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HOGAN - HANSEN

A Professional Corporation

Certified Public Accountants and Consultants

Independent Auditor’s Report

To the Honorable Mayor and
Members of the City Council
City of Vinton, lowa

We have audited the accompanying 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 Vinton, lowa, as of and for the year ended June 30, 2011, which collectively
comprise the City's basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the City of Vinton’s management. Our responsibility is to express
opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. 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 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 accounting principles generally
accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects the
respective cash basis financial position 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 Vinton as of June 30, 2011, and the respective changes in the cash basis financial position for
the year then ended in conformity with the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated January 26,
2012 on our consideration of the City of Vinton's internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. 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 and not to provide an opinion on internal control
over financial reporting or compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

3128 Brockway Road, P.O. Box 240, Waterloo, IA 50704-0240 « (319) 233-5225 « Fax (319) 233-3188 « E-Mail w@hoganhansen.com

Member of American Institute of CPAs - lowa Society of CPAs 2
Algona  Belmond * Cedar Falls « Cedar Rapids ¢ Clear Lake « Mason City « Waterloo



To the Honorable Mayor and
Members of the City Council
Page 2

Management's Discussion and Analysis and budgetary comparison information on Pages 4 through 10
and Page 26 are not required parts of the basic financial statements, but are supplementary information
required by the Governmental Accounting Standards Board. We have applied limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. We did not audit the information 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 Vinton's basic financial statements. We previously audited, in accordance with the
standards referred to in the second paragraph of this report, the financial statements for the four years
ended June 30, 2010 (which are not presented herein) and expressed unqualified opinions on those
financial statements and supplementary data which were prepared in conformity with an other
comprehensive basis of accounting. Other supplementary information included on Pages 27 through 31 is
presented for purposes of additional analysis and is not a required part of the basic financial statements.
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.

%ew - #Aﬂa’éﬂ

HOGAN - HANSEN

Waterloo, lowa
January 26, 2012



Management’s Discussion and Analysis

The City of Vinton provides this Management’s Discussion and Analysis of its financial statements. This
narrative overview and analysis of the financial activities is for the fiscal year ended June 30, 2011. We
encourage readers to consider this information in conjunction with the City’s financial statements, which
follow.

2011 FINANCIAL HIGHLIGHTS

Total receipts of the City increased 21%, or approximately $1,350,000, from fiscal 2010 to fiscal 2011.
Property tax receipts, including TIF collections and other city taxes and assessments, decreased $18,608,
charges for services increased $106,556 and grants, contributions and restricted interest decreased by
$394,921.

Disbursements decreased 8.4%, or approximately $655,000, in fiscal 2011 from fiscal 2010. Capital
projects disbursements decreased $812,982 while business-type activities increased by approximately
$18,308.

The City’s total cash basis net assets increased 29%, or approximately $702,000, from June 30, 2010 to
June 30, 2011. Of this amount, the assets of the governmental activities increased approximately $698,000
and the assets of the business-type activities increased by approximately $4,000.

USING THIS ANNUAL REPORT
The annual report consists of a series of financial statements and other information as follows:

Management’s Discussion and Analysis introduces the basic financial statements and provides an
analytical overview of the City’s financial activities.

The Government-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 governmental services were financed in the short term as well
as what remains for future spending. Fund financial statements report the City’s operations in more
detail than the government-wide statement by providing information about the most significant funds.

Notes to Financial Statements provide additional information essential to a full understanding of the
data provided in the basic financial statements.

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

Other Supplementary Information provides detailed information about the nonmajor governmental
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 on 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 accounting principles
generally accepted in the United States of America. Therefore, when reviewing the financial information
and discussion within this annual report, the reader should keep in mind the limitations resulting from 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
information 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:

» Governmental Activities include public safety, public works, health and social services, culture and
recreation, community 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 water department, wastewater treatment utilities and
landfill/recycling operations. These activities are financed primarily by user charges.

Fund Financial Statements
The City has two kinds of funds:

1. Governmental funds account 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
governmental funds include: (a) the General Fund, (b) the Special Revenue Funds, such as Road Use
Tax and Urban Renewal Tax Increment (TIF), (c) the Debt Service Fund, (d) the Capital Projects
Funds and (e) the Permanent Fund. The governmental fund financial statements provide a detailed,
short-term view of the City’s general government operations and the basic services it provides.
Governmental 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 statements for Governmental Funds include a Statement of Cash Receipts,
Disbursements and Changes in Cash Balances.

2. Proprietary Funds are used to report business-type activities. The City maintains three Enterprise
Funds to provide separate information for the water, wastewater treatment and landfill/recycling funds,
considered to be major funds of the City.

The required financial statements for Proprietary Funds include a Statement of Cash Receipts,
Disbursements and Changes in Cash Balances.



The City as Trustee

The City is the trustee, or fiduciary, for its utility deposits. All of the City’s fiduciary activities are reported
in a separate Statement of Cash Receipts, Disbursements and Changes in Cash Balances on Page 14. We
exclude these activities from the City’s other financial statements because the City cannot use these assets
to finance its operations. The City is responsible for ensuring that the assets reported in this fund are used
for its intended purpose.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of financial position. The City’s cash balance for
governmental activities increased from $1,329,025 a year ago to $2,026,637. The analysis that follows
focuses on the changes in cash balances for governmental activities.

Changes in Cash Basis Net Assets of Governmental Activities

Year Ended June 30,

2011 2010
Receipts and Transfers
Program Receipts
Charges for service $ 706,032 $ 621,956
Operating grants, contributions and restricted interest 755,100 1,387,573
Capital grants, contributions and restricted interest 964,783 649,280
General Receipts
Property tax and tax increment financing 1,934,737 1,896,096
Local option sales tax 305,162 325,196
Licenses
Permits and franchise fees 62,757 55,805
Unrestricted interest on investments 13,932 14,353
Other general receipts 10,902 23,750
Debt proceeds 1,626,568 —
Interfund loans — 455,000
Transfers, net 162,294 182,831
Total Receipts and Transfers 6,542,267 5,611,840
Disbursements
Public safety 800,008 906,850
Public works 803,130 1,380,414
Health and social services 31,986 20,355
Culture and recreation 893,606 931,478
Community and economic development 25,087 374,213
General government 428,031 453,244
Debt service 1,840,112 616,038
Capital projects 1,022,695 1,835,677
Total Disbursements 5,844,655 6,518,269
Increase (Decrease) in Cash Basis Net Assets 697,612 (906,429)
Cash Basis Net Assets - Beginning of Year 1,329,025 2,235,454
Cash Basis Net Assets - End of Year $ 2,026,637 $ 1,329,025



The City’s total receipts for governmental activities increased 16.5%, or approximately $930,000. The
total cost of all programs and services decreased approximately $670,000, or 10.3%, with no new
programs added this year. The main reason for this change is the property acquisition program undertaken
by the City where property was purchased during the past fiscal year (FYE 2010), thus higher expense,
and the City receiving the reimbursement for those purchases during FYE 2011.

The City increased property tax rates for fiscal year 2011 from $14.56 to $14.60, an increase of 0.27%.
This increase raised the City’s property tax receipts approximately $81,000 in fiscal year 2011. Based on
increases in the total assessed valuation, property tax receipts are budgeted to increase an additional
$66,419 next year.

The cost of all governmental activities this year was $5,844,655 compared to $6,518,269 last year. As
shown in the Statement of Activities and Net Assets, the amount taxpayers ultimately financed for these
activities was only $3,418,740 because some of the cost was paid by those directly benefiting from the
programs ($706,032) or by other governments and organizations that subsidized certain programs with
grants, contributions and restricted interest ($1,719,883). The City paid for the remaining “public benefit”
portion of governmental activities with $2,327,490 in general receipts, $1,788,862 in transfers and debt
proceeds and has $2,026,637 in cash balances carried forward.

Changes in Cash Basis Net Assets of Business-Type Activities

Year Ended June 30,
2011 2010
Receipts
Program Receipts
Charges for Service
Water utility $ 531,225 $ 513,919
Wastewater treatment 479,788 471,160
Landfill/recycling 416,958 420,412
General Receipts
Operating Grants, Interest and Other
Water utility 7,695 5,908
Wastewater treatment 5,130 80,217
Landfill/recycling 7,740 8,406
Total Receipts 1,448,536 1,500,022
Disbursements and Transfers
Water utility 524,665 527,269
Wastewater treatment 379,555 356,712
Landfill/recycling 377,592 379,523
Transfers 162,294 182,831
Interfund loans — 455,000
Total Disbursements and Transfers 1,444,106 1,901,335
Increase (Decrease) in Cash Basis Net Assets 4,430 (401,313)
Cash Basis Net Assets - Beginning of Year 1,091,035 1,492,348
Cash Basis Net Assets - End of Year $ 1,095,465 $ 1,091,035



Total business-type activities receipts for the fiscal year were approximately $1,450,000 compared to
approximately $1,500,000 last year. The decrease was due to funds received from the Federal Emergency
Management Agency for flood damage to City property.

