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NEWS RELEASE

FOR RELEASE

Hunzelman, Putzier & Co., PLC today released an audit report on the City of Early, Towa.

The City's receipts totaled $503,304 for the year ended June 30, 2006, and included $119,738 in property
tax; $199,898 from charges for services; $76,840 from operating grants, contributions and restricted interest;
$48,615 from capital grants, contributions and restricted interest; $28,983 from franchise taxes; $8,487 from local
option sales tax; $9,045 from unrestricted investment earmings; and $11,698 from other general receipts.

Disbursements for the vear totaled $424,768 and included $117,138 for public safety, $76,813 for public
works, and $39,542 for general government. Also, disbursements for business type activities totaled $147,409.

This report contains recommendations to the City Council and their indicated responses o the
recommendations.

A copy of the audit report is available for review in the office of the Auditor of Siate and the City Clerk's

office.
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Independent Auditor's Report

To the Honorable Mayor and
Members of the City Councit
Early, fowa

We have audited the accompanying financial stalements of the governmental activities, the business type
activities, each major fund, and the aggregate remaining fund information of City of Early, lowa, as of and for the
vear 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. Our responsibility is to
express opinions on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auvditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasopable 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 staternent presentation. We believe that our audit provides a reasonable basis for our opinions.

As described in Note 1, these financial statements were prepared on the basis of cash receipts and
dishursements, which is a comprehensive basis of accounting other than (L8, generally accepted accounting
principles. Also, as permitted by the Code of Towa, the accounting records of the City have not been audited for
all prior years. Accordingly, we were unable to satisfy ourselves as to the distribution by fund of the total fund
balance at Fuly 1, 20035,

In our opinion, except for the effects of such adjustments, if any, as might have been determined to be
necessary had we been able to verify the distribution by fund of the total fund batance at July 1, 20085, as discussed
in the preceding paragraph, the financial stalements referred to above present fairty, in all material respects, the
respective cash basis financial position of the governmental activities, the business type activities, each major
fund, and the agaregate remaining fund information of City of Early, 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
deseribed in Note 1,

In accordance with Government Auditing Standards, we have also issued our report dated July 25, 2006, on
our cousideration of City of Early’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts, grant agreements, and other matters. The purpose of that report
is to describe the scope of our testing of intemal control over financial reporting and compliance and the results of
that testing, not to provide an opinion on internal controt over financial reporting or compliance. That report 15 an
integral part of an audit performed in accordance with Government Auditing Standards and should be considered
in assessing the results of our audit.




Management's Discussion and Analysis and budgetary comparison information on pages 6 through 11 and
23 through 24 are not required parts of the basic financial statements, but are supplementary information required
by the Governmental Accounting Standards Board. We have applied certain imited procedures, which conststed
principally of inquiries of management regarding the methods of measurement and prosentation of the required
supplementary information. We did not audit the information and express no opinion on it.

Our audit was conducted for the puwrpose of forming opinions on the financial statements that cotlectively
comprise City of Farly’s basic financial statermnents, Other supplementary information included in Schedules ]
through 4, is presented for purposes of additional analysis and is not a required part of the basic financial
statements, Such information has been subjected to the auditing procedures applied in our audit of the basic
financial statements and, in our opinion, is farrly stated in afl material respects in relation to the basic financial

staterments taken as a whole.
- S ?
H Wm.wrﬂm;wm) \ f/ m;é:’?xm) s~ Lp,

Tuly 23, 2006



MANAGEMENT'S DISCUSSION AND ANALYSIS

City of Early provides this Management’s Discussion and Analysis of its financial stateraents, This narrative
overview and analysis of the financial activities is for the fiscal yvear 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’s governmental activities were $308,887 for the year ended June 30, 2006, and included
$119,738 in property taxes, $120,432 in intergovernmental receipts, and $44,614 in other city taxes.

Diisbursements of the City’s governmental activities were $277,359 for the year ended June 30, 2606, and
included $117,138 for public safety, $76.813 for public works, $39,542 for general government, and
$30,925 for culture and recreation.

The City’s total cash basis net assets increased 21%, or approximately $79,000, from June 30, 2005, to
June 30, 2006. Of this amount, the assets of the governmental activities increased approximately $32.000

and the assets of the business type activities increased by approximately $47.000.

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 staterents and provides an analytical
overview of the City’s financial activities.

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

The Fund Financial Statemenis tell how governmental services were financed in the short term as well as
what remains for future spending. Fund financial statements report the City’s operations in more detail than

the government-wide 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 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 nonmajor governmental and
proprietary 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 pavable, 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 i mind the limitations resulting from the use of the cash basis of accounting.

£



REPORTING THE CITY'S FINANCIAL ACTIVITIES

Government-wide Financial Staternent

One of the most important guestions asked about the City’s finances 1s, ““Is the City as a whole better off or worse
off as a result of the year’s activities?” The Statement of Activities and Net Assets reports information which
helps answer this question.

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

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

Governmental Activities include public safety, pubiic works, culture and recreation, conumunity 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, and solid waste services, These activities are financed
primarily by user charges.

Fund Financial Statements

The City has two kinds of funds:

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
Lunds include: (13 the General Fund, (2) the Special Revenue Funds, such as Road Use Tax and
Employee Benefits, (3) the Debt Service Fund, {4) the Capital Projects Fund, and (5) the Permanent
Funds. The governmental fund financial statements provide a detailed, short-term view of the City’s
general governument 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 reguired financial statement for governmental funds is a statement of cash receipts, disbursements, and
changes in cash balances.

