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McGladrey & Pullen, LLP
Certified Public Accountants

IIMcGladrey

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 Davenport, Iowa
Davenport, Iowa

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Davenport, Iowa as of and for the
year ended June 30, 2011, which collectively comprise the City of Davenport, Iowa's basic financial
statements and have issued our report thereon dated December 12, 2011. 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

Management of the City of Davenport is responsible for establishing and maintaining effective internal
control over financial reporting. In planning and performing our audit, we considered the City of
Davenport, Iowa'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 an opinion on the effectiveness of the City of Davenport, Iowa's internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the City of Davenport, Iowa's
internal control over financial reporting.

A deficiency in internal controls exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination
of deficiencies in internal control, such that there is a reasonable possibility that a material misstatement
of the City's financial statements will not be prevented or detected and corrected on a timely basis.

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph and was not designed to identify all deficiencies in the internal control over financial
reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not identify
any deficiencies in internal control over financial reporting that we consider to be material weaknesses, as
defined above.

McGladrey is the brand under which RSM McGladrey, Inc. and McGladrey & Pulien, LLP serve c1ients'business needs.
The two firms operate as separate legal entities in an alternative practice structure.

Member of RSM International network, a network of
independent accounting, tax and consulting firms.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Davenport, Iowa'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 an immaterial
instance of noncompliance that is described in Part IV of the accompanying schedule of findings and
questioned costs.

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 basic 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 Davenport, Iowa's response to the finding identified in our audit is described in the
accompanying schedule of findings and questioned costs. We did not audit the City's response and,
accordingly, we express no opinion on it.

We noted certain matters that we reported to management of the City of Davenport, Iowa in a separate
letter dated December 12, 2011.

This report is intended solely for the information and use of the Mayor and Members of the City Council,
management, others within the City, federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than those specified parties.

Davenport, Iowa
December 12, 2011
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McGladrey & Pullen, LLP
Certified Public Accountants

IIMcGladrey
Independent Auditor's Report on Compliance With Requirements

That Could Have a Direct and Material Effect on
Each Major Program and on Internal Control Over

Compliance in Accordance With OMS Circular A-133

To the Honorable Mayor and
Members of the City Council
City of Davenport, Iowa
Davenport, Iowa

Compliance

We have audited the City of Davenport, Iowa's compliance with the types of compliance requirements
described in the OMS Circular A-133, Compliance Supplement, that could have a direct and material
effect on each of its major federal programs for the year ended June 30, 2011. The City of Davenport,
Iowa's major federal programs are identified in the summary of auditor's results section of the
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the responsibility of
the City of Davenport, Iowa's management. Our responsibility is to express an opinion on the City of
Davenport, Iowa's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMS Circular A-133, Audits of
States, Local Governments and Nonprofit Organizations. Those standards and OMS Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the
City of Davenport, Iowa's compliance with those requirements and performing such other procedures as
we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for
our opinion. Our audit does not provide a legal determination on the City of Davenport, Iowa's compliance
with those requirements.

In our opinion, the City of Davenport, Iowa complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2011. However, the results of our auditing procedures disclosed an
instance of noncompliance with those requirements, which is required to be reported in accordance with
OMS Circular A-133 and which is described in the accompanying Schedule of Findings and Questioned
Costs as item 11-1I1-A.

Internal Control Over Compliance

Management of the City of Davenport, Iowa is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered the City of Davenport, Iowa's
internal control over compliance with requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the purpose of expressing our opinion
on compliance and to test and report on internal control over compliance in accordance with OMS
Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of the City of
Davenport, Iowa's internal control over compliance.
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A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect and correct noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies in internal control over compliance, such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies or material weaknesses. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses, as
defined above.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund and the aggregate remaining fund information of the City of Davenport, Iowa as of and for the
year ended June 30, 2011, and have issued our report thereon dated December 12, 2011. Our audit was
performed for the purpose of forming our opinions on the financial statements that collectively comprise
the City's basic financial statements. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Government and Nonprofit Organizations, and is not a required
part of the basic financial statements. Such information has been subjected to the auditing procedures
applied in the 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.

The City of Davenport, Iowa's response to the finding identified in our audit is described in the
accompanying Schedule of Findings and Questioned Costs. We did not audit the City's response and,
accordingly, we express no opinion on it.

This report is intended solely for the information and use of the Mayor and Members of the City Council,
management, others within the City, federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than those specified parties.

