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HOGAN - HANSEN

A Professional Corporation

Certified Public Accountants and Consultants

Independent Auditor’s Report

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

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund and the aggregate remaining fund
information of the City of Vinton, lowa, as of and for the year ended June 30, 2007, which collectively
comprise the City's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the City of Vinton’s management. Our responsibility is to express
opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial 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. We believe our audit provides a reasonable basis for our opinions.

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

In our 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, the
discretely presented component unit, each major fund and the aggregate remaining fund information of
the City of Vinton as of June 30, 2007, and the respective changes in the 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, we have also issued our report dated January 16,
2008 on our consideration of the City of Vinton’s internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of our 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 our audit.

3128 Brockway Road, P.O. Box 240, Waterloo, IA 50704-0240 « (319) 233-5225 « FAX (319) 233-3188
Member of American Institute of CPAs - lowa Society of CPAs

Cedar Falls « Cedar Rapids « Mason City » Waterloo 2



To the Honorable Mayor and
Members of the City Council
Page 2

Management's Discussion and Analysis and budgetary comparison information on Pages 4 through 9 and
Page 23 are not required parts of the basic financial statements, but are supplementary information
required by the Governmental Accounting Standards Board. We have applied limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. We did not audit the information and express no
opinion on it.

Our audit was performed for the purpose of forming opinions on the financial statements that collectively
comprise the City of Vinton's basic financial statements. We previously audited, in accordance with the
standards referred to in the second paragraph of this report, the financial statements for the year ended
June 30, 2006 (which are not presented herein) and expressed unqualified opinions on those financial
statements and supplementary data. The financial statements and supplementary data for the years
ended June 30, 2005 and 2004 (which are not presented herein) were audited by other auditors in
accordance with the standards referred to in the second paragraph of this report who expressed
unqualified opinions on those financial statements and supplementary data. Other supplementary
information included on Pages 24 through 28 is presented for purposes of additional analysis and is not a
required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in our audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

#oemz - ,#,eﬂ;é;/

HOGAN - HANSEN

Waterloo, lowa
January 16, 2008



Management’s Discussion and Analysis

The City of Vinton 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, 2007. We
encourage readers to consider this information in conjunction with the City’s financial statements, which
follow.

2007 FINANCIAL HIGHLIGHTS

Revenue of the City’s governmental activities increased 70%, or approximately $2,700,000, from fiscal
2006 to fiscal 2007. Property tax revenue increased by $296,884, charges for services increased $67,609
while TIF collections increased by $4,557, debt proceeds increased by $2,577,500 and net transfers
decreased by $31,023.

Disbursements increased 67.5%, or approximately $2,700,000, in fiscal 2007 from fiscal 2006. Culture
and recreation and debt service disbursements increased by approximately $11,000 and $2,200,000,
respectively, while capital project disbursements increased by approximately $500,000.

The City’s total cash basis net assets decreased 10.5%, or approximately $470,000, from June 30, 2006 to
June 30, 2007. Of this amount, the assets of the governmental activities decreased approximately $345,000
and the assets of the business-type activities decreased by approximately $125,000.

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

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

The Fund Financial Statements tell how governmental services were financed in the short term as well
as what remains for future spending. Fund financial statements report the City’s operations in more
detail than the government-wide 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
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 accounting principles
generally accepted in the United States of America. Therefore, when reviewing the financial information
and discussion within this annual report, the reader should keep in mind the limitations resulting from the
cash basis of accounting.

REPORTING THE CITY’S FINANCIAL ACTIVITIES
Government-Wide Financial Statement

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

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

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

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

» Business-Type Activities include the water department and wastewater treatment utilities. These
activities are financed primarily by user charges.

Fund Financial Statements
The City has two kinds of funds:

1. Governmental funds account for most of the City’s basic services. These focus on how money flows
into and out of those funds, and the balances at year end that are available for spending. The
governmental funds include: (a) the General Fund, (b) the Special Revenue Funds, such as Road Use
Tax and Urban Renewal Tax Increment (TIF), (c) the Debt Service Fund and (d) the Capital Projects
Funds. 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. Enterprise Funds are used to report business-type activities. The City maintains three Enterprise Funds
to provide separate information for the water, wastewater treatment and landfill/recycling funds,
considered to be major funds of the City.

The required financial statements for Enterprise Funds include a Statement of Cash Receipts,
Disbursements and Changes in Cash Balances.



The City as Trustee

The City is the trustee, or fiduciary, for its utility deposits. All of the City’s fiduciary activities are reported
in a separate Statement of Cash Receipts, Disbursements and Changes in Cash Balances on Page 13. We
exclude these activities from the City’s other financial statements because the City cannot use these assets
to finance its operations. The City is responsible for ensuring that the assets reported in this fund are used
for its intended purpose.

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 decreased from $2,794,428 a year ago to $2,450,026. The analysis that follows
focuses on the changes in cash balances for governmental activities.

Changes in Cash Basis Net Assets of Governmental Activities

Year Ended June 30,

2007 2006
Receipts and Transfers
Program Receipts
Charges for service $ 649,204 $ 581,595
Operating grants, contributions and restricted interest 489,739 482,381
Capital grants, contributions and restricted interest 23,140 355,117
General Receipts
Property tax, TIF collections and other city taxes 1,838,018 1,536,513
Special assessments 27,850 29,919
Unrestricted interest on investments 154,661 143,821
Debt proceeds 2,777,500 200,000
Other general receipts 285,057 168,545
Sale of assets 33,000 75,834
Transfers, net 192,339 223,362
Total Receipts and Transfers 6,470,508 3,797,087
Disbursements
Public safety 709,217 671,404
Public works 693,681 651,511
Health and social services 14,476 15,003
Culture and recreation 729,993 719,368
Community and economic development 65,423 100,772
General government 382,315 370,014
Debt service 2,880,614 711,991
Capital projects 1,339,191 828,830
Total Disbursements 6,814,910 4,068,893
Decrease in Cash Basis Net Assets (344,402) (271,806)
Cash Basis Net Assets - Beginning of Year 2,794,428 3,066,234
Cash Basis Net Assets - End of Year $ 2,450,026 $ 2,794,428



The cost of all governmental activities this year was $6,814,910 compared to $4,068,893 last year. As
shown in the Statement of Activities and Net Assets, the amount taxpayers ultimately financed for these
activities was only $5,652,827 because some of the cost was paid by those directly benefiting from the
programs ($649,204) or by other governments and organizations that subsidized certain programs with
grants, contributions and restricted interest ($512,879). The City paid for the remaining “public benefit”
portion of governmental activities with approximately $5,308,425 in debt proceeds and other general
receipts.

Changes in Cash Basis Net Assets of Business-Type Activities

Year Ended June 30,
2007 2006
Receipts
Program Receipts
Charges for Service
Water utility $ 487,137 $ 496,584
Wastewater treatment 426,252 398,281
Landfill/recycling 376,603 372,772
Operating Grants
Landfill/recycling 7,000 31,750
General Receipts
Unrestricted interest on investments 85,501 67,938
Other general receipts 14,666 5,931
Debt proceeds 159,598 1,150,000
Total Receipts 1,556,757 2,523,256
Disbursements and Transfers
Water utility 660,443 1,429,556
Wastewater treatment 410,944 442,132
Landfill/recycling 417,795 335,362
Transfers 192,339 223,362
Total Disbursements and Transfers 1,681,521 2,430,412
Increase (Decrease) in Cash Basis Net Assets (124,764) 92,844
Cash Basis Net Assets - Beginning of Year 1,674,803 1,581,959
Cash Basis Net Assets - End of Year $ 1,550,039 $ 1,674,803

INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS

As the City of Vinton completed the year, its governmental funds reported a combined fund balance of
$2,450,026, a decrease of $344,402 from last year’s total of $2,794,428. 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 $126,864 from the prior year to $894,095.
 The SAFETEA LU Capital Project Fund was established to account for a street construction project.

