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Gardiner Thomen 
Certified Public Accountants 

Independent Auditors' Report 

To the Honorable Mayor and 
Members of the City Council: 

We have audited the accompanying financial statements of the governmental activities, 
the business type activities, each major hnd  and the aggregate remaining fund 
information of the City of Hampton, Iowa, as of and for the year ended June 30, 2010, 
which collectively comprise the City's basic financial statements listed in the table of 
contents. These financial statements are the responsibility of the City of Hampton's 
management. Our responsibility is to express opinions on these financial statements 
based on our audit. 

We conducted our audit in accordance with U.S. generally accepted auditing standards 
and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether 
the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audit provides a reasonable basis for our 
opinions. 

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

In our opinion, the fmancial statements referred to above present fairly, in all material 
respects, the respective cash basis financial position of the govemnental activities, the 
business type activities, each major fund and the aggregate remaining h n d  information of 
the City of Hampton as of June 30, 2010, and the respective changes in cash basis 
financial position for the year then ended in confonnity with the basis of accounting 
described in Note 1. 
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In accordance with Governmen1 Auditing Standards, we have also issued our report dated 
October 17, 2010, on our consideration of the City of Hampton's internal control over 
financial reporting and our tests of its compliance with certain provisions of laws, 
regulations and contracts. The purpose of that report is to describe the scope of our 
testing of internal control over financial reporting and compliance and the results of that 
testing a~ld not to provide an opinion on internal coiltrol over financial reporting or 
coinpliai~ce. That report is an integral part of an audit perfonned in accordance with 
Government Auditing Standards and should be considered in assessing the results of our 
audit. 

Manage~nent's Discussioil and Analysis and budgetary comparison information on pages 
4 through 9 and 25 through 26 are not required parts of the basic financial statements, but 
are suppleinei~tary inforinatioil required by the Govermneiltal Accounting Standards 
Board. We have applied certain limited procedures, which consisted principally of 
iilquiries of management regarding the methods of measurement and presentatioil of the 
required supplementary information. We did not audit the illformation and express no 
opinion on it. 

Our audit was conducted for the purpose of forming opinions on the financial statements 
that collectively comprise the City of Hampton's basic fiilancid statements. We 
previously audited, in accordance with the standards referred to in the second paragraph 
of this report, the financial statements for the six years ended June 30, 2009 (which are 
not presented herein) and expressed unqualified opiilions on those financial statements 
which were prepared in conformity with ail other comprehensive basis of accounting. 
Other supplementary infor~nation included in Schedules 1 through 4, is presented for 
purposes of additional analysis and is not arequired part of the basic financial statemei~ts. 
Such information has been subjected to the auditing procedures applied in our audit of the 
basic financial statements and, in our opinion, is fairly stated in all material respects, in 
relation to the basic financial statements taken as a whole. 

October 17,2010 



MANAGEMENT'S DISCUSSION AND ANALYSIS 

The City of Hainpton provides this Management's Discussion and Analysis of its financial 
stateinents. This narrative overview and analysis of the financial activities is for the fiscal year 
ended June 30, 2010. We encourage readers to consider this information in conjunction with the 
City's financial stateinents, which follow. 

2010 FINANCIAL HIGIUIGHTS 

Revenues of the City's governmental activities increased approxiinately 75% or 
$3,218,313 fro111 fiscal 2009 to fiscal 2010. Capital grants, contributions and 
restricted interest increased approxilnately $305,344 and bond proceeds increased 
$2,729,500. 

Disbursements increased 35% or approxiinately $1,446,856 in fiscal 2010 froin fiscal 
2009. The Highway 65 Project in the Capital Projects program contributed to this 
increase. 

The City's total cash basis net assets increased by $1,901,945. Of this amount, the 
assets of the govemnental activities increased approxiinately $2,109,151 and the 
assets of the business type activities decreased by approxiinately $207,206. 

USING THIS ANNUAL REPORT 

The annual report consists of a series of financial stateinents and other information as follows: 

Management's Disc~ission and Analysis introduces the basic financial stateinents and 
provides an analytical overview of the City's financial activities. 

The Goven~ment-wide Financial Statement consists of a Statement of Activities and 
Net Assets. This statement provides information about the activities of the City as a 
whole and presents an overall view of the City's finances. 

The Fund Financial Statements tell how governine~~tal services were financed in the 
short tenn as well as what re~nains for future spending. Fund financial stateinents 
report the City's operations in more detail than the government-wide statement by 
providing infonnation about the most significant funds. 

Notes to financial statements provide additional infonnation essential to a full 
understanding of the data provided in the basic financial stateinents. 

Required Supplementary Infonnation further explains and supports the financial 
statements with a comparison of the City's budget for the year. 

Other Suppleine~ltary Infor~nation provides detailed infonnation about the nonnlajor 
goveriunentd funds and the city's indebtedness. 



Basis of Accounting 

The City maintains its financial records on the basis of cash receipts and disbursements and the 
financial statements of the City are prepared 011 that basis. The cash basis of accounting does not 
give effect to accounts receivable, accounts payable and accrued items. Accordingly, the 
financial statements do not present financial position and results of operations of the funds in 
accordance with U.S. generally accepted accounting principles. Therefore, when reviewing the 
financial iilfonnatioll 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 off or worse off as a result of the year's activities?" The Statement of Activities and Net 
Assets reports infonnation which helps answer this question. 

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

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

Govermnental Activities include public safety, public works, health and social 
services, culture and recreation, connnunity and economic development, general 
government, debt service and capital projects. Property tax and state and federal 
grants finance most of these activities. 

Business Type Activities include the waterworks, sanitary sewer system, and solid 
waste disposal. These activities are fina~~ced primarily by user charges. 

Fund Financial Statements 

The City has two kinds of fnnds: 

1) Gover~mental funds acco~mt for most of the City's basic services. These focus on how 
money flows into and out of those funds, and the balances at year-end that are available 
for spending. The govemnental funds include: 1) the General Fwd, 2)  the Special 
Revenue Funds, such as Road Use Tax and Tax Increment Financing, 3) the Debt Service 
Fund, 4) the Capital Projects Funds and 5) the Per~nanent Fund. 'The govenunental fund 
financial statements provide a detailed, short-term view of the City's general govermnent 
operations and the basic services it provides. Govenlmental fund information helps 
determine whether there are more or fewer financial resources that can be spent in the 
near future to finance the City's programs. 

The required financial statement for governmental funds is a statement of cash 
receipts, disbursanents 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 eight Enterprise Funds to provide 



separate information for the water, sewer and solid waste funds. All of these Enterprise 
Funds are considered to be inajor funds of the City. 

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

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

Net assets inay serve over time as a useful indicator of financial position. The City's cash 
balance for gover~lmental activities is $4,591,771. The analysis that follows focuses on the 
changes in cash balances for governmental activities. 

