 11: HEALTH INSURANCE

The City has a group insurance policy which provides comprehensive medical coverage fur £iigible employees and, if
elected, their spouses and dependents. The City's group insurance is a partial self-funded health plan. Underthe partial
self-funded plan, the City will reimburse an eligible employee for half of the deductiiie\as well as half of out-of-pocket
expenses. The amount of the deductibles and out-of-pocket expenses for embloyeesaare as follows:

Deductible
Single Famil
Employee $ 500 $1,000
Out-of\Pockrit
Single Family
Employee g-800 $ 1,000

The policy period is from January (o ecember 31, For the policy period the City has a maximum liability commitment of
$28,500. As of June 30, 20€5 (hzcevs a remaining maximum liability commitment of $18,068.

NOTE 12: CONSTRUCTIONW'COMMITMENTS

During the year encad June 30, 2005, the City approved various construction contracts totaling $2,979,305 and had
construction contracts of $281,959 carrying over from the prior year. Payments of $781,402 were made on the contracts
for work completed during the year ended June 30, 2005, As of June 30, 2005 the City had construction commitments of
$2,196,903 with payments on the contracts to be made as the work is completed.

NOTE 13: CONTINGENCIES

The City is involved in some litigation, the outcome of which is not determinable The liability, if any, can not be
determined at this time.
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REQUIRED SUPPLEMENTARY INFORMATION




CITY OF BLOOMFIELD, IOWA

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, 2005

RECEIPTS:
Property tax
Tax increment financing collections
Other City tax
License and permits
Use of money and property
Intergovernmental
Charges for services
Miscellaneous

Total receipts

DISBURSEMENTS:
Public safety
Public works
Culture and recreation
Community and economic development
General government
Capital projects
Business type activities
Total disbursements

Excess (deficiency) of receipts
over (under) disbursements

Other financing sour¢=s(uses), net

Excess (deficiency) of receipts and other financing
sources over {under) disbursements and
other financing uses

BALANCES - Beginning of year

BALANCES - End of year

See Accompanying Independent Auditor's Report

Less
Governmental  Proprietary Funds not
Funds Funds Required to
Actual Actual be Budgeted Net

$ 700,028 $ - $ - § 700,028
72,923 - - 72,923
202,659 - - 202,659
5715 - - 5,715
54,844 113,929 - 168,773
847,035 136,882 - 983,917
266,904 4,218,401 - 4,485,305
50,232 48,053 _ 0. 23,513 74,772
2,200,340 4,517 2685 23,513 6,694,092
546,049 - - 546,049
785,280 - - 785,280
262,042 - 6,008 256,034
1,016,116 - - 1,016,116
104,241 - - 104,241
- 4,061,550 - 4,061,550
2,713,728 4,061,550 6,008 6,769,270
(5613,388) 455,715 17,505 {75,178)
415,820 {415,920) - -
(97,468) 39,795 17,505 (75,178)
881,140 4,091,628 29,101 4,943,667
$ 783672 $ 4131423 § 46,606 $ 4,868,489
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Budgeted Amounts

Original Final
$ 704,908 § 704,908
44,000 69,000
115,235 160,235
17,600 17,600
134,155 134,155
1,235,500 1,720,500
4,777,040 4,777,040
23,500 23,500
7,051,938 7,606,938
538,433 551,633
622,540 622,540
329,921 329,921
1,089,000 1,089,000
104,320 104,320
- 1,000,650
3,881,623 3,881,623
6,565,837 7,579,687
486,101 27.25¢
486,101 27,251
4,711,254 4,993,281
$ 5197355 ¢ 5,020,532

Final to
Net
Variance

$ (4,880)
3,923

42,424
(11,885)
34,618
(736,583)
(291,735)
51,272

(912,846)

(5,584)
162,740
(73,887)
(72.884)

(79}
(1,000,850)

(102,429)

(102,429)
(49,614)
$ _ (152,043)
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CITY OF BLOOMFIELD, IOWA

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION — BUDGETARY REPORTING

JUNE 30, 2005

The budgetary comparison is presented as Required Supplementary Information in accordance with Governmental
Accounting Standards Board Statement No. 41 for governments with significant budgetary perspective differences
resulting from not being able to present budgetary comparisons for the General Fund and each major Special Revenue
Fund.