The cash balance increased approximately $4,000 and the total disbursements for the fiscal year decreased

24% to approximately $1,450,000 due to the receipt of reimbursements from the Federal Emergency

Management Agency last year and the transfer of funds from of $330,000 from the Electric Utility as a

loan for new street department equipment and $62,098 from the Electric Utility for salary reimbursement.
Component Unit Financial Statements

Please refer to separately issued financial statements of the component unit, Vinton Municipal Electric
Utility.

INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS
As the City of Vinton completed the year, its governmental funds reported a combined fund balance of
$2,026,637, an increase of $697,612 from last year’s total of $1,329,025. The following are the major

reasons for the changes in fund balances of the major funds from the prior year.

» The General Fund cash balance increased $133,463 from the prior year to $978,292 primarily due to
capital projects that have been delayed for one year.

e The Road Use Tax Special Revenue Fund increased $10,782 from the prior year to $221,749 primarily
due to lower than expected snow removal expenses experienced last year.

» The Local Option Sales Tax (LOST) Fund decreased $31,568 to $213,721 due to transfer of funds to
funds designated for disbursement by the referendum that enacted the LOST.

» The Capital Projects Flood Mitigation Fund increased ($578,923) to ($44,854) due to reimbursement
of funds by the Federal Emergency Management Agency for property acquisitions.

» The Debt Service Fund was established to account for debt obligations of the City. At the end of the
fiscal year, the cash balance was $14,386, a decrease of $941 from the previous year.

INDIVIDUAL MAJOR BUSINESS-TYPE FUND ANALYSIS
» The water utility cash balance decreased by $4,736 to $233,462 due to less revenue than anticipated.

» The wastewater treatment cash balance decreased by $12,940 to $749,668 due to larger than
anticipated electricity payments.

» The landfill/recycling cash balance increased by $22,106 to $112,335 primarily due to larger than
anticipated revenue.



BUDGETARY HIGHLIGHTS

Over the course of the year, the City amended its budget one time. The main purpose of the amendment
was to account for the refunding of bonds that were issued in 2003 and 2004 with a payoff amount of
approximately $1.375 million. The City also accounted for $379,000 that was spent in the property
acquisition program not accounted for in the original budget.

DEBT ADMINISTRATION

At June 30, 2011, the City had $4,238,000 in bonds and other long-term debt, compared to $4,710,000 last
year, as shown below:

Outstanding Debt at Year End

Year Ended June 30,

2011 2010
General obligation bonds and notes $ 3,550,000 $ 3,875,000
Water revenue bonds 588,000 715,000
Rural electric cooperative note 100,000 120,000
Total $ 4,238,000 $ 4,710,000
Loans From Vinton Municipal Electric Utility
(Component Unit) $ 337,161 $ 45,975
Interfund Loans $ 455,000 $ 455,000

The Constitution of the State of lowa 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 and rural electric cooperative debt of $3,650,000 is below its constitutional debt limit of
$11,008,636.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The main economic factor that is anticipated to affect next year’s budget is the finalization of the flood
mitigation projects with the Federal Emergency Management Agency. While the flood mitigation fund
negative balance will not be completely resolved, it should continue to be reduced. The City of Vinton is
also anticipating a large economic development project on the west side of the City on West 13™ Street
with a large seed/fertilizer distribution center being constructed with an anticipated $3.5 million assessed
value. The anticipated volume of traffic to and from this center will necessitate substantial improvements
to West 13" Street of approximately $1.5 million. The City is applying to the state RISE program to share
half of the cost of these improvements.



CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers 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 Cindy Michael, 110 West
Third Street, P.O. Box 529, Vinton, 1A 52349.
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Statement of Activities and Net Assets - Cash Basis

As of and for the Year Ended June 30, 2011

Functions/Programs

Primary Government
Governmental Activities

PUbIlic safety ...
PUDIC WOTKS ..ee e
Health and SoCial SEIVICES .......ovvveiiieeeeeeeeeee e
CUulture and reCrEaAtION.........evveieeee et
Community and economic development............ccccceevvnnnee.
General OVEIMMENT ......uviiiiieeeeeiiiiiieeie e e e e e eeireree e e e e e
[DI=] o) Y= AV (o< TP
Capital PrOJECES ...

Total Governmental ACLIVITIES ....o.vvvvveeieiee e,

Business-Type Activities

Water Utility ...,
Wastewater treatment ...,
Landfill/reCyCliNg........coueeeiiiiiiiiiieeee e

Total Business-Type ACtiVItieS.....ccccccceeevviiiiiiiiiieeeen,

Total Primary GOVernment ........cccoovvvevviiiiiiiiiin e

Component Unit

Vinton Municipal Electric Utility ..........cccccoi,

General Receipts
Property Tax Levied for

GeNneral PUIPOSES. .....uii e e e s
Employee beNEfitS.........uviiiiiiiiiiiiiiiiiiiiiiiiiiiiiieeneaenns
Tax increment financing..............ccccc
=T 0BRSS
Local Option SAIES taX ........oviuiviriiiiieee e
Licenses, permits and franchise fees..........ccccccceiiiiiiiinnncenn,
Unrestricted interest on investments ...,
Debt repayment........ccooo o e
MiSCEIIANEOUS.......uuiiiiiiiiiiiiiiiiiiii e
Bond and loan proceeds (ISSUEM)...........vverivervviriiiniiinniinnninnnnnn,
SaAIE Of ASSELS ...ueiiiiiiii i
Transfers iN (OUL) ..o
Total General Receipts and Transfers..........cccoeeeeenn.

Change in Cash Basis Net ASSEetS ...ccooveevviiviiiiiiiie e,
Cash Basis Net Assets - Beginning of Year ...............ccovvvvnneen.

Cash Basis Net Assets - End of Year ....coccoovvveivieiiieiiiieinns

Cash Basis Net Assets
Restricted
Nonexpendable

B o) o1 TR I 0 1) PR

Expendable

SHIBELS et
Local option sales taX ..........ccccevvvvviviiiiiii e
DEDL SEIVICE ...uuuii e
Other PUIMPOSES ......uiiiiiiiieee et
L8 a1 =S] 1o = o

Total Cash BasiS Net ASSES ....cvuiieieeieieieeie et eees

See accompanying notes to the financial statements.

Disbursements

$ 800,008
803,130
31,986
893,606
25,087
428,031
1,840,112
1,022,695
5,844,655

524,665
379,555
377,592
1,281,812

$ 7,126,467
$ 5,463,125

Program Receipts

Charges
for Service

$ 10,835
133,485

252,096
35
309,581

706,032

523,972
479,788
416,958
1,420,718

$ 2,126,750
$ 4,655,159

Operating Grants,

Contributions

and Restricted

Interest

$ 107,643
502,047
1,982
119,633

23,795

755,100

7,000

7,000

$ 762,100

Q

Capital Grants,

Contributions

and Restricted

Interest

964,783
964,783

$ 964,783
$ 1,067,670

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

Governmental

Activities

$ (681,530)
(167,598)
(30,004)
(521,877)
(25,052)
(94,655)
(1,840,112)
(57,912)
(3,418,740)

(3.418,740)

969,529
469,474
193,539
302,195
305,162

62,757

13,932

5,900
1,626,568
5,002
162,294
4,116,352

697,612
1,329,025

$ 2,026,637

$ 100,000

221,749
213,721

14,386
543,343
933,438

$ 2,026,637

Business-

Type
Activities

(693)
100,233
46,366
145,906

145,906

14,501
6,317

(162,294)
(141,476)

4,430
1,091,085

$ 1,095,465

215,000

880,465
$ 1,095,465

Total

$ (681,530)
(167,598)
(30,004)
(521,877)
(25,052)
(94,655)
(1,840,112)
(57,912)
(3,418,740)

(693)
100,233
46,366
145,906

(3.272,834)

969,529
469,474
193,539
302,195
305,162

62,757

28,433

12,217
1,626,568
5,002

3,974 876

702,042
2,420,060

$ 3,122,102

$ 100,000

221,749
213,721
229,386
543,343
1,813,903

$ 3,122,102

Component
Unit

52,635
38,814

(330,000)

(238,551)

21,153
2,638,206

$ 2,659,359

2,659,359
$ 2,659,359
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Statement of Cash Receipts, Disbursements and Changes in Cash

Balances - Governmental Funds

As of and for the Year Ended June 30, 2011

Receipts

Property taXeSs ....couvuuiiiieiiieeiiie e e
Tax increment fiNaNCINg ........coovviiiiiiie e,
Other City taXES......ocivviiiiiiiiieeeeeeee e
Licenses and PermitS...........uuuuurruurirrriuuniiniiineininnennnennnnnnnnenn..
Use of money and property .....ccoooeceeeeeeiiciiieeeeeeeeece e eeeeeeeaeens
INtErgovernMENtal..........covvieiiiiiiiiiiiieie e
Charges for SEIVICE .......ccuviiiiiiiiieeecceee e
Special @SSESSMENTS........uuiiiiiiieieiiiiii e
MiSCEIlaNEOUS.......euuiiiiiiiiiiiii s
Total RECEIPLS cooviviiii e

Disbursements

Operating

Public Safety........cccceeii
PUDBIIC WOTKS..... it
Health and Social SErviCeS.......ccooviviiiiiiiieie e
Culture and ReCreation........c..cuviieviiiiiiiiieeee e
Community and Economic Development ..........cccccvvvvveeeen.
General GOVEINMENT.......cocuuiiiiie i e e eees
(DL o] BRST=Y Y/ o T
Capital Projects ...,
Total DIShUrsements .......cooveeiiiiiiiccee e,

Receipts Over (Under) Disbursements.........cccccvvvvvvveennnennns

Other Financing Sources (Uses)

Refunding bond issued...............uueeviiiiiiiiiiiiiiiiiiiiiieees
Refunding bond principal payments ..........cccccevvveiiiciiieeeeeeens
Sale of capital assets.........ccoeeeeiiiii

L L1 (=T £ L PO
LT 1Y (=T 530 1)

Total Other Financing Sources (US€S) ......ccevvvvvvvvennnnn.