Cash Basis Net Assets of Governmental Activities 

Receipts and Transfers 
Program Receipts 

Charges for Service 
Operating Grants, Contributions and Restricted Interest 
Capital Grants, Contributions and Restricted Interest 

General Receipts 
Property Tax 
Local Option Sales Tax 
Unrestricted Investment Earnings 
Bond Proceeds 
Other General Receiots 

Transfers, Net 
Total Receipts and Transfers 

Disbursenlents 
Public Safety 
Public Worlts 
Health and Social Services 
Culture and Recreation 
Community and Economic Development 
General Government 
Debt Service 
Capital projects 

Total Disbursenlents 

Decrease in Cash Basis Net Assets 

Cash Basis Net Assets Beginning of Year 

Cash Basis Net Assets End of Year 



The City's total receipts for govenmental activities increased 115% or approxiinately 
$3,514,065. The total cost of all programs and services increased approxinlately $1,374,294 or 
45% with no new programs added this year. The significant increase in receipts was primarily a 
result of proceeds received froin the issuance of general obligation urban renewal bonds. The 
significant increase in disburseinents was primarily a. result of incurring costs associated with the 
Highway 65 Capital project. 

The cost of all governmental activities this year was $4.462 inillion compared to $3.087 million 
last year. However, as shown in the Statanent of Activities and Net Assets on pages 10 and 11, 
the amount taxpayers ultimately financed for these activities was $3.201 inillion because some of 
the cost was paid by those directly benefiting froin the prograns ($333,691) or by other 
govenuneilts and organizations that subsidized certain prograins with grants, contributions and 
restricted interest ($927,418). Overall, the City's governnlental activities receipts, including 
intergovernmental aid and fees for service, increased in 2010 froin approxiinately $1,073,493 to 
approximately $1,261,109. The City paid for the reinaining "public benefit" portion of 
govermnental activities with approximately $1,357,727 in tax (some of which could only be used 
for certain programs) and with other receipts, such as interest and general entitlements. 

Cash Basis Net Assets of Business Type Activities 

Year Ended June 30, 
2010 2009 

Receipts 
Program Receipts 

Charges for Service 
Water $666 $690 
Sewer 532 513 
Solid Waste 29 29 
Meter Deposits 8 9 

General Receipts 
Transfers 0 156 

1,235 1,397 

Disbursements and Transfers 
Water 
Sewer 
Solid Waste 
Meter Deposits 
Debt Service 
Transfers 

Total Disbursements and Transfers 

Increase in Cash Balance 

Cash Basis Net Assets - Beginning of Year 

Cash Basis Net Assets - End of Year 

Total business type activities receipts for the fiscal year were $1,234,933 compared to 
$1,241,257 last year. 



INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS 

As the City of Hainpton completed the ye&, its governmental funds reported a combined fund 
balance of $4,591,771, an increase of $2,109,151 froin last year's total of $2,482,620. The 
following are the major reasons for the changes in fund balances of the major funds froin the 
prior year. 

The General Fund cash balance decreased $383,399 from the prior year to $659,063. 
This decrease is partially due to the transfer of $441,290 to the Capital Project - Aquatic 
Center Fund to be used for the construction of the new Aquatic Center. Of the remaining 
fund balance, $87,920 is allocated to the Pool, $1,269 is allocated to the Fire Truck Fund 
and $51,370 represents Library funds. The unreserved General Fund cash balance is 
$51 8,504. 

The Road Use Tax Fund cash balance increased by $81,666 to $232,137 during the fiscal 
year. The City intends to use this money to upgrade the condition of all City roads. 

The Employee Benefits Fund cash balance decreased by $80,359 to $(21,024) during the 
fiscal year. This decrease is due to a 35% increase in the cost of health insurance through 
Welln~ark during the fiscal year. 

Tax Increine~~t Fund ended the fiscal year with a cash balance of $48,124 a decrease of 
$724,980 Froill the previous year. The decrease was the result of a $550,000 transfer to 
the Highway 65 Capital Project Fund and paynlent of callable TIF Debts. The city 
intends to use the additional surplus funds to pay TIF Debt and to pay for TIF eligible 
expenditures. 

The Debt Service Fund cash balance increased by $1,103 to $244,230 during the fiscal 
year. 

The Capital Projects - Highway 65 Fund cash balance increased by $2,442,908 to 
$2,421,370 during the fiscal year. The City issued $2,732,400 in general obligation 
urban renewal bonds and transferred $550,000 to this fund froin the TIF fund to finance 
this capital project. Disbursements totaled $1,079,008 for the fiscal year. 

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS 

The Water Fund cash balance increased by $96,407 to $884,032, due primarily to no 
transfers were required in fiscal 2010. 

The Water Revenue Note Sinking Fund cash balance decreased by $212,016 to $5,911. 
This is due to the payment made on the Water Tower Local Option Tax Revenue Bond. 

The Water Improvement Fund was closed during the fiscal year ended June 30, 2010 as 
the debt requiring this fund was paid in full. The $100,000 balance was transferred to the 
Capital Project - Aquatic Center Fund. 

The Water Reserve Fund cash balance remained $62,568 during the fiscal year. 

The Water Construction Fund was closed during the fiscal year ended June 30, 2010 as 
the debt requiring this fund was paid in full. The $254,403 balance was transferred to the 
Capital Project - Aquatic Center Fund. 

The Sewer Fund cash balance increased by $264,570 to $972,549. This is a result of 
sewer rate increase revenues. 

The Solid Waste Fund cash balance decreased by $1,829 to $60,036. 



* The Meter Deposit Fund cash balance increased by $65 to $26,978. 

BUDGETARY HIGHLIGHTS 

Over the course of the year, the City amended its budget. The amendment was approved on May 
25, 2010 and resulted in an increase in operating revenues relating to LOST, Cemetery Trust 
Income, FEMA Reimbursements, I-Jobs grant reiinburseinents, special assessinents, 
iniscellaneous revenues and Proceeds of Long Tenn Debt for the Highway 65 project. An 
increase in operating disbursements was related to Public Safety vehicle and equipment 
replacements, stonn expenses, increases due to harsh winter conditions and general overruns 
related to Public Worlts, Employee Benefits and Enterprise Funds. 

DEBT ADMINISTRATION 

At June 30, 2010, the City had approximately $3,094,700 in bonds and other long-term debt, 
compared to approximately $784,600 last year, as shown below. The Constitution of the State of 
Iowa limits the amount of general obligation debt cities can issue to 5% of the assessed value of 
all taxable property within the City's corporate limits. The City's outstanding general obligation 
debt of $3,094,700 is below its constitutional debt limit of $7,738,155. 

Outstanding Debt at Year-End 
(Expressed in Thousands) 

June 30, 
2010 2009 

General Obligation NotesiBonds $3,095 $368 
Urban renewal tax increment 

financing revenue bonds 0 150 
Revenue Notes 0 267 

Total $3,095 $785 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES 

City elected and appointed officials considered many factors when setting the fiscal year 201 1 
budget, tax rates, and fees that will be charged for various City activities. These factors include 
the economy, assessed valuations, capital projects, debt obligations, employee benefit 
obligations, increased operating costs, aging infrastructure, equipment needs, and limited 
revenue sources. The City also has been quite successfi~l recently in obtaining grants to offset 
the cost of projects and will continue to do so. The City made attempts to counter the ever 
increasing costs of providing employee benefits. 