Davenport, Iowa
December 12, 2011
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City of Davenport, Iowa

Schedule of Expenditures of Federal Awards
Year Ended June 30, 2011

Federal Grantor's

Federal Grantor/ CFDA Identifying Federal

Pass-Through Grantor/Program Title Number Number Expenditures

Direct:

U.S. Department of Housing and Urban Development (HUD)

N/C SIR Section 8 Programs 14.182 KC76237 $ 374,569

Community Development Block Grants/Entitlement Grants 14.218 B 10 MC 190002 2,201,574

HERA - Neighborhood Stabilization Program 14.228 N/A 555,264

HOME Investment Partnerships Program 14.239 M 10 MC 190200 1,000,337

ARRACDBG-R 14.253 B09 MY 190002 315,565

Jump Start HUD Program 14.256 N/A 247,953

ARRA Homeless Prevention & Rapid Rehousing 14.257 S09 MY 190003 387,499

Fair Housing Assistance Program 14.401 FF 207 KO 77015 49,688

Public and Indian Housing 14.850 KC 914 8 60,216

Section 8 Housing Choice Vouchers 14.871 KC 902 7V 3,071,002

Public Housing - Capital Fund Program 14.872 KC 914 8 195,781

ARRA - Capital Funds 14.885 IA 0550 4550 109 75,889

Lead Based Paint Grant 14.900 IA LHB 0349 07 949,193

9,484,530

Equal Employment Opportunity Commission

Employment Discrimination Title VII of the City Rights Act of 1964 30.001 EE CCN 1001 14 55,000

U.S. Department of Transportation

Taxiway Reconstruction/Hanger 20.205 319002415 820,530

Davenport Municipal Airport 20.205 319002414 45,572

Pier & Bank Stabilization 20.208 STPU 1827 (655) 8R 82 276,004

Fairmont Bridge Replacement 20.205 BRM 1827(640) 8N 82 198,017

67th Street Paving Project 20.205 STP U 1827(663)7082 179,775

65th and Brady Signal 20.205 N/A 530,000

2nd and Warren Signal 20.205 N/A 84,822

Kimberly and Marquette 20.205 STP U 1827(637) 7082 7,683

49th Street Paving 20.205 STP U 1827(632) 7083 12,614

Rail for Eastern Iowa 20.205 FE06 (01) 49 82 576,483

Federal Transit - Formula Grants 20.507 IA 90 X 36200 299,323

Federal Transit - Formula Grants 20.507 IA 90 X 350 00 325,685

3,356,508

U.S. Environmental Protection Agency

Surveys, Studies, Investigations and Special Purpose Grants 66.606 XP 98 7584 01 1,202,960

U.S. Department of Energy

ARRA - Energy & Efficiency Block Grant 81.128 SC 000 3271 375,150

ARRA Energy & Renewable Energy 81.122 OEOOO0416 13,204

388,354

U.S. Department of Homeland Security

Assistance to Firefighters 97.044 EMW 2009 FO 02503 47,179

Assistance to Firefighters 97.044 EMW 2010 FO 04002 127,600

Port Security Rescue Boat 97.056 2010 PU TO 0059 178,899

Hazmat Training 97.067 N/A 43,319

396,997

(Continued)
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City of Davenport, Iowa

Schedule of Expenditures of Federal Awards (Continued)
Year Ended June 30, 2011

Federal Grantorl

Pass-Through Grantor/Program Title

Iowa Department of Homeland Security

Hazard Mitigation Grant Program

U.S. Department of Justice

Weed & Seed

Bulletproof Vest Partnership

Community Oriented Policing Services

Community Oriented Policing Services

ARRA - Cops Hiring

Organized Crime Drug Enforcement Task Force

National Recreational and Park Association

Parks Take Me Fishing

Department of Interior National Park Service

CPEDMAPS

Total Direct

Indirect:

U.S. Department of Justice

Passed through Governor's Office of Drug Control Policy:

Alcohol, Tobacco and Firearms Training Assistance

Enforcing Underage Drinking Laws (EUDL)

ARRA Governor's Office of Drug Control Policy

ARRA Byrne JAG Law Enforcement

Drug Enforcement

HIDTA

U.S. Department of Transportation

Passed through Iowa Department of Transportation:

ARRA - Full Depth Patching

ARRA - Frong Portch Parkway

U.S. Department of Transportation

National Highway Traffic Safety Administration

Passed through Governor's Traffic Safety Bureau:

State and Community Highway Safety

U.S. Department of Natural Resources

Passed through Iowa Department of Natural Resources:

ARRA Reduce Iowa Dieseal Exhuast (RIDE I)

ARRA Reduce Iowa Dieseal Exhuast (RIDE II)

Total Indirect

Total

See Notes to the Schedule of Expenditures of Federal Awards.
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Federal Grantor's

