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independent Auditor's Report

To the Mayor and City Council
City of Long Grove, lowa
Long Grove, lowa

I have audited the accompanying financial statements of the governmental activities, the business-type
activities and each major fund.of the City of Long Grove, Iowa, as of and for the year ended June 30,-2011;
which collectively comprise the City’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the City’s management. My responsibility is to express
opinions on these financial statements based on my audit. I did not audit the fiscal year June 30, 2005 to
2007 schedule of receipts and disbursements by function (page 27), of which fiscal year June 30, 2006 was
audited by other auditors whose report thereon has been furnished to me, and my opinion, insofar as it
relates to the fiscal year June 30, 2006 schedule of receipts and disbursements by function is based on the
report of other auditors.

I conducted my audit in accordance with auditing standards: generally accepted in the United States of
America and the ‘standards applicable to financial audits-contained in Government Auditing Standards,
issued by the Comptroller General of the United States:” Those standards require that I plan and perform the
audit to oblain 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. I believe that my audit and the report of other auditors provide a reasonable basis for my
opinions:

" As described in Note 1, the City of Long Grove prepares its financial statements on the basis of cash
receipts and disbursements, whlch isa comprehenswe ‘basis of accounting other than United States generally
accepted accountmg principles.

" In my opinion, based on my audit and the report of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position — cash basis of the
governmental activities, the business-type activities and each major fund of the City of Long Grove, lowa, as
of June 30, 2011, and the respective changes in financial position — cash basis, where applicable thereof for
the year then ended in conformity with the basis of accounting described in Note 1.

: Accounting principles generally ﬁccepted in the United States require that the management’s
discussion and analysis on pages 4 to 8 and the budgetary comparison schedule of receipts, disbursements

and changes in fund balances on page 24 be presented to supplement the basic financial statements. Such
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information, although not a part of the basic. financial statements is required by the Government Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic or historical context. I have applied certain
- limited procedures to the required supplementary information, in accordance with U.S generally accepted
auditing standards which consist. of inquiries of management regarding the methods of preparing the
information and-comparing the information for consistency with management’s responses to my . inquiries,
the basic financial statements and other knowledge. obtained during my audit of the basic financial
. statements. I do not express an opinion or provide any assurance on the information because the limited -
. procedures do not provide me with sufficient evidence to express an opinion or provide any assurance.

" In accordance with Government Auditing Standards, 1 have also issued my report, dated February 6,
2012, on'my consideration of the City of Long Grove’s internal control over financial reporting and my test
of its compliance with certain provisions of laws, regulations, contracts and grants. The purpose of that
report is fo describe the scope of testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report, located on pages 28-29 of this.report, is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in
considering the results of my audit.

My audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Long Grove’s basic financial statements as a whole. I previously audited,
in accordance with-the standards referred to in the second paragraph of this report, the financial statements
‘'of the City of Long Grove for the three years ended June 30, 2008, 2009 & 2010 {which dre not presented.

- ~herein) and expressed unqualified opinions on those financial statements which were prepared in conformity
‘with an other comprehensive basis of accounting. The other supplementary information and combining and

. individual fund financial statements listed in the table of contents are presented for purposes of additional
-analysis, and are not a required part of the financial statements. The combining and individual fund
financial statements on pages 32 to 46 for are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the financial statements. This

. information has been subjected to the auditing procédures applied in my audit of the basic financial
statements and certain additional procedures in dccordance with U.S. generally accepted auditing standards.
In my opinion; based on my audit, the infﬁination is fairly stated in all material respects in relation to the .
financial statements taken as a whole on the basis of accounting described in Note 1.

Davenport, Jowa

February 6, 2012




: CITY OF LONG GROVE, IOWA
MANAGEMENT’S DISCUSSION AND ANALYSIS
FISCAL YEAR 2011

The City of Long Grove provides this Managetﬁent_’sDisbussion and Analysis of its financial statements.
This narrative overview and analysis of the financial activities is for the fiscal year ending June 30, 2011,

- We encourage readers to consider this information in'conjunction with the City’s ﬁnan(:lal staternents

which follow

2011 FINANCIAL HIGHLIGHTS

»  Receipts of the City’s governmental activities increased approximately $44,000 from fiscal 2010 to
fiscal 2011. Property tax receipts increased approximately $14,420.

» Disbursements of the City’s governmental activities increased approximately $78, 000 in fiscal year
2011 from fiscal year 2010 due to purchase of'a new squad car and equipment, rise in cost of -
purchased electricity and fuel costs.

- The City’s total cash basis net assets increased approximately $85,000 from fiscal 2010 to fiscal 2011,

- Of this amount, the assets of the governmental activities increased approximately $26,000 and the
assets of the business type activities increased by approximately $59,000.

-USING THIS ANNUAL REPORT

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

Management’s Discussion and Analysis introduces the basm financial statements and prov1des an.
analytical overview of the city’s ﬁnanc:lal activities.’ : ‘

 The Govern‘ment-wxde Financial Statement consists of a Statement of Activities and Net Assets. This
- statement-provides information about the activities of the City as a whole and presents an overall view of

the City’s finances,

;The Fund Statements tell how governmeht 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 details than
the government-wide statement by providing information about the most significant funds.

- Notes to Financial Statements provide additional information essential to a full understanding of the data

provided in the basic financial statements.

- Required Supplementary Information further explains and supports the ﬁnancml statements with a

comparison of the city’s budget for the year.

Other Supplementary Information provides detailed. mformatlon on the indebtedness of the Cxty as of
year end and its obhgatlons into the futyre and functional receipts and disbursements for the last six years.




MANAGEMENT’S DISCUSSION AND ANALYSIS

BASICS OF ACCOUNTING

The City maintains its financial records on the basis of cash receipts and disbursements and the financial
statements of the City are prepared on that basis. The cash basis of accounting does not give effect to

--accounts receivable, accounts payable and accrued items. Accordingly, the financial statements do no’
present financial position and results of operations of the funds in accordance with U.S. generally accepted ,

accounting principles. Therefore, when reviewing financial informationr and discussion within this annual

- report, the reader should keep in mind the hmltatlons resulting from the use of the cash basis of

accounting.

REPORTING THE CITY’S FINANCIAL ACTIVITIES

Government-wide Financial Sfater}zent

One of the most important questions asked about the City’s finances is “Is the City as a whole better 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 and
decreased in the City’s net assets may serve as a useful indicator of whether the financial posmon of the

~ city is improving or deteriorating.

The Stat_ement of Activities and Net Assets is divided into two kinds of activities:

» - Governmental Activities include public safety, public works, culture and recreation, community and
- economic development, general government, and capital projects. Property tax and Local Option
Sales Tax Funds finance nearly all of the activities not related to.the utilities.
o Business Type Activities mclude water, sewer and electric systems. These activities are ﬁnanced by
user charges.

Fund Financial Statements
The City has two kinds of funds:

Governmental funds account for most of the City’s basic services. These focus on how money flows into
and out of those funds, and balances at year-end that-are available for spending. The governmental funds
include: 1) General Fund, 2} Special Revenue Funds, such as Road Use Tax, and Local Optien Sales Tax
and -3) Debt Service fund. The governmental fund financial statements provide a detailed, short-term
view of the City’s General Government operations and the basic services it provides. Governmental fund
information helps determine whether there are more of fewer financial resources that can be spent in the
near future to finance the City’s programs. '

. The requlred financial statement for govemmental funds 1s a-statement of cash receipts, dlsbursements and
changes in cash balances.




MANAGEMENT’S DISCUSSION AND ANALYSIS

Fund Financial Statements (continued)

Proprietary funds account for the City’s Enterprise Funds. Enterprise Funds are used to report business
type activities. The City maintains three Propnetary Funds to provide separate mfonnauon for the water,

- sewer and electric funds, con31dered to be major funds of the City.-

The requlred financial statement for proprietary funds is a statement of cash receipts, dlsbursements and
changes in cash balances. - :

Reconciliations between the government-wide statement and the fund ﬁnam:lal statements follow the fund
financial statements. .

' GOVERNMENT-WIDE FINANCIAL ANALYSIS

 Net Assets may serve over time as a useful indicator of ﬁnan01a1 posmon The City’s balance for
- . governmental activities increased from. a year ago to $476;373 to $502,479. The analysis that follows

focuses on the changes in cash balance for govemmental activities.

CHANGES IN CASH BASIS NET ASSETS
OF GOVERNMENTAL ACTIVITIES --

Year ended June 30

_ 2011 2010
- Receipts: :
Program receipts:
Charges for service _ . - 8 15,557 § 12,916
Capital Grants and restricted interest - 1,000
General receipts:
Property tax - ' 286,268 276,636
Local option sales tax _ . 77,435 72,774
Intergovernmental T _ . 63,118 55,379
Unrestricted interest on investments oL ' 5,645 7,509
- Miscellaneous , P ' 2,476 3,036

 Total receipts ' : I 450,499 429,250




MANAGEMENT’S DISCUSSION AND ANALYSIS

GOVERNMENT WIDE FINANCTAL ANANLYSIS (CONTINUED):

CHANGES IN CASH BASIS NET ASSETS
OF GOVERNMENTAL ACTIVITIES

Year ended June 30

2011 2010
Disbursements: ‘ ,
Public safety ‘ - S $ 66,136 § 25,087
Public works - - o 149,725 134,211
Culture and recreation S ' a 46,504 32,859
Community and economic development 2,368 2,375
General government ' S : ; 53,996 45,656
Debt service , , B 75,664 75.980
Total disbursements e 394,393 316,169
Change in cash basis net assets before interfund borrowing / transfers 56,106 113,081
Interfund borrowing o P e e - S ee e (53,926)
Interfund transfers (out) ' ' (30,000) ' .-
‘Change- in cash basis net assets = T 26,106 59,154
Cash basis net assets, beginning of year S 476,373 417,219~
Cash basis net assets, end of year o . : $ 502479 $ 476,373

The City’s local receipts for governmental activities increased by $21,249 or 3.48%. The total cost of all
programs and services increased by approximately $78,224 due to the purchase of a new police squad and
equipment, rise in cost of electric and fuel costs this year.

