


































































CITY OF ONAWA, IOWA 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES 

IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2009 

Amounts reported for governmental activities in the statement of activities are different because: 

Net change in fund balances - total governmental funds (page 29) 

Governmental funds report capital outlays, including infrastructure, as expenditures. However, in 
the statement of activities, the cost of those assets is allocated over their estimated useful lives 
and reported as depreciation expense. Capital outlays were exceeded by depreciation expense in 
the current year as follows: 

Expenditures for capital assets 
Depreciation expense 

Special assessment revenues are deferred in the governmental funds because they are not 
available to provide current financial resources 

Prepaid expenses are not reported in the governmental funds as it is not available to provide 
current financial resources 

Accrued interest expense that does not require current financial resources 

Net book value of fixed assets sold not reported in the governmental funds. 

Internal service fund used by management to fund and maintain the City's health insurance deductible 
account and is included in the statement of net assets. The net revenue of this internal service fund is 
reported with governmental activities 

Internal service fund used by management to fund and maintain the City's deductible account and is 
included in the statement of net assets. The net revenue of this internal service fund is reported with 
governmental activities 

Bond issuance costs and bond discounts are recorded in the funds when new debt is issued, 
whereas, these amounts are deferred and amortized in the Statement of Activities 

Some Expenses reported in the Statement of Activities do not require the use of current financial 
resources and, therefore, are not reported as expenditures in the governmental funds: 

• Compensated absences 

The repayment of the principal of bonded long-term debt consumes the current financial resources 
of governmental funds without affecting the net assets. The statement of activities does not reflect 
the payment of principal on bonded long-term debt. The principal paid on bonded long-term debt 
during the current year was: 

Change in net assets of governmental activities (page 24) 

See Accompanying Notes to Financial Statements 
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HEnJES, CONNER &
WILLIAMS, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

The Honorable Members of
the City Council

City of Onawa, Iowa
Onawa, Iowa

800 FRANCES BUILDING
505 FIFTH STREET

P.O. BOX 1528
SIOUX CITY, IOWA 51 102

PH. (712) 277-3931
(800) 274-3931

FAX (712) 233-3431

We have audited the financial statements of the governmental activities, the business type activities, the discretely
presented component unit, each major fund and the aggregate remaining fund information of the CITY OF
ONAWA, Iowa, as of and for the year ended June 30, 2009, and, have issued our report thereon dated
December 4, 2009. Professional standards require that we provide you with the following information related to
our audit.

Our Responsibilities Under U.S. Generally Accepted
Auditing Standards and Governmental Auditing Standards

As stated in our engagement letter dated September 14, 2009, our responsibility, as described by professional
standards, is to express an opinion about whether the financial statements prepared by management with your
oversight are fairly presented, in all material respects, in conformity with accounting principles generally accepted
in the United States of America. Our audit of the financial statements does not relieve you or management of you
responsibilities.

As part of our audit, we considered the internal control of the City of Onawa. Such considerations were solely for
the purpose of determining our audit procedures and not to provide any assurance concerning such internal
control.

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we performed test of the City of Onawa's compliance with certain provisions of laws, regulations,
contracts, and grants. However, the objective was not to provide an opinion on compliance with such provisions.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to management in
our meeting about planning matters on September 14, 2009.
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Significant Audit Findinas

Qualitative Aspects ofAccounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the City of Onawa are described in Note 1 to the financial statements. No new
accounting were adopted and the application of existing policies was not changed during the year ended June 30,
2009. We noted no transactions entered into the City of Onawa during the year for which there is a lack of
authoritative guidance or consensus. There are no significant transactions that have been recognized in the
financial statements in a different period that when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management's knowledge and experience about past and current events and assumptions about future events.
Certain accounting estimates are particularly sensitive because of their significance to the financial statements and
because of the possibility that future events affecting them may differ significantly from those expected. The
most sensitive estimates affecting the financial statements were:

Management's estimate of the allowance for doubtful accounts and the depreciable lives of capital assets. We
evaluated the key factors and assumptions used to develop these estimates in determining that they are
reasonable in relation to the financial statements taken as a whole.

The disclosures in the financial statements are neutral, consistent, and clear. Certain financial statement
disclosures are particularly sensitive because of their significance to the financial statement users. The most
sensitive disclosures affecting the financial statements were:

The disclosures of Cash and Investments in Note 2, Capital Assets in Note 6, Long-Term Debt in Note 7, and
Commitments and Contingencies in Note 13 to the financial statements.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all know and likely misstatements identified during the audit,
other than those that are trivial, and communicate them to the appropriate level of management. The attached
schedule summarizes uncorrected misstatements of the financial statements. Management has determined that
their effects are immaterial, both individually and in the aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to
the financial statements or the auditors' report. We are pleased to report that no such disagreements arose during
the course of our audit.
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Management Representations

We have requested certain representations from management that are included in the management representation
letter dated December 4, 2009.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a "second opinion" on certain situations. If a consultation involves application of an
accounting principle to the City's financial statements or a determination of the type of auditors' opinion that may
be expressed on those statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no consultations with other
accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the City's auditors. However, these discussions
occurred in the normal course of our professional relationship and our responses were not a condition to our
retention.

This information is intended solely for the use of the City Council and management of the City of Onawa and is
not intended to be and should not be used by anyone other than these specified parties.

d^
A/' Ĉertified Public Accountants

Sioux City, Iowa
December 4, 2009
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