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Honorable Mayor and Members of City Council
City of Muscatine, Iowa
Muscatine, Iowa

In connection with our audit of the financial statements of the City of Muscatine, Iowa as of and for the
year ended June 30, 2010, we identified deficiencies in internal control over financial reporting (control
deficiencies).

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 and correct
misstatements on a timely basis. A deficiency in design exists when a control necessary to meet the
control objective is missing, or when an existing control is not properly designed so that even if the control
operates as designed, the control objective would not be met. A deficiency in operation exists when a
properly designed control does not operate as designed or when the person performing the control does
not possess the necessary authority or qualifications to perform the control effectively.

A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is
a reasonable possibility that a material misstatement of the financial statements will not be prevented, or
detected and corrected on a timely basis.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Certain control deficiencies that have been previously communicated to you, in writing, by us or by others
within your organization are not repeated herein.

Following are descriptions of other identified control deficiencies that we determined did not constitute
significant deficiencies or material weaknesses:

Cash Receipts:
the Finance Office Assistant has the ability to collect cash, prepare the deposit slips and balance to
the cash register report. The City has implemented compensating controls over this individual
including the cash reconciliations on a monthly basis and daily review of the voided cash receipts by
the accountant.

Accounts Receivable: The Senior Account Clerk posts the write-offs to the accounts receivable
system after the write-off has been approved by the Finance Director. While an approval is obtained,
there is no review of the actual write-offs to the accounts receivable system. We recommend a review
of the actual write-offs posted be reviewed by an independent individual and statements are sent to
the customers on a monthly basis.

The transfer station cash register module tracks the amount of accounts receivable processed during

receivable system for billing and collections tracking. Currently, there is no reconciliation or review
between the two systems to ensure all the information was transferred correctly. We recommend a
reconciliation between the transfer station receivables and the finance department receivable listing is
performed on a periodic basis to ensure all receivables are entered into the finance accounts
receivable system appropriately.
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Federal Grants: While the City collects the required certified payroll report under Davis Bacon Act
before paying the contractor invoice, there was no documentation of the date these reports were
received to indicate they were received in a timely manner. According to the OMB Circular A-133
Davis Bacon Act requirement, the certified payroll reports should be collected on a weekly basis from
contractors. We recommend the City include the date received on the certified payroll reports to
document the timely receipt of these reports.

For the Transportation grant, there is an employee who is considered a split-funded employee as
their salary is partially paid through a federal grant. The employee did not have a timesheet that
showed the percentage of time allocated to the grant that the individual worked in. We recommend
that all split funded employees in federal grants complete a timecard that shows the amount of time
worked in each program they are associated with.

In addition, we have the following item for your consideration:

Suspension and Debarment: For contracts over $25,000 the City should review the EPLS website
for any vendor that may be suspended or debarred from receiving government monies specifically for
construction projects. This will ensure that no payments are made to vendors that are suspended or
debarred from receiving federal funds.

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

Davenport, Iowa
November 18, 2010