Property tax receipts increased by $9,632 from 2010 to 2011, due to increase in property valuations.

The cost of all governmental activities this year was approximately $394,000 compared to $316,000 last
year. =




- MANAGEMENT’S DISCUSSION AND ANALYSIS

GOVERNMENT WIDE FINANCIAL ANALYSIS (CONTINUED):

CHANGES IN CASH BASIS NET ASSETS
OF BUSINESS TYPE ACTIVITIES

Year ended June 30
2011 2010
Receipts: :
Program receipts:
Charges for service : : o
Water ' . o $ 97,485 § 103,436
Sewer ‘ ' 179,376 181,882
Electric - 329,348 328,510
General receipts:
Unrestricted interest on investments 12,160 11,845
Bond proceeds e 5,000
Other general receipts 23,844 7,941
Total receipts 642,213 638,614
Disbursements: :
Water 103,180 84,399
Sewer _ 102,640 164,678
Electric - 331,967 318,831
Debt service - 75,663 76,130
Total disbursements - 613,450 - 644,038 .
Change in cash basis net assets before interfund borrowing / transfers 28,763 (5,424)
Interfund borrowing --- 53,926
Interfund transfers in 30,000 ---
Change in cash basis net assets 58,763, 48,502
Cash basis net assets, beginning of year 1,007,806 959,304
Cash basis net assets, end of year | o L $ 1,066,569

$ 1,007,806

Total bugsiness type activities disbursements for the fiscal year were $613,450 compared to $644,038 last
year. Sewer disbursements declined due to completion of the wastewater treatment facility during 2010.

-8-




MANAGEMENT’S DISCUSSION AND ANALYSIS

INDIVIDUAL MAJOR GOVERNMENT FUND ANALYSIS

As the City of Long Grove Completed the year, the government'al funds reported a combined fund balance
of $ 502,479, an increase of $ 26,106 from last year’s total of $ 476.373. The followmg are major reasons
for the changes in fund balances of the major funds from the prior year.

o The General Fund cash balance increased by $18,828 from the prior year to $64,830, mamly due to
reductions in interfund borrowings and transfers from the general fund.

» ° The Road Use Tax Fund cash balance decreased $14,000 during the fiscal year to $65,137. This was
due to increased road/street repair and fuel costs.

e The Local Option Sales Tax Fund increased by $52,839 to $318,988 during the fiscal year. This was
attributable to the decreased expenditures and capital projects carried into the fiscal year 2012.

e . The Debt Service Fund cash balance decreased by $31;489 due to interfund transfers of $1,000 to the

General Fund and $30,000 to the Sewer Fund to repay interfund loans.

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

o  The Water Fund cash balance increased by $6,285 to $387,515, due primarily to increase usage and
lower expenditures than budgeted,

e - The Sewer Fund cash balance increased by $48 043 to $220 337, due primarily to interfund transfers

from the Debt Service Fund.
e The Electric Fund cash balance increased by $4, 435 to $458,717, due pnmarlly to decreased
'expendltures

BUDGETARY HIGHLIGHTS

The City’ receipts were $16,363 less than budgeted, mainly due to decrease in Road Use Tax revenue.and
decreased expenditures

The City’s disbursements were under budget by $291,530 due to incomplete capital improvements for
fiscal year 2011, which were carried over to fiscal year 2012,

DEBT ADMINISTRATION

As of June 30, 2011 the City has a State Revolving Loan in the amount of $1,924,000, compared to
$2,010,000 last year. Fifty percent of the loan is General Obligation Bonds and fifty percent is Revenue

Bonds.

The Constitution of the State of lowa limits the amount of General obhgatlon 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 Qb__h ga‘_non debt of § 962,000 is b_elow _1ts constltutional debt limit of approximately $1.3-million.




MANAGEMENT’S DISCUSSION AND ANALYSIS

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

- The City of Long Grove elected and appointed officials and citizens considered many factors when setting
. the-fiscal year 2012 budget, tax rates, and fees charged for various City activities. These factors included
. projected needs for services, anticipated costs of supporting the City and projected receipts.

These indicators were taken into account when adopting the budget for fiscal year 2012. A known
_disbursement at the time of 2012 budget preparation will be the shared cost of a recreational path between
Long Grove and Eldridge. The cost of this project is beirig shared between the two cities, Scott County

-and the State of lowa, Department of Transportation. The State DOT has awarded the grant for the
project. The City has added major new program funds for completion of this project expected in the fiscal
year 2012 : :

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 any questions about this report or need additional financial information contact Jackie Wilcox, City
Clerk, 104 S. First Street, Long Grove, Iowa 52756, Phone 563-285-4904.

-10-
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CITY OF LONG GROVE, IOWA

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS
AND CHANGES IN CASH BALANCES

GOVERNMENTAL FUNDS
As of and for the Year Ended June 30, 2011
_ " Special Revenue Total
General Road Use Local Option Debt Governmental
_ A Fund “Tax Sales Tax Service Funds
Receipts: ) ' '
Property taxes $ 211,093 $ == 8 ---  $ 75,175 § = 286,268
Other city tax : 2,476 - 77435 --- 799171
Licenses and permits 5,225 --- - - 5,225
Use of money and property 2,967 1,132 1,546 - 5,045
Intergovernmentat - 63,118 - --- 63,118 -
Charges for service - ' 10,272 R --- --- 10,272
Miscellaneous -60. ——- --- - 60
Total receipts 232,003 64,250 8981 _ 15,4757 450499
Disbursements: ' |
Operating: ‘ _
Public safety 66,136 - --- --- 66136
Public works . ; 45,261 78,322 26,142 - - 149,725
Culture and recreation _ 46,504 ' --- --- --- 46,504
"~ Community and economic development 2,368 e --- --- 2,368
General government 53,996 Coee- --- --- 53,996
Debt service v . —_— T aaa --- 75,664 . 15,664
Total disburse_ment; o 214,265 _ 78,322 26,1427 75,6064 394,39%
Excess (deficiency) of receipts
. ‘over disbursements ‘ 17,828 - {14,072) 52,839~ - (489) - 56,106
Other financing sources (uses) _ .
Transfers in (out) - 1,000 L m-- --- (3 1,000) {30,000)
Net changes in cash balances 18,828 - (14,072) 52,839 (31,489) ' 26,106
Cash balances, begim;ing of year . 46,002 - 79,209 318,988 32,174 476,373
Cash balances, end _‘of year 5 64,830 3 65137 § 371,827 § 685 8§ 502479
Cash basis fund balances
Reserved for debt service $ --- 8 --—- % --- 5 685 % .G85 .
Unreserved: '
General fund 64,830 Tea- —_— --- 64,830
Special revenue funds _ - _O5:137 - 371,827 --- 436,964
Total cash basis fund balances $ 64830 % 65,1378 371,827 % 685 $ 502479

‘See accompanying notes to the basic financial statements.
~ o-12-




CITY OF LONG GROVE, IOWA

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS
AND CHANGES IN CASH BALANCES
PROPRIETARY FUNDS

As of and for the Year Ended June 30, 2011

Water Sewer Electric Totals
Operating receipts |
Charges for service $ 97,485 ~§ 179376  § 329,348 § 606,209
Miscellaneous 7,935 - - 14,385 1,524 23,844
Total operating receipts 105,420 193,761 330,872 630,053
Operating disbursements
Business type activities 7 103,180 ,..102,640 331,967 U S3778T
Excess of operating receipts ' - :
7 over operating disbursements 2,240 .~ 91,121 {1,095) - _92.266
Non-operating receipts (disbursements)
Interest on investments _ ' 4045 2,585 . 5,530 12,160
Transfers in - 30,000 .- /30,000~
Debt service paid - - (75,663) --- (75,663)
Net non-operating receipts
(disbursements) ‘ 4,045 - (43,078) 5,530 (33,503)
- Net change in cash balances _ 6,285 - 48,043 4,435 58,763
~ Cash bqlancgs, beginningrof year _ 381,230 : 172,294 454,282 1,007,806~
. Cash balances, end of year 8 387515 § - 220337 § 458717 § 1,066,569
Cash basis fund balances _
Unreserved - - $ 387,515 -8 . 220,337~ § 458,717 § 1,066,569

See.accompanying notes to the basic financial statements.
-13-




CITY OF LONG GROVE, IOWA
NOTES TO FINANCIAL STATEMENTS

June 30, 2011

Note I Summary of significant accounting policies

Reporting entity

The City Council of the City of Long Grove (“Council”) is the basic level of government which has
oversight and-control over all activities relating to the City. The Council receives funding from local,
county, and state sources and must comply with the concomitant requirements of these funding source
entities. In evaluating how to define the City for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in the
reporting entity was made by applying the criteria set forth by the Governmental Accounting Standards
Board (GASB). These criteria include appointing a voting majority of the organization’s governing
body and (1) the ability of the City to impose its will on the organization or (2) the potential for the
organization to provide specific benefits or impose specific financial burdens on the City. The Cl‘ty has
no component units which meet the GASB criteria.

