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Campbell, Higgins
& Mummetrt, P.C.

Spencer, lowa 51301

INDEPENDENT AUDITORS' REPORT

To the Honorable Mayor and
Members of the City Council:

We have audited the accompanying financial statements of the governmental activities, the
business type activities, each major fund and the aggregate remaining fund information of the
City of Everly, Iowa, as of and for the year ended June 30, 2007, which collectively comprise the
City’s basic financial statements listed in the table of contents. These financial statements are
the responsibility of the City of Everly’s management. Our responsibility is to express opinions
on these basic 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 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 U.S. generally
accepted accounting principles. Also, as permitted by the Code of lowa, 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 July 1, 2006.

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 balance at
July 1, 2006, as discussed in the preceding paragraph, the financial statements referred to above
present fairly, in all material respects, the respective cash basis financial position of the
governmental activities, the business type activities, each major fund and the aggregate
remaining fund information of the City of Everly as of June 30, 2007, and the respective changes
in cash basis financial position for the year then ended in conformity with the basis of accounting
described in Note 1.

Business services that save you money: For your convenicnee:

* Business & individual tax preparation « Mid-year tax planning * Year-round tax planning * Direct access to the principle ... always » Short phone consultations at no cost

+ Pension, estate & retirement planning » Budgeting & financial planning * Financial projections * Early morning. evening & Saturday hours  Ten-day turnaround on financial statements
* Small business management help  Computer consulting » IRS representation « Litigation support * Meetings at your place or ours

Phone (712) 262-3476 » Fax (712) 262-9597
MEMBERS OF PRIVATE COMPANIES PRACTICE SECTION OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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In accordance with Government Auditing Standards, we have also issued our report dated
October 31, 2007 on our consideration of the City of Everly'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.

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

Budgetary comparison information on pages 13 — 14 is not a required part of the basic financial
statements, but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of
inquires of management regarding the methods of measurement and presentation of the
supplementary information. We did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Everly’s basic financial statements. Other supplementary
information included in Schedules 1 and 2 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.

gﬂwpée//, /Z/:Zf/%é o //{wmmeré/p Z.
CAMPBELL, HIGGINS & MUMMERT, P.C.
Certified Public Accountants

October 31, 2007
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CITY OF EVERLY, IOWA

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Everly, lowa is a political subdivision of the State of lowa located in Clay County. It was
first incorporated in 1902 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 non-partisan basis. The City provides numerous services to citizens including public safety,
public works, health and social services, culture and recreation, community and economic development,
and general government services. The City also provides various utilities for its citizens.

A. Reporting Entity

For financial reporting purposes, the City of Everly 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
relationship with the City are such that exclusion would cause the City's financial statements to be
misleading or incomplete. The Governmental Accounting Standards Board has set forth criteria to be
considered in determining financial accountability. These criteria include appointing a voting majority
of an organization's governing body and (1) the ability of the City to impose its will on that organization
or (2) the potential for the organization to provide specific benefits to, or impose specific financial
burdens on the City. The City has no component units which meet 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 criteria of a joint venture since there is no ongoing financial
interest or responsibility by the participating governments. City officials are members of the following
boards and commissions: Northwest Iowa Planning and Development Commission, Northwest lowa
Regional Housing Authority, Clay-Dickinson County Housing Task Force, Clay County E911 Board,
Lone Tree Township Cemetery and various organizations.

B. Basis of Presentation

Government-wide Financial Statements — The Statement of Activities and Net Assets reports
information on all of the non-fiduciary activities of the City. For the most part, the effect of interfund
activity has been removed from this statement. Governmental activities, which are supported by tax and
intergovernmental revenues, are reported separately from business type activities, which rely to a
significant extent on fees and charges for service.




Page 9

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 assets use are either externally imposed or
imposed by law through constitutional provisions or enabling legislation.

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

The Statement of Activities and Net Assets demonstrates the degree to which the direct disbursements of
a given function are offset by program receipts. Direct disbursements are those clearly identifiable with
a specific function. Program receipts include 1) charges to customers or applicants who purchase, use or
directly benefit from goods, services or privileges provided by a given function and 2) grants,
contributions and interest on investments restricted to meeting the operational or capital requirements of
a particular function. Property tax and other items not properly included among program receipts are
reported instead as general receipts.

Fund Financial Statements — Separate financial statements are provided for governmental funds and
proprietary funds. Major individual governmental funds and major individual enterprise funds are
reported as separate columns in the fund financial statements. All remaining governmental funds are
aggregated and reported as nonmajor governmental funds.
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 not paid from other funds.
Special Revenue:

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

The Local Option Sales Tax Fund is used to account for receipts and disbursements relating to
local option sales tax.

