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110 West 4th Street, Suite # 205 712/262-6087
P.O. Box 1297 (fax) 712/262-6089
Spencer, IA 51301 maskecpa@ncn.net

INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and
Members of the City Council

City of Paullina

Paullina, lowa

| 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 Paullina, lowa, as of and for the year ended June 30, 2006,
which collectively comprise the City’s basic financial statements listed in the table of contents. These financial statements
are the responsibility of the City’s management. My responsibility is to express opinions on these financial statements
based on my audit.

| conducted my audit in accordance with U.S. generally accepted auditing standards, and the standards applicable to
financial audits, contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards and provisions require that | 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 statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. | believe
that my audit provides a reasonable basis for my opinion.

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 generally accepted accounting principles.

In my opinion, the financial statements referred to above present fairly, in all material respects, the respective cash basis
financial position of the governmental activities, the business type activities, each major fund and the aggregate remaining
fund information of the City of Paullina, as of June 30, 2006 and the respective changes in cash basis financial position for
the year then ended in conformity with the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, | have also issued my report dated August 25, 2006 on my
consideration of the City of Paullina’s internal control over financial reporting and my tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters. The purpose ofthat report is to describe
the scope of my testing of internal control over financial reporting and compliance and the results of that testing and not to
provide an opinion on internal control over financial reporting or compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing the results of my
audit.

Management’s Discussion and Analysis and budgetary comparison information on pages 3 through 6 and 15 are not
required parts of the basic financial statements, but are supplementary information required by the governmental Accounting
Standards Board. | applied limited procedures, which consisted principally of inquires of management regarding the
methods of measurement and presentation of the supplementary information | did not audit the information and express no
opinion on it.

My audit was performed for the purpose of forming opinions on the financial statements that collectively comprise the City of
Paullina’s basic financial statements. | previously audited, in accordance with the standards referred to in the second
paragraph of this report, the financial statements for the three years ended June 30, 2005 (none of which are presented
herein) and expressed unqualified opinions on those financial statements. Other supplementary information included in
Schedules 1 through 5, is presented for the purposes of additional analysis and is not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applies in my audit of the basic financial
statements and, in my opinion, is fairly stated in all material respects in relation to the basic financial statements as a whole.

_DaD A Meske CH

DAVID A. MASKE
Certified Public Accountant

August 25, 2006
Spencer, lowa
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CITY OF PAULLINA
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2006

The City of Paullina 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, 2006. We
encourage readers to consider this information in conjunction with the City’'s financial statements, which
follow.

2006 FINANCIAL HIGHLIGHTS

Receipts of the City-wide activities decreased 1.0%, or approximately $18,000 from fiscal 2005 to
fiscal 2006.

Disbursements decreased 16.4%, or approximately $329,000 in fiscal 2006 from fiscal 2005. The
decrease was related primarily to Capitol Projects.

The City’s total cash basis net assets increased 2.8%, or approximately $46,700 from June 30,
2005 to June 30, 2006.

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

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

The City's Financial Statement consists of a Statement of Receipts, Disbursements and Cash Balances.
This statement provides information about the activities of the City as a whole and presents an overall
view of the City’s finances.

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

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

Other Supplementary Information provides detailed information about the City’s funds.
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
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 Receipts, Disbursements and
Changes in Cash Balances reports information which helps answer this question.
The Statement of Receipts, Disbursements and Changes in Cash Balances 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.
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Fund Financial Statements

The City has two kinds of funds:

1) Governmental funds account for most of the City’s basic services.

These focus on how

money flows into and out of those funds, and the balances at year-end that are available for
spending. The governmental funds include: 1) the General Fund, 2) the Special Revenue
Funds, such as Road Use Tax and Urban Renewal Tax Increment, and 3) the Debt Service
Fund. The governmental fund financial statements provide a detailed, short-term view of the
City’s general government operations and the basic services it provides. Governmental fund
information helps determine whether there are more or fewer financial resources that can be

spent in the near future to finance the City’s programs.

The required financial statements for governmental funds include a statement of cash receipts,

disbursements and changes in cash balances.

2) Proprietary funds account for the City’'s Enterprise Funds. Enterprise Funds are used to
report business type activities. The City maintains four Enterprise Funds to provide separate
information for the Water Fund, Electric Fund, Sewer Fund and Telecom Fund considered to

be major funds of the City.

The required financial statements for proprietary funds include a statement of cash receipts,

disbursements and changes in cash balances.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of financial position. The City’s cash balance for
governmental activities increased from a year ago, from $806,485 to $811,590. The analysis that
follows focuses on the changes in cash balances for governmental activities.

Changes in Cash Basis Net Assets of Governmental Activities

Receipts and Transfers:

Program Receipts:
Charges fOr SEIVICE.......uuiii i et e e s

General Receipts
PrOPEIY TAX ..o itieiieieeiti ettt ettt et
Special Assessments
Tax Increment Financing Collections
Local Option SAIES TaAX ..vcccccuvireeeiiiiieeeiiiiees eerieeeeesnieeeeesnaeeee e
INtergoverNMEeNtal .........coovvuiiieiiiiiie e e e
Use of Money and Property
Licenses and Permits...................
Other General RECEIPLS ......coviviiieeiiiiiie e e
Sale of Capital ASSELS ....veeveiiiiiiee et e
Nt TrANSTEIS. .. .ei et s e ebee e

Total Receipts and Transfers

Disbursements:
Public Safety....
PUBIC WOTKS ...ttt et e
Health and Social SErVICES ..........uuviiiiiiiieieiiieeee e
Culture and ReCreation ...........cccuviviiiiiiiieeees e e
Community and Economic Development
General Government
Debt Service ......cccvvveeeeen.n.

