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To the Honorable Mayor and 
   Members of the City Council 
City of Urbandale, Iowa 
 
 
 
We have audited the financial statements of the governmental activities, the discretely presented component unit, 
each major fund, and the aggregate remaining fund information of the City of Urbandale, Iowa, for the year ended 
June 30, 2010. Professional standards require that we provide you with information about our responsibilities 
under generally accepted auditing standards, Government Auditing Standards, and OMB Circular A-133, as well 
as certain information related to the planned scope and timing of our audit. We have communicated such 
information in our letter to you dated May 14, 2010. Professional standards also require that we communicate to 
you the following information related to our audit. 
 
Significant Audit Findings  
 
Qualitative Aspects of Accounting Practices 
 
Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by the City of Urbandale are described in Note 1 to the financial statements. No new 
accounting policies were adopted, and the application of existing policies was not changed during 2010. We noted 
no transactions entered into by the City during the year for which there is a lack of authoritative guidance or 
consensus. All significant transactions have been recognized in the financial statements in the proper period.  
 
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 City’s financial statements were: 
 

Management’s estimate of the depreciable lives is based on past history of life cycles of capital assets. We 
evaluated the key factors and assumptions used to develop the depreciable lives in determining that they 
are reasonable in relation to the financial statements taken as a whole. 
 
Management's estimate of the cost of contributed infrastructure from developers is based on estimated 
unit cost on City funded projects. We evaluated the key factors and assumptions used to develop the 
contributed infrastructure costs in determining that they are reasonable in relation to the financial 
statements taken as a whole. 
 
Management’s estimate of incurred but not reported health insurance liability is based on third-party 
administrator's calculations and estimates. We evaluated the key factors and assumptions used to develop 
incurred but not reported health insurance liability in determining that it is reasonable in relation to the 
financial statements taken as a whole. 
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Management’s estimate of sick leave liability is based on the requirements for employees to be eligible to 
receive the benefit and the likelihood employees will reach those requirements before termination. We 
evaluated the key factors and assumptions used to develop sick leave liability in determining that it is 
reasonable in relation to the financial statements taken as a whole. 
 
Management’s estimate of other postemployment benefits liability is based on a calculation of actuarially 
determined contributions for health insurance benefits. We evaluated the key factors and assumptions 
used to develop other postemployment benefits liability in determining that it is reasonable in relation to 
the financial statements taken as a whole. 

 
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 known and likely misstatements identified during the audit, 
other than those that are trivial, and communicate them to the appropriate level of management. Management has 
corrected all such misstatements. The following material misstatements, detected as a result of audit procedures, 
were corrected by management: 

Fund Governmental
Statements Activities

Road Use Tax Fund
To record the second half of the I-Jobs reclassification entry to move
   the grant proceeds to the Capital Projects Fund (156,818)$      (156,818)$      

Debt Service Fund
To increase special assessment receivable for the County's June 2010 
   receipts received by the City in July 2010 160,489         160,489         

Capital Projects Fund
To defer revenue related to miscellaneous billing module receivables (160,553)        -                     
To record capital project reimbursement receivables due from other
   governments 181,432         552,075         
To remove accounts payable related to fiscal year 2011 contract 131,408         131,408         

Equity Increase (Decrease)

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 auditor’s 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 8, 2010. 

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 auditor’s 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 such 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. 
 
New Accounting Pronouncements 
 
We have included additional information regarding new accounting pronouncements.   
 
This information is intended solely for the use of the Mayor, City Council, and management of the City of 
Urbandale, Iowa, and is not intended to be and should not be used by anyone other than these specified parties. 
 
As always, we will be happy to discuss these or any other topics at your convenience. We would like to take this 
opportunity to express our appreciation to you and your staff for the fine cooperation that we received during the 
course of the audit. We look forward to many years of continued service to the City of Urbandale, Iowa. 
 
Sincerely, 
 
EIDE BAILLY LLP 
CPAs & Business Advisors 
 
 
 
 
Dubuque, Iowa 
December 8, 2010 



CITY OF URBANDALE 
YEAR ENDED JUNE 30, 2010 
NEW ACCOUNTING PRONOUCEMENTS 
 
 
Governmental Accounting Standards Board (GASB) 
 
GASB has issued one statement not yet implemented by the City that will affect the City’s financial statements, as 
follows: 
 
Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, issued March 2009, will be 
effective for the fiscal year ending June 30, 2011. This Statement establishes new standards for fund balance 
classifications based primarily on the extent to which a government is bound to observe constraints imposed upon 
the use of the resources reported in governmental funds. 
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To the Honorable Mayor and 
   Members of the City Council 
City of Urbandale, Iowa 
 
 
 
In planning and performing our audit of the financial statements of the governmental activities, the discretely 
presented component unit, each major fund, and the aggregate remaining fund information of the City of 
Urbandale, Iowa, as of and for the year ended June 30, 2010, in accordance with auditing standards generally 
accepted in the United States of America, we considered the City’s internal control over financial reporting 
(internal control) 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. Accordingly, we do not express an opinion on the effectiveness of the City’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding paragraph and was 
not designed to identify all deficiencies in internal control that might be significant deficiencies or material 
weaknesses and therefore there can be no assurance that all such deficiencies have been identified. However, as 
discussed below, we identified a certain deficiency in internal control that we consider to be a material weakness 
and another deficiency that we consider to be a significant deficiency. 
 
A deficiency in internal control 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 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 entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. We consider the following deficiency in the 
City’s internal control to be a material weakness: 
 

A properly designed system of internal control over financial reporting allows entities to initiate, 
authorize, record, process, and report financial data reliably in accordance with generally accepted 
accounting principles. During the course of our engagement, we proposed material audit adjustments to 
the financial statements that would not have been identified as a result of the City’s existing internal 
controls and, therefore, could have resulted in a material misstatement of the City’s financial statements. 
The material audit adjustments were related to capital projects and special assessments. The City’s capital 
project activity has increased significantly. Many of the projects have multiple funding sources, including 
grants and reimbursements from other governments. Even though the number, size, and complexity of the 
capital projects have grown, the size of the finance staff has remained limited.  

 
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. We consider 
the following deficiency in the City’s internal control to be a significant deficiency: 
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To assure optimal internal control, controls should properly segregate duties. Proper segregation of duties 
allows entities to initiate, authorize, record, process, and report financial data reliably in accordance with 
generally accepted accounting principles. Duties are not able to be properly segregated due to the limited 
number of office employees. Currently one individual prepares the bank reconciliations, has the ability to 
transfer funds between bank accounts, has the ability to enter invoices into the accounts payable system, 
and prepares and posts entries to the general ledger. Since job functions were not properly segregated, 
misstatements may not have been prevented or detected on a timely basis in the normal course of 
operations. 

 
This communication is intended solely for the information and use of the Mayor, City Council, management, and 
others within the organization and is not intended to be and should not be used by anyone other than these 
specified parties. 
 
Sincerely, 
 
EIDE BAILLY LLP 
CPAs & Business Advisors 
 
 
 
 
Dubuque, Iowa 
December 8, 2010 
 