At the end of the fiscal year, the cash balance was $486,554. This fund was established through debt
proceeds in previous years to cover the project which had not yet been completed at year end.



» The General Capital Projects Fund was established to account for major capital projects within the
City. The cash balance at the end of the fiscal year decreased to $451,607, primarily due to street and
sidewalk projects completed and purchase of equipment.

» The Debt Service Fund was established to account for debt obligations of the City. At the end of the
fiscal year, the cash balance was $142,247, a decrease of $18,683 from the previous year.

INDIVIDUAL MAJOR BUSINESS-TYPE FUND ANALYSIS

e The water utility cash balance decreased by $173,850 to $383,901, due primarily to the purchase of a
loader/backhoe for $120,000.

» The wastewater treatment cash balance increased by $54,193 to $1,119,768.
BUDGETARY HIGHLIGHTS

Over the course of the year, the City amended its budget one time. The amendment was approved on
May 24, 2007.

DEBT ADMINISTRATION

At June 30, 2007, the City had $6,346,000 in bonds and other long-term debt, compared to $6,103,000 last
year, as shown below:

Outstanding Debt at Year End

Year Ended June 30,

2007 2006

General obligation bonds and notes $ 5,085,000 $ 4,720,000

Water revenue bonds 1,081,000 1,183,000

Rural electric cooperative note 180,000 200,000

Total $ 6,346,000 $ 6,103,000
Loan From Vinton Municipal Electric Utility

(Component Unit) $ 125348 $ 113850

The Constitution of the State of lowa limits the amount of general obligation debt cities can issue to 5% of
the assessed value of all taxable property within the City’s corporate limits. The City’s outstanding general
obligation debt of $5,085,000 is below its constitutional debt limit of $5,218,423.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The City of Vinton’s elected and appointed officials and citizens considered many factors when setting the
fiscal year 2008 budget, tax rates and fees that will be charged for various City activities.

For 2008, the City has incorporated estimated revenue and expenditures into the budget for several
anticipated capital projects, including several street renovations and several other miscellaneous projects.
These projects are to be financed by general obligation issues, tax increment financing and community
pledges.



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 Cindy Michael, 110 West
Third Street, P.O. Box 529, Vinton, 1A 52349.
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Statement of Activities and Net Assets -

As of and for the Year Ended June 30, 2007

Functions/Programs

Primary Government
Governmental Activities

Public safety......cooviiiiii e
PUDIiC WOIKS ... e,
Health and social services .........cccoovvveviieiiiciinineee,
Culture and recreation..........cccoeeeveeeeeeeeieeseieeeiee e,
Community and economic development..................
General goOVEerNMENT .........coviiiiiiiiiiieee e
DeDt SEIVICE ..o
Capital ProJECES .......uvvieiiiiieeiiiiiii e

Total Governmental Activities............ccoeeeeeenn.

Business-Type Activities

Water ULIILY .....eeeeeceieeeeee e
Wastewater treatment............ccevveieeeeviineeeeiin e,
Landfill/recycling.........cccooooeiiiiiiiiii e,

Total Business-Type Activities...............eeeee.

Total Primary Government ..........cccccevvvvvvviviiieiieennen,

Component Unit

Vinton Municipal Electric Utility .........ccccevvnnnnn.

General Receipts
Property Tax Levied for

General PUIPOSES.......oiiii e ee e e e e eeans
Employee benefitS.......cccccovviiiiiiiiiieee e
Tax increment finanCiNg.........ccevvieei e,
=T o AT Vo =
Emergency fund.............ooooiriiiii e
Special aSSESSMENTS........cuuviiiiieeeiiiiiiiiiee e
Unrestricted interest on investments .............c.oeeeeeee.
DeDt ProCEEUS .......cviiiiiiiieeee i
MiSCellanEOUS.........uuueiiiiiiiiiiiiiiiiii e
Sale of aSSetS.....coovviiiiiii
Loan from component Unit..............ccoeevvviiinineeereeeeinnnnn,
Loan to primary goVernmMeNt..........ceeevvvnuvirieeeeeeesninnns
Transfers in (OUL) .......ooovvvvviiiii e
Total General Receipts and Transfers.............

Change in Cash Basis Net ASSetS ......oooeevvvevvinennnnn.
Cash Basis Net Assets - Beginning of Year .................

Cash Basis Net Assets - End of Year .......ccoeevvvneeen.

Cash Basis Net Assets
Restricted

SHIBBLS ..
Urban renewal PUINPOSES ..........evvvvevvrrvvrerrreerrnnnrnnnnnn
DEDE SEIVICE ...ttt
Other pUIPOSES ....coooeiieiiccee e,
UNFeStriCted ..o

Total Cash Basis Net ASSEtS ...ocvuveeeveeiiieeiieeieeeieeins

See accompanying notes to the financial statements.

Cash Basis

Program Receipts

Charges

Disbursements for Service

.............. $ 709,217 $ 13,817
.............. 693,681 41,749
.............. 14,476 —
.............. 729,993 221,107
.............. 65,423 —
.............. 382,315 372,531
.............. 2,880,614 —
.............. 1,339,191 —
.............. 6,814,910 649,204
.............. 660,443 487,137
.............. 410,944 426,252
.............. 417,795 376,603
.............. 1,489,182 1,289,992
.............. $ 8,304,092 $ 1,939,196
.............. $ 3,031,302 $ 3,059,712

Operating Grants,

Contributions

and Restricted

Interest

$ 31,531
425,225
9,252
23,731

489,739

7,000

7,000

$ 496,739

b

Capital Grants,

Contributions

and Restricted

Interest

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

Governmental

Activities

$ (663,869)
(203,567)
(5,224)
(485,155)
(65,423)
(9,784)
(2,880,614)
(1,339,191)
(5,652,827)

(5,652,827)

807,447
427,855
178,229
415,382
9,105
27,850
154,661
2,777,500
285,057
33,000

192,339
5,308,425

(344,402)
2,794,428

$ 2,450,026

$ 75,828
145,763
142,247

1,192,093
894,095

$ 2,450,026

Business-

Type
Activities

(173,306)
15,308
(34,192)
(192,190)

(192,190)

85,501
97,500
14,666

62,098

(192,339)
67,426

(124,764)
1,674,803

Total

$ (663,869)
(203,567)
(5,224)
(485,155)
(65,423)
(9,784)
(2,880,614)
(1,339,191)
(5,652,827)

(173,306)
15,308
(34,192)
(192,190)

(5.845,017)

807,447
427,855
178,229
415,382
9,105
27,850
240,162
2,875,000
299,723
33,000
62,098

5,375,851

(469,166)
4,469,231

Component
Unit

28,410

181,026
50,600

(62,098)

169,528
197,938
3,746,284

$ 1,550,039  $ 4,000,065 = $ 3,944,222

$ —
252,227

1,297,812
$ 1.550,039

$ 75,828
145,763
394,474

1,192,093
2,191,907

$ 4,000,065

$ —

3,944,222
$ 3,944,222
10



Schedule of Cash Receipts, Disbursements and Changes in Cash

Balances - Governmental Funds

As of and for the Year Ended June 30, 2007

Receipts

PIOPEITY TAXES ..ot e e e e e
BNl o] [T o £ o o L P
Other CItY tAXES....ciieeieee e
LiCeNSES AN PEIMILS. ....uuuiiiiii e e e e e e e e e e e e e s
Use of Money and ProPerty .....coooeeee i
INEEIGOVEINMENTAL. ... .
Charges for SEIVICE ..o
Special @SSESSMENTS......cco i
MISCEIIANEOUS ...ttt e e e e