(0= T o] r= U = (0] 1T ol (= O PSOPRRR
NEt TranSTErS OUL ........uuuiiiiiiiiiiiiii it e ceeenaaaaeees
Total Disbursements

Increase (Decrease) in Cash Basis Net Assets
Cash Basis Net Assets - Beginning of Year

Cash Basis Net Assets - End of Year

Year Ended June 30,

2006 2005
$ 118,724 $ 107,011
226,642 225,099
83,416 59,413
21,039 21,507
76,864 76,608
102,560 100,753
51,806 30,286
2,288 2,100
14,265 51,887
500 80,245

-0- 419,926

$ 698104 $ 1174835
$ 190,849 $ 198,757
144,941 141,432
3,750 3,750
87,839 75,097
1,651 1,000
68,662 63,849
73,863 113,649
38,312 421,454
83,132 -0-

$ 692999 $ 10180988
$ 5105 $ 155,847
806,485 650,638
$ 811590 $ 806485
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Changes in Cash Basis Net Assets of Business Type Activities

Year ended June 30,

2006 2005
Receipts:
Operating Receipts:
WWAEET ...ttt ettt et $ 188,482 $ 182,465
[T o1 1 [ 587,585 576,388
SN L= TN 100,549 93,090
TEIBCOM .ttt et e 110,379 101,907
INEEIEST. ...ttt e bbb . 35,945 30,380
= O = U 1Y 1= £ | o P 83,132 -0-
Total $ 1,106,072 $ 984,230
Disbursements:
Operating Disbursements:
WALET et e e $ 154,120 $ 103,002
EIBCIIC et e e 534,071 502,903
SN T 117,419 122,671
B =] [<ToTo ] 1 o 50 1,500
DEDE SEIVICE ...ttt ettt bt e e 258,822 254,689
Net TranSfers OUL .......ecoiviiiiiiiiiieiiees et e -0- 419,926
Total $ 1,064,482 $ 1,404,691
Net Change in Cash Balance $ 41,590 $ (420,461)
Cash Basis Net Assets - Beginning of Year $ 839,697 $ 1,260,158
Cash Basis Net Assets - End of Year $ 881,287 $ 839,697

INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS

As the City of Paullina completed the year, its governmental funds reported a combined fund balance
of $811,590, an increase of $5,105 over last year's total of $806,485. The following are the major
reasons for the changes in fund balances of the major funds from the prior year.

The General Fund cash balance decreased $114,509 from the prior year.

The Road Use Tax Fund cash balance increased by $80,156 during the fiscal year.

The Urban Renewal Tax Increment Fund cash balance decreased by $5,899 during the year.
The Debt Service Fund cash balance increased by $89,369 during the year.

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS
The Water Fund cash balance increased by $36,440 to $257,781

The Electric Fund cash balance decreased by $12,309 to $272,029.

The Sewer Fund cash balance decreased by $19,028 to $31,889.

The Telecom Fund cash balance increased by $36,487 to $319,588.
BUDGETARY HIGHLIGHTS

Over the course of the year, the City amended its budget once. The City had sufficient cash balances
to absorb these additional costs.
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DEBT ADMINISTRATION

A comparison of the City’s debt at June 30, 2006 to June 30, 2005 follows:
Year Ended June 30,

2006 2005

G.O. BONAS AN NOLES .....uuviiiiiieeeeeeee e et e e e e e eeaan $ 260,000 $ 305,000

Special ASSESSMENT NOLES.......uuiiiiiiiiiiiiee et et e 60,000 70,000

Sewer Revolving Loan NOtES .........cccviiiiiiiiei s st eerree e 98,000 144,000

Electric REVENUE NOLES .......ccooiiiiiiiiiiiiirieees e rrres e 890,000 960,000
Telecommunication:

REVENUE NOLES ...t e e 850,000 900,000

Total $ 2,158,000 $ 2,379,000

ECONOMIC FACTORS

The City is in the process of developing the business park, which it hopes will bring new business into
the City.

The Utilities are working with the commodity suppliers to stabilize the rates and lock in costs into 2010.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a
general overview of the City’s finances and to show the City’s accountability for the money it receives.
If you have questions about this report or need additional financial information, contact Sandy Fritz,
City Clerk, Paullina, lowa.
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CITY OF PAULLINA
Statement of Activities and Net Assets — Cash Basis

