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[om Engelmavivy, CPA

1111 East River Drive, Davenport, lowa 52803
(563) 323-3568 FAX (563) 326-6204

Independent Auditor’s Report

To the Mayor and City Council
City of Long Grove, Iowa
Long Grove, Iowa

I have audited the accompanying financial statements of the governmental activities, the business-type
activities and each major fund of the City of Long Grove, lowa, as of and for the year ended June 30, 2008,
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’s management. My responsibility is to express
opinions on these financial statements based on my audit.

I conducted my 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 I 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. Ibelieve that my audit provides a reasonable basis for my opinion.

As described in Note 1, the City of Long Grove prepares its financial statements on a cash basis, which
is a comprehensive basis of accounting other than United States generally accepted accounting principles.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position — cash basis of the governmental activities, the business-type activities and each
major fund of the City of Long Grove, Iowa, as of June 30, 2008, and the respective changes in financial
position — cash basis and cash flows — cash basis, where applicable thereof for the year then ended in
conformity with the basis of accounting described in Note 1.

The management’s discussion and analysis on pages 3 to 8 is not a required part of the basic financial
statements but are supplementary information required by the Government Accounting Standards Board. 1
have applied certain limited procedures, which consist primarily of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. However, I did not
audit the information and express no opinion on it.



In accordance with Government Auditing Standards, 1 have also issued my report, dated June 12, 2009,
on my consideration of the City of Long Grove’s internal control over financial reporting and my test of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the results of my audit.

My audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the City of Long Grove’s basic financial statements. The introductory section,
combining and individual fund financial statements listed in the table of contents are presented for purposes
of additional analysis, and are not a required part of the financial statements. The combining and individual
fund financial statements for June 30, 2008, which present unaudited June 30, 2007 information for
comparison purposes, have been subjected to the auditing procedures applied in my audit of the basic
financial statements and, in my opinion, are stated fairly in all material respects in relation to the basic
financial statements taken as a whole on the basis of accounting described in Note 1. The introductory
section listed in the table of contents has not been subjected to the auditing procedures applied in the audit
of the basic financial statements and accordingly, I express no opinion on them.
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Davenport, lowa
June 12, 2009



MANAGEMENT’S DISCUSSION AND ANALYSIS

The City of Long Grove 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 ending June 30, 2008. We encourage readers to consider this information
in conjunction with the City’s financial statements, which follow:

2008 FINANCIAL HIGHLIGHTS

e Receipts of the City’s governmental activities increased approximately $53,000
from fiscal 2007 to fiscal 2008. Property tax receipts increased approximately
$354.

¢ Disbursements of the City’s governmental activities increased approximately
$63,000 in fiscal year 2008 from fiscal year 2007.

e The City’s total cash basis net assets increased approximately $815,000 from
6/30/07 to 6/30/08 due to the wastewater treatment facility installation. Of this
amount, the assets of the governmental activities increased approximately

$58,000 and the assets of the business type activities increased by approximately
$758,000.

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 Statements consist of a Statement of Activities and a
Statement of Net Assets. These statements provide information about the activities of the
City as a whole and present an overall view of the City’s finances.

The Fund Financial Statements tell how government 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 details 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.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

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 no present financial position and results
of operations of the funds in accordance with U.S. generally accepted accounting
principles. Therefore, when reviewing financial information and discussion within this
annual report, the reader should keep in mind the limitations resulting from the use of the
cash basis of accounting.

REPORTING THE CITY’S FINANCIAL ACTIVITIES

Government-Wide Financial Statement

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

The Statements of Activities and Net Assets present the City’s net assets. Over time,
increases and 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 are divided into two kinds of activities:
¢ Governmental Activities include public safety, public works, culture and
recreation, community and economic development, general government, and
capital projects. Property tax, road use tax and Local Option Sales Tax finance
nearly all of the activities not related to the utilities.

e Business Type Activities include water, sewer and electric systems. These
activities are financed 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 balances at year-end that are
available for spending. The governmental funds include: (1) General Fund, and
(2) Special Revenue Funds, such as Road Use Tax. 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.

-



MANAGEMENT’S DISCUSSION AND ANALYSIS

Fund Financial Statements (Continued)

The required financial statement for governmental funds is a statement of cash
receipts, disbursements and changes in cash balances.

2. Proprietary funds account for the City’s enterprise funds. Enterprise funds are
used to report business type activities. The City maintains three proprietary funds
to provide separate information for the water, sewer and electric funds, considered
to be major funds of the City.

The required financial statement for proprietary funds is a statement of cash receipts,
disbursements and changes in cash balances.

Reconciliations between the government-wide statement and the fund financial
statements follow the fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of financial position. The City’s
balance for governmental activities increased from a year ago, increasing $519,370
to $567,547. The analysis that follows focuses on the changes in cash balance for
governmental activities.

The City’s local receipts for governmental activities increased by $53,000. The total cost
of all programs and services increased by approximately $63,000 with no new programs
added this year. The increase is due to increased valuations and the business type
activities.

The City increased property tax rates for General Obligation debt. Based upon increases
in the total assessed valuations, property tax receipts are budgeted to increase by an
additional $76,000 next year.

Total business type activities receipts for the fiscal year were $2,302,344 compared to
$499,154 last year. This significant increase was due to the receipt of wastewater
treatment funds from financing. Total disbursements for the fiscal year increased by a

total of $1,023,133 due to the cost associated with the new wastewater treatment facility
construction.



MANAGEMENT’S DISCUSSION AND ANALYSIS

INDIVIDUAL MAJOR GOVERNMENT FUND ANALYSIS

The following are major reasons for the changes in fund balances of the major funds from
the prior year.

e The General Fund cash balance increased by $53,000 from the prior year to
$316,897 approximately $7,000 of this increase was due to increased valuations.

e The Road Use Tax Fund cash balance decreased $18,000 during the fiscal year.
This was due to increased road/street repair.

e The Local Option Sales Tax Fund increased by $23,000 to $200,000 during the
fiscal year. This was attributable to the decreased expenditures.

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

e The Water Fund cash balance increased by $9,000 to $305,000, due primarily to
increase usage and lower expenditures than budgeted.

e The Sewer Fund cash balance increased by $35,000 to $210,000, due primarily to
revenue to fund for the new wastewater treatment facility. The most drastic
change in the City’s proprietary account will come in the Sewer Fund in 2009.
Due to the completion of wastewater treatment facility.

e The Electric Fund cash balance increased by $20,000 to $404,596, due primarily
to decreased expenditures.

BUDGETARY HIGHLIGHTS

The budget was amended in May of 2008 primarily due to unknown wastewater
treatment facility cost when Fiscal 08 budget was prepared.

DEBT ADMINISTRATION

As of June 30, 2008 the City has a state revolving loan in the amount of $1,546,104.

Fifty percent of the loan is in General Obligation Bonds and fifty percent is in Revenue
Bonds.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The City of Long Grove’s elected and appointed officials and citizens considered many
factors when setting the fiscal year 2009 budget, tax rates, and fees charged for various

City activities. These factors included projected needs for services, anticipated costs of
supporting the City and projected receipts.



MANAGEMENT’S DISCUSSION AND ANALYSIS

These indicators were taken into account when adopting the budget for fiscal year 2009.
Amounts available for appropriation in the operating budget are $1,385,000, versus $an e
final 2007. Budgeted disbursements are expected to rise by approximately $1,508,000.
Factors impacting disbursements in 2009 will be expenditures necessary due to the
wastewater treatment facility. An unanticipated disbursement at the time of 2009 budget
preparation could be the shared (Long Grove, Eldridge, County and State, DOT) cost of a
bicycle/pedestrian path between Long Grove and Eldridge. The State DOT will review
grant requests in 2009. If the grant is not approved, no disbursements will be necessary.
The City has added no new major new program funds or initiatives to the 2009.