Jointly governed organizations

The City participates in several jointly governed organizations that provide goods or services to the-

. citizenry of the City but do not meet the criteria of a joint venture since there is no ongoing financial
interest or responsibility.by the participating governments. City officials are members of the following
boards and commissions; Scott County Assessor’s Conference Board, Scott County Emergency
Management Commission, Scott County Landfill. Commission and Scott County Joint E911 Service
Board.

Fund accounting

The accounts of the City are organized on the basis of funds, each of which is considered a separate
‘accounting entity. The operations of each fund are accounted for with a separate set of self-balancing
accounts that comprise its assets, liabilities, fund balances/net assets, receipts, and disbursements.

Basis of presentation

GOVERNMENT WIDE FINANCIAL STATEMENTS The statement of activities and net assets
reports information on all the activities of the.City. For the most part, the effect of interfund activity has
been removed from this statement. Governmental activities, which are supported by tax and.
infergovernmental revenues, are reported separately from business type activities, which rely to a
significant extent on fees and charges for services.
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NOTES TO FINANCIAL STATEMENTS

- Note 1 Summary of significant accounting policies, continued

Basis of presentation, continued

The statement of activities and net assets presents the City’s net assets. Net assets are reported in two
categories:

Restricted net assels result when constraints placed on net asset use are either externally imposed or
imposed by law through constitutional or enabling legislation,

Unrestricted net assets consist of net assets-not meeting the definition of the preceding category.
Unrestricted net assets often have constraints on resources imposed by management, which can be
removed or modified.

The statement of activities and net assets demonstrates the degree to which the direct dlsbursements ofa
given function are offset by program receipts. Direct disbursements are those clearly identifiable with a
specific function. Program receipts include (1) charges to customers or applicants who purchase, use or
directly benefit from goods, services or privileges provided by a given function and (2) grants,

- contributions and interest on investments restricted to meeting the operational or capital requirements of
a particular function. Property tax and other items not properly included among program receipts are
reported instead as general receipts.

FUND FINANCIAL STATEMENTS Separate financial statements are provided for governmental
- funds and proprietary funds. Major individual governmental and business type funds are reported as
. separate coluinns in the fund ﬁnancw.l statements. ~ All governmental funds are reported as major

governmental funds.

The City reports the following major governmental funds:

General Fund - The General Fund is the general operating fund of the City. All general tax receipts and
other receipts not allocated by law or contractual agreement to some other fund are accounted for in this
fund. From the fund are paid the general operating disbursements, the fixed charges and the capital
improvement costs not paid from other funds.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific receipts
that are legally restricted to disbursements for specified purposes. The City includes the following

special revenue funds, both of which are major:

Road Use Tax accounts for allocatlon of State shared recelpts legally restricted to streets and alley
1mprovements g

. Local Option Sales Tax accounts for the receipts and disbursements of sales taxes imposed via _'
referenduim that is legally restricted via the language within the referendum.
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NOTES TO FINANCIAL STATEMENTS

Note 1 Summary of significant accounting policies, continued

Basis of presentation, continued

Debt Service Fund is used to account for the payment of interest and principal on the City’s general long
term debt,

Proprietary Type Funds

Proprietary funds are used to account for business like activities provided to the general public. These
activitics are financed primarily by user charges. The City 1ncludes the following proprietary funds as
major funds:

Water Fund accounts for the operation and maintenance of the system responsible for the pumping,
treatment and distribution of potable water to the citizens of the City.

Sewer Fund a’ccpunts for the operation and maintenance of the wastewater treatment plant and the
systemn responsible for the collection of wastewater generated by the citizens of the City.

- Electric Fund accounts for the operation and maintenance of the system responsible for the distribution
of electricity to the citizens of the City.

Measurement focus and basis of accounting

- Measurement focus is a term used to describe “how” transactions are recorded within the various
financial statements. Basis of accounting refers to “when” transactions are recorded regardless of the
measurement focus apphed.

‘The City maintains its financial records.on the basis of cash receipts and disbursements and the financial
statements of the City are prepared on that basis. The cash basis of accounting does not give effect to
accounts receivable, accounts payable and accrued items.- Accordingly, the financial statements do not
present financial position and results of operations of the funds in accordance with U.S. generally
accepted accounting principles.
Under the terms of grant agreements, the City funds certain projects by a combination of specific cost
reimbursement grants and general receipts. Thus, when project disbursements are paid, there are both
restricted and unrestricted cash basis net assets available to finance the project. It is the City’s policy to
 first apply cost reimbursement grant proceeds to such projects, followed by general receipts.

Proprietary funds distinguish operating receipts and disbursements from 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 dlsburscments not
meeting this deﬁmtmn are reported as - non- -operating receipts and disbursements.
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NOTES TO FINANCIAL STATEMENTS

Note 1 Summary of significant accounting policies, continued

Cash and cash equivalents

For the purpose of financial reporting, “cash and cash equivalents™ include all demand accounts or
money market savings accounts.

Investments

Investments consist of certificates of deposit and are stated at cost, which approximates market value,

Budegets and budeetary accounting

Budgets for all funds of the City are adopted on the cash basis, which is not consistent with generally
accepted accounting principles (GAAP). Budget comparisons presented in this report are on this non-
GAAP basis. The budgetary comparisons and related disclosures are reported as Required
Supplementary Information. During the year ended June 30, 2011, disbursements exceed the amounts
budgeted in the General, Road Use and Debt Service Funds. '

Capital assets

No capital assets are accounted for or reported as assets due to usc of the cash basis of reporting.

Long term debt

- No long term debt incurred by the-City is accounted for or reportéd as liabilities due to the cash basis of
reporting. :

Interfund activities

In the process of aggregating the financial information for the government-wide statement of activiﬁes,
any amounts reported as interfund aetivity have been eliminated or reclassified.

Fund Financial Statements

Interfund activify, if any, within and among the governmental and business type activity fund categories
is reported 1n the fund financial statemeénts as interfund transfers, which are the flow of assets from one
fund to another where repayment is'hot expected and are reported as transfers in and out or as interfund

borrowings where repayment is expected.
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NOTES TO FINANCIAL STATEMENTS

Note I Summary of significant accounting policies, continued

Stewardship, compliance and accountability

By ifs nature as a local government unit, the City is subject to various federal, state and local laws and
contractual regulations. No instances of noncompliance were noted.

Note 2 Cash and pooled investments

The City maintains a cash pool for all funds. Investment income generally is allocated to the various
funds based upon the funds’ cash and investment balances. At year end the book amounts of the City’s
deposits was $.1,569,048 and the bank balances were $ 1,595,577 This entire amount was covered by
federal depository insurance or by the State Sinking Fund in accordance with Chapter 12C of the Code
of Iowa. This chapter provides for additional assessments against the dep051torles to insure there will be -
no loss of funds. :

The City has adopted GASB No. 40, Deposit and Investment Risk Disclosures, which defines custodial
credit risk. The City’s deposits are not exposed to custodial credit risk as of June 30, 2011;

The City’s investment policy limits the investment of operating funds (funds expected to be expended in
the current budget year or within fifteen months of receipt) in-instruments that mature within.397 ‘days,
Funds not identified as operating funds may be invested. in investments with maturities longer than 397
days but the maturities shall be consistent with the needs and use of the Clty

The City is authorized by statute to invest public funds in obligations of the United States government,
its agencies and instrumentalities; certificates of deposit or other evidences of deposit at federally
insured depository institutions approved by-the City Council; prime eligible bankers acceptances; certain
high rated commercial paper; perfected repurchase agreéments; certain registered open-end management
companies; certain joint investment trusts; and warrants or improvement certificates of a drainage
district.