In accordance with the Code of lowa, the City Councit annually adopts a budget on the cash basis following required
public notice and hearing for all funds except Internal Service Funds and 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 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 activities 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 functien level_ndtby fund. During
the year, one budget amendment increased budgeted disbursements by $1,013,850. Tre.budget amendments are
reflected in the final budgeted amounts.

During the year ended June 30, 2005, disbursements exceeded the amounts biudgetedin the public works and business
type activities functions.
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OTHER SUPPLEMENTARY INFORMATION




RECEIPTS:
Property tax
Tax increment financing collections
Other City tax
Use of money and property
Intergovernmental
Miscellangous

Total receipts

DISBURSEMENTS:
QOperating:
Public safety
Public works
Culture and recreation
Community and
economic development

General government

Total disbursements

Excess {deficiency) of receipts over
{under) disbursements

CASH BALANCES - Beginning of year
CASH BALANCES - End of year

Cash Basis Fund Balances
Reserved:
Library building
Debt service
Unreserved:
Special revenue funi!s
Capitaf project funds
Pemanent funds

CITY OF BLOOMFIELD, IOWA

COMBINING STATEMENT OF CASH RECEIPTS, DISBURSEMENTS
AND CHANGES IN CASH BALANCES
NONMAJOR GOVERNMENTAL FUNDS
AS OF AND FOR THE YEAR ENDED JUNE 30. 2005

Special Revenue

Chevron Other Friends Local

Local Tax Tax of the Housing
Road Employee Option Increment Increment Bloomfield Assistance
Use Tax Benefits Sales Tax Financing Financing Library Program

$ - 5 260819 § - % - $ - - -
- - - 14,657 58,153 - -

- - 164,672 - - - -

216,262 - - - - - 209,610

- 1,046 - - - 23,613 -

216,262 261,865 164,672 14,657 58,153 23,513 208,610

- 122,943 - - - - -

234,372 45 438 - - - - -

- 29,042 - z - 6,008 -

- - - 14,037 196,146 - 210,208

- 17,848 - . - - - -

234,372 216,171 . 14,857 196,148 6,008 210,208
(18,110) 45,694 164,672 - (137,993) 17,505 (598)
116,345 135,20 98,262 - 133,485 29,101 7.132

$ 98725 1$7)180,886 § 262934 § - & (4,508) 46,606 6,534
$ - 8 - 3 - 3 - 3 - 37,823 -
98,235 180,896 262,934 - (4,508) 8,783 6,534

$ 98235 § 180,896 $ 262834 % - $ (4,508 46,606 8,534

See Accompanying Independent Auditor's Report
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SCHEDRULE 1

Debt Service Capital Projects Permanent
Tax ACBM IOOF
General Ingrement Corporation 2005 Cemetery
Obligation Financing SPEC Economic Strest Fire Perpetual Library
Bonds Debt Service Building Develcpment Project Statien Care Bequest Total

805 - - § - - 8 - - - § 261,424
~ 113 . . . . - - 72,923
- - . - - - - 164,672
- - - 42,713 - - 3,026 159 45,898
. . - - - - - - 425,872
- - - - - - 3,104 - 27,663
605 113 - 42,713 - - 6,130 159 998,452
- - - - - 10,355 - - 133,298
- - - - 264,695 - - - 544 505
- - - - - - - - 35,950
- - 138,259 - - - - - 558,270
. - - - - - - - 17,848
- - 138,259 - 264,695 10,255 - - 1,290,871
605 113 (138,259) 42,713 {264,625) {10,355} 6,130 159 (292,419)
1,233 61,040 138,259 {171,860) \ - 77,965 5,027 631,191
1,838 51,153 -5 (1297470 % (264,695) $ (10,355 84,095 5186 § 338,772
- - s -3 - 5 - - - % 37,823
1,838 61,153 - - - - - 62,991
- - - - - - - 552,874
- - (128,147) (264,695} (16,355) - - (404,197)
- - - - - - 84,085 5,186 89,281
1,838 61,153 - %5 (129,147 § (264,695 $ (10,355) 84,095 5186 § 338,772
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Obligation

