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' Certified Public Accountants 

Independent Auditors' Report 

To the Honorable Mayor and 
Members of the City Council: 

We have audited the accoinpanying financial statements of the governmental activities, 
the business type activities, each major fund and the aggregate remaining fund 
information of the City of Hampton, Iowa, as of and for the year ended June 30, 201 1, 
which collectively comprise the City's basic financial statements listed in the table of 
contents. These financial statements are the responsibility of the City of Hampton's 
management. Our responsibility is to express opinions on these financial statements 
based on our audit. 

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

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

In our opinion, the 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, each major fund and the aggregate remaining fund information of 
the City of Hampton as of June 30, 2011, and the respective changes in cash basis 
financial position for the year then ended in conformity with the basis of accounting 
described in Note 1. 
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In accordance with Government Auditing Standards, we have also issued our report dated 
November 15, 201 1, on our consideration of the City of Hanipton's internal control over 
financial reporting and our tests of its coinpliance with certain provisioiis of laws, 
regulations and contracts. The purpose of that report is to describe the scope of our 
testing of internal control over financial reporting and coinpliance and the results of that 
testing and iiot to provide an opinion on internal control over financial reporting or 
comnpliance. 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. 

Management's Discussion and Analysis and budgetary coniparison information on pages 
4 tlrough 9 aiid 26 tlrough 27 are iiot required parts of the basic financial stateinents, but 
are suppleiiieiitary infoilnation required by the Govemnental Accounting Standards 
Board. We have applied certain limited procedures, whicli consisted principally of 
inquiries of niaiiageineiit regarding the methods of ineasureinent aiid presentation of the 
required supplementary inforination. We did iiot audit the infonnatioii aiid express no 
opinion on it. 

Our audit was conducted for the purpose of fonning opinions on the financial stateinents 
tliat collectively coinprise the City of Hainpton's basic financial stateinents. We 
previously audited, in accordance witli the standards referred to in tlie second paragraph 
of this report, the financial statenleiits for the seven years ended Julie 30, 2010 (which are 
not presented herein) and expressed unqualified opinions on those financial stateineiits 
whicli were prepared in confoniiity witli an other coinpreheiisive basis of accounting. 
Other supplementary information included in Schedules 1 through 5, is presented for 
purposes of additional analysis and is iiot a required part of the basic financial stateinents. 
Such information has been subjected to the auditing procedures applied in our audit of tlie 
basic fmancial stateineiits and, in our opinion, is fairly stated in all material respects, in 
relation to tlie basic financial statenients taken as a whole. 

November 15,201 1 



MANAGEMENT'S DISCUSSION AND ANALYSIS 

The City of Ha~npton 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 30,201 1. We encourage readers to consider this infonnation in coiljunction wit11 the 
City's finiu~cial stateineilts, which follow. 

2011 FINANCIAL HIGHLIGHTS 

Revenues of the City's govermnental activities decreased approximately 1.66% or 
$109,341 froin fiscal 2010 to fiscal 201 1. Capital grants, coiltributioils and restricted 
interest decreased approxilnately $256,675 and bond proceeds decreased $297,771. 
Tax increment Financing receipts increased $503,883. 

. Disburseillei~ts increased 95% or approximately $4,245,365 in fiscal 2011 from fiscal 
2010. The Highway 65 Project and the Aquatic Center Project in the Capital Projects 
program contributed to this increase. 

The City's total cash basis net assets decreased by $2,050,405. Of this amount, the 
assets of the goverinnental activities decreased approximately $2,245,555 and the 
assets of the business type activities increased by approxiinately $195,150. 

USING THIS ANNUAL REPORT 

The annual report consists of a series of financial statements and other informatioil as follows: 

Managemei~t's Discussion and Analysis introduces the basic financial statements and 
provides an analytical overview of the City's financial activities. 

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

The Fuid Financial Stateine~~ts 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 infor~nation about the most significant funds. 

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

Required Suppleilleiltary Information further explaiils aid supports the financial 
statements with a comparison of the City's budget for the year. 

Other Suppleinentary Infonnatioil provides detailed infonnation about the noiunajor 
govenunental funds and the city's indebtedness. 



Basis of Accounting 

The City inaintains 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 stateinents do not present financial position ruld results of operations of the funds in 
accordance with U.S. generally accepted accounting principles. Therefore, when reviewing the 
financial information and discussion within this annual report, the reader should keep in illiild the 
limitations resulting fkoin the use of the cash basis of accounting. 

REPORTING THE CITY'S FINANCIAL ACTIVITIES 

Government-wide Financial Statement 

One of the inost important questions aslted 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 u se l l  indicator of whether the financial 
positioil 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 worlts, health and social 
services, culture and recreation, coininunity and economic development, general 
governn~ent, debt service and capital projects. Property tax and state and federal 
grants finance most of these activities. 

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

Fund Financial Statements 

The City has two kinds of funds: 

1) Governmental funds account for inost 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: 1) the General Fund, 2) the Special 
Revenue Funds, such as Road Use Tax and Tax Increinent Finalcing, 3) the Debt Service 
Fund, 4) the Capital Projects Funds and 5) the Permanent Fund. The govenlmental fund 
financial statements provide a detailed, short-term view of the City's general government 
operations and the basic services it provides. Governmental f~uld information helps 
determine whether there are more or fewer financial resources that can be spent in the 
near future to finance the City's programs. 

The required financial statement for governinental funds is a statement of cash 
receipts, disbursements and changes in cash balances. 

2) Proprietary funds account for the City's Enterprise Funds. Enterprise Funds are used to 
report business type activities. The City maintains six Enterprise Funds to provide 



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

The required financial statement for proprietary funds is a stateinent of cash receipts, 
disburseinents and changes in cash balances. 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

Net assets inay serve over time as a useful indicator of financial position. The City's cash 
balance for govemnental activities is $2,346,216, decreasing from $4,591,771 a year ago. The 
analysis that follows focuses on the changes in cash balances for governnlei~tal activities. 

Cash Basis Net Assets of Govermnental Activities 
(Expressed in Thousands) 

Year Ended June 30, 
201 1 2010 

Receipts and Transfers 
Program Receipts 

Charges for Service $383 $334 
Operating Grants, Contributions and Restricted Interest 512 453 
Capital Grants, Contributions and Restricted Interest 218 474 

General Receipts 
Property Tax 1,423 1,358 
Tax Increment Financing 504 0 
Local Option Sales Tax 328 357 
Unrestricted Investment Earnings 62 95 
Bond Proceeds 2,459 2,757 
Other General Receiots 473 454 

Transfers, Net 
Total Receipts and Transfers 

Disbursements 
Public Safety 
Public Worlcs 
Health and Social Services 
Culture and Recreation 
Coinmunity and Economic Development 
General Government 
Debt Service 
Capital projects 

Total Disburse~nents 

Increase (Decrease) in Cash Basis Net Assets 

Cash Basis Net Assets Begiilning of Year 

Cash Basis Net Assets End of Year 



The City's total receipts for govemneiltal activities increased 1.66% or approxiinately $109,341. 
The total cost of all programs and services increased approximately $4,245,365 or 95% with no 
new programs added this year. The decrease in receipts was primarily a result of a decrease in 
proceeds received from the issuance of debt, a decrease in Capital grants received and an 
increase in tax increinent financing. The significant increase in disbursements was primarily a 
result of incurring costs associated with the Highway 65 Capital project and the Aquatic Center 
Project. 