For the Year Ended June 30, 2006

Exhibit A

Net (Disbursements) Receipts and

--------- Program Receipts Changes in Cash Basis Net Assets-----------
Operating Grants,
Contributions,
Charges for and Restricted Governmental Business Type
Disbursements Service Interest Activities Activities Total
Functions / Programs:
Government Activities:
PUDBIC SAFELY. ..ot e e $ 190,849 % 44,631 -0- % (146,218) $ -0- (146,218)
Public Works.........ccoccvevvene . 144,941 71,024 94,107 20,190 -0- 20,190
Health and Social Services.. 3,750 -0- -0- (3,750) -0- (3,750)
Culture and RECIEALION.......c.uvieeiiee e et ees ceeeritie e e e e e e e e e saaes sraereeenareeeas 87,839 3,069 8,453 (76,317) -0- (76,317)
Community and Economic Development .............ccoovviieiiiiens coveenieeeeeee 1,651 -0- -0- (1,651) -0- (1,651)
General Government ..........ccceevvvveeeeiieeeenn e 68,662 2,288 -0- (66,374) -0- (66,374)
Debt Service............... . 73,863 -0- -0- (73,863) -0- (73,863)
(08 107 c= Yl = (] 1= ox =SSR 38,312 -0- -0- (38,312) -0- (38,312)
Total Governmental Activities $ 609,867 $ 121,012 102560 $ (386,295) $ -0- (386,295)
Business Type Activities:
RTA L= L= P TPTT $ 154,120 $ 188,482 -0- $ -0- $ 34,362 34,362
Sewer .. 169,453 100,549 -0- -0- (68,904) (68,904)
Electric ... 655,446 587,585 -0- -0- (67,861) (67,861)
B =1 =070 o O PUPSSR 85,463 110,379 -0- -0- 24,916 24,916
Total Business Type Activities $ 1,064,482 $ 986,995 -0- % -0- % (77.487) (77.487)
Total $ 1,674,349 $ 1,108,007 102,560 $ (386,295) $ (77.487) (463,782)
General Receipts:
Property Tax Levied For:
GBNEIAI PUMDOSES. ...t eutiitteteeiestee it et +eteettasteste e teeseesaeesseas +ebeesseasseaseasse et aeaseasseas Sseesseassesseenseesee b e eseeas Saseeseesasanseansenteesseaseens 2sbesseesaeansennsenses $ 220,626 $ -0- 220,626
Tax Increment Financing .. 21,039 -0- 21,039
Debt Service.........cc.cuenee. 6,016 -0- 6,016
(o Tor= @] 011 o] g IS T=1 (=T 1= O TR PP PUPPRTOPPPPRINS 76,864 -0- 76,864
UNPeStricted INTErEST ON INVESIMENTS ... ..iiiiiitii ittt ettt ettt st ete +hee e be e e bt e e bt e ah bt e ea bt e ns £ eabb e e be e et e e ea bt e eab e e abbe e £eenbeeebeeebeeaaneeanseenanee & 30,405 35,945 66,350
SPECIAI ASSESSIMEINES ... uteeitti ettt ettt etees et eite e ettt e sh bt e skt e ekt e e abee ottt eabeesaee e bs e e ohee e ket eabe Sateeehb e e ea bt e eR et e R et e R et eaE £ eabeeeRE Lo R et e b et e b e e e b e e en £eehbeenaneenaeeetee e 83,416 -0- 83,416
SAIE OF ASSEES ...ttt ettt ettt e et e e ettt e et b e e e et et e e e ahhtes Sheteeaateeeeateeee ekt eeeean feeeeatEeeeeanEeeeeabeeeeaaEee SaMkeeeeaabbeeeeaRaeeeeanneeee o eeeeateeeeaateneeeanneeeaanre on 500 -0- 500
IVHSCRITANEOUS ...ttt ettt ettt ae £kt e eeh bt e s ae e ettt e b et o b e e os £ e ea bt e eh et e as e e ohe e ea bt e oAbt e £eees b e e nhb e e b e e e abe e e b e e eabee beeahteensbeenbneebeeeneeanne e 35,666 -0- 35,666
B 10 ) (=] £ T OO TP VPOV PO VRTUPPROPRIO (83,132) 83,132 -0-
Total General Receipts and Transfers $ 391,400 $ 119,077 510,477
Change in Cash Basis Net Assets $ 5105 $ 41,590 46,695
Cash Basis Net Assets — Beginning of Year 806,485 839,697 1,646,182
Cash Basis Net Assets — End of Year $ 811590 $ 881,287 1,692,877
Cash Basis Net Assets
Restricted:
ST S ettt ettt ettt ettt ettt Seeeeeeeeeeeeeeeeeteeetetteeta—s etbetbantaata A aaeoeeeaeeeee Seeeeeeeetettettetetethaebhabhan hata i aaeeaeaaeeeeaeeaaaaaaes tereeees $ 336,151 $ -0- 336,151
Urban Renewal PUIPOSE.......c.uiiiiiiiieiiiiiies et e 12,740 -0- 12,740
Debt Service..........c.cuenee. 305,313 513,558 818,871
OLNEE PUIMPOSES ...ttt ettt ettt ettt e ekttt e e ettt ees hteeeaaabeeeaasbeeeeaaaeeeeaaas £eeaasbeaeanbeeeeaaseeeeonbeee Shkseeeaabbeeeeasnseeeansbeeeaas £eeeanbeeeesasnneessnnneas (32,142) -0- (32,142)
(80T C=TS] (4 o1 o [T T P PP PO P PP PPPOURPPRIN 189,528 367,729 557,257
Total Cash Basis Net Assets $ 811,590 $ 881,287 1,692,877
Qon nntac tn finanrial ctatamante Dana 7



CITY OF PAULLINA
Statement of Cash Receipts, Disbursements and Changes in Cash Balances
Governmental Funds
For the Year Ended June 30, 2006

Other Nonmajor

Exhibit B

Road Use Urban Renewal Debt Governmental
General Tax Tax Increment Service Funds Total
Receipts:
Property TaX ....occevveenieenieeenieenn e $ 171,812 % 0- % 0- % 6,016 $ 48,814 226,642
Tax Increment Financing Collections... -0- -0- 21,039 -0- -0- 21,039
Other City TaX......cooeeveeeieeiiieiieene e -0- -0- -0- -0- 76,864 76,864
LICeNSES aNd PEIMILS.....cc.uiiiiiiiiiieitie e et et e 2,288 -0- -0- -0- -0- 2,288
Use 0f MoNEY and PrOPEItY.........cuiiiuririiieiiienis sieeeniieesiee sttt sie crneeseeesnneas 38,359 -0- 1,062 11,650 735 51,806
Intergovenmental .............. 8,453 94,107 -0- -0- -0- 102,560
Charges for Services..... 118,724 -0- -0- -0- -0- 118,724
Special Assessments.... . -0- -0- -0- 83,416 -0- 83,416
MISCEIIANEOUS ...t ettt e e e e eibe e e e bt e e e e nae e e e e sanee oae 14,265 -0- -0- -0- -0- 14,265
Total Receipts $ 353901 % 94,107 $ 22,101 % 101,082 $ 126,413 697,604
Disbursements:
Operating:
PUDBIIC SAFELY ..ottt et et e st see e tee b feens $ 153,264  $ -0- % -0- % -0- % 37,585 190,849
PUDBIIC WOTKS ...t e ettt teees 130,837 13,951 -0- -0- 153 144,941
Health and Social Services . 3,750 -0- -0- -0- -0- 3,750
Culture and Recreation ............cccceeeeviieeenne 84,748 -0- -0- -0- 3,091 87,839
Community and Economic Development.... 1,651 -0- -0- -0- -0- 1,651
General Government...........cccoeevveeeeeenen. . 67,730 -0- -0- -0- 932 68,662
DIEDE SEIVICE. ..ottt ettt e ttee ettt sttt e e eeebeeateeanbeeeabeesteeaanes sreeaneeas -0- -0- -0- 73,863 -0- 73,863
CaPItAl PrOJECES .....veiiieieiiiee et ettt et e -0- -0- -0- -0- 38,312 38,312
Total Disbursements 441,980 13,951 -0- 73,863 80,073 609,867
Excess (Deficiency) of Receipts over Disbursements (88,079) 80,156 $ 22,101 27,219 46,340 87,737
Other Financing Sources (Uses):
Operating Transfers IN (OUL) .........ccveiiiieiieee e eeereeie s se e sre e eesreeseenns $ (26,930) $ -0- % (28,000) $ 62,150 $ (90,352) (83,132)
Sale Of Capital ASSELS.....ooiiiiiiiiiii e e s 500 -0- -0- -0- -0- 500
Total Other Financing Sources (Uses) (26,430) -0- (28.000) $ 62,150 (90,352) (82,632)
Net Change in Cash Balances (114,509) $ 80,156 (5,899) $ 89,369 (44,012) 5,105
Cash Balances — Beginning of Year 304,037 255,995 18,639 215,944 11,870 806,485
Cash Balances — End of Year $ 189,528 $ 336,151 $ 12,740 $ 305,313 $ (32,142) 811,590
Cash Basis Net Assets
Restricted:
DEDE SEIVICE ...ttt ettt ettt ee e bt e ete e b e e sbeeareaaane $ -0- % -0- % -0- % 305,313 % -0- 305,313
Unrestricted:
GeNEral FUNG......cc.viiiiiiiie e et e 189,528 -0- -0- -0- -0- 189,528
Special Revenue Fund . -0- 336,151 12,740 -0- 19,824 368,715
Capital ProjJECtS FUNG .......cveivieieiiecieiecis cteeie st sre e see sreeseesreesee e -0- -0- -0- -0- (51,966) (51,966)
Total Cash Basis Fund Balances $ 189,528 $ 336,151 $ 12,740 $ 305,313 $ (32,142) 811,590
See notes to financial statements Paae 8