If these estimates are realized, the City’s budgeted cash balance is expected to decrease
by $206,000 by the close of 2010.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers and
creditors with a general overview of the City’s finances and to show the City’s
accountability for the money it receives. If you have any questions about this report or
need additional financial information contact Susan Lensch Mahannah, City Clerk, 104 S.
First Street, Long Grove, lowa 563-285-4904.



CITY OF LONG GROVE, IOWA

STATEMENT OF NET ASSETS - CASH BASIS

June 30, 2008

Governmental  Business Type
Activities Activities Totals
ASSETS
Cash $ 352,605  $ 846,348 § 1,198,953
Certificates of deposit 234,932 666,108 901,040
Construction in process --- 953,921 953,921
Total assets $ 587,537 $ 2466377 $ 3,053,914
LIABILITIES AND NET ASSETS
Long term liabilities - Note 3
Due within one year $ 41,000 $ 41,000 $ 82,000
Due in more than one year 732,052 732,052 1,464,104
Total liabilities 773,052 773,052 1,546,104
Net assets
Debt assumed for capital assets (773,052) --- (773,052)
Restricted for other purposes 270,640 --- 270,640
Unrestricted, undesignated 316,897 1,693,325 2,010,222
Total net assets (deficit) (185,515) 1,693,325 1,507,810
Total liabilities and net assets $ 587,537 $ 2,466,377 $ 3,053,914

See accompanying notes to the basic financial statements.
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CITY OF LONG GROVE, IOWA
STATEMENT OF ACTIVITIES - CASH BASIS

For the Year Ended June 30, 2008

Governmental  Business Type

Activities Activities Totals
Revenue received
Property taxes $ 173,775 % --- $ 173,775
Franchise fees 6,207 .- 6,207
State shared revenues 51,149 - 51,149
Local option tax 77,801 - 77,801
Permits and fees 4,694 --- 4,694
Interest 12,806 32,437 45243
Miscellaneous 15,172 15,716 30,888
Grant 9,010 --- 9,010
Charges for services - 489,530 489,530
Total revenue received 350,614 537,683 888,297
Expenditures disbursed
Public safety 34,505 --- 34,505
Public works 171,812 .- 171,812
Culture and recreation 40,333 --- 40,333
Community and economic development 2,548 --- 2,548
General government 43,577 --- 43,577
Water, sewer, electric expenditures --- 472,649 472,649
Total expenditures disbursed 292,775 472,649 765,424
Excess of revenue received
over expenditures disbursed 57,839 65,034 122,873
Other financing sources (uses)
Transfers in (out) (773,052) 773,052 ---
Change in net assets (715,213) 838,086 122,873
Net assets, beginning of year 529,698 855,239 1,384,937
Net assets (deficit), end of year $§ (185,515) $ 1,693,325 § 1,507,810

See accompanying notes to the basic financial statements.
9.



CITY OF LONG GROVE, IOWA

STATEMENT OF ASSETS AND FUND BALANCES - CASH BASIS

GOVERNMENTAL FUNDS

June 30, 2008

Total
General Special Revenue Governmental
Fund Funds Funds
ASSETS
Cash $ 300,646 51,959 § 352,605
Certificates of deposit 16,251 218,681 234,932
Total assets $ 316,897 270,640 % 587,537
FUND BALANCES
Restricted for
Other purposes $ --- 270,640 $ 270,640
Unreserved, undesignated 316,897 --- 316,897
Total net assets $ 316,897 270,640 $ 587,537
Reconciliation to Statement of Net Assets:
Some liabilities, including capital debt obligations payable, are not due and payable in the
current period and therefore are not reported in the funds (773,052)
Net assets (deficit) of governmental activities § (185,515)

See accompanying notes to the basic financial statements.
-10-




CITY OF LONG GROVE, IOWA

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

CASH BASIS
GOVERNMENTAL FUNDS
For the Year Ended June 30, 2008
Total
General Special Revenue Governmental
Fund Funds Funds
Revenue received
Property taxes $ 173,775 % ---  $ 173,775
Franchise fee 6,207 --- 6,207
Road uses tax - 51,149 51,149
Local option sales tax --- 77,801 77,801
Building and construction 2,318 --- 2,318
Building 108 --- 108
Miscellaneous charges 15,172 --- 15,172
Alcohol control 829 --- 829
Cigarette permits 38 --- 38
Grant received 9,010 --- 9,010
Interest 1,242 11,564 12,806
Charges / fees 1,401 --- 1,401
Total revenue received 210,100 140,514 350,614
Expenditures disbursed
Public safety 34,505 --- 34,505
Public works 36,102 135,710 171,812
Culture and recreation 40,333 - 40,333
Community and economic development 2,548 --- 2,548
General government 43,577 --- 43,577
Total expenditures disbursed 157,065 135,710 292,775
Excess of revenue received
over expenditures disbursed 53,035 4,804 57,839
Other financing sources (uses)
Transfers (out) --- (773,052) (773,052)
Debt proceeds received --- 773,052 773,052
Total other financing sources (uses) --- --- -
Net changes in fund balances 53,035 4,804 57,839
Fund balances, beginning of year 263,862 265,836 529,698
Fund balances, end of year 3 316,897 $ 270,640 $ 587,537

See accompanying notes to the basic financial statements.
-11-



CITY OF LONG GROVE, IOWA

STATEMENT OF NET ASSETS - CASH BASIS

BUSINESS TYPE ACTIVITIES FUNDS

June 30, 2008

Water Sewer Electric
Fund Fund Fund Totals
ASSETS
Cash $ 137,152  $ 638,341 70,855  $ 846,348
Certificates of deposit - unrestricted 146,510 140,862 304,049 591,421
Certificates of deposit - sinking funds 21,690 23,305 29,692 74,687
Construction in process --- 953,921 --- 953,921
Total assets $ 305,352 $ 1,756,429 404,596 $ 2,466,377
LIABILITIES AND NET ASSETS
Liabilities
Current liabilities
Notes payable - current portion $ --- § 41,000 --- 3 41,000
Non current liabilities
Notes payable - long term portion --- 732,052 --- 732,052
Total liabilities --- 773,052 --- 773,052
Net assets
Unrestricted, undesignated 305,352 983,377 404,596 1,693,325
Total liabilities and net assets $ 305,352 $ 1,756,429 404,596 § 2,466,377

See accompanying notes to the basic financial statements.
-12-



CITY OF LONG GROVE, IOWA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND NET ASSETS

CASH BASIS
BUSINESS TYPE ACTIVITIES FUNDS

For the Year Ended June 30, 2008

Water Sewer Electric
Fund Fund Fund Totals
Revenue received
Water and sewer sales $ 97,474 94,837 § 297219 % 489,530
Miscellaneous 14,022 500 1,194 15,716
Total revenue received 111,496 95,337 298,413 505,246
Expenditures disbursed
Administration 68,974 66,367 65,537 200,878
Utilities ) --- 461 - 461
Maintenance and repairs 3,556 2,525 2,299 8,380
Wholesale power purchased --- --- 204,916 204,916
Capital expenditures 38,999 - 19,015 58,014
Total expenditures disbursed 111,529 69,353 291,767 472,649
Excess (deficiency) of revenue received
over expenditures disbursed (33) 25,984 6,646 32,597
Non-operating revenue
Interest on investments 9,346 9,145 13,946 32,437
Transfers in --- 773,052 --- 773,052
Total non-operating revenue 9,346 782,197 13,946 805,489
Changes in net assets 9,313 808,181 20,592 838,086
Net assets, beginning of year 296,039 175,196 384,004 855,239
Net assets, end of year $ 305,352 983,377 $ 404,596 $ 1,693,325