2.

Proprietary funds account for the City's Enterprise Funds. Esterprise Funds are used to report business
type activitics. The City maintains five Enterprise Funds to provide separate information for the water,
sewer, solid waste, recycle, and utility deposit funds. The water, sewer, and solid waste funds are
considered to be major funds of the City,

The required financial statement for proprietary funds is 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 analysis that follows focuses on the
changes in cash balances for govermmental activities.

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

Year Ended Jone 30,

2006
Receipts and transfers:
Program receipts:
Charges for service $ 9
Operating grants, contributions and restricted inferest 77
Capital grants, contributions and restricted interest 49
General receipts:
Property tax 120
Local option sales tax 9
Unrestricted interest on investments 2
Franchise faxes 29
Utility excise taxes 7
Sate of asscts 2
Other general receipts 2
Transfers, net 3
Total receipts and transfers 30y
Disbursements:
Public safety 117
Public works 77
Culture and recreation 31
General government 40
Debt service 13
Total disbursements 278
Increase in cash basis net assets 31
Cash basis net assets beginning of year 178
Cash basis net assets end of year $200

The City’s total receipls and transfers for governmental acltivities were approximately $309,000 for June 30, 2006,
compared to $251,000 from June 30, 2003,

The cost of all governmental activities this year was $278,000. However, as shown in the Statement of Activities
and Net Assets on pages 12-13, the amount taxpayers ultimately financed for these activities was only $143,000
because some of the cost was paid by those directly benefited from the programs ($10,000) or by other
governments and organizations that subsidized certain programs with grants, contributions, and restricted interest
($125,000). The City patd for the remaining “public benefit” portion of governmental activities with
approximately $120,000 in tax (some of which could only be used for certain programs) and other receipts, such
as interest and general entitlements.



GOVERNMENT-WIDE FINANCIAL ANALYSIS - (Continued)

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

Year Ended June 30,

2006
Receipts:
Program receipts:
Charges for service:
Water 58N
Sewer 42
Solid waste 42
Consumer deposit 3
Recycle 15
General receipts:
Usnrestricted interest on investmenits 1
Total receipts 197
Disbursements and {ransfers:
Water 53
Sewer 34
Solid waste 43
Consumer deposit 2
Recycle 15
Transfers 3
Total disbursements and transters 150
Increase in cash basis net assets 47
Cash basis net assets beginning of vear 199
Cash basis net assets end of vear 5246

Total business type activities receipts for the fiscal year were $197,000 compared to $192,000 Iast year. Total
dishursements and transfers for the fiscal year decreased by $12,000 1o a tofal of $150,000; primarily due to a
decrease in disbursements in the water utility fund.

INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS

As City of Early completed the vear, its governmental funds reported a combined fund balance of
F209.483, an increase of $31,528 from last year's total of $177,955. 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 increased 516,709 from the prior vear to $46,644. This increase was
prirearily due to franchise fees charged on natural gas and eleciricity. Because of a law suit in Polk County
that is on-going, these funds are in question. Until the law suit is settled, none of these funds will be spent.

The Road Use Tax Fund, which accounts for road construction and maintenance, cash balance decreased by
$9,026 to 541,643, This decrease was primarily due to additional road maintenance being done the past fiscal
year and the purchase of a new mower,

The Employee Benefits Fund, which accounts for taxes received to be used solely for emplovee payroll taxes
and health insurance, cash balance increased $4,218 to $12,478. Tt had been anticipated that workmen’s
compensation premivms would go up substantially this vear. That did not happen. However, they have now
gone up in the new {iscal yvear, so this cash balance will be reduced.



INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS - (Continued)

The Capital Projects Fund, which accounts for resources used in the acquisition and construction of capital
facilities, cagh balance increased by $10.663 to $63,619 primarily because of the FEMA grant received
through Homeland Security for new turn-out gear for the fire department.

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

The Water Fund, which accounts for the operation and maintenance of the City’s water system, cash balance
increased by $37.642 to $144,315, due primarily to the receipt of charges for water usage. The rates were
increased in 2004 in anticipation of building a new water tower. The City has applied for a Community
Development Block Grant the past three years but has been unsuccessful in being awarded any funds,

The Sewer Fund, which accounts for the operation and maintenance of the City’s sewer system, cash balance
increased by $%,982 to $87,150. Sewer rates were increased at the same time that the water rates were
increased. Sewer rates had not been increased since 1970

The Solid Waste Fund, which accounts for the operation of the City’s solid waste collection and disposal
system, cash balance decreased by $852 to $6,731. A new contract was negotiated with the hauler this year

with higher rates paid to him. To date the City has not passed that increase on to the residents.

BUDRGETARY HIGHLIGHTS

Over the course of the year, the City amended its budget two times. The first amendment was approved on

May 2, 2006, and resulied in an increase of $54,829 in receipts and $46,978 in disbursements. The increased
receipts were from the Local Option Sales Tax going into effect in January and the FEMA grant received for the
fire department turn-out gear. The increased disbursements were for the fire department turn-out gear and a new
computer. However, the new computer wasn’t purchased until the new fiscal year.

The second amendment was approved on May 25, 2006, to provide for $14,750 of additional disbursements m
certain City departments. This amendment was to cover the increased fuel and heating costs, vehicle repairs,

garage door openers for the shop, additional street maintenance, and snow plow and street sweeper Tepaus.