The cost of all govenunental activities this year was $8.708 inillioii compared to $4.462 million 
last year. However, as shown in the Statement of Activities and Net Assets on pages 10 and 11, 
the amount taxpayers ultimately financed for these activities was $7.595 million because some of 
the cost was paid by il~ose directly benefiting froin the programs ($382,613) or by other 
governments and organizations tliat subsidized certain programs with grants, contributions and 
restricted interest ($729,553). Overall, the City's gover~nnental activities receipts, including 
intergovernmental aid and fees for service, decreased in 201 1 from approximately $1,261,109 to 
approximately $1,112,166. The City paid for the reinailling "public benefit" portion of 
governmental activities wit11 approximately $1,423,117 in tax (some of which could only be used 
for certain programs) and with other receipts, such as interest and general entitlements. 

Cash Basis Net Assets of Business Type Activities 
(Expressed in Thousands) 

Year Ended June 30, 
2011 2010 

Receipts 
Program Receipts 

Charges for Service 
Water $650 $666 
Sewer 523 532 
Solid Waste 29 29 
Meter Deposits 

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

Total Disbursements and Transfers 

Increase (Decrease) in Cash Balance 

Cash Basis Net Assets - Beginning of Year 

Cash Basis Net Assets - End of Year 

Total business type activities receipts for the fiscal year were $1,209,518 compared to 
$1,234,933 last year. The business type activities disburselnellts for the fiscal year were 
$914,368 compared to $1,152,711. The significant difference is due to the final debt payment 
was paid on the Water Tower Bond during the prior fiscal year. 
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INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS 

As the City of Hainpton coinpleted the year, its governmental funds reported a coinbined fund 
balance of $2,346,216, a decrease of $2,245,555 froin last year's total of $4,591,771. The 
following are the major reasons for the changes in fund balances of the inajor funds froin the 
prior year. 

The General Fund cash balance increased $146,800 from the prior year to $805,863. 
This increase is partially due to a decrease in Public Safety, Public Works and General 
Govemnent disburse~nents. Of the remaining fund balance, $208,174 is restricted for the 
Pool, and $50,706 represents Library funds. The unreserved General Fund cash balance 
is $546,983. 

The Road Use Tax Fund cash balance increased by $47,385 to $279,522 during the fiscal 
year. The City intends to use this money to upgrade the condition of all City roads. 

The Einployee Benefits Fund cash balance increased by $76,877 to $55,853 during the 
fiscal year. This increase is due to an increase in property taxes collected due to a 35% 
increase in the cost of health insurance through Wellinark during the prior fiscal year. 

Tax Increinent Fund ended the fiscal year with a cash balance of $279,503 ail increase of 
$231,379 from the previous year. The iilcrease was the result of the collection of tax 
increment financing receipts. 

The Capital Projects - Highway 65 Fund cash balance decreased by $2,475,713 to 
($54,343) during the fiscal year. The City issued $2,732,400 in general obligation urban 
renewal bonds and transferred $550,000 to this fund fro111 the TIF fund to finance this 
capital project in the prior fiscal year. Disbursemei~ts totaled $2,794,925 for the current 
fiscal year. 

The Capital Projects - Aquatic Center cash balance decreased froin $581,144 to $443,422 
during the fiscal year. The City issued $2,445,300 in General Obligation Local Option 
Sales Tax Bonds and spent $2,786,896 on the project. 

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS 

The Water Fund cash balance increased by $44,639 to $928,671, due priinarily to no 
transfers were required in fiscal 201 1. 

The Sewer Fund cash balance increased by $188,832 to $1,161,381. This is a result of 
sewer rate increase revenues to fund the Waste Water Treatment Plant project. 



BUDGETARY HIGHLIGHTS 

Over the course of the year, the City amended its budget. The amendment was approved on May 
24, 201 1 and resulted in ail increase in operating revenues relating to Band Shell fund raising, 
Cemetery Fence fundraising, FEMA and IDOT Reimbursements, SRF loan draw down's, I-Jobs 
grant reiinbursemeilts and Proceeds of Long Term Debt for the LOST Bond. An increase in 
operating disbursemei~ts was related to Public Safety, Public Works for fuel and storm related 
expenditures, Culture and Recreation for Band Shell and Cemetery fence restorations. General 
Government for nuisance mowing and snow removal contracting, salaries, attorney fees. Debt 
Service for increased admillistration fees being charged to the city. Capital Projects for FAA 
Grant, Hwy 65 payments to IDOT, WWTP Design fees and Progress Park design fees. 
Enterprise Funds for landfill assessinei~t increase. 

DEBT ADMINISTRATION 

At June 30, 2011, the City had approximately $5,089,029 in bonds and other long-term debt, 
compared to approximately $3,094,700 last year, as shown below. The Coilstitutioil of the State 
of Iowa limits the amount of general obligation debt cities can issue to 5% of the assessed value 
of all taxable property within the City's corporate limits. The City's outstanding general 
obligation debt of $5,075,000 is below its constitutional debt liinit of $8,053,370. 

Outstanding Debt at Year-End 
(Expressed in Thousands) 

Julie 30, 
201 1 2010 

General Obligation NotesIBonds $5,075 $3,095 
Revenue Notes 14 0 

Total $5,089 $3,095 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES 

City elected and appointed officials considered inany factors when setting the fiscal year 2012 
budget, tax rates, and fees that will be charged for various City activities. These factors include 
the economy, assessed valuations, capital projects, debt obligations, employee benefits 
obligations, increased operating costs, aging infraslmcture, equipment needs, and limited 
revenue sources. The City also has been quite successful recently in obtaining grants to offset 
the cost of projects and will continue to do so. The City again inade attempts to couilter the ever 
increasing costs of providing e~nployee benefits. 

These factors were talcen illto account when adopting the budget for fiscal year 2012. Budgeted 
disbursements are expected to remain relatively constai~t. 

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 
Ron Dunt, City Manager, 122 1'' Ave NW, Hanpton, Iowa. 