See accompanying notes to the basic financial statements.
-13-



CITY OF LONG GROVE, IOWA
STATEMENT OF CASH FLOWS - CASH BASIS

BUSINESS TYPE ACTIVITIES FUNDS

For the Year Ended June 30, 2008

Water Sewer Electric
: Fund Fund Fund Totals
Cash flows from operating activities
Water and sewer sales $ 97474 $ 94,837  $ 297219 $ 489,530
Cash paid to suppliers (63,614) (21,602) (240,441) (325,657)
Cash paid to employees (47,915) (47,751) (51,326) (146,992)
Other operating revenue 14,022 500 1,194 15,716
Net cash provided by (used by)
operating activities (33) 25,984 6,646 32,597
Cash flows from capital and related
financing activities
Acquisition of capital assets --- (855,758) --- (855,758)
Transfers in --- 773,052 --- 773,052
Long term debt proceeds received --- 773,052 --- 773,052
Net cash provided by capital and related
financing activities --- 690,346 --- 690,346
Cash flows from investing activities
Interest on investments 9,346 9,145 13,946 32,438
Interest reinvested into certificates (8,343) (8,130) (12,344) (28,817)
Net cash provided by
investing activities 1,003 1,015 1,602 3,620
Net increase in cash 970 717,345 8,248 726,563
Cash balance, beginning of year 136,182 (79,004) 62,607 119,785
Cash balance, end of year $ 137,152 $ 638,341 § 70,855  § 846,348

RECONCILIATION OF OPERATING
INCOME TO NET CASH PROVIDED
BY (USED BY) OPERATING ACTIVITIES

Operating income (loss) $ (33 $ 25984  $ 6,646 $ 32,597

Net cash provided by (used by)
operating activities $ (33) $ 25984 $ 6,646 $ 32,597

See accompanying notes to the basic financial statements.
-14-



CITY OF LONG GROVE, IOWA
NOTES TO FINANCIAL STATEMENTS

June 30, 2008

Note 1 Summary of significant accounting policies

Reporting entity

The City Council of the City of Long Grove (“Council”) is the basic level of government which has
oversight and control over all activities relating to the City. The Council receives funding from local,
county, and state sources and must comply with the concomitant requirements of these funding source
entities. In evaluating how to define the City for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in the
reporting entity was made by applying the criteria set forth in GAAP (generally accepted accounting
principles). The basic, but not only, criterion for including a potential component unit within the
reporting entity is the governing body’s ability to exercise oversight responsibility. The most significant
manifestation of this ability is financial interdependency. Since the Council does not exercise control
over any other entities, no potential component units have been identified.

Basis of presentation

GOVERNMENT WIDE FINANCIAL STATEMENTS The statement of net assets and statement of
activities display information about the City as a whole. They include all funds of the City. The
statements distinguish between governmental and business-type activities. Governmental activities
generally are financed through taxes, intergovernmental revenues, and other non-exchange revenues.
Business-type activities are financed in whole by fees charged to external parties for goods or services.

FUND FINANCIAL STATEMENTS Fund financial statements of the City are organized into funds,
each of which is considered a separate accounting entity. Funds are organized into two major categories:
government and business-like activities. An emphasis is placed on major funds within the governmental
and business-like categories. A fund is considered major if is the primary operating fund of the City or
meets the following criteria: (A) total assets, liabilities, revenues, or expenditures/expenses of that
individual governmental or enterprise fund are at least 10 percent of the corresponding total for all funds
of that category or type, and (B) total assets, liabilities, revenues, or expenditures/expenses of the

individual governmental or enterprise fund are at least 5 percent of the corresponding total for all
governmental and enterprise funds combined.

Fund accounting

The accounts of the City are organized on the basis of funds, each of which is considered a separate
accounting entity. The operations of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets, liabilities, fund balances/net assets, receipts, and disbursements. Major
individual governmental and business type funds are reported as separate columns in the fund financial

statements. All remaining governmental funds are grouped into their fund types and reported with a
separate column in the fund financial statements.

-15-



NOTES TO FINANCIAL STATEMENTS

Note 1 Summary of significant accounting policies, continued

Fund accounting, continued

The City has the following funds:
Governmental Fund Types

Governmental fund types are those funds through which most governmental functions of the City are
financed. The acquisition, use and balances of the City’s expendable financial resources and the related
liabilities (except those accounted for in the business type funds) are accounted for through
governmental funds. The following comprise the City’s major governmental funds:

General Fund - The General Fund is the general operating fund of the City. It is used to account for all

financial resources except those required legally or by sound financial management to be accounted for
in another fund.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific revenue
sources that are legally restricted to expenditures for specified purposes. The City considers the total of

this category of funds major and reports it that way. The City includes the following special revenue
funds, all of which individually are non major:

Fund Brief Description
Road Use Tax Account for allocation of State shared revenues legally restricted to
streets and alley improvements
Local Option Sales Account for the revenues and expenditures of sales taxes

imposed via referendum that is legally restricted via the
language within the referendum

Debt Service Account for revenue and expenditures legally restricted by
statute to retirement of general obligation debt

Business Type Funds

Enterprise funds are used to account for business like activities provided to the general public. These
activities are financed primarily by user charges, and the measurement of financial activity focuses on

net income measurement similar to the private sector. The City includes the following enterprise funds
as major business type funds:

Water Fund — Accounts for the revenues and expenses of the system responsible for the pumping,
treatment and distribution of potable water to the citizens of the City.

Sewer Fund — Accounts for the revenues and expenses of the system responsible for the collection,
treatment and disposition of wastewater generated by the citizens of the City.

Electric Fund — Accounts for the revenues and expenses of the system responsible for the distribution of
electricity to the citizens of the City.

-16-



NOTES TO FINANCIAL STATEMENTS

Note 1 Summary of sienificant accounting policies, continued

Measurement focus and basis of accounting

Measurement focus is a term used to describe “how” transactions are recorded within the various
financial statements. Basis of accounting refers to “when” transactions are recorded regardless of the
measurement focus applied.

Measurement focus
In the government-wide statement of net assets and the statement of activities, both governmental and

business-like activities are presented using the economic resources measurement focus, within the
limitations of the cash basis as defined below.

In the fund financial statements, the “current financial resources” measurement focus or the “economic
resources” measurement focus as applied to the cash basis of accounting is used as appropriate: (A) all
governmental funds utilize a “current financial resources” measurement focus. Only current financial
assets and liabilities are included on their balance sheets. Their operating statements present sources and
uses of available spendable financial resources during a given period. These funds use fund balance as
their measure of available spendable financial resources at the end of the period. (B) The business-like
activities funds utilize an “economic resources” measurement focus, the accounting objectives of which
are determination of operating income, changes in net assets, financial position and cash flows. All
assets and liabilities (whether current or not) associated with their activities are reported, within the
limitation of the cash basis as defined below. Fund equity is classified as net assets.

Basis of accounting

In the government-wide statement of net assets and statement of activities and the fund financial
statements, government and business-like activities are presented using a cash basis. This basis
recognizes assets, liabilities, net assets/fund equity, revenues and expenditures/expenses when they result
from cash transactions in the government wide and business-like fund statements. This basis is a

comprehensive basis of accounting other than accounting principles generally accepted in the United
States of America.

As a result of the use of cash basis of accounting, certain assets and their related revenues, such as
accounts receivable and certain liabilities and their related expenses such as accounts payable and other
accrued items are not recorded in these statements.

The Government Accounting Standards Board (GASB) Statement No. 20 provides that all proprietary
(business-type) funds must apply all applicable GASB pronouncements as well as the following
pronouncements issued on or before November 30, 1989 unless those pronouncements conflict or
contradict GASB pronouncements: Financial Accounting Standard Board (FASB) Statements and
interpretations, Accounting Principles Board opinions, and Accounting Research Bulletins. The City
elected to apply all applicable FASB statements issued after November 30, 1989, except for those that
conflict or contradict GASB pronouncements, and those in relation to the reporting of fixed assets.

-17-



NOTES TO FINANCIAL STATEMENTS

Note 1 Summary of significant accounting policies, continued

Cash and cash equivalents

For the purpose of financial reporting, “cash and cash equivalents” include all demand accounts or
money market savings accounts.

Investments

Investments consist of certificates of deposit and are stated at cost, which approximates market value.

Budgets and budgetary accounting

Budgets/appropriations for all funds of the City are adopted on the cash basis, which is not consistent
with generally accepted accounting principles (GAAP). Budget/appropriation comparisons presented in
this report arc on this non-GAAP basis. This is both an acceptable and recommended basis of
accounting. Appropriations/budgets approved through this process lapse at year end.