Revenue notes:

CITY OF BLOOMFIELD, IOWA

SCHEDULE OF INDEBTEDNESS

YEAR ENDED JUNE 30, 2005

Water revenue refunding capital loan notes

L.ease purchase agreement:
Folder-inserter

Computer network equipment

See Accompanying Independent Auditor's Report
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Date of
Issue

May 1, 2001

June 30, 2004
June 30, 2004

Amount
Interest Originally
Rates issued

425-515% $ 1,265,000

960% 8 3,750
7 55% 11,125
$ 14,875



$

$

$

Balance Issued
Beginning During
of Year Year

980,000 § -

3660 § -
11,125 -

14785 3 -

$

Redeemed/

Cancelled Balance

During End
Year of Year
105,000 $ 875,000

3660 % -
3,433 7,692
7,003 & 7,692

26

Interest
Paid

47,803

723

723

Interest
Due and

Unpaid

l,

SCHEDULE 2



SCHEDULE 3
CITY OF BLOOMFIELD, I1OWA

NOTE MATURITIES
JUNE 30, 2005

Revenue Notes

Water
Year Issued May 1, 2001
Ending Interest
June 30, Rate Amount

2006 485 % $ 105,000
2007 470 115,000
2008 4.80 120,000
2009 490 125,000
2010 500 130,000
2011 510 135,000
2012 515 145,000

Total $ 875,000

See Accompanying Independent Auditor's Report
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CITY OF BLOOMF[ELD, IOWA

SCHEDULE OF RECEIPTS BY SOURCE AND DISBURSEMENTS BY FUNCTION -

ALL GOVERNMENTAL FUNDS
FOR THE LAST FOUR YEARS
005 004
RECEIPTS:
Property tax 3 700,028 $ 687,854
Tax increment financing collections 72,923 128,446
Other City tax 202,659 120,634
Licenses and permits 5,715 4677
Use of money and property 54,844 55,716
Intergovernmental 847,035 465,412
Charges for services 266,904 240,094
Miscellaneous 50,232 79.656
Total $ 2,200,340 $ 1,782,489
DISBURSEMENTS:
Operating:
Public safety 3 546,049 ) 545478
Public works 785,280 /37,083
Culture and recreation 262,042 268,797
Community and economic
development 106,316 176,650
General government 194,241 117,787
Debt service - 258,414
Capital projects - -
Total $ 2,713,728 $ 2,104,209

See Accompanying Independent Auditor's Report
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SCHEDULE 4

2003 2002
601,513 $ 576,651
123,729 104,117
17,100 15,528
5,935 4,021
56,231 65,499
436,292 320,761
240/622 234,057
_193519 110,869
1674241 § 1,432,403
565348 $ 531,660
467,857 514,263
327,575 270,927
394,504 111,106
115,138 124,218
55,846 58,712
- 182,799
1,026,358 § 1,793,685




SCHEDULE S
CITY OF BLOOMFIELD, IOWA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2005

Agency
CFDA Pass-through Program
Grantor/Program Number Number Expenditures
Direct:
U S. Federal Aviation Administration:
Airport Improvement Program 20106 FAAAIP 3-19-0008-1 § 6,765
Indirect:
U S Department of Housing and Urban Development:
lowa Department of Economic Development:
Community Development Block Grants/States
Program 14 228 02-Ws-028 138,084
Community Development Biock Grants/
Heousing Rehabilitation Grant 14228 03-HSG-U06 210,194
Community Development Block Grants/
States Program 14.228 03-CF-037 397,373
Community Development Block Grants/
States Program 14 223 05-WS-008 4,500
750,151
U S Department of Public Safety:
Discretionary Innovative Grant 20604 PAPQ5-157 3,212
$ __760,128