Statement of Cash Receipts, Disbursements and

Operating Receipts:
Charges fOr SEIVICES. .....coouiiieiiiiie et et eaieeeeesebeaeaneaeee e
SAIES TAX..ei ittt e e
Refunds and Reimbursements...........ccoovviiieiiiies v e
(D=7 o111 = F OO U PP UOPPRTRPP
MiISCEIIANEOUS ...t et et one
Total Operating Receipts

Operating Disbursements:
Business Type Activities:
PErSONAl SEIVICES .....cciiiiiiiiiiii e ettt eeebie e e e e e e sabe e e e e
Contractual Services.....
Economic Development ...........cccceeveviiieenines e
Purchased Current............
Services and Commodities..
SAUIES TAX ettt ettt ettt e e bbbttt eeaneean
DepOoSit REFUNGS ......ooiiiiiiiiiiie s ittt cee e e e ebe e sanes
Total Operating Disbursements

Excess (Deficiency) of Operating Receipts
Over Operating Disbursements

Non-Operating Receipts (Disbursements):
Debt Service................. .
Interest on Investments

Total

Excess (Deficiency) of Receipts over Disbursements
Operating Transfers In (Out)

Net Change in Cash Balances

Cash Balances — Beginning of Year

Cash Balances — End of Year

Cash Basis Fund Balances
Reserved for DEeDt SEIVICES .......cccuuviiiiiiii et et eree e e
L8] T £=7=T VT USRS
Total Cash Basis Fund Balances

See notes to financial statements

CITY OF PAULLINA

Changes in Cash Balances
Proprietary Funds
For the Year Ended June 30, 2006

Exhibit C

Water Electric Sewer Telecom Total

$ 167,161 $ 562,221 92,568 $ 110,379 $ 932,329

11,136 19,518 873 -0- 31,527

9,582 3,150 7,108 -0- 19,840

-0- 2,226 -0- -0- 2,226

603 470 -0- -0- 1,073

$ 188,482 $ 587,585 100,549 $ 110,379 $ 986,995

$ 48,854 % 122,895 50,912 % 0- % 222,661

19,636 34,219 41,046 -0- 94,901

-0- 80 -0- -0- 80

-0- 286,469 -0- -0- 286,469

74,546 67,693 24,587 -0- 166,826

11,084 19,690 874 50 31,698

-0- 3,025 -0- -0- 3,025

$ 154,120 $ 534,071 117,419 $ 50 $ 805,660

$ 34,362 $ 53,514 (16.870) $ 110,329 $ 181,335
$ 0- % (121,375) (52,034) $ (85,413) $ (258,822)

9,278 13,529 1,567 11,571 35,945
$ 9,278 (107,846) (50,467) (73.842) $ (222,877)
$ 43,640 (54,332) (67,337) 36,487 % (41,542)

(7,200) 42,023 48,309 -0- 83,132

$ 36,440 $ (12,309) (29,028) $ 36,487 % 41,590

221,341 284,338 50,917 283,101 839,697

$ 257,781 $ 272,029 31,889 $ 319588 $ 881,287

$ 43,666 $ 298,691 48,113 % 123,088 % 513,558

214,115 (26,662) (16,224) 196,500 367,729

$ 257,781 $ 272,029 31,889 $ 319588 $ 881,287
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CITY OF PAULLINA
Notes to Financial Statements
June 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The City of Paullina is a political subdivision of the State of lowa located in O'Brien County. It was first incorporated in
1883 and operates under the Home Rule provisions of the Constitution of lowa. Te 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, recreation, public improvementand general

administrative services. The City also provides water, sewer, and electrical utilities for its citizens.

A. Reporting Entity

For financial reporting purposes, City of Paullina has included all funds, organizations, account groups,
agencies, boards, commissions and authorities. The City has also considered all potential component
units for which it is financially accountable, and other organizations for which the nature and
significance of their relationship with the City are such that exclusion would cause the City's financial
statements to be misleading or incomplete. The 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 impose its will on
that organization or (2) the potential for the organization to provide specific benefits to, or impose
specific financial burdens on the City. The City of Paullina has no component units.

B. Basis of Presentation

Government-wide Financial Statements - The Statement of Activities and Net Assets reports
information on all of the 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.

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 constraints placed on net asset use are either
externally imposed or imposed by law through constitutional provisions or enabling
legislation.

Unrestricted net assets consist of net assets that do not meet the definition of the
preceding category. Unrestricted net assets often have constraints on resources
imposed by management, which can be removed or modified.

The Statement of Activities and Net Assets demonstrates the degree to which the direct
disbursements 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 operational or capital requirements of a particular function. Property tax and
other items not properly included among program receipts are reported instead as general
receipts.

Fund Financial Statements — Separate financial statements are provided for governmental
funds and proprietary funds. Major individual governmental funds and major individual
enterprise funds are reported as separate columns in the fund financial statements. All
remaining governmental funds are aggregated and reported as nonmajor governmental funds.
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CITY OF PAULLINA
Notes to Financial Statements
June 30, 2006

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 not allocated by law or contractual agreement to some other fund are
accounted for in this fund. From the fund are paid the general operating disbursements,
the fixed charges and the capital improvement costs that are not paid from other funds.

Special Revenue:

The Road Use Tax Fund is used to account for road construction and
maintenance.