Net Change in Cash BalancCes...........coccvviviviiiiiiiiiiiiiiieee,
Cash Balances - Beginning of Year, as Restated (Note 13) ...
Cash Balances - End of Year........ccccovveviiiiiiiiiiiiiiiieeee

Cash Basis Fund Balances

NoNSpendable - trUST.........ooviiiiiiiiieee e

Restricted for

SHIBELS ..
Local option Sales taX ......cccoeeeeveeeiiei e,
DEDL SEIVICE.....oviiei e
Other PUIPOSES .. ..t
UNassSigNed........cooooeiiiii

Total Cash Basis Fund BalanCes .......ccooveevvvveviieiiiieiiieeeiiees

See accompanying notes to the financial statements.

General
Fund

$ 969,529

62,757
16,701
125,666
670,265

131,896
1,976,814

792,450
360,145
16,986
880,894
1,470
428,031

2479976

(503,162)

636,625

636,625

133,463
844,829
$ 978,292
$ —
978,292
$ 978,292

Special
Revenue -
Road
Use Tax

495,555

495,555

442,985

442 985

52,570

(41,788)
41,788)
10,782

210,967
$ 221,749

$ —

221,749

Special
Revenue -
Local Option
Sales Tax

$ —

305,162

305,944

15,000
12,712
16,300

44,012
261,932

(293,500)
(293,500)

(31,568)
245,289
$ 213,721

$ —

213,721

$ 213,721

Capital
Projects -
Flood
Mitigation

958,439
357
958,796

379,873
379,873

578,923

578,923
(623.777)
$ (44,854)

$ —

(44,854)
S (44.854)

Debt
Service

$ 302,195

6,831

18,276

327,302

375,112

375,112
47,810)

1,296,568
(1,465,000)

215,301

46,869

(941)

15,327

$ 14,386

Other
Nonmajor
Governmental
Funds

$ 469,474
193,539

2,165

10,845

7,969

683,992

7,558

7,317

642,822
657,697

26,295

330,000

5,002
255,736

(610,080)
(19,342)

6,953
636,390

$ 643,343

$ 100,000

543,343

$ 643,343

Total

$ 1,741,198
193,539
305,162

62,757
26,479
1,579,660
681,110
18,276
140,222
4,748,403

800,008
803,130
31,986
893,606
25,087
428,031
375,112
1,022,695
4,379,655

368,748

1,626,568
(1,465,000)
5,002
1,107,662
(945,368)
328,864
697,612
1,329,025

$ 2,026,637

$ 100,000

221,749
213,721

14,386
543,343
933,438

$ 2,026,637
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Statement of Cash Receipts, Disbursements and Changes in Cash

Balances - Proprietary Funds

As of and for the Year Ended June 30, 2011

Wastewater Landfill/
Water Utility Treatment Recycling Total
Operating Receipts
Charges for service .........cccccecvvveeeenee, $ 523,972 $ 479,788 $ 416,958 $ 1,420,718
Miscellaneous.............eevveveeneiiniiinnnnnnnes 5,063 790 464 6,317
Total Operating Receipts........... 529,035 480,578 417,422 1,427,035
Operating Disbursements
Business-type activities ...........ccccce...... 359,202 379,555 369,997 1,108,754
Operating Receipts Over
Operating Disbursements ............ 169,833 101,023 47,425 318,281
Nonoperating Receipts (Disbursements)
Intergovernmental.............cccccvvveennnnn. — — 7,000 7,000
Interest on depositsS .........evvvvvvviviinninnns 2,632 4,340 276 7,248
RENES ..ttt 7,253 — — 7,253
Debt ServiCe........uvvuriimiieniiiiiiiininnnnennns (156,585) — (7,595) (164,180)
Capital outlay.........ccceeeeveeeeeeeecieeeenes. (8,878) — — (8,878)
Net Nonoperating Receipts
(Disbursements).......cc..cccveenee.. (155,578) 4,340 (319) (151,557)
Receipts Over Disbursements ......... 14,255 105,363 47,106 166,724
Other Financing Sources (Uses)
Transfers iN....ooeee v 47,260 6,000 — 53,260
Transfers out .........cccceeveevcieecie e, (66,251) (124,303) (25,000) (215,554)
Total Other Financing Uses ...... (18,991) (118,303) (25,000) (162,294)
Net Change in Cash Balances.......... (4,736) (12,940) 22,106 4,430
Cash Balances - Beginning of Year..... 238,198 762,608 90,229 1,091,035
Cash Balances - End of Year............ $ 233,462 $ 749668 $ 112335 $ 1,095.465
Cash Basis Fund Balances
Restricted for debt service................... $ 215,000 $ — 3 — $ 215,000
unrestricted .........cooovevviiiiiiieeeeii 18,462 749,668 112,335 880,465
Total Cash Basis Fund Balances..... 233,462 $ 749668 $ 112335 $ 1,095,465
See accompanying notes to the financial statements. 13



Statement of Cash Receipts, Disbursements and Changes in Cash
Balances - Fiduciary Funds

As of and for the Year Ended June 30, 2011

Agency
Funds
Receipts
D=7 o0 FS | £ S PSPPSRI $ 32,103
Disbursements
REfUNAS Of AEPOSIES .. uuviuiiiiiiiiiiiii s 40,168
Net Change in Cash BalanCes ... ... . e (8,065)
Cash Balances - Beginning Of YEAI........ccuiiiiiiiiiiiiiiiiicce et 84,189
Cash Balances - ENd Of Year ... $ 76,124

See accompanying notes to the financial statements. 14




Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

The City of Vinton, lowa, is a political subdivision of the State of lowa located in Benton County. It was
first incorporated in 1869 and operates under the Home Rule provisions of the Constitution of lowa. The
City operates under the Mayor-Council form of government with the Mayor and Council members elected
on a nonpartisan basis. The City provides numerous services to citizens including public safety, public
works, health and social services, culture and recreation, community and economic development and
general administrative services.

Reporting Entity

For financial reporting purposes, the City has included all funds, organizations, account groups, agencies,
boards, commissions, authorities and component units. The City has also considered all potential
component units for which it is financially accountable, and 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 determining 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.

These financial statements present the City of Vinton, lowa, (the primary government) and its discretely
presented component unit. The component unit discussed below is included in the City’s reporting entity
because of the significance of its operational or financial relationship with the City. Certain disclosures
about the discretely presented component unit are not included because the component unit has been
audited separately and a report has been issued under separate cover. The audited financial statements
are available at the City Clerk’s office.

Discretely Presented Component Unit

The cash receipts and disbursements of the Vinton Municipal Electric Utility are presented in a separate
column to emphasize that it is legally separate from the City, but is financially accountable to the City or
its relationship with the City is such that exclusion would cause the City’s financial statements to be
misleading or incomplete. The Utility is governed by a five-member board appointed by the Mayor and
approved by the City Council, and the Utility’'s operating budget is included with the City’s budget
approved by the City Council.

Jointly Governed Organizations

The City also participates in several jointly governed organizations for which the City is either not
financially accountable or the nature and significance of the organizations’ relationships with the City are
such that exclusion does not cause the City’s financial statements to be misleading or incomplete. City
officials are members of the following boards and commissions which are not included in the City's
financial statements: Benton County Emergency Management Commission, Benton County
Enhancement Committee, Benton County Joint E911 Service Board, Benton County Landfill Commission,
Heartland lowa Area Safety and Support Organization, North Benton Ambulance Board, Vinton
Community Foundation Board, Vinton Unlimited Board and Virginia Gay Hospital Board.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

Government-Wide Financial Statements

The statement of activities and net assets reports information on all of the nonfiduciary activities of the
City. For the most part, the effect of interfund activity has been removed from this statement.
Governmental activities, which are supported by tax and intergovernmental revenue, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for
services.

The statement of activities and net assets presents the City's nonfiduciary net assets. Net assets are
reported in the following categories/components:

Nonexpendable restricted net assets are subject to externally imposed stipulations which require
them to be maintained permanently by the City, including the City's Permanent Fund.