DEBT ADMINISTRATION

At June 30, 2006, the City had approximately 876,300 in notes, compared to approximately $84,200 last year, as
shown below,

June 39, 2006

Creneral obligation notes
The Constitution of the State of Towa limits the amount of general obligation debt cities can issue 10 5% of the

assessed value of all taxable property within the City’s corporate limits. The City’s outstanding general
obligation debt of §76,500 is significantly below its constitutional debt limit of $580,000.

10



FCONOMIC FACTORS

The City has struggled for many years with decreasing income due largely to the roll back of taxable valuation on
residential property and increasing costs of operation. The City has been doing its best 1o maintain the highest
fevel of service possible for the community.,

Because of increased education requirements for police officers, it is almost impossible to hire part time police
officers, Therefore, this past spring the City has contracted with the Sac County Sheriff’s Depariment to provide
caverage for Early when the police chief is off duty. This is paid on a per call basis.

Tn the spring the City received notice from the fowa Department of Natural Resources (DNR) that it is in violation
of the discharge permit for its sewer lagoons. The City is unable fo hold the lagoons for 180 days and 18 now
under an Administrative Consent Order from the DNR. Kuebl and Payer have been interviewed and hired to do a
preliminary study of the entire sewer system. Following this study a meeting will be held with an engineer from
the DNR to determine the best course of action. From there a plan and time frame will be established for the
necessary work to be done. The City hopes to be able to apply for a Community Development Block Grant to
help with some of the funding for this work. This project will take a number of years to be completed because of
time frames that are required for grant applications, approval of plans by the DNR, the advertising and receiving
of bids, the approval of contracts, and the actual construction. The cost of this project will be substantial and will
have an impact on all citizens of the community.

Because the City is now nnder a mandate from the INR for the sewer system improvements to meet federal
stundards, the City has shelved the building of a new water tower for the time being. The water tower is kept in

good repadr, even though it 1s 96 years old.

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. } there are
guestions about this report or additionat financial information Is needed, contact Sharon Irwin, City Clerl, P.O.
Box 411, Early, lowa, 50335,



CITY OF EARLY

STATEMINT OF ACHIVITIES AND NET ASSETS - CASH BASIS

Functions/Programs:

Governmental activities:

Public safety
Public works

Culture and recreation
Commuynity and economic development

General govermment
Debt service

Toial governmental activities

Business Lype activitics:

Water

Sewer

Sodid waste
Coensumer deposit
Recyeie

Total bustness type activities

Toial

General Recelpts:

Broperty fax levied fon

General purposes
Debt service
Local option sales tax

Unrestricied intorest on mvestments

Franchize taxes
Liility excise taxes
Rale ofassels
Miscollaneous
Transiers

Total general receipts and transfers
Change in cash basis aet assgig

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

Exhibit A
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ASQE 2 g 06
Net {Dishursements) Receipis and
Program Receipts Changes in Cash Basis Net Assels
{iperating Capital
Grants, {irants,
Coniributions, Contributions, Busipess
Charges for  and Restricted  and Restricted  Governmental Type

Dishursements STViE intgrest interest Activities  Activities Total
K 117,138 % 2389 % it37 3 47,838 8 (55540 % § {55,340
76,813 3226 30,654 777 {22,156} - {22,156)
30,925 3,740 15,013 - (12,8703 - {12,170}
189 - - - {189} - {189)
39,542 - - - {39,342} - {39,542
12,752 - - - {12.7573 - {12733}
277,359 5,335 76,840 48,613 {142 349} - (142,349}
53,040 88,037 - - - 34,997 34,997
34,520 42,394 - - 7,874 7.874
42,757 41,636 - - - (Lioly (1,101
2,087 2,950 - - - 863 863
15,065 15,306 - - - 301 301
147,409 190,343 - - - 42934 42934
$ 424768 S 199898 § 76,840 § 48,613 {142 349} 42,934 (99415
167.467 - 107,467
12,271 - 12,271
£.487 - 8,487
1,971 7074 G045
28983 - 28,983
7,144 - 7.144
2,250 - 2,250
2,304 - 2,304

3,000 {3,000} -
173.877 4074 177,951
31,528 47 008 78,536
177,958 193,865 376,850
3 206483 § 245963 % 435386
{Continued)



CHY OF EARLY
STATEMENT OF ACTIVITIES AND NET ASSETS - CASH BASIS

Exhibit A
AR OF AND POR THE YEAR ENDED JUNE 30, 200

{Continoed}

Net {Disbursements) Receipts and

Program Receints Changes in Cash Basis Net Assets
Operating Capital
{iranis, Grents,
Contributions, Coniributions, Business
Charges for  and Restricted  and Restricted  Govermmental Tvpe
Dishursements  Servics Interest Interest Activities Acilvities Toal
Cash Basis Net Assets
Restricted:
Sireels $ 41,643 & . §  41.643
Diebt service 1,586 - 1,386
{hier purposes 55,991 - 35991
Utvestricted 110,263 245,603 356,166
Total cush basis net agsets § 209481 5 245903 § 433386

