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 REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
 COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 
 FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
 GOVERNMENT AUDITING STANDARDS 
 
 
To the Honorable Mayor and 
  Members of the City Council  
City of Cedar Falls, Iowa 
 
 
We have audited the financial statements of the governmental activities, the business-type activities, the 
aggregate discretely presented component units, each major fund, and the aggregate remaining fund 
information of the City of Cedar Falls, Iowa, as of and for the year ended June 30, 2009, which collectively 
comprise the City’s basic financial statements and have issued our report thereon dated October 19, 2009. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States.  
 
Internal Control Over Financial Reporting 
In planning and performing our audit, we considered the City’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 an 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.  
 
A control deficiency exists when the design or operation of a 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 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 than inconsequential will not be prevented or 
detected by the City’s internal control. 
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more 
than a remote likelihood that a material misstatement of the financial statements will not be prevented or 
detected by the City’s internal control. 
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Our consideration of 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 internal control that might be 
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over 
financial reporting that we consider to be material weaknesses, as defined above. 
 
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, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed 
no instances of noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 
 
Comments involving statutory and other legal matters about the City’s operations for the year ended June 30, 
2009, are based exclusively on knowledge obtained from procedures performed during our audit of the 
financial statements of the City of Cedar Falls, Iowa, and are reported in Part II of the accompanying Schedule 
of Findings and Questioned Costs. 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. 
 
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 Cedar Falls, Iowa, and other parties to whom the City of Cedar Falls, Iowa, may 
report, including federal awarding agencies and pass-through entities. 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 of 
Cedar Falls, Iowa, 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.  

 
Dubuque, Iowa 
October 19, 2009 
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 REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE  
 TO ITS MAJOR PROGRAM AND ON INTERNAL CONTROL OVER 
 COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
 
 
To the Honorable Mayor and 
  Members of the City Council  
City of Cedar Falls, Iowa 
 
 
Compliance 
We have audited the compliance of the City of Cedar Falls, 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, 2009. 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 grant 
agreements applicable to its major federal program is the responsibility of the City’s management. Our 
responsibility is to express an opinion on the City’s compliance based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United 
States of America; 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 OMB Circular A-133 require that we plan 
and perform the audit to obtain reasonable assurance about whether non-compliance with the types of 
compliance requirements referred to above that could have a direct and material effect 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 we considered necessary in the circumstances. 
We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal 
determination on the City’s compliance with those requirements.  
 
In our opinion, the City of Cedar Falls, Iowa, 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, 2009.  
 
Internal Control Over Compliance 
The management of the City of Cedar Falls, Iowa, is responsible for establishing and maintaining effective 
internal control over compliance with requirements of laws, regulations, contracts, and grant agreements 
applicable to federal programs. In planning and performing our audit, we considered the City’s internal control 
over compliance with requirements that could have a direct and material effect on a major federal program in 
order to determine our auditing procedures for the purpose of expressing our opinion on compliance, but not 
for the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, 
we do not express an opinion on the effectiveness of the City’s internal control over compliance. 
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A control deficiency in the City’s internal control over compliance exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their assigned functions, 
to prevent or detect non-compliance with a type of compliance requirement of a federal program on a timely 
basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely 
affects the City’s ability to administer a federal program such that there is more than a remote likelihood that 
non-compliance with a type of compliance requirement of a federal program that is more than inconsequential 
will not be prevented or detected by the City’s internal control. 
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more 
than a remote likelihood that material non-compliance with a type of compliance requirement of a federal 
program will not be prevented or detected by the City’s internal control. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses, as defined above. 
 
Schedule of Expenditures of Federal Awards 
We have audited the financial statements of the governmental activities, the business-type activities, the 
aggregate discretely presented component units, each major fund, and the aggregate remaining fund 
information of the City of Cedar Falls, Iowa, as of and for the year ended June 30, 2009, and have issued our 
report thereon dated October 19, 2009. Our audit was performed for the purpose of forming our 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 basic financial statements. Such information has been 
subjected to the auditing procedures applied in the 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.  
 
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 Cedar Falls, Iowa, and other parties to whom the City of Cedar Falls, Iowa, may 
report, including federal awarding agencies and pass-through entities. This report is not intended to be and 
should not be used by anyone other than these specified parties. 