Expendable restricted net assets result when constraints placed on net asset use are either
externally imposed or imposed by law through constitutional 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 imposed by management which can be
removed or modified.

The statement of activities and net assets demonstrates the degree to which the direct disbursements
of a given function are offset by program receipts. Direct disbursements are those clearly identifiable
with a specific function. Program 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 investments restricted to meeting the operational or capital
requirements of a particular function. Property tax and other items not properly included among
program receipts are reported instead as general receipts.

Fund Financial Statements

Separate financial statements are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate columns
in the fund financial statements. All remaining governmental funds are aggregated and reported as
other nonmajor governmental funds.

The City reports the following major governmental funds:

General Fund

The General Fund is the general operating fund of the City. All general tax receipts and other receipts
not allocated by law or contractual agreement to some other fund are accounted for in this fund.
From the 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 the road use tax allocation from the State of lowa to
be used for road construction and maintenance.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

The Local Option Sales Tax Fund is used to account for the receipts of a 1% local sales tax for
Property Tax Relief, Capital Projects, Public Library, Fire Department, Park and Recreation
Department, Vinton Unlimited and nonprofits serving the residents of Vinton.

Capital Projects
The Flood Mitigation Fund is used to account for the flood mitigation work being done by the City
which is financed primarily with federal and state disaster grants.

Debt Service
The Debt Service Fund is used to account for property tax and other revenue to be used for the
payment of interest and principal on the City’s general long-term debt.

The City reports the following major proprietary funds:

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

The Enterprise Wastewater Treatment Fund accounts for the operation and maintenance of the City's
wastewater treatment and sanitary sewer system.

The Enterprise Landfill/Recycling Fund accounts for the City’s solid waste collection and disposal
system.

The City also reports a fiduciary fund which focuses on net assets and changes in net assets. The
City's fiduciary fund includes the following:

The Agency Funds are used to account for assets of the various utilities and airport deposit funds for
future reimbursement held by the City in a trustee capacity.

Measurement Focus and Basis of Accounting

The City of Vinton 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 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 accounting
principles generally accepted in the United States of America.

Under terms of grant agreements, the City funds certain programs by a combination of specific cost-
reimbursement grants, categorical block grants and general receipts. Thus, when program disbursements
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 from nonoperating items. Operating
receipts and disbursements generally result from 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 nonoperating receipts and disbursements.
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Notes to the Financial Statements

(1) Summary of Significant Accounting Policies

Governmental Cash Basis Fund Balances
In the governmental fund financial statements, cash basis fund balances are classified as follows:

Nonspendable - Amounts which cannot be spent because they are legally or contractually required to
be maintained intact.

Restricted - Amounts restricted to specific purposes when constraints placed on the use of the
resources are either externally imposed by creditors, grantors or state or federal laws or imposed by
law through constitutional provisions or enabling legislation.

Assigned - Amounts the Council intends to use for specific purposes.
Unassigned - All amounts not included in other spendable classifications.

Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as required supplementary information.
During the year ended June 30, 2011, disbursements exceeded the amounts budgeted prior to the
budget being amended in the Capital Projects and Debt Service functions.

Subsequent Events
Management has evaluated subsequent events through January 26, 2012, the date which the financial
statements were available to be issued.

(2) Deposits and Investments

The City’s deposits in banks at June 30, 2011 were entirely covered by federal depository insurance or by
the State Sinking Fund in accordance with Chapter 12C of the Code of lowa. 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 funds in obligations of the United States Government, its
agencies and instrumentalities, 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 management
investment companies, certain joint investment trusts and warrants or improvement certificates of a
drainage district.

The City's investments at June 30, 2011 were as follows:

United States Series HH BONGS ........uuuiieecee e $ 2000
Interest Rate Risk

The City's investment policy limits the investment of operating funds (funds expected to be expended in
the current budget year or within 15 months of receipt) in instruments that mature within 397 days. Funds

not identified as operating funds may be invested in investments with maturities longer than 397 days but
the maturities shall be consistent with the needs and use of the City.
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Notes to the Financial Statements

(3) Bonds and Notes Payable

Annual debt service requirements to maturity for general obligation bonds and notes, revenue bonds and
notes payable are as follows.

General Obligation Water Rural Electric

Year Ending Bonds and Notes Revenue Bonds Cooperative Loan

June 30, Principal Interest Principal Interest Principal Interest
2012 $ 340,000 $ 128,285 $ 132,000 $ 24,013 $ 19,207 $ 1,860
2013 370,000 112,693 142,000 18,688 19,595 1,472
2014............... 375,000 101,893 147,000 12,888 19,990 1,077
2015 395,000 90,886 152,000 6,810 20,394 673
2016............... 415,000 79,161 2,000 450 20,814 252
2017-2021 ..... 1,265,000 224,289 10,000 1,350 — —
2022-2026 ..... 390,000 25,710 3,000 90 — —

$ 3,550,000 $ 762,917 $ 588,000 $ 64,280 $ 100,000 $ 5334

Vinton Electric Utility

Year Ending From Landfill Fund From General Fund Total

June 30, Principal Interest Principal Interest Principal Interest
2012 $ 6,049 $ 1547 $ 33000 $ 7,219 $ 530,256 $ 162,924
2013....cceee. 6,293 1,302 33,000 6,394 570,888 140,549
2014............... 6,547 1,048 33,000 5,569 581,537 122,475
2015............... 6,812 783 33,000 4,744 607,206 103,896
2016............... 7,087 508 33,000 3,919 477,901 84,290
2017-2021 ..... 7,373 223 132,000 7,426 1,414,373 233,288
2022-2026 ..... — 393,000 25,800

The City has pledged future water customer receipts, net of specified operating disbursements, to repay
water revenue bonds of $40,000 issued in October, 2002 and $1,150,000 issued in May, 2006. Proceeds
from the bonds provided financing for the construction of water facilities and to refund Series 1997 water
revenue bonds. The bonds are payable solely from water customer net receipts and are payable through
2022. The total principal and interest remaining to be paid on the bonds is $652,289. For the current year,
principal and interest paid and net receipts were $156,073 and $179,718, respectively.

The 2006 water revenue bonds require that certain covenants relating to the maintenance and efficiency
of the operating system, the rate structure, restrictions on borrowings and minimum insurance coverage
be adhered to and are as follows:

1. The Utility shall be maintained by the City in good condition, and the City shall continue to operate the
Utility in an efficient manner and at a reasonable cost as a revenue-producing undertaking.
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Notes to the Financial Statements

(3) Bonds and Notes Payable

2.

The City shall establish, impose, adjust and provide for the collection of rates to be charged to
customers of the Utility, including the City, to produce gross revenue at least sufficient to pay the
expenses of operation and maintenance of the Utility, which shall include salaries, wages, cost of
maintenance and operation, materials, supplies, insurance and all other items normally included
under recognized accounting practices (but does not include allowances for depreciation in the
valuation of physical property) and to leave a balance of net revenue (herein referred to as the "net
revenue") equal to at least 120% of the maximum annual installments of principal and interest on all of
the bonds and any other parity obligations outstanding from time to time, as the same become due,
and to maintain a reasonable reserve for the payment of such principal and interest.

Gross revenue of the Utility shall be set aside into a water revenue fund. This account shall be used in
maintaining and operating the Utility, and after payment of the operating expenses shall be used to
pay the principal and interest on the bonds. This account is also used to maintain the several separate
accounts required to be set up by the bond resolutions.

Sufficient monthly transfers shall be made to a water revenue sinking account for the purpose of
making the bond principal and interest payments. The monthly amount required for the water revenue
bonds sinking account shall not be less than one-sixth of the upcoming interest payments plus one-
twelfth of the upcoming principal payment.

An amount shall be held in a water bond reserve account which shall equal $115,000, which is equal
to the lesser of (a) the maximum amount of principal and interest becoming due on the bonds in any
succeeding fiscal year, (b) 125% of the average amount of principal and interest becoming due on the
bonds in any succeeding fiscal year or (c) 10% of the net bond proceeds.

An amount shall be held in a water bond improvement account which shall equal $100,000. If this
amount is reduced, a transfer of $4,000 shall be made on the first of every month until the balance is
restored.

The surplus account shall contain all net revenue remaining after making the required payments into
the sinking fund, the reserve fund and the improvement fund, and after the reserve fund contains the
required balance of $115,000.

The City shall maintain insurance on the insurable portions of the Utility of a kind and in an amount
which usually would be carried by private companies or municipalities engaged in a similar type of
business. The City shall also keep proper books of record and account, separate from all other
records and accounts, showing the complete and correct entries of all transactions relating to the
Utility.

The City was not in compliance with required covenant number 2 for the year ended June 30, 2011.