See notes 1o financial statements.
i3
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GOVERMMENT Exhibit B
ASQF AND FORTHE YEAR LEQ&DJM;,“ 006
Special Revepue
Road  Emplovee Capial
General Use Bepefits  Projects  Nonmajor Taodal
Receipis:
Property taxes % 673067 § - § 382337 & - g 130974 § 119738
(ther city tax 33,008 - 2,291 - 9,314 44,614
Licenses and penoils 3350 - - - - 3350
Use of money and property 2,313 - 118 2,087 284 4,822
intergovermnenial 22.662 30,654 - 47,116 - 120,432
Charges for service 4525 - - - - 4,025
Miscellaneons 6,206 - - - 50 5,436
Total receipts ’ 139,252 50,654 406,666 49,203 23,822 303,637
Tusbarsements:
Publie salety 74,200 - - 42,938 - 117,138
Public works 17,133 59,680 - - - 78,813
Cyhure and recreation 30,623 - ~ - 300 30,925
Community and economic development 189 - - - - 189
CGeneral government 34,146 - - - 5,396 355472
Debs service . - - - 12752 12,752
Total disbursements 136,293 54 680 - 42 3% 18,448 277,359
Fxeess (deficiency) of receipts over disbursements {17.001) (90267 40,666 6,265 3374 26,278
Oiher {inancing sources {uses):
Salc of capital assets - - 25 - 2350
Operating transfers in 15,858 - - 2148 5,400 43,406
Operating fransfers out (2.4 - {36448y - (1.810y {40,406}
Toial other financing sources (uses} 33710 - {36448y 4,393 3,590 3,250
Net change in cash balances 16,709 {5,026} 42318 14663 8,964 31,528
{ash balances beginning of vear 23935 53,669 8260 529355 36,135 177,933
Cash balances end of year $ 46644 % 41643 § 12478 E63619 & éiﬂ%’ $ 209,483
Cash Basis Fund Balances
Unreserved:
General § 464644 5 - 3 5 - 3 - % 46644
Special revenue - 41,643 12,4758 - 21217 75,338
Capiial projects - - . 63,618 - 53619
Dcht service - - - - 1,588 1,586
Permanent - - " - 22296 22,296
Total cash basts fund balances L 46644 § 41843 5 12478 563819 % 45099 5 209483

See notes to financial statementis.
14



Operating Receipts:
Charges for service

STATEMENT OF ¢

CITY OF EARLY
AND CHANGES IN CASH BALANCES

Operating Dishursements:
Business type activiies

Excess (deficiency) of operating receipts

over operating dishursements

Non-gperating receipts:
Interest on investments

Excess (deficiency) of receipts

over disbursements

Operating transfers

out

Net change in cash balances

Cash balances beginning of year

Cash balances end of vear

Cazh Rasis Fund Balances

Unreserved

PROPRIETARY FUNDS Exhibit C
ASOF ANDFOR THE YEAR ENDED JUNE 30, 2006
Sohid

$ 88,037 542394 $41,656 % 183256 5190343
53,044 34,520 42 757 17,092 147,409
34,997 7874 (1,10%) 1,164 42,934

4,145 2,608 249 72 7,074

39,142 10,482 {852) 1,236 50,008
(1,500) (1,300 - - (3,000)
37,642 8,9%2 (832) 1,236 47,008
106,673 78,168 7,583 6,471 198 8063
$144,318  $ 87180 & 8,721 § T $245 903
$144.315 $ 87,150 $ 6,731 $ 7,707  $245,403

See noies to financial statements,
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CITY OF EARLY
NOTES TO FINANCIAL STATEMY
JUNE )

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

City of Early is a political subdivision of the State of Towa located in Sac County. 1t was first incorporated
in 1882 and operates under the Home Rule provisions of the Constitution of Towa. The City operates under
the Mayor-Council form of government with the Mayor and Council Members elected on a non-partisan
basis. The City provides numerous services to citizens including public safety, public works, culture and
recreation, connmunity and economic development, and general government services., The City also
provides water, sewer, and solid waste services for its citizens.

Al

B.

Reporting FEntity

For financial reporting purposes, City of Farly has included all funds, organizations, agencies, boards,
commissions, and authorities. The City has also considered all potential component units for which it
is financially accountable, and other organizations for which the nature and significance of their
relationghip with the City are such that exclusion would cause the City's financial staterents to be
misleading or incomplete. The Governmental Accounting Standards Board has set forth criteria to be
considered in determining financial accountability. These criteria inchude appointing a voting majerity
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 has no component units which mect the Governmental
Accounting Standards Board criteria.

Jointly Governed Organizations

The City participates in several jointly governed organizations that provide goods or services to the
citizenry of the City but do not meet the eriteria of a joint venture since there is no ongoing financial
interest or responsibilify by the participating governments. City officials are members of or appoint
members to: Sac Counfy Assessor’s Conference Board, Sac County Joint E911 Board, Sac County
Landill Commission, and Sac County Hmergency Management Cominission,

Basis of Presenfation

Government-wide Financial Statement - 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
mterfund 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 Assels presents the City™s nonfiduciary net assets. Net assets
are reported in two categories:

Restricied net assets result when constraints placed on net asset use are cither 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 constrainis on resources impossd by management,
which can be removed or modified.
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CITY OF EARLY
NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

B,

Basis of Presentation - (Continued)

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 appheants 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 10 meeting the operational or capital requirements
of a particular function. Property tax and other items pot properly included among program receipts are
reporied 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 non-major governmental fonds.

The City repotts the following major governmental funds:

The General Fund is the geneval 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 Employee Benefits Fund is used to account for taxes received to be used solely for

employee payroll taxes and health insurance.

The Capital Projects Fund is utilized to account for all resources used in the acquisition and
construction of capital facilitics with the exception of those financed through Enterprise Funds.

The City reports the following major proprietary funds:
The Water Fund accounts for the operation and maintenance of the City’s water system.