The Urban Renewal Tax Increment Fund is used to account for urban renewal
projects financed by tax increment financing.

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

The City reports the following major proprietary funds:

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

The Sewer Fund accounts for the operation and maintenance of the City’'s waste water
treatment and sanitary sewer system.

The Electric Fund accounts for the operation and maintenance of the City’s electric system.
The Telecom Fund accounts for the operations of the telecom system.

C. Measurement Focus and Basis of Accounting

The City of Paullina 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.

Proprietary 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. Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required Supplementary
Information.

NOTE 2 - CASH AND POOLED INVESTMENTS:

The City's deposits at June 30,2006 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 th
depositories to insure there will be no loss of public funds.
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CITY OF PAULLINA
Notes to Financial Statements
June 30, 2006

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

The City had no investments at June 30,2006; however the City's time deposits were as follows:

Certificates of Deposit $ 603,203

NOTE 3 - BONDS AND NOTES PAYABLE:

Annual debt service requirements to maturity forGeneral Obligation Bonds and Notes, revolving loan fund loans, special
assessment notes and Revenue Capital Loan Notes are as follows:

Year General Obligation Revolving
Ending Bonds and Notes Loan Fund
June 30 Principal Interest Principal Interest
2007 $ 50,000 $ 12,293 $ 48,000 $ 4,106
2008......ccccvviiniene 55,000 10,040 50,000 2,095
2009......ccciiiiiiine 55,000 7,510 -0- -0-
2010, 55,000 4,930 -0- -0-
2011, 15,000 2,295 -0- -0-
2012, 15,000 1,545 -0- -0-
2013, 15,000 780 -0- -0-
2014, -0- -0- -0- -0-
2015, -0- -0- -0- -0-
2016.....cccoviiiiine. -0- -0- -0- -0-
TOTAL $ 260,000 $ 39,393 § 98,000 §$ 6,201
Electric Revenue
Year Special Assessment Capital Loan Notes
Ending Capital Loan Issued 2-1-01
June 30 Principal Interest Principal Interest
2007 $ 10,000 $ 3125 $ 70,000 $ 47,475
2008......ccccvviiniene 10,000 2,650 75,000 43,940
2009......cccoiiiinienne 10,000 2,150 80,000 40,115
2010, 10,000 1,635 80,000 35,995
2011, 10,000 1,105 85,000 31,835
2012, 10,000 560 90,000 27,330
2013 -0- -0- 95,000 22,515
2014 -0- -0- 100,000 17,385
2015, -0- -0- 105,000 11,935
2016.....ccccviiiiinn, -0- -0- 110,000 6,160
TOTAL $ 60,000 $ 11,225 §$ 890,000 $ 284,685
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CITY OF PAULLINA
Notes to Financial Statements
June 30, 2006

Telecommunications
Revenue Capital

Year Loan Notes
Ending Issued 4-1-04 Total
June 30 Principal Interest Principal Interest
2007 ... $ 55,000 $ 33937 $ 233,000 $ 100,936
2008.....ccceeeeeeeeins 55,000 32,563 245,000 91,288
2009.....ccoeeeeeeis 55,000 30,995 200,000 80,770
2010....ccciieeeeeeiins 55,000 29,235 200,000 71,795
2011 .. 60,000 27,338 170,000 62,573
2012, 60,000 25,117 175,000 54,552
2013 65,000 22,777 175,000 46,072
2014, 65,000 20,145 165,000 37,530
2015....ccieieeeees 70,000 17,415 175,000 29,350
2016....cccceeeeeeees 70,000 14,405 180,000 20,565
2017 i 75,000 11,290 75,000 11,290
2018.....ccceeeeeeees 80,000 7,840 80,000 7,840
2019, 85,000 4,080 85,000 4,080
TOTAL $ 850,000 $ 277,137 $ 2,158,000 $ 618,641

NOTE 4 - PENSION AND RETIREMENT BENEFITS:

The City contributes to the lowa Public Employees Retirement System (IPERS) which is a costsharing 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, P.O. Box 9117, Des Moines, lowa, 50306-9117.

Most regular plan members are required to contribute 3.70% of their annualcovered salary and the City is required ©
contribute 5.75% of annual covered payroll Contribution requirements are established by State statute. The City's
contribution to IPERS for the years ended June 30, 2006, 2005, and 2004 were $12,931, $11,288, and $13,627,
respectively, equal to the required contributions for each year.

NOTE 5 - COMPENSATED ABSENCES:

City employees accumulate a limited amount of earned but unused vacation hours for subsequent use or for payment
upon termination, retirement or death. These accumulations are not recogiized as disbursements by the City until used
or paid. The City's approximate liability for earned compensated absences payale to employees at June 30, 2006 is as
follows:

Type of Benefit Amount
Vacation $ 3,061

This liability has been computed basedon rates of pay as of June 30, 2006.

As sick leave is not payable upon termination, retirement or death, the minimum accumulated sick leave is not presented
as part of these financial statements.

NOTE 6 - RISK MANAGEMENT:

The City of Paullina 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. Settled claims from these risks have not exceeded commercial insurance coverage in any of the past three
fiscal years.
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CITY OF PAULLINA
Notes to Financial Statements
June 30, 2006

NOTE 7 — TELECOMMUNICATIONS PROJECT:

On May 2, 1999 the City of Paullina entered into a JointPublic Improvement agreement with other communities in
O'Brien County, under Chapter 28E of the Code of lowa, to acquire property and construct facilities to provide
telecommunication services to the cities. Each party is responsible for retiring its pation of the debt incurred. The

Community Cable Television Agency of O'Brien County is controlled by a jointly appointed Board of Directors and is
operated apart from the City’s operations. The financial information for the Community Cable Television Ageay is not

included in the City’s financial statements.

NOTE 8 — INTERFUND TRANSFERS:

The detail of interfund transfers for the year ended June 30, 2006, is as follows:

Fund Transfers In Transfers Out
General $ 64,997 $ 91,927
Debt Service 62,150
Urban Renewal — TIF 28,000
Emergency 4,786
Local Option Sales Tax 76,864
Capitol Projects 8,702
Water 7,200
Electric 91,927 49,904
Sewer 48,309

$ 267,383 $ 267,383

NOTE 9 — DEFICIT BALANCE:

The Capital Projects fund had a deficit of $51,966 at June 30, 2006. The deficit balance was a result of project
costs incurred prior to availability of funds. The deficit will be eliminated through tax receipts.
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City of Paullina
Budgetary Comparison Schedule
of Receipts, Disbursements, and Changes in Balances

Budget and Actual (Cash Basis)- All Governmental Funds and Proprietary Fund

Receipts:
PrOPEIY TaX ...oeeieiiiiiiiieieee et
Tax Increment Financing Collections... .
Other City TaX.....coovveeeriireesieeecieeens
Licenses and Permits.........