At June 30, 2011 the City had the following certificates of deposit:

Carrying Fair
Type - Amount Value Maturity
Certificates of Deposit:
First Central State Bank % 67498 0§ 67,498 12-7-11 -
First Central State Bank 86,407 86,407 12-27-11
Valley State Bank : 316,334 316,334 3-11-12 -
Valley State Bank 770,848 70,848 12-7-11
- Valley State Bank . 150,801 - 150,801 8-10-11
- Valley State Bank ' 264,627 264,627 10-20-11
Totals | $ 956,515 $ 956,515 |
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NOTES TO FINANCIAL STATEMENTS

Note 2 Cash and pooled investments, continued

At June 30, 2011 the City’s certificates of deposit were allocated between unrestricted and temporarily
restricted — sinking funds as follows:

S Temporarily
Type Total Unrestricted Restricted
Certificates of Deposit:
First Central State Bank -$ 67,498 $ 67,498 5 -
First Central State Bank - 86,407 75,174 11,233
Valley State Bank 316,334 316,334 -
Valley State Bank . 70,848 - 70,848 ---
Valley State Bank - 150,801 88,807 61,994
Valley State Bank . 264,627 257:614 7013
Totals - $ 956,515 876,275 $. 80,240

Note 3 Changes in lon,é—term debr

The following is a summary of the long-term debt transactions of the City for the fiscal year ended June
-30,2011:

Debt payable at July 1, 2010 " $.2,010,000

Principal repaid - = : (.86:000}
Debt payable at June 30, 2011 ) ' 31,924,000

Debt payable é_lt June 30, 2011, is comprised of the following notes payable:

GOVERNMENTAL ACTIVITIES

General Obligation Sewer Bonds
May 14, 2008, $ 1,088,000 bonds payable to the Iowa
Finance Authority, to pay for the construction of the
sewer project, due 1n semi-annual installments
- beginning December 1, 2008 of $.41;000 to $ 71,000,

plus interest at 3.00% and annual servicing fee of
25% of balance due, through June 1, 2028 - § 962,000
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NOTES TO FINANCIAL STATEMENTS

Note 3 Changes in long-term debt, continued

BUSINESS TYPE ACTIVITIES

Sewer Revenue Bonds
May 14, 2008, $ 1,088,000 bonds payable to the lowa
Finance Authority, to pay for the construction of the
sewer project, due in semi-annual installments
beginning December 1, 2008 of $ 41,000 to $ 71,000,
plus interest at 3.00% and annual servicing fee of

.25% of balance due, through June 1, 2028 . 962,000
Total long term debt payable h ‘17!924',00'0

The City has pledged future sewer customer receipts, net of specific operating disbursements, to repay
the $ 1,005,000 in sewer revenue bonds issued May 14, 2008. Proceeds from the bonds provided
financing for the construction of a new wastewater treatment plant. The bonds are payable solely from
sewer customer net receipts and are payable through 2028, Annual principal and interest payments on
the notes are. expected to require less than 87 percent of net receipts. For the current year, principal and
interest paid were $ 43,000-and $ 32,663, respectively, totally $75,663. For the current year, net receIpts
were § 91,120. ' _

: The resolutlons providing for the issuance of the revenie bonds include the following provision: The
“bonds will only be redeemed from the future earnings of the enterprise activity and the bond holders hold
a lien on the future earnings of the fund.

Projected annual debt service requirements to maturity, .including principal and interest as of June 30,
2011, are as follows: '

Maturing during year General Obligation Debt Business Type Debt
ending June 30, Principal _ ~ Interest Principal Interest
2012 $ 44,000 $ 28,860 $ 44,000 $ 28,860
2013 46,000 . 27,540 46,000 27,540
2014 - 47,000 26,160 47,000 26,160
2015 48,000 24,750 48,000 24,750
2016 50,000 . 25,253 50,000 25,253
20172021 . - 272,000 - 101,010 272,000 101,010
2022-2026 315,000 . 54,113 315,000 54,113
2027-2028 140,000 6,858 240,000 6.858

$ 962,000 - $294544  § 962000  $ 294,544

220-




NOTES TO FINANCIAL STATEMENTS

Note 4 Interfund transfers / loans

The detail of interfund transfers for the year ended June 30, 2011 is as follows:

Transfer io Transfer from Amount
Sewer Fund Debt Service Fund $ 30,000
General Fund ) Debt Service Fund 1,000

Total $ 31,000

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

The detail of interfund loans as of June 30, 2011 is as follows:

Receivable af Payable from Amount
General Fund Road Use Tax Fund $ 53,840
General Fund Sewer Fund 337,246
Sewer Fund Debt Service Fund 1,847

Note 5 Property taxes

- Property tax 'r_evcnues have been recorded on the “‘cash basis™, therefore, only property tax distributions

received on or before June 30, 2011, are shown in the combined financial statements. Property taxes
attach as an enforceable lien on property as of January 1. A certified copy of the levy ordinance is filed
with the Scott County Auditor no later than the 15" day of March, and the county auditor extends the tax
and the county treasurer collects the tax. This tax levy ordinance was adopted by the City on March 9,
2010. Taxes are due and payable in two installments established by statute (March 30 and September

30) and are collected primarily in these months. The county bills and collects all property taxes within

its borders and then forwards the tax collected to the City.

A debt service levy of § 1.66863 per thousand valuation was imposed by the Council effective with the
levy certified as of March of 2008 and became collectible during the year ended June 30 2009, to
provide the resources for the general obligation bond debt service.

Note 6 Pension plan

. The City contributes to the Towa Public Employees Retirement System (IPERS), a cost-sharing,

multiple-employer defined benefit pension plan administered by the State of Iowa. IPERS provides

N retirement and. death benefits which are established by State statute to plan members and beneficiaries.

IPERS 1issues a publicly available financial report that includes financial statements and required
supplementary information.. The report may be obtained by writing to the Iowa Public Employees
Retirement System P.O. Box 9117 Des Moines, IA 50306-9117.
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NOTES TO FINANCIAL STATEMENTS

Note 6 Pension plan, continued

Regular plan members are required to contribute 4.5 percent of their annual covered salary, with the City
contributing 6.95 percent. Part time police members contribution rates are 6.64 percent with the City
contributing 9.95 percent. Contribution requirements are established by state statute. The City’s

- contribution to IPERS, which was equal to.the required confribution, was $ 12,142, $ 11,222 and
$10,387 for the years ended June 30, 2011, 2010 and 2009, respectively.

Note 7 Risk management

- The City is exposed to various risks of loss rélated to torts; theft, damage to and destruction of assets;
errors and omisstons; injuries to employees; and natural disasters. These risks are covered by purchase

~ of commercial insurance. The City assumes liability for any deductibles and claims in excess of
coverage limitations. Settled claims from these risks have not exceeded commercial coverage in any of
the past three years. '

Note 8 Seement reporting

. The GASB Statement Numbers 34 and 37 require reporting of certain condensed financial information

on all major business type activities funds. All of this information can be found in the financial

- statements of individual funds, for the Water fund on page. 44, Sewer fund on page 45, and the Electric
fund on 1 page 46.

- Note 9 Compensated absences

City employees accumulate an unlimited amount of earned but unused vacation and s1ck leave hours for

- subsequent use or for payment upon termination, retirement or death. These accumulations are not
recognized as disbursements by the City until used or paid. The City’s liability for eamned vacation and
sick leave termination payments payable to employees is split among the general, road use and enterprise
funds and based on rates of pay as of that date. -

The total accumulated compensated absences as of June 30, 2011 is as follows:

Type of Benefit Amount
Vacation L $ 5,564
Sick leave R 30,207
Compensatory time in lieu of overtime _ _ 1,341
Total S o $ 37112
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NOTES TO FINANCIAL STATEMENTS

Note 10 Commitments and contingencies

The City as of June 30, 2011 is obligated for the purchase of a new mower. The City in consultation with
the State Department of Natural Resources, has sclected the site for the drilling of a second water well.

Note 11 Subseguent events

The City has evaluated events and transactions through-February 6, 2012 in preparing these financial
statements.

The City, jointly with the City of Eldridge and Scott County, completed construction of a bike path
linking Eldridge to Long Grove, subsequent to the report date. The City’s local cost sharing match was
funded through the Local Option Sales Tax Fund.. During September,. 2011, the City signed a
maintenance agreement with City of Eldridge for the entire length of the path, with the City’s obligation
extending beyond the City’s borders to include part of the non-incorporated area the path traversed..

The City dropped the group health insurance plan for employees during August, 2011, changing to a plan
to reimburse each employee their individual premium cost up t0_$10,500 a-year.

In September, 2011, the City signed a contract for § 114;129 to remove and dispose of sewage lagoon
~ sludge. o : :

Note 12 Overall budgetary comparison

The City’s budgeta.ry compliance is presented on page 24 for all Governmental and Proprietary funds. |
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NOTES TO REQUIRED SUPPLEMTARY INFORMATION
BUDGETARY REPORTING

June 30, 2011

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

‘General Fund and each major special revenue fund.

In accordance with the Code of lowa, the City- Council annually adopts a budget on the cash basis

following required public notice and hearing for all its funds. The annual budget may be amended

- during the year utilizing similar statutorily prescribed procedures.

Formal and legal budgetary control is based upon nine major classes of disbursements known as
functions, not by fund. These nine functions are: public safety, public works, health and social
services, culture and recreation, community and economic development, general government, debt
service, capital projects, and business type activitiés. - Function disbursements required to be budgeted
include disbursements for the general fund, the special revenue funds, the debt service fund and all
enterprise funds. Although the budget document presents function disbursements by fund, the legal level
of control is at the aggregated-fiinction level, not by fund. During the year no budget-amendments werc
enacted.

During the j}ear ended June 30, 2011, disbursements exceeded the amounts budgeted in the public
works, culture and recreation, general government and debt service functions.
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[om Engelmanvy, CPA

1111 East River Drive, Davenport, lowa 52803
(563) 323-3568 FAX (563) 326-6204

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 Mayor and City Council
City of Long Grove, lowa
Long Grove, Iowa

I have audited the fiiancial statements of the governmental activities, the business-type activities, and
each major fund of the City of Long Grove, Iowa, as of and for the year ended -June 30, 2011, which
collectively comprise the City’s basic financial statements listed in the table of contents and have issued my
report thereon dated February 6, 2012. My report expressed unqualified opinions on the financial statements
which were prepared in conformity with an other comprehensive basis of accounting. I conducted my audit
in accordance with auditing standards .generally accepted in the United States of America; Chapter 11 of the
Code of Iowa; and the standards applicable to financial audits contained in Governmenr Auditing Standards,
issued by the Comptroller General of the Unlted States. ' : :

Internal Control over Financial Reporting

In planning and performing my audit, I considered the City of Long Grove, Iowa’s internal control
" over financial reporting as a basis for designing my auditing procedures for the putposé of expressing my
~ opinions on the financial statements, but not for the purpose of expressing my oplmon on the effectiveness
- of the City’s internal control over financial reporting, .Accordingly, T do not express an opinion on the
effectiveness of the C1ty s internal control over financial reporting.