TOtAl RECEIPTS .o

Disbursements
Operating

U o 1o Y= 1= T
g o] Tog Y/ o]
Health and SOCIAl SEIVICES ........coouveiiiie e
CUUre and FECIEALION ......ccve i e e e e e e
Community and economic development ..............ccce
General GOVEIMMENT.........uuiiiiieiee e e e eeeite it e e e e e e e e seeterereaaeeesessnseeneeeeeeaeeeaanes
D1 o A=Y =T Y/ (o
Capital PrOJECES....ccc e
Total DISBUISEMENTS ...cceeiieeee e

Receipts Under DisbUrsSements .......c.cuveiiiiiiiiieeiiiie e

Other Financing Sources (Uses)

Sale of capital @SSELS.......cuuviii i
General obligation bond ProCeEadS..........ooeiiiiiiiiiiiiiieeeee e
L= 18IS {=] N | o PO
L= U153 (=T £ 0 U |

Total Other Financing SoUrces (USES) ....ccooiiiiieeiieiiieeeeee e

Increase (Decrease) in Cash BalanCes........ccccooiiiiiiiiiiiiiiiiee e
Cash Balance - Beginning of Year ............ccccciii

Cash BalanCes - ENA Of YA . ...ttt e

Cash Basis Fund Balances
Reserved

D LS o] RECY =Y Y/ (o1 ST

Unreserved

GeNEIAl TUND.....uiiiiiiii e e e e e
Special reVENUE fUNAS .......uueiiiiiiiiiii e
Capital Projects fUNAS ........cii i e
Permanent fund ...

Total Cash Basis FUNA BAlANCES ......cenveeeeeeee e

See accompanying notes to the financial statements.

General
$ 807,447

9,105
62,594
58,551
87,654

565,010

113,274
1,703,635

709,217
315,580
14,476
729,993
65,423
382,315

2,217,004
(513,369)

33,000

635,583

(28,350)
640,233

126,864
767,231

$ 894,005

$ —

894,095

$ 894,005

Capital Projects Debt
General SAFETEA LU Service

$ — $ — $ 415,382
32,202 23,780 35,696

— — 27,780

50,676 242 —
82,878 24,022 478,858

_ — 2,830,014
307,916 192,681 —
307,916 192,681 2,830,014
(225,038) (168,659) (2,351,156)
108,800 397,131 2,189,869
28,350 — 142,604
(322,002) — —
(184.852) 397,131 2,332,473
(409,890) 228,472 (18,683)
861,497 258,082 160,930

$ 451,607 $ 486,554 $ 142247
$ — $ — $ 142,247
451,607 486,554 _

$ 451,607 $ 486,554 $ 142247

Other
Nonmajor
Governmental
Funds

$ 427,855
178,229

26,032
425,225
70
120,865
1,178,276

378,101

50,600
838,594
1,267,295

(89,019)

81,700
355,544
(619,390)
(182,146)
(271,165)
746,688

$ 475,523

221,591
153,932
100,000

$ 475,523

Total

$ 1,650,684
178,229
9,105
62,594
176,261
512,879
565,010
27,850
285,057
3,467,669

709,217
693,681
14,476
729,993
65,423
382,315
2,880,614
1,339,191
6,814,910

(3.347,241)

33,000
2,777,500
1,162,081

(969,742)
3,002,839

(344,402)
2,794,428

$ 2,450,026

$ 142,247

894,095
221,591
1,092,093
100,000

$ 2,450,026

11



Statement of Cash Receipts, Disbursements and Changes in Cash
Balances - Enterprise Funds

As of and for the Year Ended June 30, 2007

Nonmajor
Wastewater Landfill/
Water Utility Treatment Recycling Total
Operating Receipts
Intergovernmental...........c..cceeeveenene. $ — 3 — % 7,000 $ 7,000
Charges for service .......cccoeeeeeevveeinnnnnn. 487,137 426,252 376,603 1,289,992
Miscellaneous...........ccceveveeeeeiiiiiiinne. 1,071 13,367 228 14,666
Total Operating Receipts........... 488,208 439,619 383,831 1,311,658
Operating Disbursements
Business-type activities ....................... 507,438 338,736 417,795 1,263,969
Operating Receipts Over (Under)
Operating Disbursements ............ (19,230) 100,883 (33,964) 47,689
Nonoperating Receipts (Disbursements)
Interest on investments ....................... 26,879 56,881 1,741 85,501
General obligation bond proceeds....... — 97,500 — 97,500
Loan from component unit................... — — 62,098 62,098
Debt SErviCe........uuvvumiiiiiiiriiiiiiiiniinnnanns (153,005) — — (153,005)
Capital projectS.......ccccovvvvvvveeieeeeennnnns — (72,208) — (72,208)
Net Nonoperating Receipts
(Disbursements)........cccceeeeeeennn. (126,126) 82,173 63,839 19,886
Revenue Over (Under)
Disbursements ........cccccvvvvveevnnnnnnes (145,356) 183.056 29.875 67,575
Other Financing Sources (Uses)
Operating transfers in.......................... 64,309 8,390 — 72,699
Operating transfers out........................ (92,803) (137,253) (34,982) (265,038)
Total Other Financing Sources
(USES) weeeeeiiiiiiieieee e (28,494) (128,863) (34,982) (192,339)
Net Change in Cash Balances.......... (173,850) 54,193 (5,107) (124,764)
Cash Balances - Beginning of Year..... 557,751 1,065,575 51,477 1,674,803
Cash Balances - End of Year............ $§ 383901 $ 1119768 $ 46,370 $ 1,550,039
Cash Basis Fund Balances
Reserved for debt service.................... $ 252,227 % — 3 — $ 252,227
unreserved.......cccoeeeeeeiiiiiiiiiiiineeeeeeeeai 131,674 1,119,768 46,370 1,297,812
Total Cash Basis Fund Balances..... $ 383901 $ 1119768 $ 46,370 $ 1,550,039

See accompanying notes to the financial statements. 12



Statement of Cash Receipts, Disbursements and Changes in Cash
Balances - Fiduciary Funds

As of and for the Year Ended June 30, 2007

Agency
Funds
Receipts

D L=T oo 1] £ PP PR PPPPRP $ 26,057

Disbursements
L1 T F PP PPPPPPPPPPTRPPTN 403
REfUNAS Of HEPOSITS ... ettt a e e e e e e e e e e e e e e e eeas 21811
Total DISDUISEMENTS ... 22,214
Net Change in Cash BalanCeS.........uuuuucccc et 3,843
Cash Balances - Beginning of Year...........cccccoo i 60,759
Cash Balances - ENA Of YEAI ........uuiiiii i $ 64,602

See accompanying notes to the financial statements. 13




Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

The City of Vinton, lowa, is a political subdivision of the State of lowa located in Benton County. It was
first incorporated in 1869 and operates under the Home Rule provisions of the Constitution of lowa. The
City operates under the Mayor-Council form of government with the Mayor and Council members elected
on a nonpartisan basis. The City provides numerous services to citizens including public safety, public
works, culture, recreation, public improvements and general administrative services.

Reporting Entity

For financial reporting purposes, the City has included all funds, organizations, account groups, agencies,
boards, commissions, authorities and component units. 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.

These financial statements present the City of Vinton, lowa, (the primary government) and its discretely
presented component unit. The component unit discussed below is included in the City’s reporting entity
because of the significance of its operational or financial relationship with the City. Certain disclosures
about the discretely presented component unit are not included because the component unit has been
audited separately and a report has been issued under separate cover. The audited financial statements
are available at the City Clerk’s office.