Loans From Component Unit
During the year ended June 30, 2007, the Utility loaned $62,098 to the City of Vinton to help finance the
purchase of an aerial truck. The City made repayment of $7,595 during the year ended June 30, 2011

which included interest of $1,781. The notes payable balance was $40,161 at June 30, 2011.
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Notes to the Financial Statements

(3) Bonds and Notes Payable

During the year ended June 30, 2011, the Utility loaned $330,000 to help finance the purchase of Street
Department equipment. The City made repayment of $42,460 during the year ended June 30, 2011 which
included interest of $9,460. The notes payable balance was $297,000 at June 30, 2011.

Interfund Loans

The City Council approved a noninterest-bearing interfund loan in the amount of $335,000 on October 2,
2009 and an additional $120,000 noninterest-bearing interfund loan on October 22, 2009, from the
Enterprise Wastewater Treatment Fund to the Special Revenue West TIF #1 Fund. The City Council
approved a 1% interest rate on these interfund loans on September 30, 2010. Payments are to be made
from annual TIF receipts generated by increased property values in the West TIF #1 district. No payments
were made during the year ended June 30, 2011. The interfund loan balance was $455,000 at June 30,
2011.

(4) Pension and Retirement Benefits

The City contributes to the lowa Public Employees Retirement System (IPERS) which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of lowa. 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
supplementary information. The report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines,
lowa 50306-9117.

Most plan members were required to contribute 4.5% of their annual salary and the City was required to
contribute 6.95% of annual covered payroll. Certain employees in special risk occupations and the City
contribute an actuarially determined contribution rate. Contribution requirements are established by state
statute. The City and its component unit's contributions to IPERS for the years ended June 30, 2011,
2010 and 2009 were $145,391, $133,410 and $114,855, respectively, which were equal to the required
contributions for each year.

(5) Other Postemployment Benefits (OPEB)

Plan Description

The City operates a single-employer health benefit plan which provides medical/prescription drug benefits
for employees and retirees and their spouses. There are 31 active and no retired members in the plan.
Retired participants must be age 55 or older at retirement.

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

Funding Policy

The contribution requirements of plan members are established and may be amended by the City. The
City currently finances the benefit plan on a pay-as-you-go basis. The most recent active member
monthly premiums for the City and plan members are either $450 or $596 for single coverage and either
$1,142 or $1,490 for family coverage. The same monthly premiums apply to retirees. For the year ended
June 30, 2011, the City contributed $357,769 and plan members eligible for benefits contributed $56,445
to the plan.
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Notes to the Financial Statements

(6) Compensated Absences

City employees accumulate a limited amount of earned but unused vacation and sick leave hours for
subsequent use or for payment upon termination, retirement or death. Vacation must be used within
12 months of the year earned. Payment for unused vacation is made at employee separation, otherwise
vacation pay is considered a continuation of normal salary. Permanent full-time employees earn one day
of sick leave for each month of employment with a maximum accumulation of 120 days.

Payouts of sick pay are made for time off due to illness or injury. At employee retirement, disability or
death, one-half of accumulated sick pay is paid to the employee. If the employee is younger than
age 63-1/2 at retirement, disability or death, the maximum payout is limited to 45 days. These
accumulations are not recognized as disbursements by the City until used or paid. The City's approximate
liability for earned vacation and sick leave payable to employees at June 30, 2011, primarily relating to
the General Fund, is as follows:

Amount
Type of Benefit June 30, 2011
Primary Government
V2= Tox- 11 [o] o FRURTR TR $ 33,588
SICK JEBAVE ...ttt ettt et e e e e e e e e e e e e e e e e e e a e e e aaaees 299,929
$ 333517
The liability has been computed based on rates of pay as of June 30, 2011.
(7) Interfund Transfers
The detail of interfund transfers for the year ended June 30, 2011 is as follows:
Transfer To Transfer From Amount
General Major Governmental
Local Sales Tax $ 37,000
Nonmajor Governmental
FICA/IPERS 160,352
Employee Benefits 300,000
Permanent 719
Enterprise
Water Utility 66,251
Wastewater Treatment 47,303
Landfill/Recycling 25,000
636,625
Special Revenue
Housing Fund Nonmajor Governmental
SETIF#1 27,229
West TIF #1 5,000
SW TIF 6,518
West TIF #2 6,000
44,747
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Notes to the Financial Statements

(7) Interfund Transfers

Transfer To Transfer From Amount
Debt Service Major Governmental
Road Use Tax $ 14,674
Nonmajor Governmental
Local Sales Tax 85,500
SE TIF #1 38,742
West TIF #1 7,781
SW TIF 13,494
Downtown TIF 13,110
Enterprise
Wastewater Treatment 42,000
215,301
Capital Projects Major Governmental
Miscellaneous Local Sales Tax 171,000

Nonmajor Governmental
West TIF #2

6,000

177,000

West TIF #1 Major Governmental
Road Use Tax 27,114

Nonmajor Governmental
West TIF #1 2,846
29,960
SW TIF SW TIF 4,029
Enterprise Enterprise

Water Utility Wastewater Treatment 35,000

Wastewater Treatment

Total

Nonmajor Governmental
SE TIF #1

Nonmajor Governmental
West TIF #2

12,260

47,260

6,000

$ 1,160,922

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

(8) Industrial Development Revenue Bonds and Hospital Revenue Bonds
The City has issued a total of $1,560,000 of industrial development revenue bonds and $6,800,000 of
hospital revenue bonds under the provisions of Chapter 419 of the Code of lowa. The bonds and related

interest are payable solely from the revenue of the businesses and hospital occupying the properties
constructed, and the bond principal and interest do not constitute liabilities of the City.
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Notes to the Financial Statements

(9) Related Party Transactions

The City had business transactions between the City and City officials or businesses owned by City
officials totaling $11,161 during the year ended June 30, 2011.

The component unit is a member of Resale Power Group of lowa (RPGI), a joint and cooperative
undertaking under the provisions of Chapter 28E of the Code of lowa. RPGI is administered by the lowa
Association of Municipal Utilities and was organized to provide members with combined bargaining power
in negotiating wholesale power contracts and a method of investing in construction power lines. This joint
venture is accounted for under the equity method. The component unit’'s approximate pro rata interest in
RPGI was 6.61% at June 30, 2011. This was determined based on the ratio of the component unit's
cumulative energy purchases from RPGI to total energy sales by RPGI to all members. Separate financial
statements of RPGI are available to its members.

The component unit provides electricity to other City departments and bills the City for the usage. The
City provides meter reading, certain administration and accounting services to the Utility. The Utility pays
one-half the salary of the Meter Reader and the City Clerk. The component unit makes various payments
to the City for services received. As mentioned in Note 3, the component unit loans money to the City
from time to time.

Transactions with the City for the year and balances at year end are noted below.

Amounts billed to the City for electriC SErVICES .........vvieiiiiiiiiiccce e $ 173,855
Amounts paid by the City fOr SEIVICES ..........uuiiiiiiiiiiiiiie e 172,856
Payable from the City at year end for electric SErviCes ..........ccccovuvmrrrmrrnerinnninnnnnnnns 13,275
Note balance beginning Of YEAI.............uuuiiiiiiiiiiiiii s 45,975
(01U (=T o) B Y/=T- U (o - o PP 330,000
Amounts paid by the City for loan repayments including interest of $11,241.......... 50,055
Note balances at YEaAr ENA..........uuuuuuriiiiiiiiii e 337,161
Payments received by the City for Services received .........ccccccviiiiriiiiieeeenniniien 245,564

For payroll reporting purposes, the component unit employees are classified as City employees. Payroll
costs are transferred by the component unit to the City's bank accounts for payment to or on behalf of
employees.

Certain commercial insurance coverage is combined between the component unit and the City. The
component unit pays its share of the premium to the insurer.

The component unit purchases electricity for resale from RPGI. Transactions with RPGI for the year are
as follows:

EleCtriCity PUICNASEA .........cooiiieeeee e e e $ 2,574,628
Cash payments to RPGI........cco oo 2,574,482
Payable to RPGIl at June 30, 2011 .......cuuuuiuuiiiiiiiiiiiiiiieiiiinninnnenannnnennsnnnnnnnnnnnnns 241,549
INVESIMENL IN RPGI ..o e e e e ees —
Share of RPGI NEE CASN.....c.ueiiieie et 171,925
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Notes to the Financial Statements

(10) Risk Management

The City and its component unit are exposed to various risks of loss related to torts; thefts, damage to
and destruction of assets; errors and omissions; injuries to employees; and natural disasters. Except for
distribution property and equipment of the component unit, these risks are covered by the purchase of
commercial insurance and settled claims from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years. The City assumes liability for any deductibles and claims in
excess of coverage limitations. The component unit has retained the risk of damage to and destruction of
most distribution property and equipment. There were no material estimated liabilities at the beginning or
end of the current fiscal year, or material claims paid, during the past three fiscal years.

(11) Commitments

The City is involved in construction of various community projects. At June 30, 2011, the City was
committed to approximately $403,000 of construction contracts and equipment purchases.

Under wholesale power agreements, the component unit has contracted to purchase its electric power
and energy requirements from RPGI (supplied by AmerenEnergy Marketing) through December 31, 2011.
(12) Deficit Balance

The Capital Projects - Flood Mitigation Fund had a deficit balance of $44,854 at June 30, 2011. The
deficit balance was a result of project costs incurred prior to availability of funds. The deficit will be
eliminated upon receipt of federal and state funds.