These factors were talcen into account when adopting the budget for fiscal year 201 1. Budgeted 
disbursemeiits are expected to remain relatively constant however; the Highway Project and 
Aquatic Center Project will be noticeable in 201 1 budget expenditures. 

CONTACTING THE CITY'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, c~~stoiners, and creditors with 
a general overview of the City's finances and to show the City's accountability for the money it 
receives. If you have questions about this report or need additional financial information, contact 
Ron Dunt, City Manager, 122 lSt Ave NW, Hampton, Iowa. 



Basic Financial Statements 



CITY OF HAMPTON 

STATEMENT OF ACTIVITIES AND NET ASSETS - CASH BASIS 
As of and for the Year Ended June 30,2010 

Program Receipts 
Operating Grants, Capital Grants, 

Contriburioni. C'onr~.ibutions. 
(.'lialgcs h r  and l<csc~.ictcd and Rcit~.icted 

Disburse~nents Service Interest Interest 
FunctionsIPrograms: 

Governmental Activities: 
Public Safety 
Public Works 
Health & Social Services 
Culture & Recreation 
Connnunity & Economic Development 
General Govern~nent 
Debt Service 
Capital Projects 

Total Governmental Activities 
Business Type Activities: 

Water 
Water Revenue Note Sinlting 
Sewer Rental 
Solid Waste 
Meter Deposits 

Total Business Type Activities 
Total 
General Receipts: 
Property and Other City Tax Levied For: 

General Purposes 
Debt Service 

Local Option Sales Tax 
Unrestricted Interest on Inveshnents 
Bond Proceeds 
Miscellaneous 

Transfers 

Total Gei~eral Receipts & Transrers 

Change in Cash Basis Net Assets 

Cash Basis Net Assets Beginning of Year 

Cash Basis Net Assets End of Year 

Cash Basis Net Assets 
Restricted: 

Nonexpendable: 
Ceinetev Perpetual Care 

Expendable: 
Streets 
Urbm Renewal Purposes 
Debt Service 
Other Purposes 

Unrestricted 
Total Cash Basis Net Assets 

See Notes to Financial Statements 



Exhibit A 

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

Governmental Business - Type 
Activities Activities Total 



CITY OF HAMPTON 

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES IN 
CASH BALANCES - GOVERNMENTAL FUNDS 

As of and for the Year Ended June 30,2010 

Receipts: 
Property Tax 
Other City Tax 
Licenses & Permits 
Use of Money & Property 
Intergovernmental 
Charges for Service 
Saecial Assessments 
Miscellaneous 

Total Receipts 

Disbursements: 
Operating: 

Public Safety 
Public Works 
Health & Social Services 
Culture & Recreation 
Community & Economic Development 
General Government 

Debt Service 
Capital Projects 

Total Disbursements 

Excess (Deficiency) of Receipts Over (Under) 
Disbursements 

Other Financing Sources (Uses): 
Bond Proceeds 
Operating Translers In 
Operating Transfers Out 

Total Other Financing Sources (Uses) 

Net Change in Cash Balances 

Cash Balances Beginning of Year 

Cash Balances End o f  Year 

Cash Basis Fund Balances 
Reserved: 
Debt Service 
Cemetery Perpetual Care 
Pool 
Fire Truck 
Unreserved: 
General Fund 
Soecial Revenue Funds 
capital Projects Funds 

Total Cash Basis Fund Balances 
See Notes to Financial Stateme~~ts 

Special Revenue 
Road Use Employee 

General Tax Benefits 



Exhibit B 

Special Revenue 
Local Tax Capital 

Option Increment Projects 
Sales Tax Financing Debt Service I-Iwy 65 Nonmaj or Total 



CITY OF HAMPTON 

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES 
IN CASH BALANCES - PROPRIETARY FUNDS 

As of and for the Year Ended June 30,2010 

Water Revenue Water 
Water Note Sinking Iinproveillent 

Operating Receipts: 
Charges for Service $621,027 $0 $0 
Miscellaneous 44,730 0 0 

Total Operating Receipts 665,757 0 0 

Operating Disbursements: 
Business Type Activities 

Excess (Deficiency) of Operating Receipts 
Over (Under) Operating Disbursements 96,407 0 0 

Non-Operating Disbursements 
Debt Service 0 (276,991) 0 

Excess (Deficiency) of Receipts Over (Under) 
Disbursements 96,407 (276,991) 0 

Operating Transfers In (Out) 

Net Change in Cash Balances 

Cash Balances Beginning of Year 

Cash Balances End of Year 

Cash Basis Fund Balances 
Reseived for Debt Service 
Unreserved 

Total Cash Basis Fund Balances 

See Notes to Financial Statenleilts 



Exhibit C 

Water Water Sewer Solid Meter 
Reserve Construction Rental Waste Deposits Total 



City of Hampton 

Notes to Financial Statements 

June 30,2010 

Note 1: Summarv o f  Siprzificarzt Accountinp Policies 

The City of Hampton is a political subdivision of the State of Iowa located in 
Franklin Cou~ty. It was first incorporated in 1871 and operates under the Home 
Rule provisions of the Constitution of Iowa. The City operates under the Mayor- 
Council fonn of government with the Mayor and Council Members elected on a 
non-partisan basis. The City provides numerous services to citizens including 
public safety, public works, health and social services, culture and recreation, 
corn~nunity and econonlic development, and general government services. The City 
also provides water, sewer and solid waste utilities for its citizens. 

A. Reporting Entity 

For financial reporting purposes, the City of Hampton has included all funds, 
organizations, agencies, boards, connnissions and authorities. The City has 
also considered all potential component units for which it is financially 
accountable, a ~ d  other organizations for which the nature and significance of 
their relationship with the City are such that exclusion would cause the City's 
financial statements to be misleading or incomplete. The Governmental 
Accounting Standards Board has set forth criteria to be considered in 
detennining financial accountability. These criteria include appointing a 
voting majority of an organization's governing body, and (1) the ability of the 
City to impose its will on that organization or (2) the potential for the 
organization to provide specific benefits to, or impose specific financial 
burdens on the City. The City of Hampton has no component units which 
meet the Governlnental Accounting Standards Board criteria. 

Jointly Governed Orcranizations 

T l~e  City participates in several jointly governed organizations that provide 
goods or services to the citizenry of the City, but do not meet the criteria of a 
joint venture since there is no ongoing financial interest or responsibility by 
the participating governments. City officials are members of the following 
boards and commissions: North Iowa Taslc Force, the Landfill of North Iowa, 
and the Franklin County Einergency Management Commission, the Franklin 
County E911 Service Board and the Franklin County Conference Board. 



Notes to Financial Sti~tements (Continued) 

Note 1: Surnnzarv o f  Sipnificant Accountinp Policies (Continued) 

B. Basis of Presentation 

Government-wide Financial Stateinent - The Statement of Activities and Net 
Assets reports infor~nation on all of the nonfid~~ciary activities of the City. 
For the most part, the effect of interfund activity has been removed froin this 
statement. Governmental activities, which are supported by tax and 
intergovernmental revenues, are reported separately froin business type 
activities, which rely to a significant extent on fees and charges for services. 