Basic Financial Statements 



CITY OF HAMPTON 

STATEMENT OF ACTIVITIES AND NET ASSETS - CASH BASIS 
As of and for the Year Ended June 30,201 1 

FunctionsIPrograms: 
G o v e ~ ~ ~ i n e ~ ~ t a l  Activities: 

Public Safety 
Public Works 
Health & Social Services 
Culture & Recreation 
Co~ninu~lity & Econoinic Developinent 
General Governinent 
Debt Service 
Capital Projects 

Total Govem~ne~ital Activities 
Business Tme Activities: 

Water 
Sewer Rental 
Solid Waste 
Meter Deposits 

Total Business Type Activities 
Total 
General Receipts: 

Property and Other City Tax Levied For: 
Gei~eral Purposes 
Debt Service 

Tax Increment Financing 
Local Option Sales Tax 
Unrestricted Interest on Investments 
Banmote  Proceeds 
Miscellaneous 
Sale of Assets 

Transfers 
Total General Receipts & Transfers 
Change in Cash Basis Net Assets 
Cash Basis Net Assets Beginning of Year 

Cash Basis Net Assets End of Year 
Cash Basis Net Assets 

Restricted: 
Nonexpendable: 

Cemetery Perpetual Care 
Expendable: 

Urban Renewal Purposes 
Debt Service 
Streets 
Other Purposes 

Unrestsicted 
Total Cash Basis Net Assets 

See Notes to Financial Statements 

Program Receipts 
Operating Grants, Capital Grants, 

Contributions, Contributions, 
Charges for and Restricted and Restricted 

Disbursements Service Interest Interest 



Exhibit A 

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

Goveinmei~tal Business - Type 
Activities Activities Total 



CITY OF HAMPTON 

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

As of and for the Year Ended June 30.201 1 
Special Revenue 

Road Use Employee 

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

Total Receipts 
Disbursements: 

Operating: 
Public Safety 
Public Works 
Health & Social Services 
Culture & Recreation 
Comnunity & Economic Development 
General Governme~~t 

Debt Service 
Capital Projects 

Total Disbursements 
Excess (Deficiency) of Receipts Over (Under) 
Disburseinents 

Other Financing Sources (Uses): 
Note Proceeds 
Bond Proceeds 
Discouilt on Bond 
Sale of Capital Assets 
Operating Transfers In 
Operating Transfers Out 

Total Other Financing Sources (Uses) 
Net Change in Cash Balances 
Cash Balances Beginning of Year 

General Tax Benefits 

Cash Balances End of Year $805,863 $279,522 $55,853 
Cash Ranis Fund Ralances 
Nonspendable - Cemetery Perpetual Care $0 $0 $0 
Restricted for: 

Urban Renewal F'urposes 0 0 0 
Debt Service 0 0 0 
Streets 0 279,522 0 
Pool 208,174 0 0 
Other Purposes 0 0 55,853 

Assigned 50.706 0 0 
~naisigned 

Total Cash Basis Fund Balances 
See Notes to Financial Statements 



Exhibit B 

Special Revenue Capital Projects 
Local Optioil Tax Incremei~t Aquatic 

Sales Tax Financing Hwy 65 Center Nonrnaj or Total 



CITY OF HAMPTON 
Exhibit C 

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

As of and for the Year Ended June 30,201 1 

Sewer 
Water Rental Nonn~aj or Total 

Operating Receipts: 
Charges for Service $599.792 $518,771 $29.046 $1.147.609 
~iscellaneous 

Total Operating Receipts 

Operating Disbursements: 
Business Type Activities 555,096 314,705 44,567 914,368 

Excess (Deficiency) of Operating Receipts 
Over (Under) Operating Disbursements 94,639 208,832 (8,321) 295,150 

Operating Transfers Out (50,000) (20,000) (30,000) (100,000) 

Net Change in Cash Balances 44,639 188,832 (38,321) 195,150 

Cash Balances Beginning of Year 884,032 972,549 155,493 2,012,074 

Cash Balances End of Year $928,671 $1,161,381 $1 17,172 $2,207,224 

Cash Basis Fund Balances 
Reserved for Debt Service $0 $0 $38,479 $38,479 
Unreserved 928,671 1,161,381 78,693 2,168,745 

Total Cash Basis Fund Balances $928,671 $1,161,381 $1 17,172 $2,207,224 

See Notes to Financial Stateiilents 



City of Hampton 

Notes to Financial Statements 

June 30,2011 

Note I:  Sumnaarv of  Significarzt Accountinp Policies 

The City o f  Harnpton is a political subdivision o f  the State o f  Iowa located in 
Franklin Couilty. I t  was first incorporated in 1871 and operates under the Hoine 
Rule provisions o f  the Constitution o f  Iowa. The City operates under the Mayor- 
Council form o f  government with the Mayor and Council Members elected on a 
non-partisan basis. The City provides numerous services to citizens including 
public safety, public works, health and social services, culture and recreation, 
coininunity and economic development, and general goveimlent services. The City 
also provides water, sewer and solid waste utilities for its citizens. 

A. Reporting Entity 

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

Jointly Governed Or~anizations 

The City participates in several jointly governed orgmizations that provide 
goods or services to the citizenry o f  the City, but do not meet the criteria o f  a 
joint venture since there is no ongoing financial interest or responsibility b y  
the participating gover~linents. City officials are ineinbers o f  the following 
boards and coininissions: North Iowa Task Force, the Landfill o f  North Iowa, 
and the Franklin County Einergency Managenlent Com~nission, the Franklin 
County E911 Service Board and the Franklin County Conference Board. 



Notes to Financial Statements (Continued) 

Note I :  Sunzmarv of Sipnificant Accourztinp Policies (Continued) 

B. Basis of Presentation 

Government-wide Financial Stateinent - The Stateinent 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 froill this 
statement. Goveriunental activities, which are supported by tax and 
intergovermnental revenues, are reported separately f'roin business type 
activities, which rely to a significant extent on fees and charges for services. 

The Statanent of Activities and Net Assets presents the City's non-fiduciary 
net assets. Net assets are reported in the following categoriesicoinponei~ts: 

No~zexpendable 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 
assets use are either externally iinposed or iinposed by law though 
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 iinposed by inanageinent which can be removed or modified. 

The Statement of Activities and Net Assets denlonstrates the degree to which 
the direct disbursements of a given function are offset by prograin receipts. 
Direct disbursements are those clearly identifiable wit11 a specific function. 
Program receipts include 1) charges to custoiners or applicants who purchase, 
use or directly benefit fko~ll goods, services or privileges provided by a given 
function and 2) grants, contributions and interest on investments restricted to 
meeting the operational or capital requireinents of a particular function. 
Property tax and other itans not properly included ainong prograin receipts 
are reported instead as general receipts. 

Fund Financial State~nents - Separate financial statenlents are provided for 
governmental funds and proprietary funds. Major individual gover~u~lental 
funds and inajor individual enterprise funds are reported as separate colunns 
in the fund financial state~nents. All remaining govermnental funds are 
aggregated and reported as noninajor govenlmental funds. 