Basis of Presentation - The Gehedule of Expenditures of Federal Awards includes the federal grant activity of the
City of Bloomfield, lowa @ny s presented in conformity with an other comprehensive basis of accounting. The
information on this stheduie is presented in accordance with the requirements of OMB Circular A-133, Audits of
States, Local Govelnments, and Non-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 Auditor's Report.
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INDEPENDENT AUDITCR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Members of the City Council

We have audited the accompanying financial statements of the governmental activities. the business type activities, each
major fund and the aggregate remaining fund information of the City of Bloomfigid, lowa, as of and for the year ended
June 30, 2005, which collectively comprise the City’s basic financial statement; listpa’in the table of contents and have
issued our report thereon dated November 23, 2005. Our report expiepsed & unqualified opinion on the financial
statements which were prepared in conformity with an other comprehensire’ sasis of accounting. We conducted our audit
in accordance with U.S. generally accepted auditing standards and iiia standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Gvar Tinancial Reportin

In planning and performing our audit, we considered 12¢ City of Bloomfield, lowa’s internal control over financial reporting
in order to determine our auditing procedures/Tor the purpose of expressing our opinions on the financial statements and
not to provide an opinion on the internal ¢Gnire! over financial reporting. However, we noted certain matters involving the
internal control over financial reporting, and its operation that we consider to be reportable conditions. Reportable
conditions involve matters coming'to edr attention relating to significant deficiencies in the design or operation of the
internal control over financiatreoming that, in our judgment, could adversely affect the City of Bloomfield, lowa's ability to
record, process, summasizz end report financial data consistent with the assertions of management in the financial
statements. Repotiable, conditions are described in Part Il of the accompanying Schedule of Findings and Questioned

Costs

A material weakness is a reportable 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 tisk that misstatements caused by error or fraud 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 internal control that might be reportable conditions
and, accordingly, would not necessarily disclose ail reportable conditions that are also considered to be material
weaknesses. However, of the reportable conditions described above, we believe item 11-B-05 and |I-E-05 are material
weaknesses.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the City of Bloomfield, lowa's financial statements are free of

material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements, non-compliance with which could have a direct and material effect on the determination of
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financial statemenis 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 resuits of our tests disclosed no instances of non-
compliance or other matters that are required to be reported under Government Auditing Standards. However, we noted
certain immaterial instances of non-compliance or other matters 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, 2005 are
based exclusively on knowledge obtained from procedures performed during our audit of the financial statemenis of the
City. Since our audit was based on tests and samples, not all fransactions 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.

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 Bloomfield, lowa and other parties to whom the City of Bloomfield, lowa may report including federal awarding
agencies and pass-through entities. This reportis notintended 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 Bloomfield,
lowa during the course of our audit. Should you have any questions concerning any of the above matters, we shall be
pleased to discuss them with you at your convenience

ANDERSON, LARKIN & CC, P.C.

Ottumwa, lowa
November 23, 2005
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INDEPENDENT AUDITOR’'S REPORT ON COMPLIANGCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Honorable Mayor and
Members of the City Council.

Compliance

We have audited the compliance of the City of Bloomfield, lowa, with the types of compliancesraquiramants described in
U S Office of Management and Budget (OMB) Circular A-133 Compliance Supplement tha! 2/e agplicable to its major
federal program for the year ended June 30, 2005, The City of Bloomfield, lowa’s major fedetal program is identified in
Part | of the accompanying Schedule of Findings and Questioned Costs. ComplianCe'with the requirements of laws,
regulations, contracts and grant agreemenis applicable to its major federal progragis’the responsibility of the City of
Bloomfield, lowa’s management. Our responsibility is to express an opinian on thaLity of Bloomfield, iowa’s compliance
based on our audit.