Use of Money and Propernty..........coocueeeiiiieiesniee e sieee e

INtErgovernNMENtal..........ccveviiieeeeeiiie e
Charges for Service...
Special Assessments.

MISCEIIANEOUS .......evveeiiiieecieee et e e e seae s e e

Total Receipts

Disbursements:
PUDIC Safely....ccciiiiiee et
PUDIIC WOTKS.....ccii oot
Health and Social SErVICES.........cccveveeeiiiiiiiiiee e
Culture and Recreation.............cccveevcvveeenns
Community and Economic Development...
General Government....
Debt Service..............
Capital Projects.............
BusiNess Type ACHIVItIES........ueiiiiiiiieiiiee e
Total Disbursements

Excess (Deficiency) of Receipts Over Disbursements

Other Financing Sources, Net..........ccccvvcieeeeiiiie e

Excess (Deficiency) of Receipts and Other Financing
Sources Over Disbursements and Other Financing Sources......

Balances — Beginning of Year

Balances — End of Year

See accompanying independent auditor’s report

Required Supplementary Information
Year Ended June 30, 2006

Governmental Proprietary Less Funds Final to
Funds Funds Not Requiredto ~ —mmeeeee] Budgeted Amounts------------ Net
Actual Actual be Budgeted Net Original Final Variance

$ 226,642 $ -0- $ -0- $ 226,642 $ 225,105 $ 225,105 $ 1,537
21,039 -0- -0- 21,039 16,000 16,000 5,039
76,864 -0- -0- 76,864 70,801 70,801 6,063
2,288 -0- -0- 2,288 2,195 2,195 93
51,806 35,945 -0- 87,751 54,163 54,163 33,588
102,560 -0- -0- 102,560 100,313 100,313 2,247
118,724 986,995 -0- 1,105,719 1,023,915 1,023,915 81,804
83,416 -0- -0- 83,416 66,750 66,750 16,666
14,265 -0- -0- 14,265 23,350 23,350 (9,085)
$ 697,604 $ 1,022,940 $ -0- $ 1,720,544 $ 1,582,592 $ 1,582,592 $ 137,952
$ 190,849 % 0- 8 0- 8 190,849 % 226,132  $ 226,132 % 35,283
144,941 -0- -0- 144,941 158,354 158,354 13,413
3,750 -0- -0- 3,750 4,000 4,000 250
87,839 -0- -0- 87,839 108,184 116,184 28,345
1,651 -0- -0- 1,651 1,000 2,000 349
68,662 -0- -0- 68,662 78,059 78,059 9,397
73,863 -0- -0- 73,863 73,913 73,913 50
38,312 -0- -0- 38,312 204,000 204,000 165,688
-0- 1,064,482 -0- 1,064,482 1,137,049 1,178,949 114,467
609,867 1,064,482 $ 0- 8 1,674,349 1,990,691 2,041,591 367,242
87,737 (41,542) $ -0- 46,195 (408,099) $ (458,999) $ 505,194
(82,632) 83,132 -0- 500 204,500 204,500 (204,000)
$ 5,105 $ 41,590 $ -0- $ 46,695 $ (203,599) $ (254,499) $ 301,194
806,485 839,697 -0- 1,646,182 1,345,034 1,345,034 301,148
$ 811590 $ 881,287 $ 0- 3 1692877 $ 1141435 $ 1,090535 $ 602,342
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CITY OF PAULLINA
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION -
BUDGETARY REPORTING
JUNE 30, 2006

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 Council 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 function level, not by fund. During the year, a budget amendment increased
budgeted disbursements by $50,900. The budget amendment is reflected in the final budgeted
amounts.
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Receipts:

Property TaXES......oocouviiiiiiieei et e e

Other City TaX.....oovvvveriunnennn

Use of Money and Property..........ccccoeeeeeieeieas eeenieee e

Total Receipts

Disbursements:
Operating:

PUDIIC Safely ... e e

Public Works

Culture and RECIeatioN ..........eeevuvieeiiiieeeiis ceriieeeeseeee e
General GOVEINMENT.........cciciiiiiiieee e e et e e e e e e e
Capital ProJECES.......ccooviiiiieiiieiiieis et e

Total Disbursements

Excess (Deficiency) of Receipts Over Disbursements

Other Financing Sources (Uses):

Transfers IN (OUL).......c.uei it e

Net Changes in Cash Balances
Cash Balances — Beginning of Year

Cash Balances — End of Year

Cash Basis Fund Balances
Unreserved:

Special Revenue FUNAS..........cooiiiiiiiiieiis e
Capital Project FUNG...........ccoooviiiiiiiieiis e

Total Cash Basis Fund Balances

See notes to financial statements

CITY OF PAULLINA
Statement of Cash Receipts, Disbursements and
Changes in Cash Balances
Nonmajor Governmental Funds
Year Ended June 30, 2006

Schedule 1

Local
Employee Option Capital
Emergency Benefits Sales Tax Projects Total

.............................. $ 4703 % 44,111 $ -0- % -0- 48,814

-0- -0- 76,864 -0- 76,864

83 607 -0- 45 735

$ 4786 $ 44718 $ 76864 $ 45 126,413

.............................. $ -0- % 37585 % -0- % -0- 37,585

-0- 153 -0- -0- 153

.............................. -0- 3,091 -0- -0- 3,091

-0- 932 -0- -0- 932

-0- -0- -0- 38,312 38,312

0- $ 41,761 $ 0- $ 38,312 80,073

$ 4786 % 2957 % 76,864 % (38,267) 46,340
(4,786) -0- (76.864) (8,702) (90,352)
$ 0- % 2957 % 0- % (46,969) (44,012)

-0- 16,867 -0- (4,997) 11,870

$ 0- $ 19,824 $ 0- $ (51.966) (32,142)