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

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

The Solid Waste Collection Fund accounts for the operation and maintenance of the City’s solid
waste collection activities.
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The Electric Study Fund, although reported as a proprietary fund, will not be supported by user
charges until the City begins electrical service. The legal and related costs of this study are currently
being paid through transfers from the general fund.

C. Measurement Focus and Basis of Accounting

The City of Everly maintains its financial records on the basis of cash receipts and disbursements and the
financial statements of the City are prepared on that basis. The cash basis of accounting does not give
effect to accounts receivable, accounts payable and accrued items. Accordingly, the financial statements
do not present financial position and results of operations of the funds in accordance with U.S. generally
accepted accounting principles.

Proprietary funds distinguish operating receipts and disbursements from non-operating items. Operating
receipts and disbursements generally result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. All receipts and disbursements not
meeting this definition are reported as non-operating receipts and disbursements.

D. Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required Supplementary Information.
During the year ended June 30, 2007, disbursements exceeded the amounts budgeted in the debt service
function.

NOTE 2 - CASH AND POOLED 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.

The City had no investments meeting the disclosure requirements of Governmental Accounting
Standards Board Statement No. 3. For purposes of this report, certificates of deposit are not considered
investments as they are subject to withdrawal upon demand.
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NOTE 3 - LOAN PAYABLE

The City has a loan with a local financial institution relating to the 2003 purchase of a fire truck. This
loan is paid from the general fund. Therefore, the City does not levy taxes for payment of this debt and
does not have a debt service fund. The interest rate on this loan was fixed at 3.95% until June 30, 2006.
As of July 1, 2006, the rate is adjusted annually and was 4.91% as of June 30, 2007. The principal
balance of this loan as of June 30, 2007 was $19,901.

On August 23, 2007, this loan was paid off through the payment of principal and interest of $19,901 and
$922, respectively.

NOTE 4 - PENSION AND RETIREMENT BENEFITS

The City contributes to the lowa Public Employees Retirement System (IPERS) which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of lowa. IPERS provides
retirement and death benefits which are established by State statute to plan members and beneficiaries.
IPERS issues a publicly available financial report that includes financial statements and required
supplementary information. The report may be obtained by writing to IPERS, P.O. Box 9117, Des
Moines, lowa 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 requirements are established by
state statute. The City's contribution to IPERS for the year ended June 30, 2007, was $12,946, equal to
the required contribution for the year.

NOTE 5 - COMPENSATED ABSENCES

City employees accumulate a limited amount of earned but unused personal time off 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 personal time off at
June 30, 2007 was $13,325. This liability has been computed based on rates of pay in effect at June 30,
2007.

NOTE 6 - RISK MANAGEMENT

The City of Everly is exposed to various risks of loss related to torts; theft, damage to and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. These risks are covered by the
purchase of commercial insurance. The City assumes liability for any deductibles and claims in excess
of coverage limitations. Settled claims from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years.
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NOTE 7 - INTERFUND TRANSFERS

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

Transfer to Transfer from Amount
General Enterprise — Gas $ 10,000
Special Revenue - Housing Development General ‘ 12,678
Enterprise - Electric Study General 49.334

Total 72,012

Transfers generally move resources from the fund statutorily required to collect the resources to the fund
statutorily required to disburse the resources. Transfers also move available resources from funds to
those funds with disbursements that need to be paid.

NOTE 8 — DEFICIT FUND BALANCES

As of June 30, 2007, the following funds had deficit balances:

Fund Deficit
Special Revenue Fund, Housing Development Account $ 90
Enterprise Fund, Water Utility 19,342
Enterprise Fund, Electric Study 5

The deficit balances were the result of costs incurred prior to availability of funds. Plans to eliminate
these deficits include possible rate increases and transfers from other funds.

NOTE 9 - CONSTRUCTION COMMITTMENTS

The City has entered into a contract totaling $191,235 for the library renovation and addition project. As
of June 30, 2007, the project had not begun and no funds had been disbursed.
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CITY OF EVERLY, IOWA

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION —
BUDGETARY REPORTING

JUNE 30, 2007

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 Iowa, the City Council annually adopts a budget on the cash basis following
required public notice and hearing for all funds except Internal Service 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 required to be budgeted include
disbursements for the General Fund, the Special Revenue Funds, the Debt Service Fund, the Capital Projects
Funds, the Permanent Fund, and the Proprietary Funds. Although the budget document presents function
disbursements by fund, the legal level of control is at the aggregated function level, not by fund. During the
year, a budget amendment increased budgeted disbursements by $230,525. The budget amendment is
reflected in the final budgeted amounts.

During the year ended June 30, 2007, disbursements exceeded the amounts budgeted in the debt service
function.