CFDA Identifying Federal

Number Number Expenditures

97.039 DR-1763 0028 01 218,797

16.595 2009 WS QX0109 175,668

16.607 UG 06 2XG 3,512

16.710 2005 IN WX 0025 207,617

16.710 2007 CK WX 0031 481,031

16.710 2009 RK WX 0305 385,555

N/A N/A 8,788

1,262,171

15.653 N/A 5,000

15.406 N/A 9,360

16,379,677

16.012

16.727

16.803

16.804

N/A

N/A

N/A

JUV 07 JD07 F08

09 JAG ARRA 265

2009 SB B9 05 49

N/A

09 G09 MW 000 9A

1,997

17,032

79,999

300,000

2,144

5,137

406,309

20.205

20.205

ESL 1827 (660) 7S 82

ESL 1827 (662) 7S 82

238,516

192,327

430,843

20.600 PAP 11-04 Task 10 13,648

66.039

66.039

ESD 7270 CLAIMS 100144

ESD 7270 CLAIMS 110148

98,036

125,000

223,036

1,073,836

$ 17,453,513



City of Davenport, Iowa

Notes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2011

Note 1. Basis of Presentation

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the
City of Davenport, Iowa for the year ended June 30, 2011. All federal financial assistance received
directly from federal agencies as well as federal financial assistance passed through other government
agencies expended during the year is included in the schedule. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments and Nonprofit Organizations. Therefore, some amounts presented in this schedule may
differ from amounts presented in, or used in the preparation of, the basic financial statements.

Note 2. Significant Accounting Policies

Revenue from federal awards is recognized when the City has done everything necessary to establish its
right to revenue under the modified accrual basis for governmental funds and accrual basis for proprietary
funds. Expenditures of federal awards are recognized in the accounting period when the liability is
incurred and approved for reimbursement.

Note 3. Subrecipients

Of the federal expenditures presented in the schedule, the City of Davenport, Iowa provided federal
awards to subrecipients as follows:

Program Title

Federal CFDA

Number

Amount

Provided to

Subrecipients

Community Development Block Grants/Entitlement Grants

Office of Community Oriented Policing Services

14.218

16.710

$ 775,731

414,303
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City of Davenport, Iowa

Summary Schedule of Prior Audit Findings
Year Ended June 30, 2011

Comment
Number Comment Status

Corrective Action or
Other Explanation

Compliance Over Federal Awards:

1O-III-A The City did not verify that a vendor

of a procurement contract was

neither suspended nor debarred
from receiving federal funds by the
federal government.

Corrected

Statutory Reporting:

10-IV-A The culture and recreation function
exceeded budgeted expenditures.

Corrected

10-IV-C The City did not have the mileage
rate approved by the City Council.

Corrected

10-IV-1 The City did not file the "Unclaimed

Property" report until 18 days after

the report became due.

Uncorrected See current year finding and

corrective action plan at
11-IV-1.
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City of Davenport, Iowa

Schedule of Findings and Questioned Costs
Year Ended June 30, 2011

I. Summary of the Independent Auditor's Results

Financial Statements

Type of auditor's report issued: Unqualified

Internal control over financial reporting:

Material weakness(es) identified?

Significant deficiencies identified?

Noncompliance material to financial statements noted?

Federal Awards

Internal control over major programs:

Material weakness(es) identified?

• Significant deficiencies?

Type of auditor's report issued on compliance for major programs: Unqualified

Any audit findings disclosed that are required to be reported in accordance with

Section 51O(a) of Circular A-133?

Identification of major programs:

CFDA Number Name of Federal Program or Cluster

16.710

16.710

14.239

14.871

66.606

66.039

81.128

JAG Program Cluster

16.803

16.804

ARRA - Cops Hiring

Community Oriented Policing Services

HOME Investment Partnerships Program

Section 8 Housing Choice Vouchers

Surveys, Studies, Investigations, and Special Purpose Grants

ARRA - Reduce Iowa Dieseal Exhaust (RIDE I & RIDE II) Grants

ARRA Energy & Efficiency Block Grant

ARRA Governor's Office of Drug Control Policy

ARRA Byrne JAG Law Enforcement

Dollar threshold used to distinguish between type A and type B programs: $523,605

Auditee qualified as low-risk auditee?

(Continued)
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City of Davenport, Iowa

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2011

II. Findings Related to the Basic Financial Statements

A. Internal Control

None reported.

B. Compliance

None reported.

III. Findings and Questioned Costs for Federal Awards

A. Internal Control for Federal Awards

None reported

B. Compliance

11-III-A

U.S. Environmental Protection Agency
Survey's Studies, Investigations and Special Purpose Grants
(CFDA 66.606) (Direct)
Federal Award Year 2011

Finding: The City did not file the quarterly MBEIWBE Utilization Under Federal Grants,
Cooperative Agreements and Interagency Agreements reports on a timely basis with the
EPA.