Discretely Presented Component Unit

The Vinton Municipal Electric Utility is presented in a separate column to emphasize that it is legally
separate from the City, but is financially accountable to the City or its relationship with the City is such that
exclusion would cause the City’s financial statements to be misleading or incomplete. The Ultility is
governed by a three-member board appointed by the Mayor and approved by the City Council, and the
Utility’s operating budget is included with the City’s budget approved by the City Council.

Jointly Governed Organizations

The City also participates in several jointly governed organizations for which the City is either not
financially accountable or the nature and significance of the organizations’ relationships with the City are
such that exclusion does not cause the City’s financial statements to be misleading or incomplete. City
officials are members of the following boards and commissions which are not included in the City’s
financial statements: Benton County Emergency Management Commission, Benton County
Enhancement Committee, Benton County Joint E911 Service Board, Benton County Landfill Commission,
Heartland lowa Area Safety and Support Organization, North Benton Ambulance Board, Vinton
Community Foundation Board, Vinton Unlimited Board and Virginia Gay Hospital Board.

Blended Component Unit
The Vinton Municipal Water Utility is presented as a major enterprise fund of the City.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies
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 revenue, 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, refunds, reimbursements 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
other nonmajor governmental funds.

The City reports the following major governmental funds:

The General Fund is the general operating fund of the City. All general tax receipts and other receipts
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.

Capital Projects
The General (Capital Projects) Fund is used to account for resources used in the acquisition or
construction of major capital facilities and capital assets used in the City's general operations.

The SAFETEA LU Capital Projects Fund is used to account for resources used for a specific street
improvement project in the City.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

Debt Service
The Debt Service Fund is used to account for debt obligations of the City.

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

The Wastewater Treatment Fund accounts for the operation and maintenance of the City's
wastewater treatment and sanitary sewer system.

The City also reports a fiduciary fund which focuses on net assets and changes in net assets. The
City's fiduciary fund includes the following:

The Agency Funds are used to account for assets of the Utility and airport deposits funds for future
reimbursement held by the City in a trustee capacity.

Basis of Accounting

The City of Vinton 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 accounting
principles generally accepted in the United States of America.

Budgets and Budgetary Accounting
The budgetary comparison and related disclosures are reported as required supplementary information.
During the year ended June 30, 2007, the City did not exceed the amounts budgeted.

(2) Deposits and Investments

The City’s deposits in banks at June 30, 2007 were entirely covered by federal depository insurance or by
the State Sinking Fund in accordance with Chapter 12C of the Code of lowa. This chapter provides for
additional assessments against the depositories to 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, certain joint investment trusts and warrants or improvement certificates of a
drainage district.
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Notes to the Financial Statements

(2) Deposits and Investments

The City's cash and investments at June 30, 2007 were as follows:

United States SerieS HH BONUS ......iiiieieeeiee ettt et e e e e e e eeees $ 2,000
Cash and cash equIValents ... 3,998,065
B o] £- | U TP OTTR TR RRRPPPRRPT $ 4,000,065

Interest Rate Risk

The City's investment policy limits the investment of operating funds (funds expected to be expended in
the current budget year or within 15 months of receipt) in instruments that mature with 397 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.

(3) Bonds and Notes Payable

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

Vinton
Municipal Electric Utility
Rural From

Year General Obligation Water Electric Coop- Road Use From

Ending Bonds and Notes Revenue Bonds erative Loan  Tax Fund __Landfill Fund Total

June 30, Principal Interest  Principal Interest Principal Interest Principal Principal Interest Principal Interest
2008 $ 385,000 $ 195453 $ 117,000 $ 43,298 $ 20,000 $ — $50,600 $ 5,163 $ 2,432 $ 577,763 $ 241,183
2009 405,000 183,627 122,000 38,810 20,000 — 12,650 5372 2,223 565,022 224,660
2010 420,000 170,276 127,000 34,070 20,000 — — 5588 2,007 572,588 206,353
2011 325,000 155,547 127,000 29,073 20,000 — — 5814 1,781 477,814 186,401
2012 335,000 143,759 132,000 24,013 19,207 1,860 — 6,049 1,546 492,256 171,178
2013-17 1,865,000 510,168 445,000 39,226 80,793 3,474 — 34,112 3,863 2,424,905 556,731
2018-22 1,140,000 176,138 11,000 1,050 — — — — — 1,151,000 177,188
2023-27 210,000 9,030 — — — — — — — 210,000 9,030

On August 1, 2006, the City closed on $2,875,000 general obligation bonds dated August 1, 2006.
Proceeds were used to refund the 1999 general obligation bonds, pay debt issue costs and provide for
city construction projects. The proceeds will be invested to pay debt service costs until the bonds are
called on June 1, 2008 at face value. Maturity on the 2006 bonds is four years longer than the 1999
bonds. The extended maturity plus costs of issuance resulted in increased current future debt service
costs of approximately $179,632.

In the year ended June 30, 2006, the local rural electric cooperative loaned the City $200,000 to help

finance a street construction project. This loan will be repaid over ten years and is interest free for the first
five years. After the fifth year, interest of 2% will be charged until the loan is paid off.
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Notes to the Financial Statements

(3) Bonds and Notes Payable

The 2006 water revenue bonds require that certain covenants relating to the maintenance and efficiency
of the operating system, the rate structure, restrictions on borrowings and minimum insurance coverage
be adhered to and are as follows:

1.

The Utility shall be maintained by the City in good condition, and the City shall continue to operate the
Utility in an efficient manner and at a reasonable cost as a revenue-producing undertaking.

The City shall establish, impose, adjust and provide for the collection of rates to be charged to
customers of the Ultility, including the City, to produce gross revenue at least sufficient to pay the
expenses of operation and maintenance of the Utility, which shall include salaries, wages, cost of
maintenance and operation, materials, supplies, insurance and all other items normally included
under recognized accounting practices (but does not include allowances for depreciation in the
valuation of physical property) and to leave a balance of net revenue (herein referred to as the "net
revenue") equal to at least 120% of the maximum annual installments principal and interest on all of
the bonds and any other parity obligations outstanding from time to time, as the same become due,
and to maintain a reasonable reserve for the payment of such principal and interest.

Gross revenue of the Utility shall be set aside into a water revenue fund. This account shall be used in
maintaining and operating the Utility, and after payment of the operating expenses shall be used to
pay the principal and interest on the bonds. This account is also used to maintain the several separate
accounts required to be set up by the bond resolutions.

Sufficient monthly transfers shall be made to a water revenue sinking account for the purpose of
making the bond principal and interest payments. The monthly amount required for the water revenue
bonds sinking account shall not be less than one-sixth of the upcoming interest payments plus one-
twelfth of the upcoming principal payment.

An amount shall be held in a water bond reserve account which shall equal $115,000, which is equal
to the lesser of (a) the maximum amount of principal and interest becoming due on the bonds in any
succeeding fiscal year, (b) 125% of the average amount of principal and interest becoming due on the
bonds in any succeeding fiscal year or (c) 10% of the net bond proceeds.

An amount shall be held in a water bond improvement account which shall equal $100,000. If this
amount is reduced, a transfer of $4,000 shall be made on the first of every month until the balance is
restored.

The surplus account shall contain all net revenue remaining after making the required payments into
the sinking fund, the reserve fund and the improvement fund, and after the reserve fund contains the
required balance of $115,000.

The City shall maintain insurance on the insurable portions of the Utility of a kind and in an amount
which usually would be carried by private companies or municipalities engaged in a similar type of
business. The City shall also keep proper books of record and account, separate from all other
records and accounts, showing the complete and correct entries of all transactions relating to the
Utility.