(13) Accounting Change/Restatement

Governmental Accounting Standards Board Statement Number 54, Fund Balance Reporting and
Governmental Fund Type Definitions, was implemented during the year ended June 30, 2011. The effect

of fund type reclassifications was as follows:

Special Revenue

Emergency Housing

General Fund Fund

Balances - June 30, 2010, as previously reported ...... $ 837,516 $ 45,459 $ —
Change in fund type classification per

implementation of GASB Statement Number 54 ...... 7,313 (45,459) 38,146

Balances - July 1, 2010, as Restated ....................... $ 844,829 $ - $ 38,146
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Schedule of Budgetary Comparison of Receipts, Disbursements and
Changes in Balances - Budget and Actual (Cash Basis) - All
Governmental Funds and Proprietary Funds

Year Ended June 30, 2011

Discretely
Presented
Governmental Enterprise Component Budgeted Amounts Over (Under)
Funds - Actual Funds - Actual Unit - Actual Net Original Final Budget

Receipts
Property taXes .....ooccvviiiiiiiie e $ 1,741,198 $ — $ — $ 1,741,198 $ 1,778,713 $ 1,778,713 $ (37,515)
Tax increment finanCiNg ............evvvvvvviveviieiiiieiiiin, 193,539 — — 193,539 168,231 168,231 25,308
Other City taXES......ceeiieeiieeieeeeeeeeee e 305,162 — — 305,162 352,364 352,364 (47,202)
Licenses and permitS.........ccccecceociiieiiieiiiseeeses e eeeeeee e 62,757 — — 62,757 60,000 60,000 2,757
Use of money and property ..., 26,479 14,501 52,635 93,615 134,735 134,735 (41,120)
INtergovernMeNtal..........cccccoiiiiiiiiiiiiiece e 1,579,660 7,000 1,067,670 2,654,330 881,253 931,253 1,723,077
Charges for SErVICe .......ccuvvviiiiiieeeicceee e 681,110 1,420,718 4,655,159 6,756,987 6,170,844 6,170,844 586,143
Special assesSMeNtS..........ccooeeeeeiiiieiiiei 18,276 — — 18,276 20,200 20,200 (1,924)
MISCEIlANEOUS.........uviiiiiiiiee et 140,222 6,317 — 146,539 26,100 26,100 120,439

Total RECEIPLS....cvvviviiiiiiieiieeeeeeeeeeeeeeeeeeeeeeee e 4,748,403 1,448,536 5,775,464 11,972,403 9,592,440 9,642,440 2,329,963
Disbursements
PUDIIC Safety........ccciiiiiiiiee e 800,008 — — 800,008 850,669 850,669 (50,661)
PUBIIC WOTKS.....coi it 803,130 — — 803,130 865,269 890,269 (87,139)
Health and Social SEerviCes.......coovviiiiiiieeeeen 31,986 — — 31,986 30,238 33,238 (1,252)
Culture and Recreation.............ccceeeeeeeiiii 893,606 — — 893,606 898,693 898,693 (5,087)
Community and Economic Development ...................... 25,087 — — 25,087 59,512 59,512 (34,425)
General GOVEIMMENT ... .ovuiie et 428,031 — — 428,031 443,172 443,172 (15,141)
DEDL SEIVICE ... 1,840,112 — — 1,840,112 538,512 1,938,512 (98,400)
Capital Projects .......ccooviiiiiiiiiiiii e 1,022,695 — — 1,022,695 586,000 1,046,000 (23,305)
Business-Type ACHVItIES.........cccuvviiiiiee e e — 1,281,812 5,463,125 6,744,937 7,425,801 7,785,801 (1,040,864)

Total Disbursements........cccccceeeveiiciiiiene e 5,844,655 1,281,812 5,463,125 12,589,592 11,697,866 13,945,866 (1,356,274)
Receipts Over (Under) Disbursements...........ccccuvveee. (1,096,252) 166,724 312,339 (617,189) (2,105,426) (4,303,426) 3,686,237
Other Financing Sources, Net........cccccceeeeiiiiiiiiinennenn. 1,793,864 (162,294) (291,186) 1,340,384 320,000 1,620,000 (279,616)
Receipts and Other Financing Sources Over

(Under) Disbursements and Other Financing Uses 697,612 4,430 21,153 723,195 (1,785,426) (2,683,426) 3,406,621
Balances - Beginning of Year........cccccccvvviiiiiiiiieeeeeennnns 1,329,025 1,091,035 2,638,206 5,058,266 5,315,635 5,315,635 (257,369)
Balances - End of Year.......ccccccccvieiieeiiiiiiiies 2,02 7 $ 1,095,465 $ 2,659,359 $ 5,781,461 $ 3,530,209 2,632,2 $ 3,149,252

The budgetary comparison is presented as Required Supplementary Information in accordance with Governmental Accounting Standards Board Statement No. 41 for governments with significant budgetary perspective differences
resulting from not being able to present budgetary comparisons for the general fund and each major special revenue fund.

In accordance with the Code of lowa, the City Council annually adopts a budget on the cash basis following required public notice and hearing for all funds except internal service funds and fiduciary funds. The annual budget may be
amended during the year utilizing similar statutorily prescribed procedures.

Formal and legal budgetary control is based upon ten major classes of disbursements known as functions, not by fund or fund type. These nine functions are: public safety, public works, health and social services, culture and
recreation, community 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 funds, capital projects funds and enterprise funds. Although the budget document presents function disbursements by fund, the legal level of control is at the aggregated function level, not by fund.
During the year, one budget amendment increased budgeted disbursements by $2,248,000. The budget amendments are reflected in the final budgeted amounts.

During the year ended June 30, 2011, disbursements exceeded the amounts budgeted prior to being amended in the Capital Projects and Debt Service functions.
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Schedule of Cash Receipts, Disbursements and Changes in Cash
Balances - Nonmajor Governmental Funds

Year Ended June 30, 2011

Special Revenue

Police Permanent
Training FICA/ Employee West Downtown West Tobin
Fund Housing IPERS Benefits NW TIF SE TIF #1 TIF #1 SW TIF TIF TIF #2 Trust
Receipts
Property taXes ......ccceeeeeeereeereeeireeieeecreeseeeevee s $ — $ — $ 152,047 $ 317,427 $ — $ — $ — $ — $ — $ — % —
Tax increment financing .........ccccccvvvvvvvvvvevveeenne., — — — — 152 82,600 53,708 21,415 — 35,664 —
Use of money and property .........ccccvvvevvvveieneeennn. — 76 — — 299 189 195 — 119 163 719
Charges for services..........ccccceeeeii e, 10,835 10 — — — — — — — — —
Miscellanous..........ccceeveeeiiiiiiiiiieeee e — 1,982 — — — — — — — — —
Total RECEIPTS...uuvviiiieeiiiiiiiiiieee e 10,835 2,068 152,047 317,427 451 82,789 53,903 21,415 119 35,827 719
Disbursements
Operating
Public Safety ......cccueveeieeiiiiee e 7,558 — — — — — — — — — —
Community and Economic Development....... — 7,317 — — — — — — — — —
Capital projects.......cccceeeeeieii — — — — — — — — — — —
Total Disbursements.........ccccccvvevvvevvennnnn. 7,558 7,317 — — — — — — — — —
Receipts Over (Under) Disbursements........... 3,277 (5,249) 152,047 317,427 451 82,789 53,903 21,415 119 35,827 719
Other Financing Sources (Uses)
Debt proceeds .......ccocoeviviiiiiieiiiiii e, — — — — — — — — — — —
Sale of capital assets..........cccceeveeeiv, — 5,002 — — — — — — — — _
TrANSIEIS IN.uiiieiie e — 44 747 — — — — — — — — —
Transfers OUL .........eevvveeeiiiiiiiiiieiee e — — (160,352) (300,000) — (78,231) (15,627) (24,041) (13,110) (18,000) (719)
Other Financing Sources (Uses) ............. — 49,749 (160,352) (300,000) — (78,231) (15.627) (24,041) (13,110) (18.000) (719)
Net Change in Cash Balances...........ccccccuuueee. 3,277 44,500 (8,305) 17,427 451 4,558 38,276 (2,626) (12,991) 17,827 —
Cash Balances - Beginning of Year,
as Restated (NOte 13) ....cceveeeeiviiiiiiiiiieeeeeeins — 38,146 14,600 31,585 78,135 38,281 45,376 3,985 37,002 37,337 100,000
Cash Balances -End of Year.......cccccveeneinn. $ 3,277 $ 82,646 $ 6,295 $ 49,012 $ 78,586 $ 42839 $ 83,652 $ 1359 $ 24,011 $ 55164 $ 100,000
Cash Basis Fund Balances
Nonspendable ..........ccccccveeiieiieeiieceeeee e $ — $ — $ — $ — $ — $ — $ — $ — $ — $ — $ 100,000
RESHNCIEA .oevvveeeee e 3,277 82,646 6,295 49,012 78,586 42,839 83,652 1,359 24,011 55,164 —
Total Cash Basis Fund Balances.................... $ 3277 $ 82,646 $ 6,295 $ 49012 $ 78,586 $ 42,839 $ 83,652 $ 1359 $ 24011 $ 55164 $ 100,000
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Schedule of Cash Receipts, Disbursements and Changes in Cash

Balances - Nonmajor Governmental Funds

Year Ended June 30, 2011

Receipts

Property taX@S .....ccuuviiiiiiiiii i
Tax increment financing ..........ccccvvvvvvvviiviieeieeeeeee,
Use of money and property ........ccceeveeinieeeeeveeiiiciineeeeeeeens
Charges for ServiCes.........cccoceiiiii
MiISCEIIANEOUS.....euvieiiiiiiiiiii e

Total RECEIPLS....cccviiiviiiei

Disbursements
Operating

Public Safety ...
Community and Economic Development..............c.......
Capital Projects.......cccceeivviiiei
Total Disbursements.........ccccccceiiiiiiiiiii e

Receipts Over (Under) Disbursements...........cccccvvvuennn.