.............................. $ -0- % 19,824 % -0- % -0- 19,824
............................. -0- -0- -0- (51,966) (51,966)
$ 0- $ 19,824 $ 0- $ (51.966) (32,142)
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Schedule 2
CITY OF PAULLINA

Statement of Indebtedness
Year Ended June 30, 2006

Amount Balance Issued Redeemed Balance Interest
Date of Interest Originally Beginning During During End Interest Due and
Obligation Issue Rates Issued of Year Year Year of Year Paid Unpaid
General Obligation Notes:
Essential Corporate Purpose May 1, 1999 4.10-4.75% $ 340,000 $ 190,000 $ -0- $ 35000 $ 155000 $ 8,768 $ -0-
Essential Corporate Purpose June 1, 2003 3.60-5.20% 135,000 115,000 -0- 10,000 105,000 5,520 -0-
Special Assessment Notes:
Street Improvements June 1, 2002 3.75-5.60% $ 93,000 $ 70,000 -0- $ 10000 $ 60,000 $ 3575 $ -0-
Revolving Loan Fund:
Sewage Treatment Works February 13, 1999 4.19% $ 418,000 $ 144000 $ -0- $ 46000 $ 98000 $ 6034 $ -0-
Electric Revenue:
Capital Loan Notes February 1, 2001 4.70-5.60% $1,200,000 $ 960,000 -0- $ 70,000 $ 890,000 $ 50975 -0-
Telecommunications
Revenue Capital Notes April 1, 2005 1.80-4.80% $ 950,000 $ 900,000 $ -0- $ 50000 $ 850,000 $ 35012 $ -0-

See accompanying independent auditor’s report.
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Year
Ending
June 30

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

See accompanying Independent Auditor's Report.

City of Paullina

Bond and Note Maturities

June 30, 2006

Special Assessment

Revolving Loan

Schedule 3

Telecommunications

General Obligation General Obligation Capital Loan Capital Loan Electric Revenue Revenue Capital
Capital Loan Notes Street Project Street Improvement Sewage Treatment Capital Loan Notes Loan Note
Issued 5-1-99 Issued 6-1-02 Issued 6-1-02 Issued 2-13-99 Issued 2-13-99 Issued 4-1-04
Interest Interest Interest Interest Interest Interest
Rates Amount Rates Amount Total Rates Amount Rates Amount Rates Amount Rates Amount
4.55% $ 35,000 4.40% $ 15,000 $ 50,000 4.75% $ 10,000 4.19% $ 48,000 5.05% $ 70,000 2.50% $ 55,000
4.60% 40,000 4.60% 15,000 55,000 5.00% 10,000 4.19% 50,000 5.10% 75,000 2.85% 55,000
4.65% 40,000 4.80% 15,000 55,000 5.15% 10,000 - - 5.15% 80,000 3.20% 55,000
4.75% 40,000 4.90% 15,000 55,000 5.30% 10,000 5.20% 80,000 3.40% 55,000
- - 5.00% 15,000 15,000 5.45% 10,000 5.30% 85,000 3.70% 60,000
5.10% 15,000 15,000 5.60% 10,000 5.35% 90,000 3.90% 60,000
5.20% 15,000 15,000 - - 5.40% 95,000 4.05% 65,000
- - - 5.45% 100,000 4.20% 65,000
5.50% 105,000 4.30% 70,000
5.60% 110,000 4.45% 70,000
- - 4.60% 75,000
4.70% 80,000
4.80% 85,000
$ 155,000 $ 105,000 $ 260,000 $ 60,000 $ 98,000 $ 890,000 $ 850,000
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CITY OF PAULLINA
SCHEDULE OF RECEIPTS BY SOURCE AND DISBURSEMENTS BY FUNCTION -
ALL GOVERNMENTAL FUNDS

FOR THE LAST FOUR YEARS

Schedule 4

See accompanying independent auditor’s report.

2006 2005 2004 2003
Receipts:
Property TaX .....ccceeeeeeeeeereciecie e $ 226,642 $ 225,099 $ 211,872 $ 228,905
Tax Increment Financing Collections............. 21,039 21,507 17,614 -0-
Other City TaX . .ccouoverreeeeiieeeeiees e e 76,864 76,608 73,613 74,835
Licenses and PermitS..........ccceeeeeiivieeeeeivinecens 2,288 2,100 3,624 761
Use of Money and Property .........cccccceeeeennneee. 51,806 30,286 21,065 25,822
Intergovernmental ...........ccccceeeiviiiiee s eee e, 102,560 100,753 103,234 116,254
Charges for SEerviCes ........coovvvveeiiiiinieeeen e, 118,724 107,011 96,680 88,145
Special ASSESSMENTS......ccovvivieeeeiiiiieieee e 83,416 59,413 75,451 86,484
MiIsSCellan@ouUS ...........eeevivieiieiee e e, 14,265 51,887 60,055 40,925
Sale of Capital ASSetS........cccuveeeeeriiiiiiieeeeeee. 500 80,245 -0- -0-
Total $ 698,104 $ 754,909 $ 663,208 $ 662,131
Disbursements:

Operating:
Public Safety ......cccceevviiiiiice e, $ 190,849 $ 198,757 $ 228,346 $ 161,320
Public WOrKS ......vvvieeeiieiiiiiieeeeeeeeee i, 144,941 141,432 203,043 184,518
Health and Social Services ..........ccccc....... 3,750 3,750 3,750 -0-
Culture and Recreation ............cccvveeeeeene. 87,839 75,097 80,087 76,330
Community and Economic Development . 1,651 1,000 -0- 8,801
General Government............ceeeeeeevveeeeennn. 68,662 63,849 67,830 61,439
DEDt SEIVICE ...uvvviiiiiieieiiieiieeeeeeeee e 73,863 113,649 117,557 91,368
Capital Projects........cccccevvivvieee i e 38,312 421,454 -0- 9,994
Total $ 609,867 $ 1,018,988 $ 700,613 $ 593,770
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CITY OF PAULLINA

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS
AND CHANGES IN CASH BALANCE