The City was in compliance with required covenants for the year ended June 30, 2007.
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Notes to the Financial Statements

(3) Bonds and Notes Payable

Loans From Component Unit

During the year ended June 30, 2003, the Utility transferred $253,000 to the City of Vinton to finance the
building of a street garage. The City made repayments of $50,600 during the year ended June 30, 2007
and the Utility transferred $62,098 to the City of Vinton to help finance the purchase of an aerial truck.
The note payable balance was $125,348 at June 30, 2007.

(4) Pension and Retirement Benefits

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

Plan members are required to contribute 3.7% of their annual salary and the City is required to contribute
5.75% of annual covered payroll. Certain employees in special risk occupations and the City contribute an
actuarially determined contribution rate. Contribution requirements are established by state statute. The
City and its component unit’s contributions to IPERS for the years ended June 30, 2007, 2006 and 2005
were $106,764, $99,763 and $93,274, respectively, which were equal to the required contributions for
each year.

(5) Compensated Absences

City employees accumulate a limited amount of earned but unused vacation and sick leave hours for
subsequent use or for payment upon termination, retirement or death. Vacation must be used within
12 months of the year earned. Payment for unused vacation is made at employee separation, otherwise
vacation pay is considered a continuation of normal salary. Permanent full-time employees earn one day
of sick leave for each month of employment with a maximum accumulation of 120 days.

Payouts of sick pay are made for time off due to illness or injury. At employee retirement, disability or
death, one-half of accumulated sick pay is paid to the employee. If the employee is younger than
age 63-1/2 at retirement, disability or death, the maximum payout is limited to 45 days. The City's
approximate liability for earned compensated absences payable to employees, including related tax and
fringe benefits, is approximately:

Amount

Type of Benefit June 30, 2007
Primary Government

2= Tor=11 o] R $ 36,000

] o1 S [=F= 1= 280,000

$ 316.000

The liability has been computed based on rates of pay as of June 30, 2007.
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Notes to the Financial Statements

(6) Interfund Transfers

The detail of interfund transfers for the year ended June 30, 2007 is as follows:

Transfer To
General

Capital Projects
General (CIP)

W TIF #2

SE TIF #1

SW TIF

Sidewalk Fund

Downtown Improvements
Debt Service

Enterprise
Water Utility

Wastewater Treatment

Total

Transfer From

Permanent
Tobin Trust
Capital Projects
SE TIF #1
SW TIF
Special Revenue
Employee Benefits
Enterprise
Water Utility
Wastewater Treatment
Landfill/Recycling

General

Special Revenue
West TIF #2
General Capital Projects

Special Revenue
SE TIF

Enterprise
Water Utility
Wastewater Treatment

Special Revenue
SW TIF

Special Revenue
Road Use Tax
General Capital Projects

General Capital Projects

Special Revenue

NW TIF

SE TIF

SW TIF

Downtown #1 TIF
Enterprise

Wastewater Treatment

Enterprise

Wastewater Treatment
Special Revenue

Road Use Tax

Amount

$ 5,253

6,464
3,633

427,855

91,750
65,646
34,982
635,583

28,350

563
269,263
269,826

10,427

1,053

3,835

15,315

7,664

10,000
37,239

47,239

15,500

35,135
77,556
13,340
13,110

3,463

142,604

64,309

8,390

$ 1,234,780
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Notes to the Financial Statements

(6) Interfund Transfers

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

(7) Industrial Development Revenue Bonds

The City has issued a total of $1,560,000 of industrial development revenue bonds under the provisions
of Chapter 419 of the Code of lowa, of which approximately $1,400,000 was outstanding at June 30,
2007. The bonds and related interest are payable solely from the revenue of the businesses occupying
the properties constructed, and the bond principal and interest do not constitute liabilities of the City.

(8) Related Party Transactions

The City had business transactions between the City and City officials or businesses owned by City
officials totaling $5,505 during the year ended June 30, 2007.

The component unit is a member of Resale Power Group of lowa (RPGI), a joint and cooperative
undertaking under the provisions of Chapter 28E of the Code of lowa. RPGI is administered by the lowa
Association of Municipal Utilities and was organized to provide members with combined bargaining power
in negotiating wholesale power contracts and a method of investing in construction power lines. This joint
venture is accounted for under the equity method. The component unit’'s approximate pro rata interest in
RPGI was 6.44% at June 30, 2007. This was determined based on the ratio of the component unit’s
cumulative energy purchases from RPGI to total energy sales by RPGI to all members. Separate financial
statements of RPGI are available to its members.

The component unit provides electricity to other City departments and bills the City for the usage. The
City provides meter reading, certain administration and accounting services to the Utility. The Utility pays
one-half the salary of the Meter Reader and the City Clerk. The component unit makes various payments
to the City for services received. As mentioned in Note 3, the component unit loans money to the City
from time to time.

Transactions with the City for the year and balances at year end are noted below.

Amounts billed to the City for electriC SErVICES ..........cveviviiiiiiieciee e $ 100,256
Amounts paid by the City fOr SEIVICES ..........uvuiuiiiiiiiiiii s 101,052
Payable from the City at year end for electric SErviCes ..........ccccovvrmrrrmrrrnrinnnrnnnnnnnns 9,028
Loan proceeds advanced t0 the City ..........ceeiiie i e e 62,098
Amounts paid by the City for loan repayments...........ccccuevvueiiiiiiiiniians 50,600
NOte DalanCe at YEAr €NG .......uuuiieiii e 125,348
Payments received by the City for services received .............cuueeveeeiineiiiniinninnnnnnns 217,456

For payroll reporting purposes, the component unit employees are classified as City employees. Payroll
costs are transferred by the component unit to the City's bank accounts for payment to or on behalf of
employees.
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Notes to the Financial Statements

(8) Related Party Transactions

Certain commercial insurance coverage is combined between the component unit and the City. The
component unit pays its share of the premium to the insurer.

The component unit purchases electricity for resale from RPGI. Transactions with RPGI for the year are
as follows:

ElectriCity PUICASEM .........vviieicee et $ 1,485,408
Cash payments 10 RPGl........ccooiii e e 1,462,169
Payable to RPGI at JUNE 30, 2007 ........uuuuiuuriiuniiiiiiniiieniiinennseannnnn e 197,400
INVESTMENT IN RP G ..t e e e et e e e et e e b e e e e eaas 22,768

(9) Risk Management

The City and its component unit are exposed to various risks of loss related to torts; thefts, damage to
and destruction of assets; errors and omissions; injuries to employees; and natural disasters. Except for
distribution property and equipment of the component unit, these risks are covered by the purchase of
commercial insurance and settled claims from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years. The City assumes liability for any deductibles and claims in
excess of coverage limitations. The component unit has retained the risk of damage to and destruction of
most distribution property and equipment. There were no material estimated liabilities at the beginning or
end of, or material claims paid, during the past three fiscal years.

(10) Commitments and Subsequent Events

The City is involved in construction of capital assets, mainly streets, sanitary sewer lines and water mains.
At June 30, 2007, the City was committed to approximately $1,100,000 of construction and other
contracts and equipment.

Under wholesale power agreements, the component unit has contracted to purchase its electric power
and energy requirements from RPGI (supplied by AmerenEnergy Marketing) through December 31, 2008.