OTHER SUPPLEMENTARY INFORMATION



CITY OF EVERLY, IOWA Page 15
Schedule 1
SCHEDULE OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES IN CASH BALANCES
NONMAJOR GOVERNMENTAL FUNDS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2007

Employee Housing

Benefits Development Total
Receipts:
Property Tax $ 35528 $ - $ 35528
Total Receipts 35,528 - 35,528
Disbursements:
Operating;
Public Safety 7,389 - 7,389
Public Works 9,401 - 9,401
Culture and Recreation 11,551 - 11,551
Community and Economic Development - 12,768 12,768
General Government 13,390 - 13,390
Total Disbursements 41,731 12,768 54,499
Excess (Deficiency) of Receipts

Over (Under) Disbursements (6,203) (12,768) (18,971)
Other Financing Sources (Uses):

Operating Transfers In (Out) - 12,678 12,678
Net Change in Cash Balances (6,203) (90) (6,293)
Cash Balances Beginning of Year 17,281 - 17,281
Cash Balances End of Year $ 11,078 $ 90) $ 10,988
Cash Basis Fund Balances:

Unreserved:

Special Revenue Funds $ 11,078 § (90) $ 10,988

See Accompanying Independent Auditors' Report
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Campbell, Higgins
& Mummert, P.C. s PO Do

Spencer, lowa 51301

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Members of the City Council:

We have audited the accompanying financial statements of the governmental activities, the
business type activities, each major fund and the aggregate remaining fund information of the
City of Everly, Iowa, as of and for the year ended June 30, 2007, which collectively comprise the
City’s basic financial statements listed in the table of contents and have issued our report thereon
dated October 31, 2007. Our report expressed an unqualified opinion on the financial statements
which were prepared in conformity with an other comprehensive basis of accounting. We
conducted our audit in accordance with U.S. generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing our opinion on the
effectiveness of the City’s internal control over financial reporting, Accordingly, we do not
express an opinion on the effectiveness of the City’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 certain deficiencies in internal control
over financial reporting that we consider to be significant deficiencies and other deficiencies we
consider to be material weaknesses.

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’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’s financial statements that is more than inconsequential will not be
prevented or detected by the City’s internal control. We consider the deficiencies in internal
control described in Part 1 of the accompanying Schedule of Findings to be significant
deficiencies in internal control over financial reporting.

Business services that save you money: [For your convenicnce:

* Business & individual tax preparation » Mid-year tax planning ¢ Year-round tax planning * Direct access to the principle ... always » Short phone consultations at no cost

* Pension, estate & retirement planning * Budgeting & financial planning » Financial projections * Early morning. evening & Saturday hours » Ten-day turnaround on tinancial statements
¢ Smail business management help « Computer consulting * IRS representation » Litigation support * Meetings at your placc or ours

Phone (712) 262-5476 ¢ Fax (712) 262-9597
MEMBERS OF PRIVATE COMPANIES PRACTICE SECTION OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS



Page 18

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’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, of the significant deficiencies described above, we believe item [-A-07 is
a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, non-compliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of non-
compliance or other matters that are required to be reported under Government Auditing
Standards. However, we noted certain immaterial instances of non-compliance or other matters
that are described in the accompanying Schedule of Findings.

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

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

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

@%Ae//, Hrgerins s Mummerte, P.C.

CAMPBELL, HIGG MUMMERT, P.C.
Certifted Public Accountants

October 31, 2007
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CITY OF EVERLY, IOWA

SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2007

Part I: Findings Related to the Financial Statements:

Instances of Non-Compliance:

No matters were noted.

Significant Deficiencies:

[-A-07

Segregation of Duties — One important aspect of internal accounting control is the
segregation of duties among employees to prevent an individual employee from handling
duties which are incompatible.

We noted that the utility billing and receipts processing is performed by one employee
with little oversight. This employee enters the readings into the accounting system,
generates the invoices, receives payments, enters the payments into the accounting
system and makes the deposits.

We also noted that the disbursement processing is performed by one employee. This
employee receives the invoices, determines that they are valid, enters them into the
accounting system, generates the checks and signs the checks. The lack of segregation of
duties in this area is somewhat mitigated by requiring a second signature on the checks
and by having the council approve all invoices monthly.

Recommendation — We realize that with a limited number of office employees,
segregation of duties is difficult. However, the City should review its operating
procedures to obtain the maximum internal control possible under the circumstances.
Specifically regarding the utility billing and receipts, we recommend that you consider
having another employee receive the payments and enter them into the accounting
system. The City Council should also maintain their diligence in the review of the
financial records.

Response — The Council, at their annual personnel evaluations in January, will review
segregation of duties as suggested, and where possible make changes.

Conclusion — Response accepted.