Other Financing Sources (Uses)

Debt proceeds .........uviiiiiiiiiiecc s
Sale of capital 8SSetS........ccuieeiiiiiiiiiiieee e
TranSTers IN. ..o
TranSTers QUL ......cooviiiiiiiiiiiiiiiieiiieeeeee ettt

Other Financing Sources (USES) ...ccccevvveeevveevrvnnnnnn.

Net Change in Cash Balances..........ccccccuviiiviiiiininninee

Cash Balances - Beginning of Year, as Restated

(N0 (=00 1

Cash Balances - ENnd of Year......coovevieiiiiiiiiiiiieiieennn

Cash Basis Fund Balances

NONSPeNdabIle ...
RESHICIEA .o

Total Cash Basis Fund Balances ........coooeoevvvveviienneeennnn.

Capital Projects

Community
Miscel- Disaster SAFE
laneous Grant TEA LU
$ — $ — $ —
182 — 153
5,987 — —
6,169 — 153
522,733 39,402 —
522,733 39,402 —
(516,564) (39,402) 153
330,000 — —
177,000 — —
507,000 — —
(9,564) (39,402) 153
63,309 40,028 51,954
$ 53,745 $ 626 $ 52,107
$ — $ — $ —
53,745 626 52,107
$ 53,745 $ 626 $ 52,107

West

TIF #1
Projects NW TIF
$ — $ —
20
4 20
67,036 —
67,036 —
(67,032) 20
29,960 —
29,960 —
(37,072) 20
37,072 5,211
b_ m
$ — $ —

— 5,23

N I— $ 5231

SWTIF

3;

Sidewalk
Fund

9,622
9,622

(9,576)

14,318

$ 4,742

4,742

Downtown
Improve-
ments

$ —

Total

$ 469,474
193,539
2,165
10,845

7,969

683,992

7,558
7,317
642,822
657,697

26,295

330,000
5,002
255,736

(610,080)
(19,342)

6,953

636,390

$ 643343

$ 100,000
543,343

$ 643343
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Schedule of Indebtedness

Year Ended June 30, 2011

Bonded Indebtedness
General Obligation Bonds
Corporate Purpose and Refunding Series 2011...........
Corporate Purpose and Refunding Series 2006..........

Total General Obligation Bonds ..........c.ooccvvviveeeeennn.
General Obligation Notes

Corporate Purpose Series 2003 ........cccovvvviiieieeeeenennnns
Corporate Purpose Series 2004 ...........evvvvvvvinnnnnnnnnnnns
Total General Obligation NoOtes ...........cccoeeeevveeeeeenn,
Water Revenue Bonds

2002 ISSUE ...t
2006 ISSUE ...t

Total Water Revenue Bonds ........covvevvvieeiviiiireiineenn,

Nonbonded Indebtedness
Rural Electric Cooperative ..........ccccvvviivieeeeeiieeiie

Vinton Municipal Electric Utility (Component Unit)

Street Department eqUIPMEeNt..........cooovviiiiiiiieeeeeennnnnns

Aerial truCK ...
Total Vinton Municipal Electric Utility ........c.....oooeeee.
Interfund Loans

WESE TIF HL oot

WESE TIF H1 oot

Total INnterfund LOANS ... covuvieieeeeeeeeeee e

Amount
Originally
Issued

$ 1,280,000
2,875,000

1,390,000
940,000

40,000

1,150,000

200,000

330,000

62,098

335,000
120,000

Date
of Issue

3-15-11
8-1-06

11-1-03
12-1-04

10-8-02

5-1-06

6-29-06

7-8-10

6-1-07

10-2-09
10-22-09

Interest Rate

2.00- 2.75%
4.13- 4.30

3.25- 4.15
3.25- 3.90

3.00

4.05- 4.20

2.00

2.50

4.00

1.00
1.00

Balance
Beginning
of Year

$ —
2,410,000

$ 2,410,000

$ 895,000
570,000

$ 1,465,000

$ 25,000
690,000

$ 715,000

$ 120,000

45,975

$ 450975

$ 335,000

120,000

$ 455,000

Issued
During Year

$ 1,280,000

$ 1,280,000

b

$ 330,000

$ 330,000

Redeemed
During Year

$ —
140,000

$ 140,000

$ 895,000
570,000

$ 1,465,000
$ 2,000

125,000
$ 127,000

$ 20,000

$ 33,000

5,814

Balance
End of Year

$ 1,280,000
2,270,000

$ 3,550,000

$ —

Q
$ 23,000
565,000

$ 588,000

$ 100,000

$ 297,000

40,161

$ 337,161

$ 335,000
120,000

$ 455,000

Interest
Paid

$ —
101,299

$ 101,299

$ 33,595
20,653

4,24

$ 750
28,323

$ 29,073

u

$ 9,460

1,781
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Schedule of Bond and Note Maturities

At June 30, 2011

General Obligation Bonds

General Obligation General Obligation
Corporate Purpose Corporate Purpose Vinton Municipal Electric Utility
and Refunding Series 2006 and Refunding Series 2011 Street Department Equipment
Year Issued 8-1-06 Issued 3-15-11 Issued 7-8-10
Ending Interest Interest Interest
June 30, Rates Amount Rates Amount Rates Amount
2012, 4.13% $ 145,000 2.00% $ 195,000 2.50% $ 33,000
2013, 4.13 160,000 2.00 210,000 2.50 33,000
2014, 4.13 165,000 2.00 210,000 2.50 33,000
2015, e, 4.13 180,000 2.00 215,000 2.50 33,000
2016, 4.13 195,000 2.00 220,000 2.50 33,000
2017 oo, 4.25 200,000 2.50 110,000 2.50 33,000
2018, 4.25 215,000 2.75 120,000 2.50 33,000
2019, 4.25 220,000 — 2.50 33,000
2020, 4.25 195,000 — 2.50 33,000
2021, 4.25 205,000 — —
2022, 4.25 180,000 — —
2023, 4.30 210,000 — —
Total coovveiieeeeiieeee, $ 2,270,000 $ 1,280,000 $ 297,000
Revenue Bonds Benton County REC Note Vinton Municipal Electric Utility
Water Revenue Bonds - 2002 Water Revenue Bonds - 2006 Road Construction Aerial Truck

Year Issued 10-8-02 Issued 5-1-06 Issued 6-29-06 Issued 6-1-07
Ending Interest Interest Interest Interest
June 30, Rates Amount Rates Amount Rates Amount Rates Amount Total
2012, 3.00% $ 2,000 4.05% $ 130,000 2.00% $ 19,207 4.00% $ 6,049 $ 530,256
2013, 3.00 2,000 4.10 140,000 2.00 19,595 4.00 6,293 570,888
2014, 3.00 2,000 4.15 145,000 2.00 19,990 4.00 6,547 581,537
2015, e, 3.00 2,000 4.20 150,000 2.00 20,394 4.00 6,812 607,206
2016, 3.00 2,000 — 2.00 20,814 4.00 7,087 477,901
2017 oo, 3.00 2,000 — — 4.00 7,373 352,373
2018, 3.00 2,000 — — — 370,000
2019, 3.00 2,000 — — — 255,000
2020, 3.00 2,000 — — — 230,000
2021 ., 3.00 2,000 — — — 207,000
2022 3.00 3,000 — — — 183,000
2023, — — — — 210,000
o) €1 I $ 23,000 $ 565,000 $ 100,000 $ 40,161 $ 4575161
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Schedule of Receipts by Source and Disbursements by Function -