The Sewer Fund accounts for the operation and maintenance of the City’s waste water trealment
awd sanitary sewer systent.

The Solid Waste Fund accounts for the operation and mainienance of the City’s wasle
management system.

Measurement Focus and Basis of Accounting

City of Early maintains its financial records on the basis of cagh receipts and disbursements, and the
financial statements of the City are prepared on that basts, The cash basis of accounting does not give
effect to accounts receivable, accounts payable, and accrued tems. Accordingly, the financial
statements do not present financial position and resuits of operations of the funds in accordance with
U5, generally accepted accounting principles.
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CITY OF FARLY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES - (Continued)

C. Measurement Focus and Basis of Accounting - (Continued)

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 defimition are reported as non-operating receipts and disbursements.

. Budpgets apd Budeetary Accouniing

'The budgetary comparison and related disclosures are reported as Required Supplementary
Information. During the vear ended June 30, 2006, disbursements exceeded the amount budgeted in the
culture and recreation function.

CASH AND INVESTMENTS

The City's deposits in banks at June 30, 2006, were entively covered by federal depository insurance or by
the State Sinking Fund in accordance with Chapter 12C of the Code of fowa. This chapter provides for
additional 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 obligations of the United States government, its
agencies and instrumentalities; certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the City Council; prime eligible bankers acceptances: certain high rated
commercial paper; perfected repurchase agreements; certain registered open-end management investment
companies; cerlain joint investment trusts; and warrants or improvement certificates of a drainage district.

The City had investments in the Iowa Public Agency Investment Trust which are valued at an amortized cost
of $367,767 pursuant to Rule 2a-7 under the Investment Company Aet of 1940,

be expended in the current budget year or within 135 months of receipt) in instruments that mature within 357
days. Funds not identified as operating funds may be invested in investments 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 investment in the Towa Public Agency nvestment Trust is unrated.

The City had no investments meeting the disclosure requirernents of Governmental Auditing Standards
Board Statement Number 40.

NOTHS PAYABLE

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

Year Ending Gieneral Obligation Notes
June 30, Principal Interest
2007 § 7,700 $ 4,603
2008 7,100 4,139
2009 7,700 3.676
2010 7,100 3,213
2011 7,700 2,750
2012-2016 ‘ 6799

Total $23,180




CITY OF EARLY
NOTES TO FINANCIAL STATEMENTS

PENSION AND RETIREMENT BENEFITS

The City contributes to the Towa Public Eraployees Retirement System (IPERS) which is a cost-sharing
muitiple-emplover 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,
Towa, 50306-9117.

Most regular plan members are required to contribute 3.70% of their annual covered salary and the City is
required to contribute 5.75% of covered salary. Certain employees in special risk occupations and the City
contribute an actuarially determined contribution rate. Contribution requivements are established by State
statute. The City’s contribution to IPERS for the year ended June 30, 2006, was 56,010, equal to the
required contribution for the year,

COMPENSATED ABSENCES

City employees accumulate a limited amount of earped but unused vacation 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 payable to employees at
June 30, 2006, primarily relating to the General Fund, is as follows:

Type of Benefit Amount
Vacation $3,700

This Hability has been computed based on rates of pay in effect at June 30, 2006,

INTERFUND TRANSFERS

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

Transfer to Transfer from Amount

Grencral Special Revenue:
Emplovee Benefiis $31,048
Emergency 1,810

Enterprise:

Water 1,500
Sewer 1.500

Special Revenue: Special Revenue:
Employee Hospital Deductible Emplovee Benefits 5,400

Capital Projects:

Fire Equipment General

Transfers generally move resources from the fund statusorily required to collect the resources to the fund
statutorily required to disburse the resources.



CITY OF FARLY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006

SERVICE AGREEMENTS

The City has an agreement with Rudd Sanitation and Recyeling for refuse collection and hauling of solid
waste and recyclable materials. Payments under this agreement were $35,751 for the year ended June 3¢,
2006.

RISK. MANAGEMENT

The City is a member in the Jowa Communities Assurance Pool, as allowed by Chapter 670.7 of the Code of
fowa, The Towa Communitics Assurance Pool (Pool) is a local government risk-sharing pool whose 531
mernbers include various governmental entities throughout the State of lowa. The Pool was formed in
August 1986 for the purpose of managing and funding third-party liability claims against its members. The
Pool provides coverage and protection in the following categories: general liability, automobile liability,
automobile physical damage, public official’s liability, police professional liability, property, inland marine,
and boiler/machinery. There have been no reductions in insurance coverage {rom prior years.

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

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

The City's property and casuaity contributions to the risk pool are recorded as disbursements from s
operating funds at the time of payment to the risk pool. The City's annual contributions 1o the Pool for the
year ended June 30, 2006, were $17,621.

The Pool uses reinsurance and excess risk-sharing agreements to reduce its exposure to large losses. The
Pool retains general, automobile, police professional, and public officials’ Hability risks up to $350,000 per
claim. Claims exceeding $350,000 are reinsured in an amount not to exceed $2,650,000 per claim and
$5,000,000 in aggregate per year. For members requiring specific coverage from $2,000,000 to
$10,0600,000, such excess coverage is also reinsured. Property and automobile physical damage risks are
retained by the Pool up to $100,000 cach occurrence, each location, with excess coverage reinsured on an
individual-member basis.