Zlotes to Financial Statements (Continued) 

Note 1: Sumnzary ofSizpnificant Accourzti~zzp Policies (Continued) 

The City reports the following inajor governmental funds: 

The General Fund is the general operating h ~ d  of the City. All general tax 
receipts fro111 general and emergency levies and other receipts not allocated by 
law or contractual agreement to some other h n d  are accounted for in this 
fund. From this fund are paid the general operating disburseinents, the fixed 
charges and the capital improveinent 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 
froill the State of Iowa to be used for road construction and maintenance. 

The Employee Benefits Fund is used to account for employee benefits 
financed by property tax collections. 

The Local Option Sales Tax Fund is a discretionaiy inajor fund used to 
accoui~t for the collection of local option sales tax. 

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

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

The Capital Projects Aquatic Center Fund is used to account for the receipts 
and disbursements associated with the construction of the new Aquatic 
Center. 

The City reports the following nlajor proprietary funds: 

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

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



Notes to Financial Statements (Continued) 

Note 1: Sunznfarv o f  Simificant Accourztinp Policies (Continued) 

C. Measure~nent Focus and Basis of Accounting 

The City maintains its financial records on the basis of cash receipts and 
disburseillei~ts 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 
stateinents do not present financial position and results of operations of the 
funds in accordance with U.S. generally accepted accounting principles. 

Under the ternls 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-reiinburseinent grant 
resources to such progranls, followed by categorical block grants and then by 
general receipts. 

When a disbursement in govenunental funds can be paid using either 
restricted or unrestricted resources, the City's policy is generally to first apply 
the disbursenlent toward restricted fund balance and then to less-restricted 
classifications-coininitted assigned and then unassigned fund balances. 

Proprietary funds distinguish operating receipts and disburseinents froin non- 
operating 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 
disburseiuents not meeting this definition are reported as non-operating 
receipts and disbursenlents. 

D. Governmental Cash Basis Fund Balances 

In the governmental fund financial stateinents, cash basis fund balances are 
classified as follows: 

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

Restricted - Ainounts 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 
provisioils or enabling legislation. 

Assigned - Ainounts the Council intends to use for specific purposes. 



Notes to Financial Statements (Continued) 

Note 1: Sunrnzarv o f  Significant Accounting Policies (Continued) 

Unassigned - All amounts not included in other spendable classifications. 

E. Budgets and Budgetaw Accounting 

The budgetary comparison and related disclosures are reported as Required 
Supp1eine11ta-y Infoimation. During the year ended June 30, 2011, 
disbursements exceeded the amounts budgeted in the Culture and Recreation, 
Debt Service and Capital Project functions. 

Note 2: Cash and Pooled Investnzents 

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 Iowa. Tlris 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 h ~ d s  in obligations of the United 
States government, its agencies and instnlinentalities; 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 cominercial 
paper; perfected repurchase agreements; certain registered open-end management 
investment companies; certain joint investinent trusts; and warrants or iinproveinent 
certificates of a drainage district. 

The City's investments at June 30, 201 1 are as follows: 

Tme Carrying Amount Fair Value Maturity 
CoraorateiGovernment Bonds $5.000 $5.415 Februarv 17.2012 
pixed Income $158,743 $163;001 v:rio;s 

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) to instru~nents that mature within 397 days. Funds not identified 
as operating funds may be invested in instruments with maturities longer than 397 
days, but the maturities shall be consistent with the needs and use of the City. 



Notes to Financial Statements (Colltiaucd) 

Note 3: Bonds and Notes Pavable 

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

Year - --.- 
Ending General Obligation Notes General Obligation Bonds 
June 30, Principal Interest Principal Interest 

2012 $15,000 $4,320 $300,000 $157,081 

Total $120,000 $18,918 $4,955,000 $1,353,681 

Year 
Ending Total 
June 30, Principal Interest 

2012 $315,000 $161,401 

Total $5,075,000 $1,372,599 

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



Notes to Financial Statements (Continued) 

Note 3: Bonds and Notes Pavable (Continued) 

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

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

On October 27, 010, the City issued not to exceed $376,000 of Sewer Revenue 
Capital Loan Notes. During the year ended June 30, 2011, the City drew $14,029 
of these funds for planning and design of a new waste water treatment plant. These 
notes are payable solely froin sewer customer receipts, net of specified operating 
disbursements. The City will contiilue to draw on this note as necessary. 

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

Note 4: Pension and Retirement Benefits 

The City contributes to the Iowa Public Employees Retirement System (IPERS) 
which is a cost-sharing multiple-anployer defined benefit pension plan 
administered by the State of Iowa. IPERS provides retirement and death benefits 
which are established by state statute to plan members and beneficiaries. IPERS 
issues a publicly available financial report that includes financial statements and 
required supplementary infor~nation. The report may be obtained by writing to 
IPERS, PO Box 91 17, Des Moines, IA 50306-91 17. 



Notes to Financial Statements (Continued) 

Note 4: Pension and Retirement Benefits (Continued) 

Most regular plan members are required to contribute 4.50% of their annual covered 
salary and the City is required to contribute 6.95% of covered salary. Certain 
einployees in special risk occupatioils and the City contributes an actuarially 
determined contribution rate. The City's contributioils to IPERS for the years 
ended June 30, 2011, 2010 and 2009 were $92,701, $84,178 and $84,522, 
respectively, equal to the required contributioil for each year. 

Note 5: Other Postemplovnzent Benefits - (OPEB) 

Plan Description - The City operates a single-employer retiree benefit which 
provides medicaliprescription drug, dental and deductible benefits for retirees and 
their spouses. There are 27 active and 3 retired ineinbers in the plan. Participai~ts 
must be 55 or older at retirement. 

The 1nedicaWprescription dmg benefits are provided through a fully-insured plan 
with Wellnark. Retirees under age 65 pay the same preiniuin for the 
inedicaliprescription drug benefits as active einployees. The dental benefits are 
self-funded by the City, and are paid through a third party administrator, Three 
Rivers Benefit Corporation. The City also started to partially fund deductibles, and 
these are paid tl~ough Three Rivers Benefit Corporation. 

Funding Policy - The coiltribution requirements of plan inembers are established 
and inay be aineimded by the City. The City currently finances the retiree benefit 
plan on a pay-as-you-go basis. The inost recent lneinber monthly prenliuins for the 
City a ~ d  plan nmembers are $392 for single coverage and $978 for fanily coverage. 
The same monthly preiniuns apply to retirees. For the year ended June 30, 201 1, 
the City contributed $335,455 and plan inembers eligible for benefits contributed 
$3 1,847 to the plan. 