We conducted our audit of compliance in accordance with U.S, geierally accepted auditing standards, the standards
applicable to financial audits contained in Government Audifing, Swandards, issued by the Comptroller General of the
United States, and OMB Circular A-133, Audits of Statesaloca! Governments, and Non-Profit Organizations. Those
standards, and OMB Circular A-133 require that we plan@rd perform the audit to obtain reasonable assurance about
whether non-compliance with the types of compliangesequirements referred to above that could have a direct and
matetial effect on a major federal program oseurred. An auditincludes examining, on a test basis, evidence about the
City of Bloomfield, lowa’s compliance with-thuserequirements and performing such other procedures as we considered
necessary in the circumstances. We behave our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination on th= City' of Bloomfield, owa’s compliance with those requirements.

In our opinion, the City of Bloomiield, lowa complied, in all material respects, with the requirements referred to above
that are applicable to ite/ma(oi federal program for the year ended June 30, 2005. However, the results of our auditing
procedures discloseihninstances of noncompliance with those requirements that are required to be reported in
accordance with ON'B Circular A-133 and which are described in Part Il of the accompanying schedule of findings and
guestioned costs.

Internal Control Over Compliance

The management of the City of Bloomfield, lowa is responsible for establishing and maintaining effective internal control
over compliance with requirements of laws, regulations, contracts and grant agreements applicable to federal programs.
In planning and performing our audit, we considered the City of Bloomfield, lowa’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 purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal
control that might be material weaknesses. A material weakness is a reportable condition in which the design or
operation of one of more of the internal control components does not reduce to a relatively low level the risk that
noncompliance with applicable requirements of laws, regulations, contracts, and grants caused by error or fraud 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. We noted no matters involving the
internal control over compliance and its operation that we consider to be material weaknesses.
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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 Bloomfield, lowa and other parties to whom the City of Bloomfield, lowa may report, including federal
awarding agencies and pass-through entities. This reportis notintended to be and should not be used by anyone other
than these specified parties.

ANDERSON, LARKIN & CO.P.C.

Ottumwa, lowa
November 23, 2005
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CITY OF BLOOMFIELD, |IOWA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2005

a)  Anunqualified 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

b) Reportable conditions in internal control over financial reporting were disclosed by the audit of the

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

d) No reportable conditions in internal control over the major program were disclosed by the audit of the

e)  An unqualified opinion was issued on compliance with requirements applicable to {he major program.

f) The audit disclosed audit findings which were required to be reported in aczordance with Office of
g)  The major program was CFDA Number 14 228 — Community Dgveiopment Block Grants/State’s

)] The dollar threshold used to distinguish between Tyra A and Type B programs was $300,000.

Reconciliation “f Uity Billings, Collections and Delinguencies — Utility billings, collections and delinquent accounts

Recommendation — The City should formalize its procedures for reconciling utility billings and collections for each
billing period. The Council or a Council-designated independent person should review the reconciliations and

Response — Due to installation problems with a new utility billing software, the reconciliation of utility billings was not
completed throughout the year. We perform informal reconciliation of receipts on a daily/weekly basis, We will
consider performing a formal reconciliation for Council approval on a monthly basis.

Part}: Summary of the Independent Auditor's Resuits
accepted accounting principles.
financial statements, including material weaknesses.
financial statements.
Management and Budget Circular A-133, Section .510(a).
Program.
iy The City of Bloomfield, lowa did not qualify as'a law-risk auditee.
Part ll: Findings Related o the Financial Statemsits
Instances of Noncompliance:
No matters were noted.
Reportable Conditiéns
[I-A-05
were not recencied throughout the year.
monitor delinquencies.
Conclusion — Response accepted.
i-B-05

Electronic Data Processing Systems — During our review of internal control, the existing control activities in the City's
computer-based systems were evaluated in order to determine that activities, from a control standpoint, were
designed to provide a reasonable assurance regarding the achievement of objectives in the reliability of financial
reporting, effectiveness and efficiency of operations, and compliance with applicable laws and regulations. The
following weaknesses in the City’s computer based systems were noted:
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Part il:

CITY OF BLOOMFIELD, IOWA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2005

Findings Related to the Financial Statements (Continued)

1I-B-05

-C-05

II-D-05

I-E-05

Electronic Data Processing Systerns (Continued)

The City does not have written policies for:

Password privacy and confidentiality.
Requiring password changes because software does not require the user to change log-

ins/passwords petiodically.
Ensuring that only seftware licensed to the City is installed on computers.