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2006

Schedule 5

GENERAL LIBRARY TOTAL
Receipts:
o701 4 Y I PR T $ 171,812 $ -0- $ 171,812
Licenses and PermitS..........ccccuuiiiiiieie it et veeeeeans 2,288 -0- 2,288
Use of Money and Property:
INMEEIESE ..t s et 16,210 748 16,958
21,401 -0- 21,401
-0- 1,953 1,953
-0- 6,500 6,500
Charges for Service:
(=T o =T 1= TSRS 71,024 -0- 71,024
Fire Service 8,425 -0- 8,425
Ambulance ...... 36,206 -0- 36,206
Library Fees -0- 3,069 3,069
Miscellaneous:
Reimbursements and Refund .............cccocoiiiiiiiiees v 9,439 -0- 9,439
Donations and Grants -0- 1,997 1,997
MISCEIIANEOUS.........viiiiieiiie et s e 2,829 -0- 2,829
Total Receipts $ 339,634 $ 14,267 $ 353,901
Disbursements:
Public Safety:
POJICE . e e $ 99,411 $ -0- $ 99,411
i 31,385 -0- 31,385
22,468 -0- 22,468
Public Works:
SOl WESEE ...ttt et e 61,415 -0- 61,415
Airport 4,950 -0- 4,950
Street MaiNtENANCE ......cccuviiiieiieeiieeiies et e 55,519 -0- 55,519
Y1 =T o ] ) £ SRS 7,453 -0- 7,453
Traffic Safety ................... 1,500 -0- 1,500
Health and Social Services 3,750 -0- 3,750
Culture and Recreation:
[ To (=T Vi (o] o [P UUPPRN 12,000 -0- 12,000
Parks............ 11,676 -0- 11,676
Cemetery... 5,000 -0- 5,000
LiDrary ... e, 25,368 30,704 56,072
Community and Economic Development ..........coccevvveriiinieen eviieennne. 1,651 -0- 1,651
General Government:
MaYOr — COUNCIL ...eeiiiiiiiiiiiie et e eree e 11,739 -0- 11,739
CILY ClIETK. .ottt e et 19,563 -0- 19,563
Professional Services... 12,078 -0- 12,078
Election ......cccccceeveinnnns 941 -0- 941
General . 9,623 -0- 9,623
City Hall .o e e 13,786 -0- 13,786
Total Disbursements 411,276 30,704 441,980
Excess (Deficiency) of Receipts over Disbursements (71,642) $ (16,437) $ (88,079)
Other Financing Sources (Uses):
Sale of Capital Assets.... 500 -0- 500
Transfers IN (OUL) ...oeeioieie e riee et e e e e e crreeeennneeeees (46,060) 19,130 (26,930)
Net $ (117,202) $ 2,693 $ (114,509)
Cash Balances — Beginning of Year 270,690 33,347 304,037

Cash Balances — End of Year

Cash Basis Fund Balances:
Unreserved:
General Fund

$ 153488 $ 36040 $ 189,528

$ 153488 $ 36040 $ 189,528
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DAVID A. MASKE

Certified Public Accountant

110 West 4th Street — Suite # 105 712/262-6087
P.O. Box 1297 (fax) 712/262-6089
Spencer, IA 51301 maskecpa@ncn.net

Independent Auditor’s Report on Internal Control over Financial Reporting
and on 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

City of Paullina

Paullina, lowa

| have audited the accompanying financial statements fo the governmental activities, business type activities, each major fund and
the aggregate remaining fund information of the City of Paullina, lowa, as of and for the year ended June 30, 2006, which
collectively comprise the City’s basic financial statements listed in the table of contents and have issued my report thereon dated
August 25, 2006. My report expressed an ungualified opinion of the financial statements which were prepared in conformity with an
other comprehensive basis of accounting. | conducted my audit in accordance with U.S. generally accepted auditing standards and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Internal Control Over Financial Reporting

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

A material weakness is a condition in which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned
functions. My consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal
control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also
considered to be material weaknesses. However, of the reportable conditions described above, | believe item 06-I-A is a material
weakness. Prior year reportable conditions have been resolved except for item 06-1-A.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Paullina’s financial statements are free of material
misstatement, | performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, non-compliance
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 my audit and, accordingly, | do not express such an opinion.
The results of my tests disclosed no instances of non-compliance that are required to be reported under Government Auditing
Standards. However, | noted certain immaterial instances of non-compliance that are described in Part Il of the accompanying
Schedule of Findings.

Comments involving statutory and other legal matters about the City’s operations for the year ended June 30, 2006 are based
exclusively on knowledge obtained from procedures performed during my audit of the financial statements of the City. Since my
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.

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 Paullina and other parties whom the City of Paullina may report. This report is not intended to be and should not be used by
anyone other than these specified parties.

| would like to acknowledge the many courtesies and assistance extended to me by personnel of the City of Paullina during the
course of my audit. Should you have any questions concerning any of the above matters, | shall be pleased to discuss them with
you at your convenience.

DD A NMeske o

DAVID A. MASK
Certified Public Accountant

August 25, 2006
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CITY OF PAULLINA
SCHEDULE OF FINDINGS
FOR THE YEAR ENDED JUNE 30, 2006

PART | - FINDINGS RELATED TO THE GENERAL PURPOSE FINANCIAL STATEMENTS:

INSTANCES OF NON-COMPLIANCE:

No matters were noted.

REPORTABLE CONDITIONS:

06-1-A

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. The cash
receipts listing, bank deposits and the posting of the cash receipts to the cash receipts journal are all
done by the same person.

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

Conclusion — Response accepted.

PART Il - OTHER FINDINGS RELATED TO STATUTORY REPORTING:

06-11-A
06-11-B
06-11-C
06-11-D
06-1I-E
06-1I-F
06-11-G
06-11-H
06-11-1

Certified Budget — Disbursements during the year ended June 30, 2006 did not exceed the amounts
budgeted.

Questionable Disbursements — | noted no disbursements that did not meet the requirements of public
purpose as defined in the Attorney General’'s Opinion dated April 25, 1979.

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

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

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
adequate for current operations.

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

Revenue Notes - The City was in compliance with the requirements of its revenue notes.

Deposits and Investments - | noted no instances of noncompliance with the deposit and investment
provisions of Chapters 12B and 12C of the Code of lowa and the City’s investment policies.

Financial Condition —The Capital Projects Fund had a deficit balance of $51,966 at June 30, 2006.

Recommendation - The City should consider alternatives to eliminate this deficit.
Response — The deficit will be eliminated through the receipt of tax revenues.

Conclusion - Response accepted.
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