Note 6: Conzpensated Absences 

City employees accunulate a limited anlount of eanled but unused vacation and 
overtime l~ours for subsequent use or for payrnent upon terinination, retirement or 
death. These accunlulations are not recognized as disburseinents by the City until 
used or paid. The City's approximate liability for eanled vacation terinination 
payments payable to einployees at June 30, 201 1, primarily relating to the General 
Fund, is as follows: 

Type of Benefit Amount 
Vacation $60,222 
Overtime 117,834 

This liability has been computed based oil rates of pay in effect at June 30,201 1. 
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Notes to Financial Statements (Continued) 

Note 7: Interfund Transfers 

The detail of interfund transfers for the year ended June 30,201 1 is as follows: 

Transfer To Transfer Froin Anlount 
General Special Revenue: 

Local Option Sales Tax $328,276 

Special Revenue: 
Band Shell Enterprise: 

Water Sinking - 
Water Reserve 

Capital Projects Special Revenue: 
Aquatic Center Make A Splash 222,399 

Hwy 65 Enterprise: 
Water 50,000 
Sewer Rental 20,000 

70,000 

Oak Hills Drive Debt Service: 
Special Assessinents 6,563 

Pernianent 
Cemetery Perpetual Care General 

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

Note 8: Related Partv Trarzsactions 

The City had business transactions between the City and City officials totaling 
$2,589 during the year ended June 30,201 1. 



Notes to Financial Statements (Continued) 

Note 9: LandfilE of  North Iowa 

The City, in conju~ction with seveiiteeil other inunicipalities, has created the 
Landfill of North Iowa. The Landfill was established for tlie priinary purpose of 
providing for the collection and disposal of solid waste produced or generated by 
each participant. On dissolution of the corporation, the iiet assets of tlie Landfill 
will be prorated among the municipalities. The Landfill is govenled by a board 
comnposed of an elected representative of the governing body of each participating 
govenunental jurisdiction. 

The Landfill is not accuinulatiiig sufficieiit fiiiancial resources and the participating 
governments are obligated for a proportionate share of the debt, therefore, the City 
of Hainpton has an oilgoing fiiiancial responsibility. The City is also obligated to 
remit a share of the operating and achninistration costs. During the year ended June 
30, 2011, the City of Hanlpton paid $5,694 for its share of the costs. Completed 
finailcia1 statements for the Landfill can be obtained froin the Landfill of North 
Iowa. 

Note 10: Rislz Managemerit 

The City is exposed to various rislts of loss related to torts; theft, damage to and 
destruction of assets; errors and omissions; injuries to employees; and ilatural 
disasters. These risks are covered by the purchase of coininercial insurance. The 
City assumes liability for any deductibles and claiins in excess of coverage 
limitations. Settled claiins froin these rislcs have not exceeded coininercial insurai~ce 
coverage in any of the past three fiscal years. 

Note 11: Budget Over Expenditure 

Per the Code of Iowa, disburse~nents inay not legally exceed budgeted 
appropriations at the functiolial level. During the year ended June 30, 2011, 
disbursements in the Culture and Recreation, Debt Se~vice and Capital Projects 
functions exceeded the amounts budgeted. 

Note 12: Excess Fund Balances 

We noted the f ~ ~ n d  balances of the Forfeiture Fund, the Band Shell Fund, the Debt 
Service Fund, the Cemetery Perpetual Care Fund, the Library Trust Fund, the Meter 
Deposit Fund, the Cemetery Tmst Fund, the Water Fuiid, the Water Reserve Fund, 
the Sewer Rental Fund and the Solid Waste Fuiid were in excess of dishurseinents 
for the current year. 



Notes to Financial Statements (Continued) 

Note 13: Firzancial Corzditiorz 

We noted the fund balances of the Econoinic Developinei~t Fund, the Capital 
Project Hwy 65 Project Fund, the Capital Project Waste Water Treatment Plant 
F w d  and the Capital Project Progress Park Fwid were in deficit at the end of the 
year. 

Note 14: Accourztinp Chanae/Restatenzent 

Governinei~tal Accounting Standards Board Stateinent No. 54, Fund Balance 
Reporting, and Goveriunental Fund Type Definitions, was implemented during the 
year ended June 30, 201 1. The effect of fimd type reclassifications is as follows: 

Special Revenue 
General ~ m e r ~ e i l c ~  Levy 

Balances June 30,2010, as previously reported $659,063 $0 . . 

Change in fund t p e  classification per irnplen~entation 
of GASB Statelllent No. 54 0 0 

Balances July 1,2010, as restated $659,063 $0 

Note 15: Subsequent Events 

On August 9, 2011, the City held a public hearing for and approved a resolution to 
take additional action for the issuance of not to exceed $570,000 General 
Obligation Capital Loan Notes for the Progress Park Rolling Prairie Trail Spurs 
Project. 

On August 23, 201 1, the City held a public hearing for the consideratioil of plans, 
specifications, forin of contract and estimate of costs for the Rolling Prairie Trail 
Spurs Project and on September 9, 2011, the City awarded a construction contract 
to Heartland Asphalt for $91,614. 
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CITY OF HAMPTON 

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

PROPRIETARY FUNDS - REQUIRED SUPPLEMENTARY INFORMATION 
Year Ended June 30,201 1 

Goveimnental Proprietary 
Funds Actual Funds Actual Total 

Receipts: 
Property Tax $1,423,117 $0 $1,423,117 
Tax Increment Financing 503,883 0 503,883 
Other City Tax 448,103 0 448,103 
Licenses & Pern~its 12,200 0 12,200 
Use of Money & Property 76,287 0 76,287 
Intergovemnental 766,804 0 766,804 
Charges for Service 385,500 1,147,609 1,533,109 
Special Assessnlents 23,132 0 23,132 
Miscellaneous 255,885 61,909 317,794 

Total Receipts 3,894,911 1,209,5 18 5,104,429 

Disburseinents: 
Public Safety 
Public Worlts 
Health & Social Services 
Culture & Recreation 
Community & Economic Development 
General Governlent 
Debt Seivice 
Capital Projects 
Business Type Activities 

Total Disbursements 

Excess (Deficiency) of Receipts Over 
(Under) Disburseinents (4,794,053) 295,150 (4,498,903) 

Other Financing Sources (Uses), Net 2,548,498 (100,000) 2,448,498 

Excess (Deficiency) of Receipts and Other Financing 
Sources Over (Under) Disburseinents 
and Other Financing Uses (2,245,555) 195,150 (2,050,405) 

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

Balances End of Year $2,346,216 $2,207,224 $4,553,440 

See Accompanying Independent Auditors' Report 



Budgeted Amounts Final to Total 
Original Final Variance 



City of Hampton 

Notes to Required Supplementary Information - Budgetary Reporting 

June 30,2011 

The budgetary coinparison is presented as Required Suppleinentary Information in accordance 
with Goverinnental Accounting Standards Board Statement No. 41 for govenunents with 
significant budgetary perspective differences resulting froin not being able to present budgetary 
conlparisons for the General Fund and each major Special Revenue Fund. 