[-B-07

I-C-07

[-D-07
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Cash - Community Center — We noted that the City maintains cash funds at the
Community Center to be used for beverage sales. These sales are recorded through the
use of two cash registers. We noted during our testing that drink ticket sales are not
always processed through the cash registers.

Recommendation — All beverage sales should be accounted for using the cash registers.

Response — This information will be included in the report to the Community Center
Board. Bar Manager will review procedures with bar staff.

Conclusion — Response accepted.

Everly Firefighters Association — We noted that the nonprofit corporation Everly
Firefighters Association was formed in March 2004. It appears that this organization has
continued to use the City’s Employer Identification Number (EIN) for its bank account
rather than utilizing its own EIN.

Recommendation — We recommend that the City contact officials of the Everly
Firefighters Association and request that they discontinue use of the City’s EIN and
obtain their own.

Response — Everly Firefighters Association uses the City’s EIN when using their funds to
purchase equipment and supplies that become property of the City. We have
recommended that they complete their paperwork for non-profit status and obtain their
own EIN. This process was started in 2006, but due to other mandated updates, reporting
requirements and training, this was placed last on the “to do list”.

Conclusion — Response accepted.
Disbursements — Of the disbursements selected for testing, we noted one disbursement
that was not supported by an invoice. We also noted one check that contained only one

signature.

Recommendation — Care should be taken to ensure that all disbursements are supported
by an invoice or other documentation and all checks should contain two signatures.

Response — Staff will make a better effort to review checks and invoices before filing and
mailing.

Conclusion — Response accepted.
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Part II: Findings Related to Statutory Reporting:

I1-A-07

11-B-07

11-C-07

I1-D-07

1I-E-07

[1-F-07

Official Depositories — The most recent resolution naming official depositories was
approved by the City on June 21, 2004. The maximum deposit amount stated in the
resolution of $1,000,000 was exceeded both during the fiscal year ended June 30, 2007
and at year-end.

Recommendation — The City should pass a new resolution with an increased maximum
to ensure that it is not exceeded.

Response — New Depositories Resolution will be adopted in the amount of $1,750,000.

Conclusion — Response accepted.

Certified Budget — Although the budget was amended on May 21, 2007, the amendment
occurred after disbursements exceeded the original budget for the public works,
community and economic development, and debt service functions. Also, total
disbursements for the year ended June 30, 2007 exceeded the amount budgeted (per the
amended budget) in the debt service function. Chapter 384.20 of the Code of lowa states
in part that public monies may not be expended or encumbered except under an annual or
continuing appropriation.

Recommendation — Although the budget was amended in accordance with Chapter
384.18 of the Code of Iowa, care should have been taken to ensure that the amendment is
done prior to disbursements exceeding the original budget and that the amendment is
sufficient to prevent total disbursements from exceeding the amended budget.

Response — Council and staff will keep a closer review on budget items and amend them
in an appropriate time frame.

Conclusion — Response accepted.
Questionable Disbursements — No disbursements that may not meet the requirements of

public purpose as defined in an Attorney General’s opinion dated April 25, 1979 were
noted.

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

Business Transactions — No transactions between the City and City officials or
employees were noted.

Bond Coverage — Surety bond coverage of City officials and employees is in accordance
with statutory provisions. The amount of coverage should be reviewed annually to insure
that the coverage is adequate for current operations.
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Council Minutes — We were unable to obtain documentation of council approval for one
of the disbursements selected for testing. We also noted that the minutes were not
always published within 15 days of the meeting as required by Chapter 372.13(6) of the
Code of Iowa.

Recommendation — All disbursements should be approved by the City council and
documented in the minutes and the City should comply with Chapter 372.13(6) of the
Code of Iowa.

Response ~ Clerk will deliver minutes to the newspaper for publication in accordance
with the Code of lowa. Disbursement item was accidently left off the Claims list, as this
list is retyped from the accounting program as the Council has requested.

Conclusion — Response accepted.
Deposits and Investments — The City’s most recent written investment policy was

approved in September 1992. This document contains several out of date references and
should be updated.

Recommendation — The City should adopt an updated investment policy that complies
with the provisions of Chapters 12B and 12C of the Code of lowa.

Response — The Council reviewed investment policies at their October meeting and have
directed the preparation of a written policy resolution to be drafted and presented for
adoption at the January meeting.

Conclusion — Response accepted.

Revenue Notes — The City had no revenue notes during the fiscal year ended June 30,
2007.

Check Retention — Chapter 554D.114 of the Code of Iowa 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 receives and
retains only a copy of the front of each cancelled check.

Recommendation — The City should obtain and retain an image of both the front and
back of each cancelled check as required.

Response — In October, staff requested that State Bank provide copies of the back of each
cancelled check.

Conclusion — Response accepted.