The Statanent of Activities and Net Assets presents the City's non-fiduciary 
net assets. Net assets are reported in the following categories/coinponents: 

Nonapendable restricted net assets are subject to externally iinposed 
stipulations which require thein to be maintained per~nanently by the City, 
including the City's Permanent Fund. 

Expendable restricted net assets result when constraints placed on net 
assets use are either externally iinposed or iinposed by law through 
coilstitutioilal provisions or enabling legislation. 

Unrestricted net assets consist of net assets not meeting the definition of 
the preceding categories. Unrestricted net assets often have constraints on 
resources iinposed by inanageinent which can be removed or modifi ed. 

The Statement of Activities and Net Assets denlollstrates the degree to which 
the direct disburseinents of a given function are offset by prograin receipts. 
Direct disbursements are those clearly identifiable wit11 a specific function. 
Prograin receipts include 1) charges to customers or applicants who purchase, 
use or directly benefit from goods, services or privileges provided by a given 
function and 2) grants, contributions and interest on investnlents restricted to 
meeting the operational or capital requirements of a partic~~lar function. 
Property tax and other items not properly included among prograin receipts 
are reported instead as general receipts. 

Fund Financial Statements - Separate financial statements are provided for 
govermnental funds and proprietary funds. Major individual governmental 
funds and major individual enterprise funds are reported as separate colunns 
in the find financial statements. All remaining govern~nental fimds are 
aggregated and reported as nonmajor govemnental funds. 



Notes to Financial Statements (Continued) 

Note 1: Sunrnaarv o f  Significant Accountine Policies (Continued) 

The City reports the following inajor governmental funds: 

The General Fund is the general operating fund of tlie City. All general tax 
receipts and other receipts not allocated by law or contractual agreement to 
sonle other fund are accounted for in this fund. From this fund are paid the 
general operating disbursements, the fixed charges and the capital 
improvement costs that are not paid from other funds. 

Special Revenue: 

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

The Employee Benefits Fund is a discretionary inajor h ~ d  used to account for 
employee benefits financed by property tax collections. 

The Local Option Sales Tax Fund is used to account for the collection of local 
option sales tax. 

The Tax Increment Financing Fund is a discretionary major fund used to 
account for urban renewal projects financed by tax increment financing. 

The Debt Service Fund is a discretionary major fund utilized to account for 
the payment of interest and principal on the City's general long-tern1 debt. 

The Capital Projects Highway 65 Fund is used to account for the receipts and 
disbursements of the Highway 65 Construction project. 

The City reports the following inajor proprietary funds: 

The Water Fund accounts for tlie operation and maintenance of the City's 
water system. 

The Water Revenue Note Sinking Fund is a discretionary major fund used to 
account for the payment of interest and principal on the City's water related 
debt. This .fund is required by the City's debt agreements. 

The Water Improvement Fund is a discretionary inajor fund used to account 
for funds held by the City for future water iinproveinent projects. 

The Water Reserve Fund is a discretionary major find used to account for the 
funds held by the City as a reserve. 



Notes to Financial Statements (Continued) 

Note 1: Summarv o f  Siznificant Accouratiraz Policies (Continued) 

The Water Construction Fund is a discretionary major fund utilized to account 
for funds held by the City for future water construction projects. 

The Sewer Rental Fund accounts for the operation and maintenance of the 
City's wastewater treatment and sanity sewer system. 

The Solid Waste Fund is a discretionary major fund used to account for 
receipts and disbursements related to solid waste collection and disposal. 

The Meter Deposit Fund is a discretionary major fund used to account for the 
receipts and disbursements related to providing utility services. 

C. Measurement Focus and Basis of Accounting 

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

Under the terms of grant agreements, the City funds certain programs by a 
combination of specific cost reimnb~rsernent grants, categorical block grants 
and general receipts. Thus, when program disburseme~~ts are paid, there are 
both restricted and unrestricted cash basis net assets available to finance the 
program. It is the City's policy to first apply cost-reimbursement grant 
resources to such programs, followed by categorical block grants and then by 
general receipts. 

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

D. Budgets and Budgetaw Accounting 

The budgetary coinparison and related disclosures are reported as Required 
Supplementary Information. During the year ended June 30, 2010, 
disbursements exceeded the a ~ n o u ~ ~ t s  b~dgeted ill the Public Safety, Culture 
and Recreation, Debt Service, and Business Type Activities functions. 



Notes to Financial Statements (Continued) 

Note 2: Cash and Pooled Investments 

The City's deposits in banlcs at June 30, 2010 were entirely covered by federal 
depository insurance or by the State Sinking Fund in accordance with Chapter 12C 
of the Code of Iowa. This chapter provides for additional assessments against the 
depositories to insure there will be no loss of public funds. 

The City is authorized by statute to invest public Eunds in obligations of the United 
States government, its agencies and instmnentalities; certificates of deposit or other 
evidences of deposit at federally insured depository institutions approved by the 
City Council; prime eligible bankers acceptances; certain high rated commercial 
paper; perfected repurchase agreements; certain registered open-end manageme~~t 
investinent companies; certain joint investment tmsts; and warrants or improvement 
certificates of a drainage district. 

The City's investments at June 30, 2010 are as follows: 

Type Carrying Amount Fair Value Maturity 
CorporateIGovernment Bonds $5,000 $5,060 February 17,2012 
Fixed Income $158,786 $163,366 Various 

Note 3: Bonds and Notes Pavable 

Annual debt service requirements to maturity for General Obligation Notes and 
Bonds are as follows: 

Year General Obligation 
Ending Notes and Bonds 
June 30, Priilcipal hterest 

201 1 $465.000 $166.985 

. . 
2021-2025 1,925,000 207;722 

Total $5,540,000 $1,539,584 

On Febmary 25, 2008, the City refunded the 1998 Local Option Sales and Service 
Tax Revenue Bond by issuing $324,000 of Local Option Sales and Service Tax 
Revenue Refunding Bonds, Series 2008. Interest is due semiannually conlmencing 
August 1, 2008 and principle is due annually colnmencing February 1, 2009, until 
Febn~ary 1,2013. Interest rates range from 3.5% to 3.9%. The bonds are not general 
obligations of the City and are payable solely and only by certain Local Option Tax 
Reven~~es. The Bond was paid in full during the year ended June 30,2010. 



Notes to Financial Statements (Continued) 

Note 3: Bonds and Notes Pavable (Continued) 

In May of 2007, the City issued $165,000 of General Obligation Capital Loan 
Notes, Series 2007. The notes were issued for the purpose of paying a portion of 
the costs of collstructillg street and related utility improveinents, including those 
costs associated with the Oalhill Drive Project. Interest is due on December 1, 
2007 and June 1, 2008. The entire prillcipal was due on June 1, 2008. On May 29, 
2008, the Notes were refunded by issuing $165,000 of General Obligation Capital 
Loan Notes, Series 2008. Interest is due semiannually commencing on December 
1, 2008. Principal is due annually com~ne~~cing on June 1, 2009, to be paid in full 
on June 1, 2018. Interest rates range from 2.6% to 3.9%. 