(11) Special Investigation

City officials were informed that a City employee was attempting to cash a check made payable to the
City. The police department made a preliminary investigation and noted several suspicious items. The
state auditor was engaged to do a special investigation which is on-going. Based on the preliminary
investigation, the theft does not appear to be material and any loss is expected to be covered by the
City’'s insurance.
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Required Supplementary Information




Schedule of Budgetary Comparison of Receipts, Disbursements and
Changes in Balances - Budget and Actual (Cash Basis) - All
Governmental Funds and Enterprise Funds

Year Ended June 30, 2007

Discretely
Presented
Governmental Enterprise Component Budgeted Amounts
Funds - Actual Funds - Actual Unit - Actual Net Original Final Final to Net

Receipts
Property taXeS .....cocuvveiiiiieeee e $ 1,650,684 $ — $ — $ 1,650,684 $ 1,636,601 $ 1,636,601 $ 14,083
TIF COlECLIONS ... e, 178,229 — — 178,229 174,149 174,149 4,080
Other City taXES.....uuvieeeieiiiiiiiiieee e e 9,105 — — 9,105 12,804 12,804 (3,699)
Licenses and pPermitS..........c.ueeevieieeieeeiiiiin e 62,594 — — 62,594 27,745 27,745 34,849
Use of money and property ........cccceeeeeeeeee e, 176,261 85,501 181,026 442,788 135,420 135,420 307,368
INntergovernmMental.........ccccooocoieeeiiiieeee e 512,879 7,000 — 519,879 1,325,166 1,325,166 (805,287)
Charges for SErVICe .......cccuvvviiieieeeiiciee e 565,010 1,289,992 3,046,543 4,901,545 5,079,592 5,079,592 (178,047)
Special assessSMeNntsS.........ccoeeeeeeeiiieeie 27,850 — — 27,850 20,000 20,000 7,850
MiSCEIIANEOUS.......cevviiiiiieiiieecee e 285,057 14,666 13,169 312,892 250 250 312,642

Total RECEIPTS..uuviiiiie i 3,467,669 1,397,159 3,240,738 8,105,566 8,411,727 8,411,727 (306,161)
Disbursements
PUDIC SAfELY ..uvviiiiiiiiiiii e 709,217 — — 709,217 706,916 731,916 22,699
PUDBIIC WOTKS .ot 693,681 — — 693,681 1,175,564 1,175,564 481,883
Health and social ServiCes..........ccccccceeeiiiiiiiiiiiiieeeeeee 14,476 — — 14,476 15,201 15,201 725
Culture and recreation.........c..coveveeeeieeeieeeeie e, 729,993 — — 729,993 797,585 842,585 112,592
Community and economic development ....................... 65,423 — — 65,423 21,900 76,900 11,477
General governMENt.........cccceveieieieieeie e 382,315 — — 382,315 351,627 386,627 4,312
DEDL SEIVICE. ... it 2,880,614 — — 2,880,614 818,053 2,968,053 87,439
Capital projectS......ccceeeeeeeeee 1,339,191 — — 1,339,191 1,835,125 1,835,125 495,934
Business-type actiVitieS .........ccccuvvveeiieeeeieiiiiiieeeee e — 1,489,182 3,031,302 4,520,484 5,021,752 5,441,752 921,268

Total Disbursements........ccccccveeeiiiiiiiiiiiee e, 6,814,910 1,489,182 3,031,302 11,335,394 10,743,723 13,473,723 2,138,329
Receipts Over (Under) Disbursements...........ccccvvene. (3,347,241) (92,023) 209,436 (3,229,828) (2,331,996) (5,061,996) (1,832,168)
Other Financing Sources, Net.......cccccccceeeeiiiiciiiieennnnn. 3,002,839 (32,741) (11.498) 2,958,600 489,797 3,289,797 (331,197)
Receipts and Other Financing Sources Over

(Under) Disbursements and Other Financing Uses (344,402) (124,764) 197,938 (271,228) (1,842,199) (1,772,199) 1,500,971
Balances - Beginning of Year........cccccccovniiiiiiiieneeennnns 2,794,428 1,674,803 3,746,284 8,215,515 6,506,105 8,276,013 (60,498)
Balances - End of Year.....cccooooeiviiiiiiiiiicii e, 2,4 2 $ 1,550,039 $ 3,944,222 $ 7,944,287 $ 4,663,906 $ 6,503,814 $ 1,440,473

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 nonprogram. Function disbursements required to be budgeted include disbursements for the
general fund, special revenue funds, debt service funds, capital projects funds and proprietary funds. Although the budget document presents function disbursements by fund, the legal level of control is at the aggregated function
level, not by fund. During the year, one budget amendment increased budgeted disbursements by $2,730,000. The budget amendments are reflected in the final budgeted amounts.

During the year ended June 30, 2007, disbursements did not exceed amounts budgeted.
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Schedule of Cash Receipts, Disbursements and Changes in Cash
Balances - Nonmajor Governmental Funds
Year Ended June 30, 2007
Capital Projects
Special Revenue County
Road Downtown Employee Permanent Home Sewer
Use Tax NW TIF SE TIF SW TIF #1 TIF  West #2 TIF Benefits Tobin Trust Extension W TIF #1
Receipts
PrOPEItY tAXES ...ccvveeveeeeeeeeeeeeete e eeee et ee e eae e $ — $ — $ — $ — $ — $ — $ 427,855 $ — $ — $ —
TIF COIECLIONS ..vveiiieeei e — 35,137 88,132 16,960 18,526 19,474 — — — —
Use of money and property ........ccccceeeeeeeeeeeeeeeceeeeeeeee — 3,917 2,242 266 858 445 — 5,253 7,946 843
Special asSesSSMEeNtS........cooeeeeiiiiiiiii 425,225 — — — — — — — — —
Intergovernmental............cccevviiii e, — — — — — — — — — —
MiISCEIIANEOUS.......cevviiiiiiei e — — — — — — — — 120,000 —
Total ReCeIPtS....cccvvvviiiiiieiiieeieeeeeeeeeeeeeeeeeeeeeee, 425,225 39,054 90,374 17,226 19,384 19,919 427,855 5,253 127,946 843
Disbursements
PUBIIC WOTKS ... 378,101 — — — — — — — — —
[D1=] o) Y=Y Y/ o1 =T 50,600 — — — — — — — — —
Capital ProjeCtS......cccvvieiiiiie e — — — — — — — — 374,193 68,008
Total Disbursements......cccoovveveeeieiiiieeeeee, 428,701 — — — — — — — 374,193 68,008
Receipts Over (Under) Disbursements.........cccc.cceo.... (3,476) 39,054 90,374 17,226 19,384 19,919 427,855 5,253 (246,247) (67,165)
Other Financing Sources (Uses)
D= o]l o] o Tod=T=T0 LS 3 — — — — — — — — — 81,700
TraNSTEIS IN..cuniie e — — — — — — — — — —
B = 1015 (= £ 0 10 | A (18,390) (35,135) (87,983) (21,004) (13,110) (563) (427,855) (5,253) — —
Other Financing Sources (Uses), Net.................. (18,390) (35,135) (87,983) (21,004) (13,110) (563) (427,855) (5,253) — 81,700
Increase (Decrease) in Cash Balances..........ccccuuee... (21,866) 3,919 2,391 (3,778) 6,274 19,356 — — (246,247) 14,535
Fund Balance - Beginning of Year...........cccccccvvuuiennnnnnes 97,694 70,774 24,544 4,589 17,694 — — 100,000 305,059 —
Fund Balance - End of Year.......cccccceeeeviiecciieiiieeeeeee $ 75,828 $ 74,693 $ 26,935 $ 811 $ 23,968 $ 19,356 $ — $ 100,000 $ 58812 $ 14535
Cash Basis Fund Balances
Unreserved
Special revenue funds...........ccoceeeeeveeeeciee e e $ 75,828 $ 74,693 $ 26,935 $ 811 $ 23,968 $ 19,356 $ — $ — $ — $ —
Capital projects funds..........cccvvvvvvvviviiiiiiiiiiii, — — — — — — — — 58,812 14,535
Permanent fuNd..........ccovvieiiiei e — — — — — — — 100,000 — —
Total Cash Basis Fund Balances ........ccooevvveeeeeeeeeennn.. $ 75828 $ 74693 $ 26,935 $ 811 $ 23,968 $ 19,356 $ — $ 100,000 $ 58812 $ 14535
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Schedule of Cash Receipts, Disbursements and Changes in Cash