Also, the City does not have a written disaster recover plan.

Recommendation — The City should develop written policies addressing the above items.in order to improve the
City's control over computer-based systems

Response — The City will begin the process of developing written policies associatedith tomputer usage and will
work to establish a written disaster recover plan

Conclusion — Response accepted

Accounting Policies and Procedures Manual — The City does not/ = a current accounting policies and procedures
manual

Recommendation — An accounting policies and procy fures manual should be developed to provide the following
benefits.

1. Aid in training additional or replacqmént personnel and act as a quick reference to staff
members and officials.

2. Increased effectiveness=and efficiency in your organization by streamlining accounting
operations and aci#eving uniformity in accounting.

3. Helps preserve th2 kv elements in the government’s internal control structure.

Response — The Clty \Cierk and office staff will work on preparing an accounting policies and procedures manual.

Conclusiot " Response accepted

Job Descriptions and Standard Hiring Practices — The City does not maintain written job descriptions for all positions,
and standard hiring procedures were not followed for all employees hired during the year

Recommendation — The City should develop written job descriptions to aid in training additional or replacement
personnel and act as a quick reference to staff members and officials. Additionally all required forms and
applications should be completed by all new employees. The completed forms should be maintained by the City

Clerk’s office

Response — The City Clerk and office staff will work on developing written job descriptions and new employee files
will be reviewed for appropriate documentation before the employee’s first payroll is processed.

Conclusion — Response accepted.

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, Cash is received and recorded by the

same person.

Recommendation — We realize segregation of duties is difficult with a limited number of office employees. However,
the City should review its control procedures to obtain the maximum internal control possible under the

circumstances.
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Part |l

CITY OF BLOOMFIELD. IOWA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30. 2005

Findings Related to the Financial Statements (Continued)

II-E-05 Segregation of Duties (Continued)

I-A-03

IH-B-05

Response — We will consider this.

Conclusion — Response acknowledged. The City should segregate duties to the extent possible with existing
personnel and utilize administrative personnel to provide additional control through review of financial transactions

and reports.

Findings and Questioned Costs for Federal Awards:

Instances_of Noncompliance:

CFDA Number 14.228: Community Development Block Grants/States Program
Pass-through Agency Number: 03-HSG-006

Federal Award Year: 2005

Department of Housing and Urban Development

Passed through the lowa Department of Economic Development

Late Report Submissicns — The City is required to submit quartarly perforinance reports by the 15" of the month
following the end of each quarter of the contract. Two of three iy parts selected for testing were not submitted on

time
Recommendation — The City should implement prosaciures to ensure reports are submitted in a timely manner.
Response — We will develop a schedule tosmonitériieporting requirements and deadlines for all grant agreements

Conclusion - Response accepted.

CFDA Number 14 228: Comsuaity Development Block Grants/States Program and Housing Rehabilitation Grant
Pass-through Agency Nuriber. 03-HSG-006 and 02-WS-003

Federal Award Yeai: 7043 and 2002

Department of Hoysing and Urban Development

Passed througi theiowa Department of Economic Development

Cash Mana 1ement — The City must expend federal award funds within 10 days of receipt. On two occasions, federal
funds were not expended within the required time frame.

Recommendation — The City should implement procedures to ensure federal funds are expended within the required
time frame.

Response — We will monitor the timing of draw downs and expending of federal funding more ciosely.
Conclusion — Response accepted.

Reportable Conditions:

No matters were noted.
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Part IV:

IV-A-05

IV-B-05

N-C-05

IV-D-05

IV-E-05

V-F-05

CITY OF BLOOMFIELD, IOWA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2003

Other Findings Related 1o Required Statutory Reporting:

Repertable Conditions

Official Depositories — A resolution naming official depositories has been approved by the City Council. Except
as follows, the maximum deposit amounts stated in the resolution were not exceeded during the year ended
June 30,2005 Depository resoiution amounts at Davis County Savings Bank were exceeded during June 2005,

Recommendation - The City should consider changing the depository resolution amounts ortransferring excess
funds to different depositories.