On July 6,  2009, the City issued $2,760,000 of General Obligatioil Bonds, Series 
2009, (Urban Renewal). The bonds were issued to pay the costs of construction, 
reconstruction and installation of roadway and related storm sewer, sanitary sewer 
and water system utility improvements including costs associated with the Highway 
65 Reconstruction Project. The Bonds are general obligations of the City, however 
a portion of the debt will be serviced by tax increment financing revenues collected 
from the City's Urban Renewal Area. Interest ranges from 2.25% to 4.3% over the 
life of the bonds. Interest is due se~niannually colnlnencing in December of 2009, 
principal is due annually conlllleilcing in June of 201 1 through June, 2024. 

The City issued $2,470,000 of General Obligation Local Option Sales Tax Bonds, 
Series 2010, dated July 22, 2010. The bonds were issued to pay the costs of 
acquisition, construction and equipping a new aquatic center. The bonds are 
general obligations of the City, however the debt will be serviced primarily by 
Local Option Sales Tax revenues. The City received a good faith deposit of 
$24,700 in June of 2010, and the remainder of the proceeds in July of 2010. 
Interest ranges from 1.00% to 3.6% over the life of the Bonds. Merest is due 
semiannually comme~~cing in December of 2010 through Ju~ie of 2025. Principal 
payments are due annually coinlnencing in June of 201 1 through June of 2025. 

The City is in compliance with the provisions of the Note and Bond Resolutions. 

Note 4: Pension and Retirement Benefits 

The City colitributes to the Iowa Public Ernployees Retirement System (IPERS) 
which is a cost-sharing n~ultiple-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 supplemeutary information. The report may be obtained by writing to 
IPERS, PO Box 91 17, Des Moines, IA 50306-91 17. 



Notes to Financial Statements (Continued) 

Note 4: Pension and Retirement Benefits (Continued) 

Most regular plan ine~nbers are required to contribute 4.30% of their annual covered 
salary and the City is required to contribute 6.65% of covered salary. Certain 
employees in special rislc occupations and the City contributes an actuarially 
determined contribution rate. The City's contributions to IPERS for the years 
ended June 30, 2010, 2009 and 2008 were $84,178, $84,522 and $73,015, 
respectively, equal to the required contribution for each year. 

Note 5: Other Postemplovmerzt Benefits - (OPEB) 

Plan Description - The City operates a single-employer retiree benefit which 
provides inedical/prescription drug benefits for retirees and their spouses. There are 
27 active and 3 retired manbers in the plan. Participants must be 55 or older at 
retirement. 

The inedical/prescription drug benefits are provided tlrough a fully-insured plan 
with Wellmark. Retirees under age 65 pay the same premium for the 
inedicallprescription drug benefits as active employees. 

Funding P& - The contribution requireinents of plan rnembers are established 
and may be aineilded by the City. The City currently finances the retiree benefit 
plan on a pay-as-you-go basis. The most recent member monthly premiums for the 
City and plan inembers are $443 for single coverage and $1,125 for family 
coverage. The sane monthly prani~uns apply to retirees. For the year ended June 
30, 2010, the City contributed $363,820 and plan rnembers eligible for benefits 
contributed $38,933 to the plan. 

Note 6: Conzpensated Absences 

City employees accuinulate a limited amount of eamed but unused vacation and 
overtime hours for subsequent use or for payment upon termination, retirement or 
death. These acc~~inulations are not recognized as disbursements by the City until 
used or paid. The City's approxiinate liability for emled vacation tennillation 
payments payable to einployees at June 30, 2010, primarily relating to the General 
Fund, is as follows: 

Type of Benefit Amount 
- A  

Vacation $54,312 
Overtime 103,419 

$157,731 

This liability has been computed based on rates of pay in effect at June 30,2010. 



Notes to Financial Statements (Continued) 

Note 7: Interfund Transfers 

The detail of interfund transfers for the year ended June 30,2010 is as follows: 

Transfer To Transfer From Amount 
General Special Revenue: 

Local Option Sales Tax $285,134 
Emergency 25,723 

Enterorise 
Waier Sinking 

Capital Projects Special Revenue: 
Highway 65 Tax Increment Financing 550,000 

Aquatic Center General 441,290 
Enterprise: 

Water Improvement 100,000 
Water Construction 254.403 

Enterprise Special Revenue: 
Water Sinking Local Option Sales Tax 71,766 

Pernlanent 
Cemetery Perpetual Care General 1,610 

$1,736,717 

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

Note 8: Related Partv Transactions 

The City had business tra~isactions between the City and City officials totaling 
$9,850 during tlie year ended June 30,2010. 

Note 9: Larzdfill o f  North Iowa 

The City, in conjunctioll with seventeen other municipalities, has created the 
Landfill of North Iowa. The Landfill was established for the primary purpose of 
providing for the collectioll and disposal of solid waste produced or generated by 
each participant. On dissolutioll of the corporation, the net assets of the Landfill 
will be prorated ainong the municipalities. The Landfill is governed by a board 
colnposed of an elected representative of the governing body of each participating 
governmental jurisdiction. 



Notes to Financial Statements (Continued) 

Note 9: Landfill of  North Iowa (Contitzued) 

The Landfill is not accumulating sufficient financial resources and the participating 
govenx~~ents are obligated for a proportionate share of the debt, therefore, the City 
of Hainpton has an ongoing financial responsibility. The City is also obligated to 
ranit a share of the operating and administration costs. During the year ended June 
30, 2010, the City of Hainpton paid $5,694 for its share of the costs. Completed 
financial statements for the Landfill can be obtained from the Landfill of North 
Iowa. 

Note 10: Risk Mana~enrent 

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

Note 11: Bud~et  Over Exuenditure 

Per the Code of Iowa, disbursements may not legally exceed budgeted 
appropriations at the functional level. During the year ended June 30, 2010, 
disbursements in the Culture and Recreation and Debt Service functions exceeded 
the anouits budgeted. 

Note 12: Excess Fund Balances 

We noted the fund balances of several funds were in excess of disbursements for 
the current year. 

Note 13: Finarzcial Condition 

We noted the fund balances of the Enlployee Benefits Fund, the Econolnic 
Development Fwd and the Capital Project Oak Hills Project Fund were in deficit at 
the end of the year. 