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

Fonnal and legal budgetary control is based upon nine inajor classes of disbursements known as 
functions, not by fund. These nine functions are: public safety, public works, health and social 
services, culture and recreation, con~n~unity and economic develop~ne~~t, general government, 
debt service, capital projects and busiiless type activities. Function disbursements required to be 
budgeted include disbursements for the General Fund, Special Revenue Funds, Debt Service 
Fund, Capital Projects Funds, the Pemianent Fund 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, a budget amendment increased budgeted 
disbursements by $1 $1 8,3 15. The budget ainendinent is reflected in the final budgeted anou~ts .  

During the year ended June 30, 2011, disburseine~~ts exceeded the amounts budgeted in the 
Culture and Recreation, Debt Service and Capital Projects functions. 
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CITY OF HAMPTON 

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

Year Ended June 30,201 1 

Receipts: 
Property Tax 
Other City Tax 
Use of Money & Property 
Intergovernmental 
Special Assessments 
Miscellaneous 

Total Receipts 

Special Revenue 
Make A Band Econoinic Library 
Splash Forfeiture Shell Development Trust 

Disbursements: 
Operating: 

Public Safety 0 1,060 0 0 0 
Culture & Recreation 0 0 32,863 0 0 
Conlmunity & Econon~ic Developinent 0 0 0 28,104 0 

Debt Service 0 0 0 0 0 
Capital Projects 

Total Disbursements 

Excess (Deficiency) of Receipts Over 
(Under) Disbursements 98,146 (705) 48,689 11,180 8 

Other Financing Sources (Uses): 
Note Proceeds 0 0 0 0 0 
Operating Transfers In 0 0 30,000 0 0 
Operating Transfers Out (222,399) 0 0 0 0 

(222,399) 0 30,000 0 0 

Net Change in Cash Balances (124,253) (705) 78,689 11,180 8 

Cash Balances Beginning of Year 132,956 2,597 0 (20,922) 2,597 
Cash Balances End or Year $8,703 $1,892, $78,689 $(9,742) $2,605 

Cash Basis Fund Balances 
Nonspendable - Ccrnetery Perpetual Care $0 $0 $0 $0 $0 
Restricted for: 

Debt Service 0 0 0 0 0 
Other Pu~poses 0 1,892 0 0 2,605 

Assigned 8,703 0 78,689 0 0 . 

Unassigned 0 0 0 (9,742) 0 
Total Cash Basis Fund Balances $8,703 $1,892 $78,689 $(9,742) $2,605 

See Acconlpanying Independent Auditors' Report. 
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Special Revenue Debt Service Capital Projects Permanent 
Cemetery Debt Special Airport Oak-Hill Wastewater Progress Cemetery 

Trust Service Assessments Project Project Treatment Plant Park Perpetual Care Total 



CITY OF HAMPTON 

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

Year Ended June 30,201 1 

Operating Receipts: 
Charges for Service 
~ i s c & i n e o u s  

Total Operating Receipts 

Water Revenue Water Solid Meter 
Note Sillking Reserve Waste Deposits Total 

Operating Disbursements: 
Business Type Activities 0 0 37,892 6,675 44,567 

Excess (Deficiency) of Operating Receipts 
Over (Under) Operating Disburseinents 0 0 (8,846) 525 (8,321) 

Operating Transfers Out (5,911) (24,089) 0 0 (30,000) 

Net Change in Cash Balances (5,911) (24,089) (8,846) 525 (38,321) 

Cash Balances Begiilning of Year 5,911 62,568 60,036 26,978 155,493 

Cash Balances End of Year 

Cash Basis Fund Balances 
Restricted for Debt Service $0 $38,479 $0 $0 $38,479 
Unrestricted 0 0 51,190 27,503 78,693 

Total Cash Basis Fund Balances $0 $38,479 $51,190 $27,503 $117,172 

See Notes to Financial Statenlents 



CITY OF HAMPTON 
SCHEDULE OF INDEBTEDNESS 

Year Ended June 30,201 1 

Amount 
Date of Interest Originally 

Obligation Issue Rates Issued 

General Obligation NotesIBo~lds: 
Fire TrucldStreet I~nprovementiIn~strial 
Park September 1,2000 4.90 - 5.50% $1,300,000 

Oaldull Drive Project May 29,2008 2.60 - 3.90% 165,000 
Urban Renewal (Highway 65) July 6, 2009 2.25 - 4.30% 2,760,000 
Local Option Sales Tax (Aquatic Center) July 22, 2010 1.00 - 3.60% 2,470,000 

Revenue Notes: 
Sewer Revenue Capital Loan Note October 27,2010 0.00% 376,000 

See Accompanying Independent Auditors' Report. 
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CITY OF HAMPTON 
Schedule 4 

Bond and Note Maturities 
June 30,2011 

General Obligatioil Notes 
Oak Hill Proiect 

Note Issue2 
May 29,2009 

Year Endillg Interest - 
June 30, Rates Amount 

2012 3.20% $15.000 

General Obligation Bonds 
Highway 65 Project Aquatic Center 

Bond Issued Bond Issued 
July 6,2009 

Year Ending Interest - 
June 3 0, Rates Amount 

2012 2.25% $165,000 

July 22,2010 
Interest 
Rates Amount Total 
1.00% $135,000 $300,000 
1.25% 140,000 305,000 
1.60% 145,000 3 15,000 
2.00% 145,000 320,000 
2.25% 150,000 335,000 
2.50% 155,000 345,000 
2.80% 160,000 355,000 
3.00% 165,000 370,000 
3.15% 175,000 385,000 
3.20% 180,000 400,000 
3.35% 190,000 420,000 
3.40% 195,000 435,000 
3.50% 205,000 455.000 

See Accoinpanying Independent Auditors' Report. 



CITY OF HAMPTON 

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

For the Last Seven Years 

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

Total 

Disbursements: 
Operating: 

Public Safety 
Public Works 
Health & Social Services 
Culture & Recreation 
Coimnunity & Econoinic 

Development 
General Gover~unent 

Debt Service 
Capital Projects 

Total 

See Acconlpanyiilg Independent Auditors' Report. 
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Gardiner Thomsen 
Certified Public Accountants  

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

Based on an Audit of Financial Statements Performed in Accordance with Gover1znze1tt 
Auditing Starzdards 

To the Honorable Mayor and 
Members of the City Council: 

We have audited the accomnpanying financial statenlents of the govenunentd activities, the 
business type activities, each major hnd  and the aggregate re~naining fund information of the 
City of Hanlpton, Iowa, as of and for the year ended June 30,201 1, which collectively comnprise 
the City's basic financial stateine~~ts listed in the table of contents and have issued our report 
thereon dated Novenlber 15, 201 1. Our report expressed unqualified opinions on the financial 
statelnents which were prepared in conformity with an other comnprehensive basis of accounting. 
We conducted our audit in accorda~~ce wit11 U.S. generally accepted auditing standards and the 
standards applicable to financial audits contained in Gover~znzelzt Auditing Starzdards, issued by 
the Colnptroller General of the United States. 