 
Dubuque, Iowa 
October 19, 2009 
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 CITY OF CEDAR FALLS, IOWA 
 
 SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
 
 YEAR ENDED JUNE 30, 2009 

Agency or
CFDA Pass-through Program

Grantor/Program Number Number Expenditures

Department of Housing and Urban Development:
   Direct Program
      Community Development Block Grants/
         Entitlement Grants 14.218 234,011$         
   Pass-through program from:
      Iowa Department of Economic Development
         Community Development Block Grants/
            State's Program 14.228 08-DRH-007 12,190             
   Pass-through program from:
      City of Waterloo, Iowa
         HOME Investment Partnerships Program 14.239 M01DC190206 71,528             
   Direct Program
      Section 8 Housing Choice Vouchers 14.871 976,110            
Total Department of Housing and Urban Development 1,293,839         

Department of Justice:
   Direct Program
      Bulletproof Vest Partnership Program 16.607 2,459               
   Pass-through program from:
      Iowa Department of Human Rights
         Enforcing Underage Drinking Laws Program 16.727 2008-EUDL 639                   

Total Department of Justice 3,098                

Department of Transportation:
   Pass-through program from:
      Iowa Department of Transportation
         Highway Planning and Construction 20.205 STP-U-1185(635)--70-07 58,502             
         Highway Planning and Construction 20.205 STP-E-1185(638)--8V-07 3,699               
         Highway Planning and Construction 20.205 STP-U-1185(631)--70-07 83,302             
   Pass-through program from:
      Iowa Department of Public Safety
         State and Community Highway Safety 20.600 08-04 1,223               
         State and Community Highway Safety 20.600 09-04 8,748                
Total Department of Transportation 155,474            

Institute of Museum and Library Services
   Direct Program
      Museums for America Grants 45.301 1,764                

Department of Homeland Security
   Pass-through program from:
      Iowa Department of Homeland Security
         Disaster Grants - Public Assistance 97.036 FEMA-IA DR-1763 1,884,142        

          Total 3,338,317$       
 
See notes to the Schedule of Expenditures of Federal Awards.     5 



 CITY OF CEDAR FALLS, IOWA 
 

 NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
 

 YEAR ENDED JUNE 30, 2009 
 
 
NOTE 1. BASIS OF PRESENTATION 
 
The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the City of 
Cedar Falls, Iowa, and is presented on the accrual 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 basic financial statements. 
 
 
NOTE 2. SUBRECIPIENTS 
 
Of the federal expenditures presented in the schedule, the City of Cedar Falls, Iowa, provided federal awards to 
subrecipients as follows:  
 
     Federal CFDA Amount Provided 
Program Title        Number  to Subrecipients 
 
Community Development Block Grants/ 
    Entitlement Grants   14.218 $  86,623 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 6



 CITY OF CEDAR FALLS, IOWA 
 

 SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
 

 YEAR ENDED JUNE 30, 2009 
 
 
Part I: Summary of the Independent Auditor's Results: 
 
Financial Statements 
Type of auditor’s report issued   Unqualified 
 
Internal control over financial reporting: 
  Material weakness identified  No 
  Significant deficiency   None reported 
 
Noncompliance material to financial statements noted No 
 
Federal Awards 
Internal control over major programs: 
  Material weakness identified     No 
  Significant deficiency     None reported 
 
Type of auditor’s report issued on compliance for the major program  Unqualified 
 
Any audit findings disclosed that are required to be reported in 
 accordance with Circular A-133, Section .510(a)     No 
 
Identification of major program: 
 
CFDA Number    Name of Federal Program or Cluster  
14.871       Section 8 Housing Choice Vouchers 
        
Dollar threshold used to distinguish 
   between Type A and Type B programs     $300,000 
 
Auditee qualified as low-risk auditee     Yes 
 
Part II: Other Findings Related to Required Statutory Reporting: 
 
II-A-09 Certified Budget - Disbursements before the December 22, 2008, amendment exceeded the original 

amount budgeted in the capital projects function. Chapter 384.20 of the Code of Iowa states, in part, 
“Public monies may not be expended or encumbered except under an annual or continuing 
appropriation.” 

 
 Recommendation - The budget should have been amended in accordance with Chapter 384.18 

of the Code of Iowa before disbursements were allowed to exceed the budget. 
 
 Response – Disbursements exceeded the original budget due to unexpected disbursements related 

to the 2008 flood. An amendment was made for the flood disbursements and disbursements did not 
exceed the amended budget at year-end. 

 
 Conclusion - Response accepted. 
 
II-B-09 Questionable Expenditures - We noted no expenditures that we believe may fail to meet the 

requirements of public purpose as defined in an Attorney General’s opinion dated April 25, 1979.  
 
  (continued) 
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 CITY OF CEDAR FALLS, IOWA 
 

 SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
 

 YEAR ENDED JUNE 30, 2009 
 
 
Part II: Other Findings Related to Required Statutory Reporting: (continued) 
 
II-C-09 Travel Expense - No expenditures of City money for travel expenses of spouses of City officials or 

employees were noted.  
 
II-D-09 Business Transactions - No business transactions between the City and City officials or employees 

were noted.  
 
II-E-09 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.  

 
II-F-09 Council Minutes - No transactions were found that we believe should have been approved in the 

Council minutes but were not.  
 
II-G-09 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. 

 
II-H-09 Revenue Bonds - No instances of non-compliance with the provisions of the City’s revenue bond 

resolutions were noted.  
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