Criteria: The EPA required the quarterly MBEIWBE reports to be submitted within 30 days
of the end of the quarter.

Condition: The quarterly MBEIWBE reports were not filed on a timely basis with the EPA.

Questioned costs: None

Context: Four of the five reports tested for the Surveys, Studies, Investigations, and Special
Purpose Grants were not filed timely.

Effect: Noncompliance with federal grant compliance requirements.

Cause: The grant coordinator for the program did not submit the quarterly reports within the
required timeframe.

Recommendation: We recommend the City submit all required reports timely.

Response and corrective action plan: The Senior Accountant-Grants and Projects in
Finance will work with the grant coordinator of the program to meet the quarterly reporting
deadlines.

(Continued)
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City of Davenport, Iowa

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2011

IV. Other Findings Related to Required Statutory Reporting

11-IV-A

Certified budget: Expenditures/expenses during the year ended June 30, 2011 did not exceed
amount budgeted prior to budget being amended or at year-end.

11-IV-8

Questionable expenditures: We noted no expenditures for parties, banquets or other
entertainment for employees that we believe may constitute an unlawful expenditure from public
funds as this is defined in the Attorney General's opinion dated April 25, 1979.

11-IV-C

Travel expense: No expenditures of City money for travel expenses of spouses of City officials or
employees were noted.

11-IV-D

Business transactions: Business transactions between the City and City officials or employees
are detailed as follows:

Name, Title and Business Connection Transaction Description Amount

Services $ 800.00

Services $ 7,225.00

Services $ 73,936.00

Services $ 14,637.00

Services $ 3,054.00

Services $ 60,705.00

Services $ 47,988.00

Services $ 133,054.00

Services $ 18,596.00

Services $ 2,889.00

Services $ 1,335.00

Services $ 8,400.00

Paul Hartman, Fire Employee, Self Employed
Photographer

Brian Klinkenberg, Fire Employee, Owner of
Computer Services for IT

Karl Leslein, Fire Employee, Independent
Contractor for Alex Air Apparatus

Ellen Kloppenborg, Library Employee, Father
Owns Kloppenborg Foundry & Fan Co

Daniel Sheridan, Parks Employee, Wife Owns
Jessican Sheridan

Richard Davison, Board, Owner of Lane &
Waterman

Ian Frink, Park Board, Minority Owner of
Crawford Company.

John Gere, Planning & Zoning Committee, part
Owner of SGGM Architects

Willie Henderson, Affirmative Act, Son part
Owner of Little Construction

Richard Schaefer, Building Code Board,
Independent Contractor for Ruhl & Ruhl Commercial

Robert Shaw, Electric Code Board, Shareholder in
Shaw Electric

Judy Schawver, Civl Rights Committee, Owner of
Management Resource Group LTD

(Continued)
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City of Davenport, Iowa

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2011

11-IV-E

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 the
coverage is adequate for current operations.

11-IV-F

Council minutes: No transactions were found that we believe should have been approved in the
Council minutes but were not.

11-IV-G

Deposits and investments: No instances of noncompliance with the deposit and investment
provisions of Chapters 12B and 12C of the Code of Iowa and the City's investment policy were
noted.

11-IV-H

Revenue bonds: The City has established the sinking and reserve accounts required by the
revenue bonds.

11-IV-1

Unclaimed property: Iowa Code Chapter 556.11 requires that before November 1 after the end of
each fiscal year the City shall prepare and file with the State Treasurer of Iowa an account of
monies that have become unclaimed during the preceding fiscal year. It was noted the filing of the
fiscal year ending June 30, 2010 "Unclaimed Property" Report was filed in December 2010.

Recommendation: We recommend timely filing of all reports to ensure compliance with state laws
and regulations.

Response and corrective action plan: The City will continue to strive to timely file all reports in
accordance with state laws and regulations.
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City of Davenport, Iowa

Corrective Action Plan
Year Ended June 30, 2011

Comment
Number Comment Corrective Action Plan Contact Person

Anticipated
Date of

Completion

11-III-A

Compliance Over Federal Awards:

The City did not submit quarterly
reports by the required deadline.

11-IV-1

Statutory Reporting:

The City did not file the "Unclaimed
Property" report before November 1

for the fiscal year ending
June 30,2010.

See corrective action plan
at 11-IIl-A.

See corrective action plan
at 11-IV-1.
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Linda Folland
Assistant
Finance Director

Linda Folland
Assistant
Finance Director

June 30,2012

June 30,2012