Note 14: Subsealcent Events 

The City issued $2,470,000 General Obligation Local Option Sales Tax Bonds, 
Series 2010 dated July 22, 2010. The bonds were issued to pay the costs of 
acquisition, coilstructioil and eq~ripping a new aquatic ceilter. The bonds are 
general obligations of the City, however the debt will be serviced priinarily by 
Local Option Sales Tax revenues. The City did rcceive $24,700 as a good faith 
deposit in June of 2010, that ainount is shown as outstai~ding debt at June 30,2010. 
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CITY OF HAMPTON 

BUDGETARY COMPARISON SCHEDULE OF RECEIPTS, 
DISBURSEMENTS & CHANGES IN BALANCES -BUDGET AND 
ACTUAL (CASH BASIS) - ALL GOVERNMENTAL FUNDS AND 

PROPRIETARY FUNDS - REQUIRED SUPPLEMENTARY INFORMATION 
Year Ended June 30,2010 

Receipts: 
Property Tax 
Other City Tax 
Licenses &Permits 
Use of Money & Property 
Intergover~nnental 
Charges for Service 
Special Assessments 
Miscellaneous 

Total Receipts 

Disbursements: 
Public Safety 
Public Worlcs 
Health & Social Services 
Culture & Recreatioii 
Community & Economic Development 
General Government 
Debt Seivice 
Capital Projects 
Business Type Activities 

Total Disbursements 

Governmental Proprietary 
Funds Actual Funds Actual Total 

Excess (Deficiency) of Receipts Over 
(Under) Disbursements (937,377) 82,222 (855,155) 

Other Financing Sources (Uses), Net 3,046,528 (289,428) 2,757,100 

Excess (Deficiency) of Receipts and Other Financing 
Sources Over (Under) Disbursements 
and Other Financing Uses 2,109,151 (207,206) 1,901,945 

Balances Beginning of Year 2,482,620 2,219,280 4,701,900 

Balances End of Year $4,591,771 $2,012,074 $6,603,845 

See Accompanying Independent Auditors' Report 



Budgeted Amounts Final to Total 
Original Final Variance 



City of Hampton 

Notes to Required Supplementary Information - Budgetary Reporting 

June 30,2010 

The budgetary cornparison is presented as Required Suppleinentary Information in accordance 
with Governmental Accounting Standards Board Statenlent No. 41 for governments with 
significant budgetary perspective differences resulting froin not being able to present budgetary 
coinparisons for the General Fund and each inajor Special Revenue FLUI~. 

In accordance with the Code of Iowa, the City Council aimt~ally adopts a budget on the cash 
basis following required public notice and hearing for all funds. The annual budget rnay be 
anended during the year utilizing similar statutorily prescribed procedures. 

Formal and legal budgetary control is based upon nine major classes of disburse~nents known as 
functions, not by fund. These nine functions are: public safety, public works, health and social 
services, c~llture and recreation, conllnunity and economic development, general government, 
debt service, capital projects and business type activities. Function disbursements required to be 
budgeted include disbursements for the General Fund, Special Revenue Funds, Debt Service 
Fund, Capital Projects Funds, the Permanent Fund and Enterprise Funds. Although the budget 
document presents fiu~ction disb~~rsements by find, the legal level of control is at the aggregated 
function level, not by fi~nd. During the year, a budget ainendn~ent increased budgeted 
disbursements by $1,322,001. The budget amendment is reflected in the final budgeted anlounts. 

During the year ended June 30, 2010, disbursements exceeded the amounts budgeted in the 
Culture and Recreation and Debt Service functions. 
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CITY OF HAMPTON 

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES 
IN CASH BALANCES - NONMAJOR GOVERNMENTAL FUNDS 

Year Ended June 30,2010 

Special Revenue 
Malte A Emergency Economic Library 
Splash Forfeiture Tax Development 

Receipts: 
property o ax 
Other City Tax 
Use of Money & Property 
Iiltergovermnental 
Special Assessinents 
Miscellaneous 

Total Receipts 

Disbursements: 
Operating: 

Pnblic Safety 0 862 0 0 0 
Culture & Recreation 0 0 0 0 0 
Community & Econoinic Developinenl 0 0 0 146,375 0 

Debt Service 0 0 0 0 0 
Capital Projects 0 0 0 0 0 

Total Disbursements 0 862 0 146,375 0 

Excess (Deficiency) of Receipts Over 
(Under) Disbursements 132,956 (110) 25,723 (32,285) 9 

Other Financing Sources (Uses): 
Bond Proceeds 0 0 0 0 0 
Operating Trai~sfers In 0 0 0 0 0 
Operating Transfers Out 0 0 (25,723) 0 0 

0 0 (25,723) 0 0 

Net Change in Cash Balances 132,956 (110) 0 (32,285) 9 

Cash Balances Beginning of Year 0 2,707 0 11,363 2,588 
Cash Balances End or Year $132,956 $2,597 $0 $(20,922) $2,597 

Cash Basis Fund Balances 
Reserved for: 

Debt Service $0 $0 $0 $0 $0 
Ceinetery Perpetual Care 0 0 0 0 0 

Unreserved: 
Special Revenue Funds 132,956 2,597 0 (20,922) 2,597 
Capital Project Funds 0 0 0 0 0 

Total Cash Basis Fund Balances $132,956 $2,597 $0 $(20,922) $2,597 

See Accompai~ying Independent Auditors' Report. 

28 



Schedule 1 

Special Revenue Debt Service Capital Projects Pennanent 
Svecial Aimort Oak-Hill Aauatic Cenleterv 
A 

Cemetery Trust Assessinents Project Project Center perpetual dare Total 



CITY OF HAMPTON 
SCHEDULE OF INDEBTEDNESS 

Year Ended June 30,2010 

Amount 
Date of Interest Origiilally 

Obligation Issue Rates Issued 

General Obligation NotesiBonds: 
Fire TruckIStreet Iinproveinent/Industrial 

Park Sept. 1,2000 4.90 - 5.50% $1,300,000 
Oakhill Drive Project May 29,2008 2.60 - 3.90% 165,000 
Urban Renewal (Highway 65) July 6,2009 2.25 4 . 3 0 %  2,760,000 
Local Option Sales Tax (Aquatic Center) July 22,2010 1.00-3.60% 2,470,000 

Local Option Tax Revenue Bond 
Water Tower Feb. 25,2008 3.50 - 3.90% 324,000 

See Accoinpai~ying Iildepeiident Auditors' Report. 
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Balance Issued Redeemed Balance Interest 
Beginning During Duiing End of Interest Due and 

of Year Year Year Year Paid Unpaid 



Schedule 3 
CITY OF HAMPTON 

Bond and Note Maturities 
June 30,2010 

General Obligation Notes 
Oak Hill Proiect Fire Truck. Street 

Note Issue; Ind~lstrial Park Issued 
May 29,2009 September 1,2000 

Year Ending Interest Interest - 
June 30, Rates Ainount Rates Amount Total 

201 1 3.10% $15,000 5.50% $175,000 $190,000 

General Obligation Bonds 
Highway 65 Project Aquatic Center 

Bond Issued Bond Issued 
July 6,2009 July 22,2010 

Yeas Ending Interest Interest - 
June 3 0, Rates Amount Rates Amount Total 

201 1 2.25% $160,000 1.00% $1 15,000 $275,000 

See Accompanying Independent Auditors' Report. 