The Pool's intergovernmental contract with its members provides that in the event a casualty claim or series
of claims exceeds the amount of risk-sharing protection provided by the member’s risk-sharing certificate, or
in the event that a series of casualty claims exhausts total members' equity plus any reinsurance and any
excess rigk-sharing recoveries, then payment of such claims shall be the obligation of the respective
individual member. As of June 30, 2006, settled claims have not exceeded the risk pool or reinsurance
coverage since the Pool’s inception.
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CITY OF EARLY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2006

RISK MANAGEMENT - (Continued)

Members agree to continue mesbership in the Pool for a period of not Jess than one full year. After such
period, a member who has given 60 days' prior written notice may withdraw from the Peol. Upon
withdrawal, payments for all claims and claims expenses become the sole responsibility of the withdrawing
member, regardless of whether a ¢claim was incurred or reported prior to the member's withdrawal. Members
withdrawing within the first six years of membership may recetve a partial refund of their capital
contributions. If a member withdraws after the sixth vear, the member is refunded 100 percent of its capital
contributions, However, the refund is reduced by an amouat equal to the annual operating confribution
which the withdrawing member would have made for the one-year period following withdrawal.

The City also carries commercial insurance purchased from other insurers for coverage associated with
workers compensation. The City assumes liability for any deductibles and claims in excess of coverage
limitations. Settled claims resulting from these risks have not exceeded comimercial insurance coverage in
any of the past three fiscal years.

INTERGOVERNMENTAL AGREEMENT

The City entered into an agreement with Sac County Solid Waste Agency, in accordance with Chapter 28E of
the Code of Iowa, to provide for the disposal of solid waste. For the year ended June 30, 2006, $8,517 was
paid for landfill fees pursuant (o the agreement.

State and federal laws and regulations require the Agency to place a final cover on its landfiil site when it
stops accepting waste and to perform certain maintenance and monitoring functions at the site for thirly years
after closure, The costs to the Agency for compliance with these requirements have been estimated at
$732,414 according to the Agency’s latest audit report available which was {or the year ended June 30, 2003.

The Agercy has begun to accunmulate resources 10 fund these costs and, at June 30, 2005, assets of $132,977
are restricted for these purposes,
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COY QFEARLY

BUDGETARY COMPARISON SCHEDULE OF RECEIFTS DISBURSEMENTS

AND CHANGES [N BALANCES -
BUDGET AND ACTUAL(CASH BASIS) - ALL GOVERNMENTAL
FUNDS AND PROPRIETARY FUNDS

REGUIRED SUPPLEMUNTARY INFORMATION

Recelipts:
Property tax
Other eily fax
Livense and permits
Use of money and property
Intergovernmental
Charges for service
Miscellaneous
Total receipls

Dishursements:
Public safoty
Fublic works
Culutre and reereation
Comiunity and evonomic development
CGeneral government
Debt service
Business tvpe activitics

Total disbursements
Excess {deficiency) of receipts over dishursements
Cher {inancing sources (uses), net

Excess {deficiency) of receipts and other financing
over disbursements and viher financing vses

Balances, beginaing of year

Balances, end of year

YEAR ENDED JUNE 30, 2006

Fipal
Governmental  Proprietary o
Funds Funds Budgeted Amounts Total
Actual Agrpal Total Qriginal Eipal Yariance
s 119,738 % - $ 119738 3118910 S$1iE919 § 218
44614 . 44,6i4 27314 41314 3,300
3,350 - 3,550 2.040 2040 1,310
4,832 7074 11,886 1,995 1,945 9,901
126,432 - 1200437 71.832 12,661 T,
4025 190,343 194,368 164,200 164,200 30,188
6,450 - 6,458 2,550 2,550 3,906
303,637 197417 501054 3EERGY 443 679 57,373
117,138 - 117,138 72,803 119,981 2,843
76.813 - 76,813 TAL396 81246 4433
30825 - 30,923 34,523 30,523 (402
i85 - 18G 230 236 &l
39,347 - 38,340 47,710 0,910 $1.368
12,752 - 12,752 12,828 12,828 76
- 147 409 147,409 181,739 134,239 36,830
277359 147,409 424768 418249 479977 55,208
26,278 30,008 T6,2%6 {29,389y {36,298 112,584
5253 {3,000 2,250 - - 2z
sourees
31,528 47008 78,536 393997 {356,29%; 114,834
177855 198895 376.850 278048 354804 22045
% JO9483 0§ 245903 § 435386 5248649 E318306 % 134,880

See accompanying independent auditor's report.
pany

.
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CUEY OF EARLY
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 Fuad
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. 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. 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 reguired to be budgeted include
disbursements for the General Fund. the Special Revenue Funds, the Debt Service Fund, and the Proprietary
Funds. Although the budget document presents function disbursements by fund, the legal level of control 1s
at the aggregated function level, not by fund. During the year, two budget amendments increased budgeted
disbursements by $61.728. The budget amendments are reflected in the final budgeted amounts.