The overall budgetary comparison is reported as Required Supplementary Information.
Fixed assets
Government Wide Statements

In the government-wide financial statements, only fixed assets arising from cash transactions in relation
to the wastewater treatment plant project are accounted for as assets in the statement of net assets. All

fixed assets are valued at historical cost or estimated historical cost if actual historical cost is not
available.

No depreciation of exhaustible fixed assets arising from cash transactions used by either the
governmental funds or the business type funds is charged as an expense in the statement of activities.

Fund Financial Statements

In the fund financial statements, fixed assets arising from cash transactions acquired for use in
governmental fund operations are accounted for as capital outlay expenditures of the governmental fund

upon acquisition. Fixed assets acquired for use in the business type funds are accounted for the same as
in the government-wide statements.
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NOTES TO FINANCIAL STATEMENTS

Note 1 Summary of significant accounting policies, continued

Long term debt

All long term debt arising from cash transactions to be repaid from governmental and business-type
resources is reported as liabilities in the government-wide financial statements.

Long term debt arising from cash basis transactions of governmental funds is not reported as liabilities in
the fund financial statements. The debt proceeds are reported as other financing sources and payment of
principal and interest reported as expenditures. The accounting for business-type funds is the same in
the fund financial statements as the treatment in the government-wide statements.

Equity classification

Government Wide Statements

Equity is classified as net assets and displayed in two components: (1) Restricted net assets consists of
net assets with constraints placed on use either by external groups such as creditors, grantors,
contributors, or laws or regulations of other governments or by law through constitutional provisions or

enabling legislation, and (2) Unrestricted net assets consist of all other net assets that do not meet the
definition of “restricted.”

Fund Financial Statements

Governmental fund equity is classified as fund balance. Business type fund equity is classified the same
as government-wide financial statements.

Interfund activities

In the process of aggregating the financial information for the government-wide financial statement of

net assets and statement of activities, any amounts reported as interfund activity have been eliminated or
reclassified.

Fund Financial Statements
Interfund activity, if any, within and among the governmental and business type activity fund categories

is reported in the fund financial statements as interfund transfers, which are the flow of assets from one
fund to another where repayment is not expected and are reported as transfers in and out.
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NOTES TO FINANCIAL STATEMENTS

Note 1 Summary of significant accounting policies, continued

Estimates

The preparation of financial statements in conformity with the cash basis - other comprehensive basis of
accounting (OCBOA) used by the City requires management to make estimates and assumptions that
affect certain reported amounts and disclosures: accordingly, actual results could differ from these
estimates.

Stewardship, compliance and accountability

By its nature as a local government unit, the City is subject to various federal, state and local laws and
contractual regulations. No instances of noncompliance were noted.

Note 2 Cash, investments and restricted investments

The City maintains a cash pool for all funds. Investment income generally is allocated to the various
funds based upon the funds’ cash and investment balances. At year end the book amounts of the City’s
deposits was $ 2,099,993 and the bank balances were $§ 2,109,308. This entire amount was covered by
federal depository insurance or by the State Sinking Fund in accordance with Chapter 12C of the Code

of Towa. This chapter provides for additional assessments against the depositories to insure there will be
no loss of funds.

The City has adopted GASB No. 40, Deposit and Investment Risk Disclosures, which defines custodial
credit risk as the risk that, in the event of the failure of the counterparty (the bank) the City will not be
able to recover the value of its investments or collateral securities in the possession of the bank. The
City’s deposits are not exposed to custodial credit risk as of June 30, 2008.

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

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 open-end management

companies; certain joint investment trusts; and warrants or improvement certificates of a drainage
district.
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NOTES TO FINANCIAL STATEMENTS

Note 2 Cash, investments and restricted investments , continued

At June 30, 2008 the City had the following investments:

Carrying Fair

Type Amount Value Maturity
Certificates of Deposit:

First Central State Bank $ 66,537 $ 66,537 12-7-08
First Central State Bank 64,718 64,718 6-4-09
Valley State Bank 249,322 249,322 10-10-08
First Central State Bank 140,653 140,653 8-9-08
First Central State Bank 297,060 297,060 9-6-08
First Central State Bank 82,750 82,750 6-23-09

Totals $ 901,040 $ 901,040

At June 30, 2008 the City’s investments were allocated between unrestricted and temporarily restricted —
sinking funds as follows:

Temporarily
Type Total Unrestricted Restricted
Certificates of Deposit:

First Central State Bank $ 66,537 $ 66,537 $  ---
First Central State Bank 64,718 64,718 -
Valley State Bank 249,322 242,740 6,582
First Central State Bank 140,653 83,140 57,513
First Central State Bank 297,060 297,060 -
First Central State Bank 82,750 72,158 10,592
Totals $ 901,040 $ 826,353 $ 74,687

Note 3 Changes in long-term debt

The following is a summary of the long-term debt transactions of the City for the fiscal year ended June
30, 2008:

Debt payable at July 1, 2007 $ -
Debt assumed during the year 1,546,104
Debt payable at June 30, 2008 $ 1,546,104
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NOTES TO FINANCIAL STATEMENTS

Note 3 Changes in long-term debt, continued

Debt payable at June 30, 2008, is comprised of the following notes payable:

GOVERNMENTAL ACTIVITIES

General Obligation Sewer Bonds
May 14, 2008, $ 1,088,000 bonds payable to the lowa
Finance Authority, to pay for the construction of the
sewer project, due in semi-annual installments
beginning December 1, 2008 of $ 41,000 to $ 71,000,
plus interest at 3.00% and annual servicing fee of
.25% of balance due, through June 1, 2028 $ 773,052

BUSINESS TYPE ACTIVITIES

Sewer Revenue Bonds
May 14, 2008, $ 1,088,000 bonds payable to the Towa
Finance Authority, to pay for the construction of the
sewer project, due in semi-annual installments
beginning December 1, 2008 of $ 41,000 to $ 71,000,
plus interest at 3.00% and annual servicing fee of
.25% of balance due, through June 1, 2028 773,052

$ 1,546,104

Projected annual debt service requirements to maturity, including principal and interest as of June 30,
2008, are as follows:

Maturing during year General Obligation Debt Business Type Debt
ending June, 30 Principal Interest Principal Interest
2009 § 41,000 $ 17310 $ 41,000 $ 18,541
2010 42,000 31,408 42,000 31,410
2011 43,000 30,150 43,000 30,150
2012 44,000 28,860 44,000 28,860
2013 46,000 27,540 46,000 27,540
2014-2018 249,000 116,310 249,000 116,310
2019-2023 288,000 76,680 288,000 76,680
2024-2028 335,000 30,750 335,000 30,750

$ 1,088,000 $ 359,008 $ 1,088,000 $ 360,241
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NOTES TO FINANCIAL STATEMENTS

Note 4 Property taxes

Property tax revenues have been recorded on the “cash basis”, therefore, only property tax distributions
received on or before June 30, 2008, are shown in the combined financial statements. Property taxes
attach as an enforceable lien on property as of January 1. A certified copy of the levy ordinance is filed
with the Scott County Auditor no later than the 15™ day of March, and the county auditor extends the tax
and the county treasurer collects the tax. This tax levy ordinance was adopted by the City on March 13,
2007. Taxes are due and payable in two installments established by statute (March 30 and September
30) and are collected primarily in these months. The county bills and collects all property taxes within
its borders and then forwards the tax collected to the City.

Note 5 Pension plan

The City contributes to the Iowa Public Employees Retirement System (IPERS), a cost-sharing,
multiple-employer defined benefit pension plan administered by the State of Iowa. 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 the Iowa Public Employees
Retirement System, P.O. Box 9117 Des Moines, IA 50306-9117.

Regular plan members are required to contribute 3.9 percent of their annual covered salary, with the City
contributing 6.05 percent. Part time police members contribution rates are 5.64 percent with the City
contributing 8.47 percent. Contribution requirements are established by state statute. The City’s
contribution to IPERS was $ 9,521 for the year ended June 30, 2008.