My consideration of the internal control over ﬁnancial reporting was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in 1nterna1 control
over financial reporting that might be 31gmﬁcant deficiencies or material weaknesses.

" A control deficiency exists when the design or operation of the control does not allow management or
employees, in the normal course of performing their assigned fuinctions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of contrel deficiencies,
that adversely affect the City’s ability to initiate, authorize, record, process or report financial data reliably in
accordance with an other comprehensive basis of accounting such that there is more than a remote
likelihood that a misstatement of the City’s financial statements that is more that inconsequential will not be
prevented or detected by the City’s internal control. A material weakness is a significant deficiency or
combination of significant deficiencies that result in more than a remote likelihood that a material
misstatement of the financial statements will not be prevented.or detected by the City’s internal control.
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I noted one matter involving the internal control over financial reporting and its operation that I
consider to be a significant deficiency:

SEGREGATION OF DUTIES

During my audit I noted the City has a lack of segregation of duties due to its size and staffing levels.
As hiring additional employees to possibly circumvent this situation is not usually cost-beneficial, |
recommend the City Council maintain- appropriate oversight of management to ensure adequate
controls in this area.

I also noted other matters involving the internal control over financial reporting, which included
control deficiencies that I have reported to management of the City of Long Grove, lowa, in a separate letter

dated February 6, 2012.

Compliance and other matters

As part of obtaining reasonable assurance about whether the City of Long Grove’s financial statements
are frec of material misstatement, 1 performed tests of its compliance with certain provisions of laws,
‘regulations, confracts 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 my audit and, accordingly, I do not express such an opinion.
The results of my tests disclosed no instances of noncompliance that are required to be reported under
Government Auditing Standards.

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 my audit of
the financial statements of the City of Long Grove, fowa. Since my 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. :

This report, a public record by law, is intended solely for the information and use of the officials,
cmployees, and citizens of the City of Long Grove, Iowa, and other parties to whom the City of Long Grove,
lowa, may report, and is not intended to be and should not be used by anyone other than those specified
parties. '

1 would like to acknowledge the many courtesies and assistance extended to me by personnel of the
City of Long Grove during the course of my audit. Should you have any questions concerning any of the
above matters, I would be pleased to discuss them with you at your convenience.

z 3
%por{,

February 6, 2012
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CITY OF LONG GROVE, IOWA
SCHEDULE OF FINDINGS

June 30, 2011

Findings related to the Financial Statements:

Significant Deficiency:

2010-A

Segregation of Duties — One important aspect of the internal control structure is the
segregation of duties among employees to prevent an individual employee from having
duties that are incompatible. I noted that certain functions are not entirely segregated.

Recommendation - I realize that with a linited number of office employees, segregation of
duties 1s difficult. However the City should review its internal control procedures to obtain
the maximum internal controls possible under the circumstance. The Council also needs to
maintain proper oversight over management to ensure controls are actuaily occurring.

Response — We will review our internal control procedures.

Conclusion — Response acknowledged.

Instances of Non- Compliance:

No matters were noted.

Other Findings Related to Required Statutory Reporting:

2011 -1

2011 -2

2011-3

2011 -4

2011 -5

2011 -6

Certified budget — Disbursements during the year ended June 30, 2011 exceeded the budget
in the public works, culture and recreation, general government and debt service functions.

Questionable disbursements - I noted no disbursements that may not meet the requirements
of public purpose as defined in an Attorney General’s opinion dated April 25, 1979.

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

Business transactions — No transactions between the City and City officials and employecs
were noted.

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

Council minutes — No transactions were found that I believe should have been approved n
the Councﬂ minutes but were not.
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SCHEDULE OF FINDINGS

Other Findings related to Statutory Reporting (continued):

2011 -7

2011 -8

2011 -9

2011 -10

Deposits and investments — I noted no instances of non-compliance with deposit and
investment provisions of Chapter 12B and 12C of the Code of Iowa and the City’s
investment policy.

Revenue bonds — No instances of non-compliance with the revenue bond resolution were
noted.

Financial conditions — Various funds (Road Use Tax and Sewer) have utilized the common
cash pool maintained by the City to temporarily borrow from the General Fund for a total of
$ 391,086 as of June 30, 2011. In addition the Debt Service Fund has borrowed $.1,847
from the Sewer Fund as of June 30, 2011. At the same time the Sewer Fund continues to
hold certificates of deposit.

Recommendations — The City should carefully consider the cash flow needs of the Sewer
Fund to begin payments to the General Fund. Utilize not only the checking account but the
balance of the certificates of deposit it holds to repay as much of the debt it owes to the
General Fund, as considered prudent. It appears these actions would allow the Sewer Fund
to repay approximately $ 200,000 of its interfund loan to the General Fund. The Road Use
Tax Fund should either curtail some road projects in the future to allow for the
accumulation of cash to repay its obligation to the General Fund of $ 53,840, or it can also
‘transfer’ some of the bank certificates of deposit it holds to the General Fund to reduce /
eliminate this loan.

Response — We will review the recommendations made and work to reduce/ eliminate the
mierfund borrowing in the future.

Conclusion — Response accepted.

Financial condition — The Sewer Fund currently owes $ 337,246 to the General Fund,
mostly in relation to additional costs related to the completion of the new wastewater
treatment plant project. Even all of the actions taken in the prior finding would only reduce
that loan to about $§ 137,000. And there are still some costs associated with the new
treatment plant to be paid by the City.

Recommendations — The City should reduce expenditures in the Sewer Fund to the
minimum necessary to allow for repayment of this debt in some reasonable time frame.

Response ~ We will create a repayment schedule for this loan in the future.

Conclusion — Response accepted.
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CITY OF LONG GROVE, IOWA

COMPARATIVE STATEMENT OF ASSETS AND LIABILITIES

CASH BASIS

GENERAL FUND

June 30, 2011 and 2010

ASSETS
Cash
Certificates of deposit

Total

FUND EQUITY

Total fund balance

See accompanying independent auditor's report.
- -32-

June 30,

2011 2010

$ 47426 $ 28885
17,404 17,117

$ . 64830 § 46,002

$§ 64830 § 46,002




CITY OF LONG GROVE, IOWA
STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
AND CHANGES IN CASH BALANCE
COMPARED TO BUDGET

GENERAL FUND

For the Year Ended June 30, 2011
With Comparative Actual Amounts for the Year Ended June 30, 2010

See accompanying independent auditor's report.
' : -33-

2011
Variance-
Final favorable 2010
Budget Actual (unfavorable) Actual
Receipts
Property taxes ' $ 209,026 $ 211,093 $ 2,067 $ 201,334
Franchise fees 3,600 2,476 (1,124) 3,035
Fines --- 60 60 .81
Building and construction 2,400 4,835 2,435 2911
Miscellaneous charges 1,000 8,402 7,402 8,160
Alcohol control 400 390 (10) 439
Grant received --- .- --- 1,000
Interest 1,000 2,967 1,967 3,630
Charges / fees ' 1,500 1,870 370 1,325
Total receipts S 218,926 232,093 § | 13,167 221,915
Operating disbursements L
Public safety 66,668 66,136 532 25,087
Public works 45,000 45,261 (261) 47273
Culture and recreation 44,452 46,504 (2,052) 32,859
Community and economic developmen 9,500 o .2,368 7,132 2,375
General government 45,589 - - 53,996 (8,407} 45,656
Total operating disbursements $. 211,209 214,265 % (3,056) 153,250
Excess of receipts over disbursements 17,828 68,665
Other financing sources (uses)
Operating transfers in $ - 1,600 $ 1,000 ---
Interfund borrowing --- --- --- (65,444)
Operating transfers (out) (75,663) _ --- (75,663) (32,847)
Total other financing sources (uses)” $ (75,663} 1,000 §$ (74,663) (98,291)
Net change in cash balances o 18,828 (29,626)
- Cash balance, beginning of year 46,002 75,628
Cash balance, end of year $ 64830 $ 46,002




CITY OF LONG GROVE, IOWA

STATEMENT OF DISBURSEMENTS, BY FUNCTION
CASH BASIS - COMPARED TO BUDGET

GENERAL FUND

For the Year Ended June 30, 2011

With Comparative Actual Amounts for the Year Ended June 30, 2010

Public safety & public works
Police Operations
Salaries
Other benefits
Taser
Vehicle operations
- Electric and gas
Court and record
Office supplies

Total police operations

. Fire Department
Other Contractual services

Total public safety

Public Works
- Garbage collection services

Total public works

- See accompanying independent auditor's report.