During the year ended June 30, 2006, disbursements exceeded the amount budgeted in the culture and
recreation function.
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CITY OF BARLY

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS

@ﬁiﬁ%}.ﬁm‘}; CASL{BAL&CLS
NONMAIE GOVERNN
ASOF AND FOR THE zhz_&,& EN E.}i:\!w

Schedule |

Special Revenue Permanent
Emplovee Local Library Cemetery  Summer Fublic
EMT Hospital Option  Emergency Fxpendable  Debt Parpetual Recrestion  Library
Training  Deductible SalesTax  Fund Frust Servige Carg Trog Frust Tonal
Receipts:
Propeily tax s - 8 - § - § 1,m3 % ~ g1221n 8 - $ § - § 139574
Other city tag - - 8,487 161 - 726 - - - 2,314
Use of money and property 22 33 28 6 144 81 - - - 284
Miscellancous - - - - - - 230 - - 230
Total receipis 22 33 8,515 1,810 144 13048 250 - - 23822
Disbursemenis!
Public works - - - - - - . - - -
Cyultere and recreation - - - - 300 - - . . 300
" Gengeral government - 5,396 - - - - - - - 396
Tiebi service - - - - - 12,752 - - - 12,752
Total dishursements - 3358 - - 00 12,752 - - - 18,448
Faeess {(deficiency) of revenues
over expenditures 22 {5,383% 83518 1,810 {155} 296 230 - - 3,374
Other financing sources (uses):
Operating transfers in - 5,400 - - - - - - 5400
Operating transfers out - - - {1310y - ~ - - - {LB1D)
Tota! other financing sourges {uses) - 5,400 - {1.810) ~ - - - - 3,590
et change in cash balances 22 37 83515 - {156} 296 250 - - 8,964
{Cash balances heginning of year 2429 6,294 - - 876 1,290 13446 2500 6,130 36,115
Cash balances end of year £ 2431 & 6321 % 8315 § 0 - $ 3920 S 138 0§ 1349 3 2300 § 6100 5 43090
Cash Basis Fund Balaoces
Unreserved:
Special Revenue $ 2451 % 6331 § 8315 3 - $ 34520 & - 8 - 5 - § - § 21z
Debit service - - - - - 1,586 - - - 1,386
Permanent - - - - - - 13090 2,500 6,100 32,296
Total cash basis fund balances § 2451 % 6331 % BSIZ § - $ 3020 3 1,586 % 13696 § 2300 3 6100 3 45099

See acvompanying mdependent suditor's report.
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CIEY QF EARLY

S IAT EMFNT QF ( /\S}-{ RL& E TS, DISBURSEMENTS

AS OF AND FOR ﬂﬁm‘;ﬁi &&L&XM“! TUN,E WELLAQQQ

Operating receipts:
Charges for service

Operating disbursements:
Business type activities

Excess of operating receipts
over operating disbursements

Non-operating receipts;
Interest on investments

Net change in cash balances
Cash balances beginning of year
Cash balances end of year

Cash Basis Fund Balances
Unreserved

Couswumer

Schedule 2

Deposit  Recyele Totat
S 2850 % 15306 & 182356
2,087 15,003 17,092
863 301 1,164
- 7 72
863 373 1,236
3,780 2691 6,471
8 4643 %8 31064 % 7,707
$ 4643 % 3064 3 7,707

See accompanying independent auditor's report.
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CITY OF EARLY
SCHEDULE OF INDEBTEDNESS Schedule 3
YEAR ENDED JUNE 30, 2006

Amount Ralance Issued Redeemed Balance Interest
Date of Inrerest  Originally Bepinning  During During End Of  Interest  Dugand
Issue Rate Issued Qi¥ear  Yesr Year Year Paid inpaid
General Obligation Notes:
Culvernt and sewer improvement December 20, 2600 6.00%  § 115000 § 24200 § - $ 7700 % 76300 & 5052 % -

See accompanying independent aaditor's report.

28



CITY OF FARLY
NOTE MATURITIES Schedule 4
JUINE 30, 2006

General Obligation
Cutvert and Sewer
lmprovermnent

Year Ending Interest
June 30, Rates Amount
2007 6.00% % 7,700
2008 6.00 7,700
2009 6.00 7,700
2010 6.00 7,700
2011 6.00 7,700
2012 6.00 7,100
2013 6.00 7,760
2014 6.00 7,700
2015 6.00 7,700
2016 6.00 7,200

S 16500

See accompanying independent auditor's report.
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Independent Auditor's Renort on Internal Control over Financial Reporting
and on Compiiance and Ciher Matiers Based on an Audit of
Financial Statements Performed in Accordance with Governunent Auditing Standards

To the Honorable Mavor and
Members of the City Council
Farly, Towa

We have audited the accompanying financial statements of the governmental activities, the business type
activities, each major fund, and the aggregate remaining fund mformation of City of Easly, Towa, as of and for the
year ended June 30, 2006, which collectively comprise the City’s basic financial statements Hsted in the table of
contents, and have issued our report thereon dated July 25, 2006, Qur report on the financial statements, which
were prepared in conformity with an other comprehensive basis of accounting, expressed a gualified opinion since
we were unable to satisfy oursclves as to the distribution by fund of the total fund balance ar July 1, 2003,

Except as noted in the Independent Auditor’s Report, we conducted our sudit in accordance with U8,

Audsting Standards, issued by the Comptroller General of the United States,

Internal Control Over Financial Reporting

In planning and performing our audit, we cossidered City of Early’s internal control over finencial reposting
in order to determine our auditing procedures for the purpose of expressing our opinions on the financial statements
and not to provide an epinion on the internal control over financial reporting. However, we noted a cortain matter
involving the infernal control over financial reporting and its operation that we consider to be a reportable
condition. Reportable conditions tnvolve matters coming {0 our attention relating to significant defictencies in the
design or aperation of the internal control over financial reporting that, in our judgment, could adversely affect City
of Early™s ability to record, process, summarize, and report financial data consistent with the assertions of
management in the financial stetements. The reportable condition is described in Part T of the accompanying
Schedule of Findings.