Note 6 Risk management

The City is exposed to various risks of loss related to torts; theft, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. These risks are covered by 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 coverage in any of
the past three years.

Note 7 Segment reporting

The GASB Statement Numbers 34 and 37 require reporting of certain condensed financial information
on all major business type activities funds. All of this information can be found in the financial
statements of individual funds, for the Water fund on page 39, Sewer fund on page 40, and the Electric
fund on page 41.
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NOTES TO FINANCIAL STATEMENTS

Note 8 Compensated absences

City employees accumulate an unlimited amount of earned but unused vacation and sick leave hours for
subsequent use or for payment upon termination, retirement or death. These accumulations are not
recognized as disbursements by the City until used or paid. The City’s approximate liability for earned
vacation and sick leave termination payments payable to employees at June 30, 2008, which would be
split among the general, road use and enterprise funds and based on rates of pay as of that date, is as
follows:

Type of Benefit Amount
Vacation $ 32,123
Sick leave 3,056
Compensatory time in lieu of overtime 597

Total $ 35,776

Note 9 Commitments and contingencies

The City as of June 30, 2008 is obligated to $ 1,524,405 on the contract for the sewer treatment plant
project.

The City received a reimbursement grant of $§ 9,010 prior to June 30, 2008, from Trees Forever for a
roadway beautification project completed by the City in prior years.

The City is involved in legal action with the provider of wholesale electric service to the City and may
have liability in this action, the amount of which is unknown at this time.

Note 10 Subsequent events

The City paid $ 1,461,550 on the construction contract for the sewer treatment plant through June, 2009.

The City submitted a grant proposal prior to June 30, 2008, jointly with the City of Eldridge and Scott
County, for the construction of a bike path linking Eldridge and Long Grove and was denied. The City
intends to resubmit the proposal in June of 2009.

The City is currently renegotiating limiting the amount of unused compensated absences that may be
accumulated by its employees and intends to conclude this by June of 2009.

Note 11 Overall budgetary comparison

The City’s budgetary compliance is presented on page 25 for all General, Special Revenue and Enterprise
funds.
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Name

Jack L Hill

Donald Abington, Jr.
Jim Ingram

Shannon Hambly
Keith Ehrecke

Jan Morrell

Jack L Hill

Donald Abington, Jr.
Jim Ingram

Shannon Hambly
Keith Ehrecke

Jan Morrell

Susan Lensch Mahannah

CITY OF LONG GROVE, IOWA
OFFICIALS

June 30, 2008

Title
Before January, 2008
Mayor
Council Member
Council Member
Council Member
Council Member
Council Member
After January, 2008
Mayor
Council Member
Council Member
Council Member
Council Member

Council Member

Clerk/Treasurer
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Term Expires

Jan 2008

Jan 2008
Jan 2008
Jan 2008
Jan 2010
Jan 2010

Jan 2010

Jan 2012
Jan 2012
Jan 2012
Jan 2010
Jan 2010
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CITY OF LONG GROVE, IOWA

COMPARATIVE STATEMENT OF ASSETS AND LIABILITIES
CASH BASIS

GENERAL FUND

June 30, 2008 and Unaudited 2007

April 30,
2008 2007 Unaudited
ASSETS
Cash $ 300,646 $ 248,381
Certificates of deposit 16,251 15,481
Total $ 316,897  $ 263,862
FUND EQUITY
Fund balance - undesignated $§ 316,897 § 263,862
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CITY OF LONG GROVE, IOWA

STATEMENT OF REVENUE RECEIVED, EXPENDITURES DISBURSED
AND CHANGES IN FUND BALANCE - CASH BASIS
COMPARED TO BUDGET

GENERAL FUND

For the Year Ended June 30, 2008
With Comparative Actual Unaudited Amounts for the Year Ended June 30, 2007

2008
Variance- UNAUDITED
favorable 2007
Budget Actual (unfavorable) Actual
Revenue received
Property taxes $ 173298  $ 173,775  $ 477 $ 173,421
Franchise fees 6,300 6,207 (93) 5,763
Fines --- --- --- 115
Reimbursement 1,133 --- (1,133) ---
Building and construction 2,000 2,318 318 3,393
Building --- 108 108 1,938
Miscellaneous charges 3,000 15,172 12,172 16,660
Alcohol control 400 829 429 49
Cigarette permits 75 38 (37 75
Grant received --- 9,010 9,010 .-
Interest 2,300 1,242 (1,058) 1,619
Charges / fees 500 1,401 901 657
Total revenue b 189,006 210,100  § 21,094 203,690
Expenditures disbursed
Public safety 37,160 34,505 2,655 23,113
Public works 38,000 36,102 1,898 32,246
Culture and recreation 52,373 40,333 12,040 35,793
Community and economic development 5,000 2,548 2,452 113
General government 49,034 43,577 5,457 42,546
Total expenditures disbursed $ 181,567 157,065 ' § 24,502 133,811
Excess of revenue received
over expenditures disbursed 53,035 69,879
Other financing uses
Transfers out $ (7,439) --- % 7,439 ---
Excess of revenue received over expenditures
disbursed and other financing uses 53,035 69,879
Fund balance, beginning of year 263,862 193,983
Fund balance, end of year 5 316,897 $ 263,862
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CITY OF LONG GROVE, IOWA

STATEMENT OF EXPENDITURES DISBURSED, BY DIVISION
CASH BASIS - COMPARED TO BUDGET

GENERAL FUND

For the Year Ended June 30, 2008
With Comparative Actual Unaudited Amounts for the Year Ended June 30, 2007

2008
Variance- UNAUDITED
Public Safety & Public Works favorable 2007
Budget Actual (unfavorable) Actual
Police Operations
Salaries $ 15,120  $ 9,726 $ 5394 § 5,287
Payroll taxes --- 744 (744) ---
Iowa Public Employees Retirement --- 824 (824) ---
Other benefits 500 --- 500 ---
Association dues - 829 (829) 3,595
Subscriptions 300 --- 300 -
Vehicle operations 2,605 2,814 (209) 1,231
Electric and gas 500 1,400 (900) -
Court and record 150 --- 150 1,000
Office supplies 985 1,168 (183) ---
Total police operations 20,160 17,505 2,655 11,113
Fire Department
Other Contractual services 17,000 17,000 --- 12,000
Total fire department 17,000 17,000 --- 12,000
Total public safety 3 37,160  § 34,505 § 2,655 % 23,113
Public works

Garbage collection services 38,000 36,102 1,898 32,246
Total public works $ 38,000 % 36,102 § 1,898  § 32,246
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CITY OF LONG GROVE, IOWA

STATEMENT OF EXPENDITURES DISBURSED, BY DIVISION
CASH BASIS - COMPARED TO BUDGET

GENERAL FUND

For the Year Ended June 30, 2008

With Comparative Actual Unaudited Amounts for the Year Ended June 30, 2007

2008
Variance- UNAUDITED
Culture and recreation: Community favorable 2007
and economic development Budget Actual (unfavorable) Actual
Culture and recreation
Library
Other contractual services $ 19,373  $ 19,373  § ---  § 21,101
Parks
Grounds maintenance 15,000 12,446 2,554 8,070
Other maintenance 15,000 5,514 9,486 3,622
Total parks department 30,000 17,960 12,040 11,692
Community center
Other contractual services 3,000 3,000 --- 3,000
Total culture and recreation $ 52373  §$ 40,333  $ 12,040 $ 35,793
Community and economic development
Community beautification
Community beautification $ 1,000 $ 672 $ 328 §$ 113
Economic development
Legal expense --- 1,276 (1,276) ---
Printing and publications 4,000 600 3,400 .-
Total economic development 4,000 1,876 2,124 ---
Total community and economic
development $ 5000 § 2,548  § 2,452  § 113
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CITY OF LONG GROVE, IOWA