Balances - Nonmajor Governmental Funds

Year Ended June 30, 2007

Capital Projects

W TIF #2
Receipts
(0T 01T 4V t= D (= OO OPPRPSP $ —
LI Lo =T o 1o o L PRSPPI —
Use of Money and ProPerty .....cooooee e —
INEEIGOVEINIMENTAL ... i e a e e e e e e e e e e e e e e e e —
SPECIAI BSSESSIMENTS.....uiiii it e et e e e e e e e e e e e e e e ae e e e e e e e eeetaa e e e e e e e eearaaaa —
IMISCEIIANEOUS ...ttt e e e e s e bbbttt e e e e e e s st b e e e eeeeeeeanne —
0L = LI =T o =] o) €PN —
Disbursements
U] o] Lo o] ¢ SO —
1= oA =T Vo —
LOF=T o] =1 o] (o] (=T o1 €= PP 269,826
Total DISDUIrSEMENTS.....ooi i aeeeneees 269,826
Receipts Over (Under) DiShUrSEMENTS. .. ... uuuuiiiiiiiiiiiiiiiiiiiiiii e (269,826)
Other Financing Sources (Uses)
DEDE PrOCEEUS ...ttt e —
QLT 1Y (= £ T 269,826
TIANSTEIS QUL ... et e e e e e e e et e e e e e e e e e eat bt e eeeeeeesssaannnanns —
Other Financing Sources (USES), Net.......oocuiiiiiiiiieiiiieie e 269,826
Increase (Decrease) in Cash BalanCesS........coiviuiiiiii i e —
Fund Balance - BeginNiNg Of Y A ..........uuuuuuuuuuiiiiiiiiiiiiiiiiiiiiii e —
Fund BalancCe - ENA Of YEAI .....uuiiiiiiiiiiiiiiiie ettt e e e e $ —
Cash Basis Fund Balances
Unreserved
SpeCial FEVENUE FUNGS......coii i e e e e e e e e as $ —
Capital ProjECS fUNUS. ... .uuuiiiiiiiiiiiiie e —
Permanent fUNd............cooi oo e e et e e e e e eaaraaaas —
Total Cash Basis FUNA BalanCes .........oooovviiiiiiiiiiiiiiieeiieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e $ —

NW TIF

229

4,812

SE TIF #1
$ —
1,665

31,032
31,032

(29,367)

15,315
(6,464)

8,851
(20,516)

50,813

SWTIF

13,728
13,728

(13,728)

7,664
(3,633)

4,031
(9,697)
9,697

$;

Sidewalk
Fund
$ _
1,848

70
865

2,783

62,448
62,448

(59,665)

47,239
47,239
(12,426)

48,274

Downtown
Improvements Total
$ — $ 427,855
— 178,229
520 26,032
— 425,225
— 70
— 120,865
520 1,178,276
— 378,101
— 50,600
19,359 838,594
19,359 1,267,295
(18,839) (89,019)
— 81,700
15,500 355,544
— (619,390)
15,500 (182,146)
(3,339) (271,165)
12,738 746,688

$ 9399  $ 475,523

$ — $ 221,591
9,399 153,932
— 100,000

$ 9399  $§ 475523

25



Schedule of Indebtedness

Year Ended June 30, 2007

Bonded Indebtedness

General Obligation Bonds

General Corporate PUIPOSE.........uvvvvvvvvivririnininnniinninnnns
General Obligation Series 2004............vvvevevinnninnnennnns
General Obligation Corporate Purpose Series 2006 ...

Total General Obligation Bonds................oooooeee.
General Obligation Notes

Library Refunding Series 2001 ..........ccccvvvveeeeiiiiiiinnen,
General Corporate PUIPOSE........uvvvvvevivieeiiiiiiinneiineennnns
General Corporate Purpose Series 2004.....................
Total General Obligation Notes ............cccoeeeveeeeeeenn.
Water Revenue Bonds

2002 ISSUE ...uiii ettt
2006 ISSUE ...t

Total Water Revenue Bonds .......ccovvevevvieviiieiireinneenn,

Nonbonded Indebtedness

Rural Electric Cooperative...........cccceeeeieieeieeee.

Vinton Municipal Electric Utility (Component Unit)

Amount
Originally
Issued

$ 2,585,000
635,000
2,875,000

405,000
1,390,000
940,000

40,000
1,150,000

200,000

253,000

Date
of Issue

8-1-99
5-1-04
8-1-06

5-1-01
11-1-03
12-1-04

10-8-02
5-1-06

6-29-06

6-30-03

Interest Rate

4.90 - 5.35%

3.00- 3.50
4.13- 4.30

4.25
2.35- 4.15
2.60- 3.90

3.00
3.85- 4.20

0.00- 2.00

0.00

Balance
Beginning
of Year

$ 2,065,000
430,000

$ 2,495,000

$ 80,000
1,255,000
890,000

2,22
$ 33,000
1,150,000

$ 1,183,000

$ 200,000

Issued
During Year

$ J—

2,875,000

Redeemed
During Year

$ 2,065,000
105,000
100,000

$ 2,270,000

$ 80,000
85,000
75,000

$ 240,000

$ 2,000

100,000

$ 102,000

$ 20,000

Balance Interest

End of Year Paid
$ — $ —
325,000 13,700
2,775,000 100,400

$ 3,100,000 $ 114,100
$ — $ 3,400
1,170,000 42.600
815,000 29,447

$ 1,985,000 75,447
$ 31,000 $ 990
1,050,000 50,015

$ 1,081,000 $ 51,005
$ 180,000 5y 0 —
$ 125348 y 2 —
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Schedule of Bond and Note Maturities

At June 30, 2007

General Obligation Bonds General Obligation Notes
General Obligation General Obligation General Obligation General Obligation
Refunding Series 2004 Corporate Purpose - 2006 Corporate Purpose - 2003 Corporate Purpose - 2004
Year Issued 5-1-04 Issued 8-1-06 Issued 11-1-03 Issued 12-1-04
Ending Interest Interest Interest Interest
June 30, Rates Amount Rates Amount Rates Amount Rates Amount
2008.....cccvviieiiiieiieenn, 3.00% $ 110,000 4.13% $ 105,000 2.35% $ 90,000 2.60% $ 80,000
2009, 3.25 110,000 4.13 125,000 2.60 90,000 2.85 80,000
2010, 3.50 105,000 4.13 135,000 3.00 95,000 3.10 85,000
2011, — 4.13 140,000 3.25 100,000 3.25 85,000
2012, — 4.13 145,000 3.45 100,000 3.40 90,000
2013, — 4,13 160,000 3.55 105,000 3.60 95,000
2014, — 4.13 165,000 3.70 110,000 3.70 95,000
2015, — 4.13 180,000 3.80 115,000 3.80 100,000
2016, — 4,13 195,000 3.90 120,000 3.90 105,000
2017, — 4.25 200,000 4.05 120,000 —
2018...cceiiiie, — 4.25 215,000 4.15 125,000 —
2019, — 4.25 220,000 — —
2020, — 4.25 195,000 — —
2021, — 4.25 205,000 — —
2022, — 4.25 180,000 — —
2023 e, — 4.30 210,000 — —
Total .o $ 325,000 $ 2,775,000 $ 1,170,000 $ 815,000
Revenue Bonds Road Construction
Water Revenue Bonds - 2002 Water Revenue Bonds - 2007 Benton County REC Note
Year Issued 10-8-02 Issued 5-1-06 Issued 6-29-06
Ending Interest Interest Interest
June 30, Rates Amount Rates Amount Rates Amount Total
2008......cceivieieeieeen, 3.00% $ 2,000 3.85% $ 115,000 0.00% $ 20,000 $ 522,000
2009, 3.00 2,000 3.90 120,000 0.00 20,000 547,000
2010, 3.00 2,000 3.95 125,000 0.00 20,000 567,000
2010, 3.00 2,000 4.00 125,000 0.00 20,000 472,000
2012, 3.00 2,000 4.05 130,000 2.00 19,207 486,207
2013, 3.00 2,000 4.10 140,000 2.00 19,595 521,595
2014, 3.00 2,000 4.15 145,000 2.00 19,990 536,990
2015 e, 3.00 2,000 4.20 150,000 2.00 20,394 567,394
2016, 3.00 2,000 — 2.00 20,814 442,814
2017, 3.00 2,000 — — 322,000
2018...cceiiiiieeee, 3.00 2,000 — — 342,000
2019, 3.00 2,000 — — 222,000
2020, 3.00 2,000 — — 197,000
2021, 3.00 2,000 — — 207,000
2022, 3.00 3,000 — — 183,000
2023, — — 210,000