Internal Control Over Financial Reporting 

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

Our consideration of intenla1 control over financial reporting was for the limited purpose 
described in the preceding paragraph and was not designed to identify all deficiencies in internal 
control over financial reporting that might be significant deficiencies or lllaterial weaknesses 
and, therefore, there can be no assurance all deficiencies, significant deficiencies or inaterial 
weaknesses have been identified. However, as described in the accomnpanying Schedule of 
Findings, we identified certain deficiencies in intenlal control over financial reporting we 
consider to be material weaknesses and other deficiencies we consider to be sig~ificant 
deficiencies. 

A deficiency in illtenla1 control exists when the design or operation of the control does not allow 
inai~age~nent or e~nployees, in the norlnal course of perfonning their assigned functions, to 
prevent or detect and correct misstate~nents 011 a tinlely basis. A material weakness is a 
deficiency, or cornbination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatenlent of the City of Hanlpton's financial statements will not be 
prevented or detected and corrected on a timely basis. We consider the deficiencies described in 
the accompanying Schedule of Findings as iteins A, B and C to be nlaterial weaknesses. 
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A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that 
is less severe than a material weakness, yet important enough to inerit attention by those charged 
with governance. We consider the deficiencies in internal control described in the accompanying 
Schedule of Findings as item D to be a significant deficiency. 

Coinpliance and Other Matters 

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

Conlinents involving statutory and other legal matters about the City's operations for the year 
ended June 30, 201 1 are based exclusively on knowledge obtained from procedures perfoi~ned 
d~~r ing  our audit of the finalcial statements of the City. Since our audit was based on tests and 
sanples, not all transactions that might have had an impact on the comments were necessarily 
a~~dited. The conlments involving statutory and other legal matters are not intended to constitute 
legal interpretations of those statutes. 

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

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

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

November 15,201 1 



City of Hampton 
Hampton, Iowa 

Schedule of Fiudings 

Year Ended June 30,2011 

findings Related to the Financial Statements 

INTERNAL CONTROL DEFICIENCIES: 

A. Segregation of Duties 

Condition -Various functions of the City are performed by the same person. 
Cause - Limited staff available to segregate duties. 
Criteria - Due to the limited staff, the City Council should monitor the 
operatioils of the City on a contilluiilg basis. 

- Because of lack of segregation of duties, unauthorized tra~sactions 
could occur in the City's operations. 
Recommendation - We realize segregation of duties is diffic~ilt with a liinited 
number of office employees. However, the City should review its control 
procedures to obtain the maxi~~luin internal coiltrol possible under the 
circuinstsu~ces. 
Response and Corrective Action Planned - We have reviewed procedures as 
suggested. We are in the process of cross training employees to further segregate 
duties. We have added a part time clerk to further segregate duties. 

B. Preparation of Full Disclosure Financial Statements 

Condition - During the audit, we noted that the internal control system does not 
include a process for preparing the ailnual financial statements and the related 
disclosures ill accordance with GAAP. 
Cause - Mai~agemeilt requested that Gardiner Tliomsen, P.C. assist in preparing 
the draft of the financial statements, including the related footnote disclosures. 
The outsourcing is a result of management's costhenefit decision to use our 
accounting expertise rather than iiicurring this internal resource cost. 
Criteria - Managelllent is respoilsible for establishing and maintaining internal 
controls and for the fair presentation of the finsu~cial statenlents, in coilformity 
with U.S. Generally Accepted Accounting Priilciples (GAAP). 
Effect - Although the auditors are preparing the financial statements aiid the 
related footnotes, inanagenient of the City thoroughly reviews thein aiid accepts 
responsibility for their completeness and accuracy. 
Recommendation - We recognize that wit11 a limited number of office 
employees, gaining sufficient knowledge and expertise to properly select and 
apply accounting priilciples and prepare full disclosure financial statements for 
exter~~al reporting is difficult. However, we reco i~~i~~end  that City officials 
continue to review operating procedures and obtain the internal expertise needed 
to handle all the aspects of external finai~cial reporting, rather than rely on 
external assistance. 



City of Hampton 
Hampton, Iowa 

Schedule of Findings (Continued) 

Year Ended June 30,2011 

Findinrs Related to the Financial Statements (Continued) 

Response and Corrective Action Plnniictl - Wc recogni~e our limitatiotis, 
Jio\\~c~.cr, it is 110t fiscally responsible to add additio~lal staff at this tirne. 

C. Period End Financial Reporting Process 

Condition - During the audit, we noted that the internal control system does not 
include a process for reconciling items in the general ledger from subsidiary 
ledgers, to the reconciled bank balances, ensuring that all recurring and 
nollrecurrillg adjustments to the financial statements have been made at month 
end. 
Cause - The City does not reconcile the general ledger to the reconciled bank 
balances at each inonth end to ensure all transactions have been properly 
recorded. 
Criteria - The City should reconcile the general ledger to the reconciled bank 
balances at each month end to ensure all transactions have been properly 
recorded. 
Effect - Because of the lack of monthly reconciliations, transactions could occur 
without being recorded on the City's general ledger. 
Recommendation - Reconciling the subsidiary ledgers to the general ledger 
should be performed monthly. A review should be performed to ensure that all 
tra~sactions have been recorded. The City should reconcile the general ledger to 
the recoilciled bank balances on a monthly basis. 
Response and Corrective Action Planned - We will review the procedures as 
suggested. 

D. Financial Reporting 

Condition - During the audit, we noted that the internal control system does not 
iiiclude a process for ensuring that all transactions were properly recorded. 
Cause - The City did not record thc proceeds from the issua~~ce of long term 
debt at face value and the discount on the debt was not recorded. 
Criteria - The City should implement procedures to ensure all receipts and 
disbursements are correctly recorded in the City's financial statements. 
Effect - Because of the lack of monthly reconciliations, transactions could occur 
without being recorded on the City's general ledger. 
Recommendation - The City should implement procedures to ensure all receipts 
and disburse~ncnts we correctly recorded in the City's financial stateinents. The 
City should reconcile the general ledger to the reconciled bank balances on a 
monthly basis. 



City of Hampton 
Hampton, Iowa 

Schedule of Findings (Continued) 

Year Ended June 30,2011 

Findings Related to the Financial Statements (Continued) 

Response and Corrective Action Planned -We will include procedures in the 
nlonthly reconciliation process to ensure all ainounts are included. 