All Governmental Funds

Years Ended June 30, 2007 Through 2011

2011 2010 2009 2008 2007
Receipts
Property taxes........ccccocvveeevinnnn. $1,741,198 $ 1,660,159 $ 1,537,888 $ 1,526,739  $ 1,650,684
Tax increment financing............. 193,539 235,937 280,711 269,535 178,229
Other City taX .......cccvereriiieeeeenann 305,162 325,196 234,030 — 9,105
Licenses and permits.................. 62,757 55,805 66,077 63,122 62,594
Use of money and property........ 26,479 18,614 28,533 70,180 176,261
Intergovernmental .............c........ 1,579,660 1,915,116 1,505,360 991,497 512,879
Charges for service.........c.......... 681,110 592,712 620,404 657,860 565,010
Special assessments ................. 18,276 24,983 22,596 34,916 27,850
Miscellaneous ...........cccceveevnneen. 140,222 145,487 225,865 92,792 285,057
Total Receipts......cccceeeveeennenne. $4748403 $4974009 $4521.464 $ 3,706,641 $ 3,467,669
Disbursements
Operating
Public safety........cccccveeviinnnnnn. $ 800,008 $ 906,850 $ 887,273 $ 752390 $ 709,217
Public works ..........ccccceevinnnn. 803,130 1,380,414 808,293 710,570 693,681
Health and social services ..... 31,986 20,355 14,842 12,585 14,476
Culture and recreation............ 893,606 931,478 798,952 709,141 729,993
Community and economic
development........ccccccceens 25,087 374,213 19,954 16,423 65,423
General government .............. 428,031 453,244 426,648 397,033 382,315
Debt Service .......ccovveevvcvveeeeenen, 1,840,112 616,038 622,876 652,727 758,187
Capital projects ......cccceeeeeveenneeee. 1,022,695 1,835,677 634,942 1,406,539 1,339,191
Total Disbursements................ $5844,655 $6,518269 $4,213,780 $ 4,657,408 $ 4,692,483
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HOGAN - HANSEN

A Professional Corporation

Certified Public Accountants and Consultants

Independent Auditor’s Report on Internal Control Over Financial
Reporting and on Compliance and Other Matters Based on an Audit
of Financial Statements Performed in Accordance with Government
Auditing Standards

To the Honorable Mayor and
Members of the City Council
City of Vinton, lowa

We have audited the accompanying 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 Vinton, lowa, as of and for the year ended June 30, 2011, which collectively
comprise the City's basic financial statements, and have issued our report thereon dated January 26,
2012. Our report expressed unqualified opinions on the financial statements which were prepared in
conformity with a comprehensive basis of accounting other than accounting principles generally accepted
in the United States of America. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Vinton's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing our opinions on the effectiveness of the
City of Vinton's internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the City of Vinton's internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material 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 a deficiency in internal control over
financial reporting that we consider to be a material weakness.

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 weaknesses is a deficiency, or a
combination of deficiencies, in internal control such that that there is a reasonable possibility a material
misstatement of the City of Vinton's financial statements will not be prevented or detected and corrected
on a timely basis. We consider the deficiency in internal control described in Part | of the accompanying
schedule of findings and questioned as item 11-1-IC-1 to be a material weakness.

3128 Brockway Road, P.O. Box 240, Waterloo, IA 50704-0240 « (319) 233-5225 « Fax (319) 233-3188 « E-Mail w@hoganhansen.com

Member of American Institute of CPAs - lowa Society of CPAs 32
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To the Honorable Mayor and
Members of the City Council
Page 2

A significant deficiency is a deficiency, or a combination of deficiencies, in internal controls which is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. We consider the deficiency described in Part | of the accompanying schedule of findings
related to the financial statements as items 11-1-1C-2 to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Vinton's financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards. However, we noted certain immaterial
instances of noncompliance or other matters that are described in Part Il of the accompanying schedule
of findings.

Comments involving statutory and other legal matters about the City’s operations for the year ended
June 30, 2011 are based exclusively on knowledge obtained from procedures performed during our audit
of the financial statements of the City. Since our audit was based on tests and samples, not all
transactions that might have had an impact on the comments were necessarily audited. The comments
involving statutory and other legal matters are not intended to constitute legal interpretations of those
statutes.

The City of Vinton'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 Vinton's responses and, accordingly, we express no opinion on them.

This report, a public record by law, is intended solely for the information and the use of the officials,

employees and citizens of the City of Vinton and other parties to whom the City of Vinton may report. This
report is not intended to be and should not be used by anyone other than these specified parties.

%ew - #ANJG)(/

HOGAN - HANSEN

Waterloo, lowa
January 26, 2012
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Part I: Findings Related to the Financial Statements

Internal Control Deficiencies

11-1-IC-1

11-1-1C-2

Segregation of Duties

Prior Year Finding and Recommendation - One important aspect of internal control is the
segregation of duties among employees to prevent an individual employee from handling
duties which are incompatible. We noted that certain functions are not entirely segregated.

With a limited number of office employees, segregation of duties is difficult. However, the
City should review its control procedures to obtain the maximum internal control possible
under the circumstances, segregate duties to the extent possible with existing personnel and
utilize administrative personnel to provide additional control through review of financial
transactions and reports.

Current Year Finding - We found that the same condition exists.

Auditor’s Recommendation - We reiterate our prior year recommendation.

City's Response - The Council is aware of the condition. We will review procedures and
make changes where cost beneficial.

Auditor's Conclusion - Response accepted.

Financial Statement Presentation

Current Year Finding - The City does not have a system of internal controls that fully
prepares financial statements and disclosures that are fairly presented in conformity with
generally accepted accounting principles. As is inherent in many organizations of this size,
the City has management and employees who, while knowledgeable and skillful, do not
have the time to maintain the current knowledge and expertise to fully apply cash basis
accounting principles in preparing the financial statements and the related disclosures.

Auditor’'s Recommendation - The City should obtain additional knowledge through reading
relevant accounting literature and attending local professional education courses.

City's Response - The City will consider obtaining additional knowledge where cost
effective but will continue to rely on its audit firm for assistance with drafting the financial
statements and disclosures.

Auditor's Conclusion - Response accepted.

Instances of Noncompliance
There were no instances of noncompliance reported.

34



Part Il: Compliance and Other Matters

11-lI-C-1
11-1I-C-2
11-11 C-3
11-1I-C-4

Certified Budget - Disbursements prior to amending the budget during the year ended
June 30, 2011 exceeded the amounts budgeted in the Capital Projects and Debt Service
functions. Chapter 384.20 of the Code of lowa states, in part, "Public monies may not be
expended or encumbered except under an annual or continuing appropriation.”

Auditor's Recommendation - The budget should have been amended in accordance with
Chapter 384.18 of the Code of lowa before disbursements were allowed to exceed the
budget.

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

Auditor's Conclusion - Response accepted.

Questionable Disbursements - We noted no disbursements that may not meet the
requirements of public purpose as defined in an Attorney General's opinion.

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

Business Transactions - Business transactions between the City of Vinton and City
officials which may appear to be conflicts of interest are as follows:

Name, Title and Business Connection Transaction Description Amount

Lisa Vermedahl, Council member, spouse
of owner of Three Rivers Insurance Airport insurance $ 2,350

In accordance with Chapter 362.5 of the Code of lowa, the above transactions may
represent a conflict of interest since a competitive bidding process was not utilized and
transactions were in excess of $1,500.

Auditor’'s Recommendation - The City should use a competitive bidding process when
practicable.

City’s Response - We use a competitive bidding process when possible; however, there are
no other local carriers of airport insurance.

Auditor’s Conclusion - Response accepted.
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11-1I-C-5
11-1I-C-6
11-1I-C-7
11-11-C-8
11-1I-C-9

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.

Council Minutes - No transactions were found that we believe should have been approved
in the Council minutes and were not.

Deposits and Investments - We noted no instances of noncompliance with deposit and
investment provisions of Chapter 12B and 12C of the Code of lowa and the City's investment

policy.
Revenue Bonds

Finding - Water Utility net revenue was less than 120% of water revenue debt service for
the year. Section 9 of the Water Revenue and Refunding Resolution adopted April 27, 2006
requires the City to set water rates at least sufficient to obtain gross revenue sufficient to pay
the expenses of operation and maintenance of the Water Utility and to leave net revenue
equal to at least 120% of the amount required for payment on the principal and interest on
water revenue debt.

Auditor's Recommendation - In order to meet the compliance terms of the debt resolution
and to ensure the Water Utility generates cash sufficient to make debt interest and principal
payments when due, we recommend that the City increase water rates or reduce expenses
to provide net revenue at least equal to 120% of debt service.

City's Response - Water rates were increased effective July 1, 2010. This increase did
raise the net revenue percent, but not to 120% of debt service. We anticipate that the prior
increase of rates and other new revenue sources will guarantee net revenue equal to at least
120% of debt service during the year ending June 30, 2012.

Auditor's Conclusion - Response accepted.

Financial Condition

Finding - The Capital Projects - Flood Mitigation Fund had a deficit balance of $44,854 at
June 30, 2011.

Auditor's Recommendation - The city should investigate alternatives to eliminate this
deficit in order to return this fund to a sound financial position.

City's Response - The deficit was due to expenses incurred prior to receipt of a federal
grant. The deficit will be eliminated.

Auditor's Conclusion - Response accepted.
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