Total ..o $ 31,000 $ 1,050,000 $ 180,000 $ 6,346,000




Schedule of Receipts by Source and Disbursements by Function -
All Governmental Funds

Years Ended June 30, 2004 Through 2007

Receipts

Property taxes ......ccccooevevvnnnn.
TIF collections ......................
Other city tax .......ccccvvvvveeeenn.
Licenses and permits............
Use of money and property ..
Intergovernmental.................
Charges for service ..............
Special assessments............
Miscellaneous............cccccuun...

Total Receipts.....ccccccvvnnnnnnn.

Disbursements
Operating

Public safety.....................
Public works........c.cccuve.

Health and social services

Culture and recreation ......

Community and economic

development..................
General government .........
Debt service..........cccvveeeeeenn.
Capital projects.....................

Total Disbursements..........

2007 2006 2005 2004

$ 1,650,684 $ 1,353,800 $ 1,428,538 $ 1,176,514
178,229 173,672 103,319 286,325
9,105 9,041 33,446 35,883
62,594 65,927 43,186 30,544
176,261 143,821 84,941 54,364
512,879 837,498 870,086 661,409
565,010 515,668 676,383 871,064
27,850 29,919 — —
285,057 168,545 128,094 221,228

$ 3,467,669 $ 3,297,801 $ 3,367,993 $ 3,337,331
$ 709,217 $ 671,404 $ 623,284 $ 593,137
693,681 651,511 1,248,657 804,914
14,476 15,003 10,489 11,329
729,993 719,368 780,496 898,418
65,423 100,772 185,226 151,740
382,315 370,014 313,619 302,776
2,880,614 711,991 752,455 1,298,258
1,339,191 828,830 311,993 804,941
$ 6814910 $ 4,068,893 $ 4,226,219 $ 4,865,513
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HOGAN - HANSEN

A Professional Corporation

Certified Public Accountants and Consultants

Independent Auditor’s Report on Internal Control Over Financial Reporting and
on Compliance and Other Matters

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

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund and the aggregate remaining fund
information of the City of Vinton, lowa, as of and for the year ended June 30, 2007, which collectively
comprise the City's basic financial statements, and have issued our report thereon dated January 16,
2008. Our report expressed unqualified opinions on the financial statements which were prepared in
conformity with a comprehensive basis of accounting other than accounting principles generally accepted
in the United States of America. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America 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 our audit, we considered the City of Vinton's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing our opinion on the effectiveness of the City
of Vinton's internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the City of Vinton's internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified a deficiency in internal control over financial reporting that we consider to be a significant
deficiency.

A control deficiency exists when the design or operation of the control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the City of Vinton's ability to initiate, authorize, record, process or
report financial data reliably in accordance with an other comprehensive basis of accounting such that
there is more than a remote likelihood a misstatement of the City of Vinton's financial statements that is
more than inconsequential will not be prevented or detected by the City of Vinton's internal control. We
consider the deficiency in internal control described in Part | of the accompanying Schedule of Findings
and Questioned Costs to be a significant deficiency in internal control over financial reporting.

3128 Brockway Road, P.O. Box 240, Waterloo, IA 50704-0240 « (319) 233-5225 « FAX (319) 233-3188
Member of American Institute of CPAs - lowa Society of CPAs

Cedar Falls « Cedar Rapids « Mason City  Waterloo 29



To the Honorable Mayor and
Members of the City Council
Page 2

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood a material misstatement of the financial statements will not be prevented or
detected by the City of Vinton's internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control
that might be significant deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses. However, we believe the significant
deficiency described above is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Vinton's financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance 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 and Questioned Costs.

Comments involving statutory and other legal matters about the City’s operations for the year ended
June 30, 2007 are based exclusively on knowledge obtained from procedures performed during our audit
of the financial statements of the City. Since our audit was based on tests and samples, not all
transactions that might have had an impact on the comments were necessarily audited. The comments
involving statutory and other legal matters are not intended to constitute legal interpretations of those
statutes.

The City of Vinton's responses to findings identified in our audit are described in the accompanying
Schedule of Findings and Questioned Costs. While we have expressed our conclusions on the City's
responses, we did not audit the City of Vinton's responses and, accordingly, we express no opinion on
them.

This report, a public record by law, is intended solely for the information and the use of the officials,

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

Hocun - fansen

HOGAN - HANSEN

Waterloo, lowa
January 16, 2008
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Schedule of Findings and Questioned Costs

Part I: Findings Related to the Financial Statements

07-1C-1 Segregation of Duties

Finding - One important aspect of internal control is the segregation of duties among
employees to prevent an individual employee from handling duties which are incompatible. We
noted that certain functions are not entirely segregated.

Auditor's Recommendation - 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, segregate duties to the extent possible with
existing personnel and utilize administrative personnel to provide additional control through
review of financial transactions and reports.

City's Respanse - The Council is aware of the condition. We will review procedures and make
changes when appropriate.

Auditor's Conclusion - Response accepted.

Part Il: Compliance and Other Matters

07-C-1

07-C-2

07-C-3

07-C-4

Certified Budget - Disbursements during the year ended June 30, 2007 did not exceed the
amounts budgeted.

Questionable Disbursements - We noted no disbursements that may not meet the
requirements of public purpose as defined in an Attorney General's opinion.

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

Business Transactions - Business transactions between the City of Vinton and City officials
which may appear to be conflicts of interest are as follows:

Name, Title and Business Connection Transaction Description Amount

Three Rivers Insurance, Lisa Vermedahl,
Council member, husband is owner of

Three Rivers Insurance Insurance coverage $ 2,675
F. Ronald Elwick, Council member,
Owner of Elwick Electric Parts and supplies 2,830

In accordance with Chapter 362.5 of the Code of lowa, the transactions with Council members
Vermedahl and Elwick may represent a conflict of interest since a competitive bidding process
was not utilized and they were in excess of $1,500.
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Schedule of Findings and Questioned Costs

07-C-5

07-C-6

07-C-7

07-C-8

Auditor’'s Recommendation - The City should use a competitive bidding process when
practicable.

Response - Airport liability coverage was initially obtained from the above local agency before
the owner was elected as a City official. Since airport liability coverage is not widely available
and due to the amounts involved, we do not consider a competitive bidding process practicable.

We will use a competitive bidding process in the future or consider alternatives for the electric
services noted above.

Conclusion - Response accepted.

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 we believe should have been approved in
the Council minutes that were not.

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

policy.

Revenue Notes - The City appears to be in compliance with note resolutions.
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