INSTANCES OF NON-COMPLIANCE 

No matters were noted, 

Other Findings Related to Required Statutorv Reporting: 

1. Certified Budget - Disburseinents during the year ended June 30,201 1, exceeded the 
ainounts budgeted in the Culture a ~ d  Recreation, Debt Service and Capital Projects 
functions. Chapter 384.20 of the Code of Iowa states in pat ,  that "Public monies 
may not be expended or encumbered except under an annual or continuing 
appropriation." 

Recolnmendation - The budget should have been anended in sufficient amounts in 
accordance with Chapter 384.18 of the Code of Iowa before disburselllents were 
allowed to exceed the budget. 

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

Conclusion - Response accepted. 

2. Ouestionable Disbursements - No expenditures we believe inay not meet the 
requireinents of public purpose as defined in an Attorney General's opinion dated 
April 25, 1979 since the public benefits to be derived have not been clearly 
documented were noted. 

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



City of Hampton 
Hampton, Iowa 

Schedule of Findings (Continued) 

Year Ended June 30,2011 

Other Findings Related to Required Statutory Reporting: (Continued) 

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

Naine, Title & Business Transaction 
Com~ection Description Amount 

Trev Murphy, Waste Water Employee Building & Equipment Repairs 
Parents own Murphy's Heating & Plunbing & Maintenance $904 

Carrie Blau, Secretary 
Spouse of Adain Blau Mowing Services 1,000 

James Davies, City Councilperson 
En~ployed at Creative Solutions Unlimited Professional Fees & Equipment 680 

Richard Lukensmeyer, City Councilperson 
Father of Abby Lultensmeyer Translator for Police Departinei~t 5 

In accordance with Chapter 362.5(10) of the Code of Iowa, the transactions with 
Murphy's Heating & Plumbing, Adain Blau, Creative Solutions and Abby 
Lukensn~ever do not appear to represent conflicts of interest since total transactions 
were less than $1,500 during the fiscal year. 

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

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

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



City of Hampton 
Hampton, Iowa 

Schedule of Findings (Continued) 

Year Ended June 30,2011 

Other Findings Related to Required Statutory Reporting: (Continued) 

7. Deposits and Investinents - No instai~ces of non-comnpliance with the deposit and 
illvestment provisions of Chapter 12B and 12C of the Code of Iowa and the City's 
investment policy were noted. However, it was noted that interest earned on proceeds 
froin the General Obligation Local Option Sales Tax Bonds (Aquatic Center) was not 
credited to the proper fund. 

Recommendation - Chapter 12C9.2 of the Code of Iowa states that interest earned on 
proceeds of notes, bonds, refunding bonds and other evidence of indebtedness be used 
to pay the principal or interest as it coines due on the indebtedness or be credited to 
the Capital projects Fund for which the indebtedness was issued. The interest earned 
on these proceeds should be credited to the appropriate fund in accordance wit11 the 
Code of Iowa, 

Response -We will make this correction. 

Conclusion - Response accepted. 

8. Excess Fund Balances - We noted the fund balances in the Special Revenue Funds: 
Forfeiture, Band Shell, Library Tmst, Cemetery Trust; Cemetery Perpetual Care; 
Debt Service; and Enterprise Funds: Water, Water Reserve, Sewer Rental, Solid 
Waste and Meter Deposits were in excess of disburseinents for the current year. 

Recommendation - The City should investigate alternatives to elin~inate the excesses. 

Response - The City will investigate alternatives. The Forfeiture Fund will be used 
in future years for the enhanceinent of law enforcement. The Band Shell Fund 
represents coi~tributions to be used to renovate the Band Shell in the subsequent fiscal 
year. The Debt Service fund balances will be used to inalce debt payments in future 
years. The remaining fund balances are ea~narked for fbture inlproveinei~ts including 
water infrastructure and a waste water treatment plant. 

Conclusion - Response accepted. 

9. Revenue Bonds and Notes - The City has cornplied with the revenue bond and note 
resolutions. 



City of Hampton 
Hampton, Iowa 

Schedule of Findings (Continued) 

Year Ended June 30,2011 

Other Findings Related to Required Statutorv Reporting: (Continued) 

10. Separately Mailltailled Accounts - Tlie Police Department maintains the DARE 
account within the departnlent. The receipts & disbursements of the accounts were 
not reflected in the City's accounting systein and were not included in the City's 
annual budget, claiins process or financial report. 

Recomnzendation - In accordance with the Code of Iowa, a Special Revenue fund 
should be established for tliis account, all collectioils should be remitted to the City 
and all disbursements should be approved by the City Council iuld be reflected in the 
City's accounting system, ann~~al  budget aid financial report, claiins should be 
approved by Council. 

Response -We will consider establishing a DARE fund. 

Conclusion - Response acknowledged. 

11. Financial Position - We noted that the Special Revenue Funds: Ecoiiomic 
Development and Capital Projects Funds: Hwy 65 Project, Waste Water Treatment 
Plant Project and Progress Park Project had deficit fund balances of $9,742; $54,343; 
$64,741 and $17,838 respectively at June 30,201 1. 

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

Response - The Economic Developlnent deficit was due to grant disbursements being 
made before the reimnburse~~lent was received by the City. The deficit will be 
eliminated upon receipt of the grant. The Capital Projects - Hwy 65 deficit is due to 
construction costs incurred prior to the receipt of state grants and the final deficit will 
be eliiniiiated througl~ a transfer from General Fund when the project is complete. 
The Capital Projects - Waste Water Treatnient Plant and Progress Park Funds are in 
the planning and design states. The deficits will be eliminated through future debt 
issuances and with a transfer from the General Fund. 

Conclusio7z -Response accepted, 



NEWS RELEASE 

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

The City's receipts totaled $7,571,452 for the year ended June 30, 2011, a 1% increase froin the 
prior year. The receipts included $1,423,117 in property tax, $1,592,131 from charges for 
service, $51 1,963 froin operating grants, contributions and restricted interest, $21 7,590 from 
capital grants, coiltributions and restricted interest, $328,276 froin local option sales tax, $62,018 
from unrestricted iilvestilleilt earnings, $2,459,329 froin bond proceeds and $465,451 horn other 
general receipts. 

Disbursements for the year totaled $9,621,857 a 71% increase from the prior year, and included 
$5,697,915 for Capital Projects, $949,883 for Public Safety, and $703,886 for Culture and 
Recreation. Also, disbursements for business type activities totaled $914,368. 

The significai~t increase in disburseinents respectively is due primarily to an increase in 
disbursements for Capital Projects with the Aquatic Center Project and the Hwy 65 Project. 

A copy of the audit report is available for review in the City Clerk's Office, in the Office of 
Auditor of State and on the Auditor of State's website at 
l~tt~:i/auditor.iowa.~ovire~ortsiindex.h~nl. 