STATEMENT OF EXPENDITURES DISBURSED, BY DIVISION
CASH BASIS - COMPARED TO BUDGET

GENERAL FUND

For the Year Ended June 30, 2008
With Comparative Actual Unaudited Amounts for the Year Ended June 30, 2007

2008
Variance- UNAUDITED
General government favorable 2007
Budget Actual (unfavorable) Actual
Mayor, Council and city manager
Other pay $ 7,000 § 5139 § 1,861 § 6,499
Clerk, treasurer
Salaries 14,975 11,333 3,642 10,637
Payroll taxes 690 1,556 (866) 1,349
Iowa public employees retirement 545 683 (138) 620
Other benefits 7,524 4,694 2,830 ---
Meetings and conferences 3,500 1,642 1,858 1,521
Total clerk, treasurer 27,234 19,908 7,326 14,127
Elections /
Payments to others 1,500 - 1,500 .-
City attorney
Legal expense 2,000 344 1,656 2,297
City hall
Utilities 4,000 3,760 240 1,232
Maintenance and repairs .-~ 370 (370) 785
Insurance --- 40 (40) 3,698
Legal --- --- --- 664
Printing and publications --- 3,638 (3,638) 4,869
Office supplies 2,300 2,393 (93) 1,530
Office equipment --- 98 (98) 385
Total city hall 6,300 10,299 (3,999) 13,163
Tort liability
Insurance expense 5,000 4,298 702 3,887
Other general government
Engineering expense --- 3,589 (3,589) 2,573
Total general government $ 49,034 $ 43577 % 5457 % 42,546

31-



lNMI

9€8’sor  $§  ovo'0LT  §  --- $ 92050 $ #1959  §
9689z $ Ov9'0L  §  --- $ 900z $ #1959
090°80C 189°81¢ - 65V ErT wTsL
oLL’LS $  6S6TS  §  --- $ L9519 $ (809%6) §
payipneun L007 8007 EINER Xe] sa[es punj xeJ
‘0¢ udv 1950 uondQ 8207 3s() peoy

L00Z payipneun pue 800z ‘0¢ sunr

SANN4 3NNIAIY TVIO3dS

SISVE HSVD
S3ILITIGVIT ANV S13SSV 40 INJW3LVLS ONINISNOD

VYMOI ‘JAOYD ONOT 40 ALID

PaIOLISAT - d0UR[Rq PUN,]

ALINOA ANNA

o1

ysodap Jo Sojeoy1Ie))
ysed

SLASSY



ImMI

9¢8°c9z $  I¥90LT 0§ --- $ 970°'SOT  $  +19°G9 $

T1L°0YT 9€8°697 --- G818 186°C8

XANY S08‘t --- IL1°€T (L9€°81)

--- (zso€LL) (zso‘cLL) --- ---

--- TSOELL TSO°ELL --- ---

vTI°6T 508y --- IL1°€T (L9€°81)

L60°66 01L°SET --- s T9 891°¢L

196°6T s T9 --- s ---

43S

v8STL 891°¢CL --- --- 891°CL

122421 SIS0p1 --- €IL68 108°tS

Gl G961 --- Z16°L 7S9°¢

68€ VL 108°LL --- 108°LL ---

LSL6Y $  6rIIS $ --- $ --- $  6vI‘IS $
panpneun £007 8007 901AIOS Xe ], s9les Xe[,

sTe10], 192 uondQ [e0o] s peoy

vad fo pua 2ouvipq pun,y
4vad fo SuruuiSaq ‘2ouvipq pun,y

(sasn) s90mos SurouruIy Y0 pUB pPIsINGSIp
SIMIPUAdXD JOA0 POAIIOT ANUIAJI JO SSIOXH

(sasn) s201nos Juroueuly I9YI0 [B10],
N0 SI9JSUBI]
$1d1a021 3g9p uonesI[qo [BIdULD)
(sasn) sa24nos Surpunurf 12110

PasIgsIp saImpuadxd I9A0
POATIII ONUIAI JO (AJUIIDJIP) SSIOXH

pasgsIp sarmpuadxa [e30],
pred 2014195 199(T
s109foad ende)
uonedInNedq AIunuwo))
SYTeMIPIS ‘Sa8PLIq ‘SpeOY
Pasunqsip saanjipuadxsy

POATS0QI NUDAI [B10 ],
1so193U]
saxe) soeg
SoX®) 9sn peoy
P241222.4 dGNUIAIY

100Z ‘0€ aunp papug lea i ayj 1o} sjunowy pajipneun [enjoy m>_pm._mQEOU UM

800Z ‘0¢ dunf papu3 Jeaj 8y} Jo4

SANN4 INNIAIY 1VIO3dS

SISvE HSVJ - S3ONV1VE ANN4 NI SFONVHO ANV a3syngsid
SIUNLIANIXT ‘A3AIFOTY INNIATY 40 INIWILVLS ONINIGWOD

VYMOI ‘JAOYD DNOT 40 ALID



CITY OF LONG GROVE, IOWA

STATEMENT OF REVENUE RECEIVED, EXPENDITURES
DISBURSED AND CHANGES IN FUND BALANCE
CASH BASIS - COMPARED TO BUDGET

ROAD USE TAX FUND

For the Year Ended June 30, 2008
With Comparative Actual Unaudited Amounts for the Year Ended June 30, 2007

2008
Variance- UNAUDITED
favorable 2007
Budget Actual (unfavorable) Actual
Revenue received
Road use taxes $ 50,302 $ 51,149  § 847  § 49,757
Interest --- 3,652 3,652 ---
Total revenue received $ 50,302 54801 § 4,499 49,757
Expenditures disbursed
Salaries $ 24,325 23,825 $ 500 23,198
Payroll taxes 1,860 2,445 (585) 1,888
Iowa public employees retirement 1,470 1,492 (22) 1,481
Vehicle operations 1,500 6,591 (5,091) 7,050
Other maintenance and repairs 8,000 5,061 2,939 ---
Engineering services --- --- --- 19,136
Payments to others 15,162 --- 15,162 ---
Street maintenance 4,000 1,970 2,030 ---
Posts / signs 500 --- 500 ---
Streets 25,000 31,784 (6,784) 19,831
Total expenditures disbursed $ 81,817 73,168 § 8,649 72,584
(Deficiency) of revenue received
over expenditures disbursed (18,367) (22,827)
Other financing sources
Transfers in $ 11,515 --- 9§ (11,515) “-.—
(Deficiency) of revenue received over expenditures
disbursed and other financing sources (18,367) (22,827)
Fund balance, beginning of year 83,981 106,808
Fund balance, end of year $ 65,614 $ 83,981
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CITY OF LONG GROVE, IOWA

STATEMENT OF REVENUE RECEIVED, EXPENDITURES
DISBURSED AND CHANGES IN FUND BALANCE
CASH BASIS - COMPARED TO BUDGET

LOCAL OPTION SALES TAX FUND

For the Year Ended June 30, 2008
With Comparative Actual Unaudited Amounts for the Year Ended June 30, 2007

2008
Variance- UNAUDITED
favorable 2007
Budget Actual (unfavorable) Actual
Revenue received
Local option sales tax $ 70,000 $ 77,801 § 7,801 $ 74,389
Interest 5,000 7,912 2,912 75
Total revenue received $ 75,000 85,713  § 10,713 74,464
Expenditures disbursed
Community beautification
Grounds maintenance $ --- --- --- 552
Capital projects
Vehicles 5,500 --- 5,500 .-
Office equipment 2,000 --- 2,000 ---
Other capital expenditures 37,500 51,111 (13,611) 25,961
Infrastructure 8,000 --- 8,000 ---
Other capital outlay 22,000 11,431 10,569 ---
Total expenditures disbursed $ 75,000 62,542 § 12,458 26,513
Excess of revenue received
over expenditures disbursed 23,171 47,951
Fund balance, beginning of year 181,855 133,904
Fund balance, end of year $ 205,026 $ 181,855
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CITY OF LONG GROVE, IOWA