2011
Variance-
Final favorable 2010
Budget Actual {unfavorable) Actual
$ 16,800 $ 13,087 § 3,743 § 4,095
300 170 130 ---
--- 916 - (916) ---
31,937 32,464 (527 2,187
700 250 450~ . 768
150 35 115 318
1,100 3,533 (2,433) 2,602
50,987 50,455 5327 9,970
15,681 15,681 --- 15,117 -
b 66,668 § 66,136 § 532§ 25,087
45,000 45,261 (261)" 47,273
) 45,000- § $ (261) § 47,273

-34-

45,261




CITY OF LONG GROVE, IOWA

GENERAL FUND

For the Year Ended June 30, 2011

STATEMENT OF DISBURSEMENTS, BY FUNCTION
CASH BASIS - COMPARED TO BUDGET

With Comparative Actual Amounts for the Year Ended June 30, 2010

2011
Variance-
Culture and recreation: Community Final favorable 2010
and economic development Budget Actual (unfavorable) Actual
Culture and recreation
Library
Other contractual services $ 21,582 § 21,582 % --- 3 20,835
Parks
Grounds maintenance 10,000 6,011 3,989. 5,456
Other _maintenance 10,000 16,041 (6,041) 3,568
Total parks 20,000 22,052 (2,052) 9,024
Community center
Other contractual services 2,870 2,870 - 3,000
Total culture and recreation 3 44452  § 46,504 § (2,052)  § 32,859
Community and economic development
Community beautification
-~ Community beautification $ 1,500 % 166 8 1,334 $ 456
Economic development
Printing and publications 8,000 2,202 5,798 1,919
Total community and economic
development $ 9,500 $ 2368 % 7,132 § 2,375

See accompanying independent auditor's report.
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CITY OF LONG GROVE, IOWA

STATEMENT OF DISBURSEMENTS, BY FUNCTION
CASH BASIS - COMPARED TO BUDGET

GENERAL FUND

For the Year Ended June 30, 2011
With Comparative Actual Amounts for the Year Ended June 30, 2010

2011
Variance-
-General government Final favorable 2010
Budget Actual (unfavorable) . Actual
Mayor, Council and city manager
Other pay $ 6,000 $ 6,135 $ (135) $ 5,558
Clerk, treasurer
Salaries 16,779 17,283 (504) 15,308
Payroll taxes , 1,140 1,046 - 94 4,029
Iowa public employees retirement 1,050 691 359 388
Other benefits 2,500 1,003 1,497 2,516
Meetings and conferences 2,000 3,482 (1,482) 714
Total clerk, treasurer 23,469 23,505 (36) 23,455
Elections
Payments to others ' --- 2,273 (2,273) 1,391
City attorney )
Legal expense 2,300 1,444 856 2,043
City hall
Utilities 3,220 466 2,754 - 2,508
Maintenance and repairs ' 1,500 4,634 (3,134) 362
Printing and publications 1,500 4,295 (2,795) 1,683
Office supplies 3,500 6,440 (2,940) 4,945
Office equipment : - - 276 (276) ---
Total city hall 9,720 16,111 (6,391) 9,498
Tort liability
Insurance expense ' 4,100 - 4,528 (428) 3,711
Total general government 3 45,589 § 53,996 § (8,407) $ 45,656

See accompanying independent auditor's report.
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CITY OF LONG GROVE, IOWA

COMBINING STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES

CASH BASIS

SPECIAL REVENUE FUNDS

June 30, 2011 and 2010

Road Use Local Option June 30,
Tax Fund Sales Tax 2011 2010
ASSETS
Cash _ $  (15204) $ 221360 $ 206,156- $ 169,648
Certificates of deposit 80,341 150,467- 230,808 228,549
Total $ 65,137 $ 371,827 § 436,964 % 398,197
FUND BALANCES
Fund balance - restricted 65,137 -~ 371,827 436,964 398,197
Total fund balances 65,137 % 371,827 § 436,964 $ 398,197

&4

See accompanying independent auditor's report.
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CITY OF LONG GROVE, IOWA

COMBINING STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
AND CHANGES IN CASH BALANCE

SPECIAL REVENUE FUNDS

For the Year Ended June 30, 2011
With Comparative Actual Amounts for the Year Ended June 30, 2010

Road Use Local Option Totals
Tax Sales Tax 2011 2010
Receipts
Road use taxes $ 63,118 $ --- 63,118 % 52,771
Sales taxes --- 77,435 77,435 72,774
Grant received --- --- --- - 2,608
Interest L1132 1,546 2,678 3,873
Total receipts 64,250 78,981 143,231 132,026
Operating disbursements
Roads, bridges, sidewalks 18,322 --- 78,322 66,896
Capital projects --- 26,142 26,142 20,042
Total operating disbursements 78,322 26,142 104,464 86,938
Excess (deficiency) of receipts over
disbursements ' (14,072) 52,839 38,767 45,088
Other financing sources (uses)
Interfund borrowing --- --- - - - 11,518
Total other financing sources (uses) S --- --- 11,518
Net change in cash balances (14;072) 52,839 38,767 | 56,606
Cash balance, beginning of year 79,209 318,988 398,197 341,591
Cash balance, end of year h 65,137 §$ 371,827 % 436,964 §$ 398,197

See accompanying independent auditor's report.
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CITY OF LONG GROVE, IOWA

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
AND CHANGES IN CASH BALANCE
COMPARED TO BUDGET

ROAD USE TAX FUND

For the Year Ended June 30, 2011
With Comparative Actual Amounts for the Year Ended June 30, 2010

See accompanying independent auditor's report.
. _ -39-

2011
Variance-
Final favorable 2010
Budget Actual (unfavorable) Actual
Receipts |
Road use taxes $ 55,130 § 63,118 % 7,988 52771
Grant received --- --- R 2,608
Interest . --- 1,132 1,132 1,440
Total receipts 3 55,130 64,250 % 9,120. 56,819
Operating disbursements
Salaries $§ - 27,000 26,683  $ 317 25,294
Payroll taxes : 2,065 1,862 203 2,019
Iowa public employees retirement 1,800 1,707 - 93 1,557
Vehicle operations . 7,890 9,097 (1,207) 8,246
Other maintenance and repairs .- : 2,292 (2,292) 778
Payments to others --- 3,670 (3,670) 4,197
Street maintenance 5,875 13,089 (7,214) 8,662
Posts / signs 500 190 310 -
Streets 10,000 19,732 (9,732) 16,143
Total operating disbursements hY 55,130 78322 % (23,192) 66,896
(Deficiency) of receipts
over operating disbursements - (14,072) (10,077)
Other financing sources
Interfund borrowing —-- .- --- 11,518
Net change in cash balances (14,072) 1,441
Cash balance, beginning of year 79,209 77,768
. Cash balance, end of year b 65,137

79,209




CITY OF LONG GROVE, IOWA

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
AND CHANGES IN CASH BALANCE

COMPARED TO BUDGET

LOCAL OPTION SALES TAX FUND

For the Year Ended June 30, 2011

With Comparative Actual Amounts for the Year Ended June 30, 2010

2011
Variance-
Final _ favorable 2010
Budget Actual (unfavorable) Actual
Receipts '
Local option sales tax $ 70,000 % 77435 $ 7435  $ 72,774
Interest 2,300 1,546 A(754) 2,433
Total receipts $ 72,3600 78,981 % 6,681 75,207
Operating disbursements
Capital projects
Other capital / equipment $ 14,800 7495 % 7,305 4,281
Infrastructure 8,000 - 8,000 ---
- Other capital outlay 118,033 18,647 99,386 15,761
Total operating disbursements 3 140,833 - 26,142 % 114,691 20,042
Net change in cash balances . 52,839 55,165
Cash balance, beginning of year 318,988 263,823
Cash balance, end of year $ 371,827 $ 318,988

See accompanying independent auditor's report.
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CITY OF LONG GROVE, IOWA

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
AND CHANGES IN CASH BALANCE
COMPARED TO BUDGET

DEBT SERVICE FUND

For the Year Ended June 30, 2011
With Comparative Actual Amounts for the Year Ended June 30, 2010

2011

Variance-
Final favorable Actual
Budget - Actual (unfavorabie) Actual
Receipts -
Property taxes $ 75,663 - 75,175 % 488 % 75,301
Interest --- .- --- -6
Total receipts 5 75,603 75,175 § 488 75,307
Operating disbursements
Debt service paid )
Principal paid $ 43,000 43,000 % --- 42,000
Interest paid 30,151 - 32,664 (2,513) 33,980
Total operating disbursements $ 73,151 75,004 % (2,513) 75,980
(Deficiency) of receipts
over operating disbursements o (489) _ (673)
Other financing sources (uses)
Transfers in (out) 5 --- (31,000) § 31,000~ 32,847
Net change in cash balances (31,489 32,174
Cash balance, beginning of year . 32,174 ---
Cash balance, end of year 3 685 $ 32,174

See accomparntying independent auditor's report.
-41-




lN.—m-I
‘uodas sgoupne juspuadopur Suiuedwosoe sag

S 00° ‘99Q° : ¢ 16°48¢€ paAJesaIun ‘pajeusisapupn

908°L00°1 $ 69579901 § LIL'SSh $  Lggozz ¢ SISL $ S1955D 1N
SLASSY LAN
908°L00'T §  695990°T § LIL8Sy § L€€0CT  §  SISL8E & §J9SSE [810],
8¥L°8L 0rZ08 P68°1 € 790°6¢ 787°¢T spunj Bunjuis - 11s0dap jo sayeoyIIa))
108819 790°879 LOETTE ceL'erT v20'9ST Pa1oLASaIIN - 1150dap JO SAIEdLILA)
LSTOIE $  S97'8SE  §  QISPOT §  OPSSE $ 607807 § _ ysed
SLASSY
010Z TE0T pung punj pung
s|elo], 2109 Jamag e