A material weakness is a reportable condition in which the design or operation of one or more of the internal
countrol components does not reduce to 2 relatively fow fevel the risk that misstatements cansed by error or fraud in
amounis that would be material in relation to the financial statements being audited mav occur and not be detecied
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 all reportable
conditions that are also considered to be material weaknesses. However, we believe the reportable condition
described above is a material weakness.



Compliance and Other Matiers

As part of obtaining reasonable assurance about whether City of Early’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of faws, regulations, and
contracts, noncompliance with which could have & direct and material effect on the determination ot financial
statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.
However, we noted certain immaterial instances of noncompliance or other matters 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 hased exclusively on knowledge obtained from procedures performed during owr audit of the financial
statements of the City. $ince our audit was based on tests and samples, not all transactions that might have had an
impact on the comments were necessarily andited. The comments involving statutory and other legal matters are
not intended to constitute legal interpretations of those statutes.

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

We would fike to acknowledge the many courtesics and assistance extended to us by personnel of City of

Farly 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.

D fi‘?@t«;&/ﬁm)%ﬁpi

July 25, 2006



CITY OF EARLY
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 20, 2006

Part I Findings Related {o the Financial Statements:

INSTANCES OF NONCOMPLIANCE:
No matters were noted.
REPORTABLE CONDITIONS:
[-A-06  Segregation of Duties - One important aspect of internal control is the segregation of duties
among employvees to prevent an individual employee from handling duties which are

incompatible. We noted that bank deposits, opening mail, recording receipts and disbursements,
checks and payroli preparation, and bank reconciliations are all handled by one individual.

Recommendation - We realize that with a limited number of employecs, 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 are reviewing our controf procedures but with only one person on staff this is
difficult. Although there are more people who pay cash in the Clerk’s office now, the Clerk 15
instructed to not keep a lot of cash on hand. Deposits are to be made in a timely manner.

Part 1: Other Findines Related to Statutory Reporting:

[-A-06  Certified Budget - Disbursements during the vear ended June 30, 2006, exceeded the amount
budgeted in the culture and recreation function. Chapter 384.20 of the Code of towa states m part
that public monies may not be expended or encumbered except under an annual or continuing
appropriation.

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

Response - The Council had amended the budget twice in the fiscal year but there were more
funerals and burial costs at the cemetery, plus increased maintenance costs and higher fuel costs.

Conclusion - Response accepied.

1I-B-06  Questionable Disbursements - We noted no dishursements that may not meet the requirements ol
public purpose as defined in an Attorney General's opinion dated April 25, 1979,

N-C-06  Travel Expense - No dishursements of City money for travel expenses of spouses of City
rAVe y money ; 3
officials or employees were noted.
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CITY OF EARLY
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2006

Part 1 Other Findings Related to Statutory Reporting: (Continued)

[1-D-06

1I-E-06

I1-F-06

11-G-006

I-H-06

II-1-06

Rusiness Transsctions - No business transactions between the City and City officials or employees
were noted.

statutory provistons. The amount of coverage should be reviewed annually to insure that the
coverage is adequate for current operations.

Council Minutes - No transactions were found that we believe should have been approved in the
Council minutes but were not. However, the published minutes did not contain a list of claims and
the purpose as required by an Attorney (General’s opinion dated April 12, 1978.

Recommendation - Published minutes should contain a tist of all approved claims and the purpose
of the claim.

purpose of the claims.
Conclusion - Response accepted.

Deposits and Investments - We noted no instances of non-compiiance with the deposit and
investment provisions of Chapter 128 and 12C of the Code of lowa,

Flectronic Check Retention - Chapter $541D.1 14 of the Code of Towa allows the City to retain
cancelled checks in an electronic format and requires retention in this manner to include an image
of both the front and back of each cancelled check. The City retains cancelled checks through
electronic image, but does not obtain an image of the back of each cancelled check as required.

Recommendation - The City should obtain and retain an image of both the front and back of each
cancelled check as reguired,

Response - The bank is now sending us an image of both the tront and back of ali cancelled checks.
Conclusion - Response accepted.

Excess Balances - The following funds have balances at June 30, 2006, in excess of one year’s
expenditures:

Special Revenue - EMT Training
- Employee Hospital Deductible
-« Local Option Sales Tax
- Library Expendable Trust

Capital Projects - Equipment Replacement
- Fire Truck Reserve
- Storm Sewer Reserve



CITY OF EARLY
SCHEDULE OF FINDINGS
YEAR ENDED IUNE 30, 2006

Part II: Other Findings Related to Statutory Reporting: (Continued)
H-1-06  Excess Balances - (Continued)

Recommendation - While it appears that these funds may have an excessive balance, this can
usually be justified if the City has a specific plan for future expenditures. The City should
consider the necessity of mainfaining these substantial balances and, where financially feasible,
congider reducing the balances in an orderly manner through revenue reductions.

Respouse - Special Revenue - The EMT, Employee Hospital Deductible and Library Expendable
Trust are maintained so there are funds as needed in those areas. The Local Option Sales Tax only
started in January of 2006 and therefore, had not been utilized vet.

Capital Projects - The Equipment Replacement Fund is maintained so that there are some funds
available when a vehicle needs to be replaced. City finances are very restricted with the residential
roltback. The Fire Truck Reserve is funds from the townships to replace the pumper. The Storm
Sewer Reserve is for storm sewet main repairs.