STATEMENT OF REVENUE RECEIVED, EXPENDITURES
DISBURSED AND CHANGES IN FUND BALANCE
CASH BASIS - COMPARED TO BUDGET

DEBT SERVICE FUND

For the Year Ended June 30, 2008

2008
Variance-
favorable
Budget Actual (unfavorable)
Revenue received
Property taxes $ --- ---  $ -—--
Interest --- --- -
Total revenue received $ - - - --- 3 - -
Expenditures disbursed
Debt service paid
Principal paid $ --- --- 3 ---
Interest paid --- . -
Total expenditures disbursed $ --- --- 3 - -
Excess of revenue received
over expenditures disbursed ---
Other financing sources (uses)
General obligation debt receipts $ --- 773,052 §  (773,052)
Transfers out --- (773,052) 773,052
Total other financing sources (uses) $ --- --- % -

Excess of revenue received over expenditures
disbursed and other financing sources (uses) ---

Fund balance, beginning of year ‘ -

Fund balance, end of year $ -
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With Comparative Actual Unaudited Amounts for the Year Ended June 30, 2007

Revenue received
Water sales
Miscellaneous

Total revenue

Expenditures disbursed
Salaries
Payroll taxes
Iowa public employees retirement
Employee insurance
Meetings and conferences
Utilities
- Other maintenance and repairs
Engineering
Insurance
Legal
Payments to others
Testing
Office supplies
Other capital expenditures
Other capital outlay
Total expenditures disbursed

(Deficiency) of revenue received
over expenditures disbursed

Non-operating revenue
Transfers in
Interest on investments
Total non-operating revenue
Changes in net assets
Net assets, beginning of year

Net assets, end of year

CITY OF LONG GROVE, IOWA

STATEMENT OF REVENUE RECEIVED, EXPENDITURES
DISBURSED AND CHANGES IN NET ASSETS
CASH BASIS - COMPARED TO BUDGET

WATER FUND

For the Year Ended June 30, 2008

2008
Variance- UNAUDITED
favorable 2007
Budget Actual (unfavorable) Actual

$ 99,000 % 97,474 $ (1,526) $ 70,823
6,900 14,022 7,122 300

5 105,900 111,496  $ 5,596 71,123
$ 35,300 34,613 § 687 33,105
2,550 3,385 (835) 2,869

2,015 2,174 (159) 2,025

7,524 7,743 (219) 9,471

1,000 991 9 1,654

3,600 --- 3,600 1,307

13,000 3,556 9,444 16,448

1,000 --- 1,000 1,710

5,000 4,298 702 7,585

1,000 813 187 670

9,000 --- 9,000 ---

1,000 1,648 (648) 1,079

2,300 13,309 (11,009) 7,928

5,000 1,488 3,512 2,400

40,000 37,511 2,489 ---

5 129,289 111,529 § 17,760 88,251
(33) (17,128)

$ 19,389 --- § (19,389) ---
4,000 9,346 5,346 141

$ 23,389 9,346  § (14,043) 141
9,313 (16,987)

296,039 313,026

$ 305,352 $ 296,039
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CITY OF LONG GROVE, IOWA

STATEMENT OF REVENUE RECEIVED, EXPENDITURES
DISBURSED AND CHANGES IN NET ASSETS
CASH BASIS - COMPARED TO BUDGET

SEWER FUND

For the Year Ended June 30, 2008
With Comparative Actual Unaudited Amounts for the Year Ended June 30, 2007

2008
Variance- UNAUDITED
favorable 2007
Budget Actual (unfavorable) Actual

Revenue received

Sewer sales $ 1,184,000 $ 94,837 § (1,089,163) $ 95,453
Miscellaneous --- 500 500 75
Total revenue § 1,184,000 95,337 $ (1,088,663) 95,528
Expenditures disbursed
Salaries $ 35,300 34,598 $ 702 34,229
Payroll taxes 2,550 3,235 (685) 2,685
Iowa public employees retirement 2,015 2,174 (159) 2,101
Employee insurance 7,524 7,744 (220) 9,417
Meetings and conferences 1,000 452 548 182
Utilities 5,400 461 4,939 1,276
Building maintenance --- 92 (92) 27
Other maintenance and repairs 8,000 1,543 6,457 5,046
Engineering 1,000 890 110 3,978
Insurance 5,000 4,297 703 7,585
Legal 1,000 2,350 (1,350) 812
Testing 6,400 5,452 948 4,555
Office supplies 2,300 4,537 (2,237) 4,617
Operating supplies 8,000 1,528 6,472 ---
Other capital outlay 1,094,911 - 1,094,911 ---
Other capital expenditures 8,000 --- 8,000 ---
Total expenditures disbursed $ 1,188,400 69,353 § 1,119,045 76,510
Excess of revenue received
over expenditures disbursed 25,984 19,018
Other financing sources
Interest on investments $ 4,400 9,145 $ 4,745 116
Transfers in --- 773,052 (773,052) ---
Total other financing sources $ 4,400 782,197 §  (768,307) 116
Changes in net assets 808,181 19,134
Net assets, beginning of year 175,196 156,062
Net assets, end of year $ 983,377 $ 175,196
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CITY OF LONG GROVE, IOWA

STATEMENT OF REVENUE RECEIVED, EXPENDITURES
DISBURSED AND CHANGES IN NET ASSETS

ELECTRIC FUND

For the Year Ended June 30, 2008

CASH BASIS - COMPARED TO BUDGET

With Comparative Actual Unaudited Amounts for the Year Ended June 30, 2007

Revenue received
Electric sales
Miscellaneous

Total revenue

Expenditures disbursed
Salaries
Payroll taxes
Iowa public employees retirement
Employee insurance
Meetings and conferences
Operational equipment
Other maintenance and repairs
Engineering
Insurance
Legal
Wholesale power
Office supplies
Operating supplies
Other capital expenditures
Other capital outlays
Total expenditures disbursed

Excess of revenue received
over expenditures disbursed

Non-operating revenue
Interest on investments

Changes in net assets

Net assets, beginning of year

Net assets, end of year

2008
Variance- UNAUDITED
favorable 2007
Budget Actual (unfavorable) Actual

$ 303,000 $ 297,219 $ (5,781) $ 302,820
--- 1,194 1,194 1,366

$ 303,000 298,413 § (4,587) 304,186
$ 36,300 36,462  § (162) 33,899
2,550 4,361 (1,811) 3,093

2,015 2,174 (159) 2,268

7,524 8,329 (805) 9,416

1,000 1,922 (922) 1,686

2,000 221 1,779 -

13,000 2,078 10,922 6,590

2,000 - 2,000 -

5,000 4,297 703 7,585

1,000 1,375 (375) 1,369
200,000 204,916 (4,916) 186,602
2,300 3,122 (822) 2,731

5,000 3,495 1,505 -

--- 18,430 (18,430) 25,615

30,311 585 29,726 18,598

$ 310,000 291,767 $ 18,233 299,452
6,646 4,734

$ 7,000 13946 § 6,946 120
20,592 4,854

384,004 379,150

$ 404,596 $ 384,004
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Tom tngewiany, CFA

1111 East River Drive, Davenport, lowa 52803
(563) 323-3568 FAX (563) 326-6204

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 Mayor and City Council
City of Long Grove, Iowa
Long Grove, ITowa

I have audited the financial statements of the governmental activities, the business-type activities, and
each major fund of the City of Long Grove, Iowa, as of and for the year ended June 30, 2008, which
collectively comprise the City’s basic financial statements and have issued my report thereon dated June 12,
2009. I conducted my audit in accordance with auditing standards generally accepted in the United States of
America; Chapter 11 of the Code of Iowa; and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing my audit, I considered the City of Long Grove, lowa’s internal control
over financial reporting in order to determine my auditing procedures for the purpose of expressing my
opinion on the financial statements and not to provide assurance on the internal control over financial

reporting. Accordingly, I do not express an opinion on the effectiveness of the City’s internal control over
reporting.