0102 _ucw 110T ‘6E sunp
SANNS A¥VLIHdOYd

SISvd HSVD
S13SSV LIN ANV S13SSV 40 INIWILVLS ONINIGWOD

VMOI 'TAOYD DNOT 40 ALID




Imvl

908°L00°T § 6959901 § LIL'8SH LEET0TT G15°L8¢
F0€°656 908 L00°T 78T St 6T TLI 0£2°18¢
T0S'8h £91°8S SEy'y £v0°8Y $87°9
(65€°9) (£05°€E) 0€65°S (8L0°cy) SHO‘t
(0€19L) (£99°5L) --- (£99°6L) ---
--- 000°0€ ol 000°0€ ---
926°¢S
000°S
SPSTI 091°Z1 0£5°S $86°T SHO'y
198°¢S 99776 (s60°1) 121°16 ovZ'T
806°L9S L8L°LES L96°1€E 0¥9°201 081°€01
€6€°18 LLY'LS 059°0T 895y 1 65+°7T
£6€PE 816°tT 88y GT8°s 90Z°11
1L1°€€T T6¥° 1+T 6V 1vT --- -
166°11 $86°¢CT AN YA AN
981°1T 9£/°8¢ P19, 8L7°0T rr8 01
990°L1 LLT1 --- I19 999
L8IY 68L° Y LT01 950°C 90L°1
195991 Y1E°551 TLLELS [LLETS 1LLEIS
69L°129 £60°0£9 L8 0EE 19L°€61 OTP'S01
[¥6°L P87 YTST I TRa GE6°L
8TYEI0 & 602009 §  8PE6TE - 9LE6LT SOV L6
0107 1102 pung punyj puny
S[e10 ], OII9[H Jomag latem

0102 ‘0¢ dunp papu3 Jea 8y} 10} sjunowy [enjoy sageiedwios Yym
LL0Z ‘O¢ unp papug eaj ay) .o

JONVIVE HSVD NI STONVHO ANV
SINIWASUNESIC ANV S1dIFOFY HSYD 40 INFWALYLS ONINIGWOD

VMO! ‘FAOHD ONOT 40 ALID

SANNA ANVLINdOYd

"110da1 sJonpne juspuadopur Sutueduwoosoe 99g

024 _fo pua 2ounpq yYsn)

024 fo JuruurSaq 2ouvpng ysv)
SaoUB[Rq USBD Ul a3UBYD 19N

(stuswesingsip) sydieoal Sunerado-uou 12N

pred 201AJ2S 1G9(]

(ino) u1 sigysuel],
Suimosioq punjiaug
PaALDDI spadooad puog
SJUSUIISIAUT UO JSAIIU]

(smuarmasimqsip) spdiadas Sunwaado-uon
sjuauesINgsIp Sunerado 1240 s1d19oa1 JO $$90XY

syudwasIngsip Sunerado {8107,

samjipuadxe [ende)n
sasuadxe 20130 I8YI0

paseyoind Jomod aesaoym

aouBINSU]

siredal pue OURUSIUIEIA]

seninN

3ururer / s3uneap]

SIJOUDq pUe SRS
SquIasIngsyp Suypaadp

sydrasal @10,
SNOJUR[[IOSIN
991AI3S 10J sadiey)
sidraoay



CITY OF LONG GROVE, [OWA
STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
AND CHANGES IN CASH BALANCE
COMPARED TO BUDGET

WATER FUND

For the Year Ended June 30, 2011
With Comparative Actual Amounts for the Year Ended June 30, 2010

2011
Variance-
Final favorable 2010
Budget - Actual (unfavorable) Actual
Receipts
Water sales $ 127065 § . 97485 % (29,580) $ 103,436
Miscellaneous - 7,935 . 7,935 --- 7,935
Total receipts $ 135,000 - 105420 % (29,580) 111,371
Operating disbursements
Salaries $ 44000 40,910 § 3,090 40,833
Payroll taxes 3,400 3,171 229 3,720
Towa public employees retirement 3,000 2,232 768 2,760
Employee insurance 8,900 5,459 3,441 7,658
Meetings and conferences o 1,500 , 1,706 206) 1,334
Utilities ' 4,000 ‘ 666 3,334 4,441
Other maintenance and repairs 10,000 2,406 7,594 2,939
Sales tax j --- 1,188 (1,188) ---
~ Engineering - 1,000 - 7,250 (6,250) L s
Insurance o 4,100 4,528 (428) 03,711
Legal o 1,500 1,444 56 2,280
Testing 2,500 . 2,697 (197) 2,152
Office supplies 3,500 ‘ 7,064 (3,564) 12,571
Meter replacement 12,000 --- 12,000 S e
Other capital expenditures 40,300 22,459 17,841 .
Total operating disbursements $ 136,700 - 103,180 % 36,520 84,399
Excess of receipts :
over operating disbursements 2,240 ' 26,972
Non-operafing receipts _
Interest on investments $ 2,700 4,045 % 1,345 3,452
Net change in cash balances , ‘ 6,285 30,424
Cash balance, beginning of year ' . 381,230 - 350,806
Cash balance, end of year § 387515 % 381,230

See accompanying independent auditor's report. _
- -44-




CITY OF LONG GROVE, IOWA

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS

AND CHANGES IN CASH BALANCE
COMPARED TO BUDGET

SEWER FUND
For the Year Ended June 30, 2011

With Comparative Actual Amounts for the Year Ended June 30, 2010

2011
' Variance-
Final favorable 2010
Budget Actual {unfavorable) Actual
Receipts .
Sewer sales $ 183,000 $ 179376  $ (3,624) $§ 181,882
Miscellaneous “-- 14,385 (14,385) ---
Total receipts ¥ 183,000 193,761 § (18,009) 181,882
Operating disbursements
Salaries $ 44,000 40910 § 3,090 40,028
Payroll taxes 3,400 3,171 229 3,809
Iowa public employees retirement 3,000 2,232 768 2,898
Employee insurance 8.900 5,459 3,441 7,658
Meetings and conferences 1,500 2,056 (556) 1,131
Utilities 12,000 611 11,389 12,625
Other maintenance and repairs 20,000 9,113 10,887 7,979
“Sales tax --- 1,797 (1,797) ---
Engineering 1,000 9,369 (8,369) -
Insurance 7,000 4,528 2,472 4,529
Legal 1,500 1,444 56 2,205
Testing 5,000 3,161 - 1,839 - 3,856
. Office supplies 3,000 4,221 (1,221) 4,155
Other capital expenditures 104,000 14,568 - 89,432~ 73,805
Total operating disbursements 3 214,300 102,640 3 111,660 164,678
Excess of receipts over operating disbursements 91,121 17,204
Non-operating receipts (disbursements)
Interest on investments $ 2,600 2,585 % (15) 3,053
Advances on loan --- --- --- 5,000
Interfund borrowing --- --- --- 53,926
Transfers in --- 30,000 30,000 ---
Debt service principal paid (43,000)- (43,000) --- (42,000)
Debt service interest paid (30,150) © (32,663) (2,513) (34,130)
Net non-operating (disbursements) § (70,550) (43,078 % 27,472 (14,157}
Net change in cash balances 48,043 3,053
Cash balance, beginning of year 172,294 169,241
Cash balance, end of year $ - 220,337 172,294

See accompanying independent auditor's report.
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Receipts
Electric sales
Miscellaneous
~ Total receipts

Operating disbursements
Salaries
Payroll taxes
Iowa public employees retirement
Employee insurance
Meetings and conferences
Other maintenance and repairs
Sales tax '
Engineering
Insurance:
Legal
Testing
Wholesale power
Office supplies
Other capital expenditures
Other capital outlays -
Total operating disbursements

Excess of receipts
over operating disbursements

Non-operating receipts
Interest on investments
Transfers in (out)
Total non-operating receipts

Net change in cash balances
Cash balance, beginning of year

Cash balance, end of vear

CITY OF LONG GROVE, IOWA

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS
AND CHANGES IN CASH BALANCE
COMPARED TO BUDGET

ELECTRIC FUND

For the Year Ended June 390, 2011
With Comparative Actual Amounts for the Year Ended June 30, 2010

2011
Variance-

Final favorable 2010

Budget Actual (unfavorable) Actual
$ 325,000 § 329,348 4,348 328,510
730 1,524 794 6
$ 325,730 330,872 5,142 328,516
$ 44,000 40,910 3,090 40,430
3,400 3,171 229 4,314
3,000 2,232 768 2,764
8,900 5,459 3,441 7,689
1,500 1,027 473 1,722
10,000 7,345 2,655 10,268
R 269 (269) --
4,000 - 4,000 “--
4,100 4,528 (428) 3,711
1,500 1,444 56 2,655
S 4,000 350 3,650 438
232,000 241,492 (9,492) 233,171
3,500 3,090 .410 4,081
--- 4,571 - (4,57D) 2,134
o 72,000 16,079 55,921 5,454
“$ 301,900 331,567 "59,933 318,831
(1,095) 9,685
$ 5,300 5,530 230 - 5,340
60,870 - (60,870) ---
$ 66,170 5,530 (60,640) 5,340
4,435 15,025
454,282 439,257
- $ 458,717 454,282

See accompanying independent auditor's report.
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[om Engemiaviyy, CPA

1111 East River Drive, Davenport, lowa 52803
(663) 323-3568 FAX (563) 326-6204

" To the Mayor and City Council
City of Long Grove, Iowa
Long Grove, lowa

I have audited the financial statements of the City of Long Grove, Iowa for the year
ended June 30, 2011, and have issued my report dated February 6, 2012. Professional
standards require that I provide you with the following information related to my audit.