Response — We will consider our options and make changes as considered necessary.

Conclusion — Response accepted.

Ceriified Budget — Disbursements during the year ended June 30, 2005 exceeded the anvounts budgeted in
public works and business type activities functions. Chapter 384.20 of the Code of igw states in part that public

monies may not be expended or encumbered except under annual or continuing appropriation.

Recommendation - The budget should be amended in accordance with Chapter 384.18 of the Code of lowa
before dishursements are allowed to exceed the budget.

Response — We will monitor our budget to actual status on.a mceataly basis

Conclusion — Response accepted.

Questionable Dishursements — No disbursemenis were noted that may not meet the requirements of public
purpose as defined in an Attorney General’s\opinion dated April 25, 1879,

Travel Expense — No expenditures.oi City tnoney for travel expenses of spouses of City officials or employees
were noted.

Business Transactions(= tusiness transactions between the City and City officials or employees are detailed as
follows:

Zand to Purpose Amount

Karr Street Automotive Maintenance of City Vehicles $ 3,383
Craig Scott Maintenance at Bloomfield

Fire Department $ 1,200

In accordance with Chapter 362.5(10) of the Code of lowa, the above transactions do not appear to represent
conflicts of interest since they were entered into through competitive bidding

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 remains adequate
for current operations
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Part IV:

CITY OF BLOOMFIELD, ICWA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2005

Other Findings Related to Required Statutory Reporting: (Continued)

IV-G-05 Council Minutes — No transactions were found that we believe should have been approved in the Council

-H-05

IV-1-05

IV-J-05

IV-K-05

minutes buf were not. Of Council meeting minutes tested, three seis of minutes had not been published within
15 days as required by Chapter 372.13(6) of the Code of lowa.

Recommendation — The City should review procedures to insure that minutes are published on a timely basis.
Response — We will do so from now on.
Cenclusion — Response accepted.

Deposits and Investmenis — Except as follows, no instances of non-compliance with the deposit and investment
provisions of Chapter 128 and Chapter 12C of the Code of lowa and the City’s investments policy were noted.
The City has funds on deposit at a credit union which has not been secured by a letter of créaitin an amount of
at least 110 percent of the uninsured amount.

Recommendation — An updated letter of credit should be obtained from the ciGdit union and reviewed
periodically to ensure compliance.

Response — We will obtain an updated lefter and will monitor this going fonvard.
Conclusion — Response accepted.

The City is required to adopt an investment policy whicli caraplies with Chapter 12B 10B of the Code of lowa.,
At June 30, 2005, the City held stock in a publicly f¥adea“company which is not authorized under the Code of
lowa, or the City’s investment policy.

Recommendation — The City should seli the uriauthorized holdings and invest the funds in an investment that is
authorized under the City’s investment poiicy and the Code of lowa.

Response — We will sell the Gtaek=and invest the funds in an approved investment option
Conclusion — Respeiisu(aicepted.

Financial (endiion’— The following funds had deficit balances at June 30, 2005; Other Tax Increment Financing,
ACBM Corp draiion Economic Development, 2005 Street Project, Fire Station, and Childcare Facility

Recommendation — The City should investigate alternatives to eliminate these deficits in order to return the
accounts to a sound financial position.

Response — We will review our budgeting and financial management procedures. The deficit in the ABCM
Corporation Economic Development Fund will be eliminated through annual installments paid to the City by

ABCM Corporation
Conclusion — Response acknowledged
Revenue Notes — The City has complied with the provisions of the revenue note indentures.

Vehicle Usage Policy — The City does not have a written policy as to the use of City vehicles by City employees.

Recommendation — The City should adopt a written policy as to when and under what circumstances City
employees may use City-owned vehicles and what documentation is required by the City employees.

Response — We will review the use of City-owned vehicles and adopt a written policy.

Conclusion — Response accepted.
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