My 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 disclose all matters in the internal control that
might be either a significant deficiency or material weaknesses. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affect the City’s ability to initiate,
authorize, record, process or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the City’s financial
statements that is more that inconsequential will not be prevented or detected. A material weakness is a
significant deficiency or combination of significant deficiencies that result in more than a remote likelihood
that a material misstatement of the financial statements will not be prevented or detected. I noted one matter

involving the internal control over financial reporting and its operation that I consider to be a material
weakness:

SEGREGATION OF DUTIES

During my audit I noted the City has a lack of segregation of duties due to its size and staffing levels.
As hiring additional employees to possibly circumvent this situation is not usually cost-beneficial, 1
recommend the City Council maintain appropriate oversight of management to ensure adequate
controls in this area.

-1-



I also noted other matters involving the internal control over financial reporting, which included
control deficiencies, that I have reported to management of the City of Long Grove, Iowa, in a separate
letter dated June 12, 2009.

Compliance and other matters

As part of obtaining reasonable assurance about whether the City of Long Grove, lowa, financial
statements are free of material misstatement, I 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 my audit and, accordingly, I do not express such
an opinion. The results of my tests disclosed no instances of noncompliance that are required to be reported
under Government Auditing Standards.

Comments involving statutory and other legal matters about the City’s operations for the year ended
June 30, 2008 are based exclusively on knowledge obtained from procedures performed during my audit of
the financial statements of the City of Long Grove, Iowa, and are reported in Part II of the accompanying
schedule of Findings and Questioned Costs. Since my audit was based on tests and samples not all
transactions that might have had an impact on the comments were necessarily audited. The comments
involving statutory and other legal matters are not intended to constitute legal interpretations of those
statutes. There were no prior statutory comments and recommendations.

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 Long Grove, Iowa, and other parties to whom the City of Long Grove,

Towa, may report, and is not intended to be and should not be used by anyone other than those specified
parties.

I would like to acknowledge the many courtesies and assistance extended to me by personnel of the
City of Long Grove during the course of my audit. Should you have any questions concerning any of the
above matters, I would be pleased to discuss them with you at your convenience.
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[om Engelmiary, CPA

1111 East River Drive, Davenport, lowa 52803
(663) 323-3568 FAX (563) 326-6204

Report on compliance with requirements applicable to
the major program and internal control over compliance
in accordance with OMB Circular A -133

To the Mayor and City Council
City of Long Grove, Iowa
Long Grove, lowa

Compliance

I have audited the compliance of the City of Long Grove, Iowa, with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A -133 Compliance
Supplement that are applicable to its major federal program for the year ended June 30, 2008. The City’s
major federal program is identified in the summary of the independent auditor’s results. section of the
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts, and grants applicable to its major federal program is the responsibility of the
management of the City of Long Grove, Iowa. My responsibility is to express an opinion on the City’s
compliance based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States of
America; Chapter 11 of the Code of Iowa; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards and
provisions require that I plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and
material affect on a major federal program occurred. An audit includes examining, on a test basis, evidence
about the City’s compliance with those requirements and performing such other procedures as I considered
necessary in the circumstances. I believe that my audit provides a reasonable basis for my opinion. My
audit does not provide a legal determination of the City’s compliance with those requirements.

In my opinion, the City of Long Grove, lowa, complied, in all material respects, with the requirements
referred to above that are applicable to its major federal program for the year ended June 30, 2008.

Internal Control Over Compliance

The management of the City of Long Grove, Iowa, is responsible for establishing and maintaining
effective internal control over compliance with the requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing my audit, I considered the City’s internal
control over compliance with requirements that could have a direct and material effect on the major federal
program in order to determine my auditing procedures for the purpose of expressing my opinion on
compliance, but not for the purpose of expressing an opinion on the effectiveness of internal control over

compliance. Accordingly, I do not express an opinion on the effectiveness of the City’s internal control over
compliance.




My consideration of the internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in the City’s internal control that
might be either a material weakness or significant deficiency. A material weakness is a condition in which
the design or operation of one or more if the internal control components does not reduce to a relative low
level the risk that noncompliance with applicable requirements of laws, regulations, contracts, and grants
that would be material in relation to a major federal program being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions. I noted
one matter involving internal control over compliance and its operation that I consider to be a material
weakness, noted in Part II of the Schedule of Findings and Questioned Costs as Finding A-1.

The City of Long Grove, lowa’s response to the finding identified in my audit are described in the
accompanying schedule of findings and questioned costs. I did not audit the City’s response and,
accordingly, T express no opinion on it.

Schedule of Expenditures of Federal Awards

I have audited the financial statements of governmental activities, the business-type activities and
each major fund of the City of Long Grove, lowa, as of and for the year ended June 30, 2008, and have
issued my report thereon dated June 12, 2009. My audit was made for the purpose of forming opinions on
the financial statements that collectively comprise the City’s basic financial statements. The accompanying
Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as required by
OMB Circular A-133, and is not a required part of the financial statements of the City of Long Grove, Iowa.
Such information has been subjected to the auditing procedures applied in my audit of the financial

statements and, in my opinion, is fairly stated in all material respects, in relation to the financial statements
taken as a whole.

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 Long Grove, Iowa, and other parties to whom the City of Long Grove,
Iowa, may report, including federal awarding agencies and pass-through entities, and is not intended to be
and should not be used by anyone other than those specified parties.
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CITY OF LONG GROVE, IOWA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

June 30, 2008

Agency or Loan
Pass Through Program Payable

Grantor / Program CFDA Number Number Expenditures Balance
Direct:

None --- --- ---
Indirect:

Environmental

Protection Agency 66.458 CWSRF (CS192327-01 $ 821,545 $ 1.546.104

NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Note 1 Basis of presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the
City of Long Grove, lowa, and is presented on the cash basis of accounting. The information on this
schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in this schedule
may differ from amounts presented in, or used in the preparation of, the financial statements.



CITY OF LONG GROVE, IOWA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

June 30, 2008

Part I: Summary of the Independent Auditor’s Results:

(a) A qualified opinion was issued on the financial statements.
(b) One material weakness in internal control over financial reporting was identified - See A-1 below.
(¢) The audit did not disclose any non-compliance which is material to the financial statements.

(d) One material weakness in internal control over the major federal program was identified — See A-1
below.

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

(f) The audit did not disclose audit findings which are required to be reported in accordance with Office
of Management and Budget Circular A-133, Section .510(a)

(g) The major program is as follows:
- CFDA Number 66.458 - Environmental Protection Agency

(h) The dollar threshold used to distinguish between type A and Type B programs was $ 300,000.
(i) The City of Long Grove, lowa did not quélify as a low risk auditee.

Part II Schedule of Findings and Questioned Costs:

Finding A-1: Environmental Protection Agency loan

Condition: SEGREGATION OF DUTIES
During my audit I noted the City has a lack of segregation of duties due to its size and staffing levels.
Recommendation: As hiring additional employees to possibly circumvent this situation is not usually

cost-beneficial, I recommend the City Council maintain appropriate oversight of management to
ensure adequate controls in this area.




CITY OF LONG GROVE, IOWA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

June 30, 2008

Part IIl Other Findings Related to Statutory Reporting:

Finding IIl — A - 08: CERTIFED BUDGET — Disbursements during the year ended June 30, 2008 did
not exceed the amounts budgeted.

Finding IIIl — B — 08:: QUESTIONABLE EXPENDITURES - I noted no expenditures that I believe

may fail to meet the requirements of public purpose as defined in an Attorney General’s opinion dated
April 25, 1979.

Finding IIl — C — 08: TRAVEL EXPENSE — No expenditure of City money for travel expenses of
spouses of City officials or employees was noted.

Finding IIl — D — 08: 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 coverage is adequate for current operations.

Finding Il — E — 08: COUNCIL MINUTES — No transactions were found that we believe should have
been approved in the Council minutes but were not.

Finding IIl — F — 08: DEPOSITS AND INVESTMENTS - No instances of non compliance with the

deposit and investment provisions of Chapters 12B and 12C of the Code of Iowa and the City’s
investment policy were noted.