My responsibility under Auditing Standards Generally Accepted in the United States of
America and OMB Circular A-133.

As stated in my engagement letter of May 13, 2011, my responsibility, as described by
professional standards, is to plan and perform my audit to obtain reasonable, but not absolute,
assurance about whether the financial statements are free of material misstatement and are
fairly presented in accordance with cash basis accounting principles generally accepted in the
United States of America. ‘Because an audit is designed to provide reasonable, but not
- absolute, assurance and because I did not perform a detailed examination of all transactions,
there is a risk that material misstatements may exist and not be detected by me. '

In planning and performing my audit, 1 considered the City’s iniernal control over
- financial reporting in order to determine miy auditing procedures for the purpose of
expressing my opinion on the financial statements and not to provide assurance on the
internal control over financial reporting. - .

As part of obtaining reasonable assurance about whether the City’s financial statements
are free of material misstatement, I 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 my audit.
While my audit provides a reasomable basis for my opinion, it does not provide a legal
determination of the City’s compliance with those requirements.

Significant Accounting Policies

Management is responsible for the selection and use of appropriate accounting policies.
In accordance with the terms of my engagement letter, I will advise management about the
appropriateness of accounting policies and their application. The significant accounting
policies of the City of Long Grove, lowa, are described in Note 1 of the financial statements.

I noted the only significant and unusual transactions entered into by the City during the
year involved the payment on the bonds incurred in relation to the new wastewater treatment
plant. :



To the Mayor and City Council
Page 2

Accounting Estimates

Accounting estimates are in integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about past and
current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and because of
the possibility of future events affecting them may differ significantly from those expected.
The most significant estimate affecting the financial statements involves the completion and
initiation into use of the new wastewater treatment plant completed last year. Management’s
estimate is based on final completion dates and timelines from the State of Towa Department
of Natural Resources approval for operation. 1 evaluated the key factors and assumptions
used to develop this estimate in determining that it is reasonable in relatlon to the financial -
statements taken as a whole. : :

Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a-
proposed correction of the financial statements that, in my judgment, may not have been
detected except through my auditing procedures. An audit adjustment may or may not -
indicate matters that-could have a significant effect on the City’s financial reporting process
(that is, cause future financial statements to be materially misstated). The only significant
audit adjustments were recorded in relation to recording interest on investments. In my

judgment, these adjustments indicate matters that might have a si gmﬁcant effect on the City’s

financial reporting process.
Disagreements with management

For purposes of this letter, professional standards define a disagreement with
management as a matter, whether or not resolved to my satisfaction, concerning a financial
accounting, reporting, or auditing matter that could be significant to the financial statements
or the auditor’s report. I am pleased to report that no such disagreements arose during the
course of my audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other: accountants about
auditing and accounting matters, similar to obtaining a “second opinion” on certain
situations. If a consultation involves application of an accounting principle to the City’s
financial statements or a determination of the type of auditor’s opinion that may be expressed
on those statements, my professional standards require the consulting accountant to check

- with me to determine that the consultant has all of the- relevant facts. To my knowledge,

there were no such consultations with other accountants.




To the Mayor and City Council
Page 3

Issues discussed prior to retention of Independent Auditors

I generally discuss a variety of matters, including the application of accounting
principles and auditing standards, with management each year prior to retention as the City’s
auditor. However, these discussions occurred in the normal course of our professional
relationship and my responses were not a condition to my retention.

Difficulties encountered in performing the audit

I encountered no significant d1fﬁcultles in deallng with management in performing and
completmg nty audit. :

Other comments

1 have included additional comments regarding the financial statéments and operations.
These comments are not a result of in-depth study of any specific areas but are based on
observations made during the course of my audit. My observations indicate that the overall
financial operations of the City continue to be conducted in an efficient and effective manner.

- 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 Long Grove, lowa, and other parties to whom
the City of Long Grove, lowa, may report, and is not mtended to be and should not'be used -
by anyone other than those specified parties. : : '

I will be happy to discuss these or any other topics at your convenience. [ would like to -

take this opportunity to express my appreciation to you and your staff for the fine cooperatlon
that I received during the course of the audit. BRI

Davenpor

February 6, 2012




CITY OF LONG GROVE, ICWA
OTHER COMMENTS

June 30, 2011

SEGREGATION OF DUTIES

During my audit I noted the City has a lack of segregation of duties due to its size and staffing
levels. As hiring additional employees to possibly circumvent this situation is not usually
cost-beneficial, I recommend the City Council maintain appropriate oversight of management
to ensure adequate controls in this area. In addition, I recommend the City review its internal
control procedures to obtain the maximum internal control possible under the circumstances.

OUTSTANDING CHECKS

During my audit I noted the City continues to have numerous old outstanding checks on the |
bank reconciliation, some from several years ago. The State of Iowa has an escheat law

governing outstanding items that needs to be.observed. I recommend that staff invest the time

necessary to completely identify all checks on the list. Then investigate all checks that have

been voided, actually cleared the bank, or are duplicates, eliminating them from the list if

appropriate. After all appropriate corrections / deletions have been made, anything older than

required by the State of lIowa escheat law needs to be remitted to the State with appropriate
explanatlon :

INTERFUND LOANS

During my audit I noted that several of the City’s funds had utilized the common cash pool
" maintained by the City to borrow cash from each other. | This temporary use of cash needs to
be either repaid or forgiven. Listed below are the interfund loans in total as of June 30, 2011:

Receivable at Payable from
General Fund $ 53,840 .~ Road Use Tax Fund 53,840
General Fund 337,246 Sewer Fund 337,246
Sewer Fund 1,847 . Debt Service Fund 1,847

At the same time several of these funds own.certificates of deposit or accumulated cash on
hand. Listed below are available cash / certificate balances as of June 30, 2011:

Road Use Tax Fund Certificates of deposit . ’ $ 80,341
Sewer Fund Certificates of deposit R 174,796




INTERFUND LOANS, CONTINUED

I would recommend the following actions be taken to repay these loans:

1) The Sewer Fund repay $ 30,000 of its loan to the General Fund using checking cash.

2) The Sewer Fund repay another § 170,000 of its loan to the General Fund by
‘transferring’ that much of its bank Certificates of deposit to the General Fund.

3) The Road Use Tax Fund repay $ 50,000 of its loan to the General Fund by
‘transferring’ that much of its bank Certificates of deposit to the General Fund. '

Please note most of these arc partial payments. If you choose, you could pay off more of
several foans. These are for sample purposes only.

The end result would be the following interfund loan balances:

Receivable at Payable from
General Fund $ 3,840 . Road Use Tax Fund $ 3,840
General Fund 137,246 -Sewer Fund 137,246
Sewer Fund 1,847 Debt Service Fund ) 1,847

The City would end up with $ 250,000 more ‘cash’ in the General Fund to allow for better
cash flow purposes and stilt allow for flexibility in the other funds. :

Subsequent to these actions I would recommend the three ‘debtor funds’ (Road Use, Debt
- Service & Sewer), all attempt to ‘pay off” these loa.ns as soon as possﬂole I will list some
options for the each of the three funds: - : : :

For Road Use Tax — Attempt to reduce / control construction projects to allow for the
accumulation of at least $ 10,000 in cash — then pay off the balance due of § 3,840 to the
General Fund. ' , ‘

For Debt Service — The principal and interest paymerits made are still running slightly
ahead of the tax levy. This loan might have to wait tﬂl enough excess cash can accumulate to
pay off the balance of its § 1,847 to the Sewer Fund.

For Sewer Fund - Establish a planned schedule to pay off the remaining $ 137,246 over
the course of some period of years. I would recommend a period of 7 to 10 years, which
would be about $19,600 (seven year pay off) to $13,700 (len years) each year. In tandem
with this reduce / control expenses in this fund over that period to make sure it generates at
least that much cash ‘income’ (afier all operations and IFA debt service) each year.

TRACKING INTERFUND LOAN S

- During my audit I noted that several of the City’s funds had utilized the common cash pool
maintained by the City to borrow cash from each other. This temporary use of cash needs to
be tracked so repayments can be made. Listed below are the interfund loans in total as of
June 30, 2011; ' o Lo




TRACKING INTERFUND LOANS, CONTINUED

Receivable at : _ Payable from
General Fund $ 53,840 Road Use Tax Fund $ 53,840
General Fund 337,246 Sewer Fund 337,246
Sewer Fund 1,847 Debt Service Fund 1,847

I have provided to the Clerk a computerized spreadsheet that could be utilized to track these
loans. I would recommend periodically (at least semi annually), after recording all of the
City’s receipts and disbursements in the computer, balancing the checking and money market
accounts and generating fund financial statements, updating this schedule for additional
borrowings made and posting any repayments previously authorized by the City Council, and
then bringing that information back to the City Council with possible recommendations from
the Clerk as to possible further repayments to be made keeping in mind future cash ﬂow

needs of each fund