CITY OF HAMPTON 

SCHEDULE OF RECEIPTS BY SOURCE AND DISBURSEMENTS 
BY FUNCTION - ALL GOVERNMENTAL FUNDS 

For the Last Seven Years 

Receipts: 
Property Tax 
Tax Increment Financing Collections 
Other City Tax 
Licenses & Perinits 
Use of Money & Property 
Iiitergovemnental 
Charges for Service 
Special Assessments 
Miscellaneous 

Total 

Disbursements: 
Operating: 

Public Safety 
Public Worlts 
Health & Social Services 
Culture & Recreation 
Conui~unity & Econoinic 

Development 
General Govemnent 

Debt Service 
Capital Projects 

Total 

See Acco~npanying Independent Auditors' Report. 
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Gardiner Thornsen 
Cert i f ied Publ ic  A c c o u n t a n t s  

Independent Auditors' Report on Internal Control over Financial Reporting and on 
Compliance and Other Matters 

Based on an Audit of Financial Statements Performed in Accordance with Goverrzmerzt 
Auditing Standards 

To the Honorable Mayor and 
Members of the City Council: 

We have audited the accompanying financial statements of the governmental activities, the 
business type activities, each major fund and the aggregate remaining fund information of the 
City of Hampton, Iowa, as of and for the year ended June 30, 2010, which collectively comprise 
the City's basic financial statements listed in the table of contents and have issued our report 
thereon dated October 17, 2010. Our report expressed unqualified opinions on the financial 
statements which were prepared in confonnity with an other comprehensive basis of accounting. 
We conducted our audit in accordance with U.S. generally accepted auditing standards and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by 
the Comptroller General of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered City of Hampton'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 City of Hampton's internal control over financial reporting. Accordingly, we do 
not express an opinion on the effectiveness of City of Hampton's internal control over financial 
reporting. 

Our consideration of internal control over financial reporting was for the l i i t e d  purpose 
described in the preceding paragraph and was not designed to identify all deficiencies in internal 
control over financial reporting that might be significant deficiencies or inaterial weaknesses 
and, therefore, there can be no assurance all deficiencies, significant deficiencies or material 
weaknesses have been identified. However, as described in the accompanying Schedule of 
Findings, we identified certain deficiencies in internal control over financial reporting we 
consider to be material weaknesses and other deficiencies we consider to be significant 
deficiencies. 

A deficiency in internal control exists when the design or operation of the control does not allow 
management or employees, in the normal course of performing their assigned hnctions, to 
prevent or detect and correct misstatements on a timely basis. A material weakness is a 
deficiency, or combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of the City of Hampton's financial statements will not be 
prevented or detected and corrected on a timely basis. We consider the deficiencies described in 
the accompanying Schedule of Findings as items A, B and C to be material weaknesses. 
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A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that 
is less severe than a material weakness, yet iinportmt enough to inerit attention by those charged 
with governance. We consider the deficiencies in internal control described in the accornpanying 
Schedule of Findings as item D to be significant deficiencies. 

Compliance and Other Matters 

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

Coininents involving statutory and other legal matters about the City's operations for the year 
ended June 30, 2010 are based exclusively on knowledge obtained froin procedures performed 
during our audit of the financial statements of the City. Since our audit was based on tests and 
sanples, not all transactions that might have had an impact on the coininents were necessarily 
audited. The comments involving statutory and other legal matters are not intended to constitute 
legal interpretations of those statutes. 

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

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

We would like to aclcnowledge the many courtesies and assistance extended to us by personnel 
of the City of Hanipton during the course of our audit. Should you have any questions 
concerning any of the above matters, we shall be pleased to discuss then1 with you at your 
convenience. 

October 17,2010 



City of Hampton 
Hampton, Iowa 

Schedule of Findings 

Year Ended June 30,2010 

Findings Related to the Financial Statements 

INTERNAL CONTROL DEFICIENCIES: 

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

Recommendation - We realize that with a linlited number of office einployees, 
segregation of duties is difficult. However, the City should review its control 
procedures to obtain the maxiinurn internal control possible under the circumstances. 

Response - We will review the procedures as suggested. We are in the process of 
cross training employees to further segregate duties. We have added a pait time ~lerlrlc 
to further segregate duties. 

Conclusion -Response acknowledged. The City should segregate duties to the extent 
possible with existing personnel and utilize administrative personnel to provide 
additional control through review of financial transactions and reports. 

B. Preparation of Full Disclosure Financial Statements - Internal controls over financial 
reporting include the actual preparation and review of financial statements, including 
footnote disclosure, for external reporting, as required by another comprehensive 
basis of accounting. The City of Ha~npton does not have the internal resources to 
prepare the full-disclos~~re financial statements required by an other colnprehensive 
basis of accounting for external reporting. While this circumstance is not uilcoininon 
for most goveriunental entities, it is the responsibility of management and those 
charged with governance, to prepare reliable financial data, or accept the risk 
associated with this condition because of cost or other considerations. 

Recommendation - We recognize that with a limited ilu~nber of office employees, 
gaining sufficient knowledge and expertise to properly select and apply accounting 
principles and prepare full disclosure financial statements for external reporting 
purposes is difficult. However, we recommend that City officials continue to review 
operating procedures and obtain the internal expertise needed to handle all the aspects 
of external financial reporting, rather tllan rely on external assistance. 

Response -We recognize our limitations, however it is not fiscally responsible to add 
additional staff at this time. 

Conclusion - Response acknowledged. 



City of Hampton 
Hampton, Iowa 

Schedule of Findings (Continued) 

Year Ended June 30,2010 

Findings Related to the Financial Statements (Continued) 

C. Period End Financial report in^: Process - The City does not always follow 
established procedures for period end financial reporting process. These include 
procedures used to reconcile items in the general ledger froin subsidiary ledgers, and 
ensuring that all recurring and nonrecurring adjustments to the financial statements 
have been made, including transfers. 

Recommendation - Reconciling the subsidiary ledgers to the general ledger should be 
performed inonthly and recurring journal entries should be made monthly, including 
transfers. A review should be perfonned to ensure that all transactions and journal 
entries have been recorded. 

Response - We will review the procedures suggested. 

Conclusion - Response accepted. 

D. Financial Reporting - During the audit, we identified inaterial amounts of Library 
receipts and disbursements that were not posted to the general ledger. Also, proceeds 
from long term debt were not recorded at face value and the discount on the debt was 
not recorded on the City's general ledger. Adjustments were subsequently made by 
the City to properly report the a~nounts in the City's financial statenlents. 

Recommendation - The City should iinpleinent procedures to ensure all receipts and 
disbursements are correctly recorded in the City's financial statements. 

Response - We will include procedures in our inonthly reconciliation process to 
ensure all amounts are included. 

Conclusion -Response accepted. 

INSTANCES OF NON-COMPLIANCE 

No matters were noted. 

Other Findings Related to Required Statutory Reportins 

1. Certified Budget - Disburseinents during the year ended June 30,2010, exceeded the 
amounts budgeted in the Culture and Recreation and Debt Service functions. Chapter 
384.20 of the Code of Iowa states in part, that "Public monies may not be expended 
or encuinbered except under an annual or continuing appropriation." 



City of Hampton 
Hampton, Iowa 

Schedule of Findings (Continued) 

Year Ended June 30,2010 

Other Findings Related to Required Statutory Reporting: (Continued) 

Recommendation - The budget should have been amended in sufficient amounts in 
accordance with Chapter 384.18 of the Code of Iowa before disbursements were 
allowed to exceed the budget. 

Response -The budget will be amended in the future, if applicable. 

Conclusion -Response accepted 

2. Questionable Disbursements - Certain expenditures we believe may not meet the 
requirements of public purpose as defined in an Attorney General's opinion dated 
April 25, 1979 since the public benefits to be derived have not been clearly 
documented were noted. These expenditures are detailed as follows: 

Paid to Purpose Amount 
Christensen Jewelry Recognition Awards $187 

According to the opinion, it is possible for certain expenditures to meet the test of 
serving a public purpose under certain circunlstances, altl~ougl~ such items will 
certainly be subject to a deserved close scrutiny. The line to be drawn between a 
proper and improper purpose is very thin. 

Recommendation - The Council should detenniiie and document the public purpose 
served by these expenditures before authorizing any further payments. If this practice 
is continued, the City should establish written policies and procedures, including 
requirements for proper documentation. 

Response - We are working on drafting new policies for retirement parties and 
recognition of employees. 

Conclusion - Response aclcnowledged. 

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



City of Hanipton 
Hampton, Iowa 

Schedule of Findings (Continued) 

Year Ended June 30,2010 

Other Findings Related to Required Statutorv Reporting: (Continued) 

4. Business Transactions - Business .transactions between the City and City officials or 
employees are detailed as follows: 

Name, Title & Business Transaction 
Connection Description Amount 

Trev Murphy, Waste Water Employee Building & Equipinent 
Parents own Murphy's Heating & Plumbing Repairs & Maintenance $5,267 

Carrie Blau, Secretary 
Spouse of Adanl Blau Mowing Services 375 

James Davies, City Councilperson 
Employed at Creative Solutions Unlimited Website Renewal 500 

Dan Schipper, Fire Fighter 
Owner of Schipper Tire & Auto Sales Vehicle Repairs & Maintenance 732 

I 
In accordance with Chapter 362.5(10) of the Code of Iowa, the transactions with 
Adam Blau, Creative Solutions and Schipper Tire & Auto Sales do not appear to 
represent conflicts of interest since total transactions were less than $1,500 d~ising the 
fiscal year. In accordance with Chapter 362.5(5) of the Code of Iowa, the 
transactions with M~uphy's Heating and Pluinbing don't appear to represent conflicts 
of interest since Trev Murphy did not participate in the acquisition of the services. 

Recommendation -The City should refrain froin conducting business with related 
parties. The City should consult legal counsel for the disposition of this matter. 

Response - We will refrain froin conducting business with related parties when 
possible. 

Conclusion - Response accepted. 

5. Bond Coverage - Surety bond coverage of City officials and employees is in 
accordance with statutory provisions. The amount of coverage should be reviewed 
annually to ensure that the coverage is adequate for current operations. 

6 .  Council Minutes - No transactions were found that we believe should have been 
approved in the council minutes but were not. 
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Schedule of Findings (Continued) 

Year Ended June 30,2010 

Other Findings Related to Required Statutory report in^: (Continued) 

7. Deposits and Investnlents - Except as noted, no instances of non-comnpliance with the 
deposit and investment provisions of Chapter 12B and 12C of the Code of Iowa and 
the City's investnlent policy were noted. 

The City's deposits exceed the inaxiinuin allowed by the City's Depository 
Resolution at First National Bank of Harnpton during the year. Also, USB Financial 
Services underwent a name chance during the fiscal year and the depository 
resolution was not updated to reflect the change. 

Recommendation - The depository resolution should be changed to accoininodate 
anticipated deposits and updated to reflect the change in the bank nrune. These 
changes should be approved by the City Council. 

Response - A new depository resolution will be approved by the City Council as soon 
as possible. 

Conclusion - Response accepted. 

8. Excess Fund Balances - We noted the fund balances in the Special Revenue Funds: 
Make A Splash, Forfeiture, Library Trust, Ceinetery Trust, Ceinetery Perpetual Care, 
Debt Service, Debt Service Special Assessments; Capital Projects Funds: Hwy 65 and 
Aquatic Center; and Enterprise Funds: Water, Water Revenue, Sewer, Solid Waste 
and Meter Deposits were in excess of disbursements for the current year. 

Recommendation - The City should investigate alternatives to eliininate the excesses. 

Response - The City will investigate alternatives. The Malte A Splash Fund balance 
represents donations to be used for the constr~lction of the new aquatic center during 
the next fiscal year. The Debt Service fund balances will be used to make debt 
payments in future years. The Capital Project fund balances represent debt proceeds 
and transfers to be used in the next fiscal year for those specific projects. The 
ranaining fund balances are earmarked for fbture improvements. 

Conclusion - Response accepted. 

9. Revenue Bonds and- - The City has conlplied wit11 the revenue bond and note 
resolutions. 
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Schedule of Findings (Continued) 

Year Ended June 30,2010 

Other Findings Related to Required Statutow Reporting: (Continued) 

10. Separately Maintained Accounts - %e Police Department maintains the DARE 
account within the department. The receipts & disbursements of the accounts were 
not reflected in the City's accounting systein and were not included in the City's 
annual budget, claims process or finai~cial report. 

Recommendation - In accordance wit11 the Code of Iowa, a Special Revenue hnd  
should be established for this account, all collections should be remitted to the City 
and all disbursements should be approved by the City Council and be reflected in the 
City's accounting systein, annual budget and financial report, claims should be 
approved by Coullcil. 

Response -We will consider establishing a DARE fund. 

Conclusion - Response acknowledged. 

11. Financial Position - We noted that the Special Revenue Funds: Employee Benefits, 
Econoinic Development and Capital Project - Oak Hill Project had deficit fund 
balances of $21,024, $20,922 and $6,563 respectively at June 30,2010. 

Recommendation - The City should investigate alternatives to eliminate these deficits. 

Response - The Enlployee Benefits deficit was due to an increase in employee health 
insurance costs during the fiscal year and will be eliminated through the levy for this 
fund. The Ecoiloinic Development deficit was due to grant disbursemei~ts being 
made before the reimbursement was received by the City. The deficit will be 
eliminated upon receipt of the grant. The Capital Project - Oak Hill Project deficit 
will be eliminated through a transfer froin General Fund when the project is complete. 

Conclusion - Response accepted, 



NEWS RELEASE 

Gardiner Thoinsen, Certified Public Accountants, today released an audit report on the City of 
Hampton. 

The City's receipts totaled $7,516,780 for the year ended June 30,2010, a 75% increase froin the 
prior year. The receipts included $1,357,727 in property tax, $1,234,933 froin charges for 
service, $453,153 from operating grants, contributions and restricted interest, $474,265 from 
capital grants, contributions and restricted interest, $356,900 from local option sales tax, $95,024 
froin unrestricted investment eaniings, $2,757,100 from bond proceeds and $453,987 fro111 other 
general receipts. 

Disburseinents for tlie year totaled $5,614,835 a 35% increase froin the prior year, and included 
$1,484,203 for Capital Projects, $1,075,886 for Public Safety, and $542,457 for Culture and 
Recreation. Also, disbursements for business type activities totaled $1,152,711. 

The significant increase in receipts and disbursements respectively is due priinarily to an 
increase in debt proceeds and increased disbursemeiits for Capital Projects. 

A copy of the audit report is available for review in the City Clerk's Office, in the Office of 
Auditor of State and on the Auditor of State's website at 
htt~:I/auditor.iowa.gov/reports/ii~dex.ht~i~l. 


