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INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and
Members of the City Council

City of Alton, lowa

Alton, lowa

We have audited the accompanying financial statements of the governmental activities, the
business type aclivities, each major fund and the aggregate remaining fund information of the
City of Alton, lowa, as of and for the year ended June 30, 2011, which collectively comprise the
City’s basic financial statements as listed in the table of contents. These financial statements are
the responsibility of the City of Alton’s management. Our responsibility is to express opinions on
these financial statements based on our audit.

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

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective cash basis financial position of the governmental activities, the business type
activities, each major fund and the aggregate remaining fund information of the City of Alton, as
of June 30, 2011 and the respective changes in cash basis financial position for the year then
ended in conformity with the basis of accounting described in Note 1.

in accordance with Government Auditing Standards, we have also issued our report dated
November 23, 2011 on our consideration of the City of Alton’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 4
through 8 and 23 and 24 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
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. We have applied certain limited procedures to the required supplementary information in



accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management's responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence {o express an opinion
or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Alton’s financial statements as a whole. The combining
nonmajor fund financial statements are presented for purposes of additional analysis and are not
a required part of the financial statements. The combining nonmajor fund financial statements are
the responsibility of management and were derived from and relate directly fo the underlying
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated
in all material respects in relation to the financial statements as a whole.

Wb%&/nwd/ ’%('

Certified Public Accountants

November 23, 2011
Le Mars, lowa



CITY OF ALTON, IOWA
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2011

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

2011 FINANCIAL HIGHLIGHTS

¢ Receipts of the General Fund increased $47,491 due {o increased property tax and library
receipts.

e Disbursements of the General Fund increased $12,315 for fiscal year 2011.
e The City's total General Fund cash basis net assets increased $11,060 for fiscal year 2011.

e The City contributed $300,000 to Alton Economic Development Cerporation for infrastructure
improvements to the Fairview Meadow addition.

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

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

The City’'s Basic Financial Statements consist of a Government Wide Statement of Activities and Net
Assets — Cash Basis. This statement provides information about the activities of the City as a whole
and presents an overall view of the City’s finances.

Statements of Cash Receipts, Disbursements, and Changes in Cash Balances for Governmental
Funds and Proprietary Funds provides information at the fund level. Fund financial statements
report the City’'s operations in more detail than the government-wide statement by providing
information about the most significant funds.

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

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

Other Supplementary Information provides detailed information about the City’s nonmajor
governmental funds.

BASIS OF ACCOUNTING

The City maintains its financial records on the basis of cash receipts and disbursements and the
financial statements of the City are prepared on that basis. The cash basis of accounting does not
give effect to accounts receivable, accounts payable and accrued items. Accordingly, the financial
statements do not present financial position and results of operations of the funds in accordance with
U.S. generally accepted accounting principles. Therefore, when reviewing the financial information
and discussion within this annual report, the reader should keep in mind the limitations resulting from
the use of the cash basis of accounting.



REPORTING THE CITY’S FINANCIAL ACTIVITIES

One of the most important questions asked about the City’s finances is, “Is the City as a whole better
off or worse off as a result of the year's activities?” The Statement of Activities and Net Assets —
Cash Basis reports information which helps answer this question.

The statement of activities and net assets presents the City’s net assets. Over time, increases or
decreases in the City’s net assets may serve as a useful indicator of whether the financial position of
the City is improving or deteriorating.

The statement of activities and net assets is divided into two kinds of activities:

e Governmental activities include public safety, public works, health and social services,
culture and recreation, community and economic development, general government, debt
service, and capital projects. Property tax, state and federal grants, and charges for
services finance most of these activities.

¢ Business-type activities include the electric, water, sewer and gas utilities. These activities
are financed primarily by user charges.

Fund Financial Statements
The City has two kinds of funds:

1) Governmental funds account for most of the City’s basic services. These focus on how money
flows into and out of those funds, and the balances at year-end that are available for spending. The
governmental funds include: 1) the General Fund, 2) the Special Revenue Funds, such as Road Use
Tax and Tax Increment Financing, 3) the Debt Service Fund, and 4) the Capital Projects Funds. The
governmental fund financial statements provide a detailed, short-term view of the City’s general
government operations and the basic services it provides. Governmental fund information helps
determine whether there are more or fewer financial resources that can be spent in the near future to
finance the City’s programs.

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

2) Proprietary funds account for the City's Enterprise Funds. Enterprise Funds are used to report
business type activities. The city maintains four Enterprise Funds fo provide separate information for
the Water Fund, Electric Fund, Sewer Fund and Gas Fund.

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

GOVERNMENT-WIDE FINANCIAL ANALYSIS
Net assets may serve over time as a useful indicator of financial position. The City’s cash balance for

governmental activities decreased from a year ago, to $677,901 from $981,721. The analysis that
follows focuses on the changes in cash balances for governmental activities.



Changes in Cash Basis Net Assets of Governmental Activities

Year Ended June 30,
2011 2010
Receipts:
Program Receipts:
Charges for SEIVICE ...t a e $ 110,413 $ 274,062
Operating Grants & Contributions ........o.oooocviie e, 159,811 138,329
General Receipts
PrOPertY TaX oottt e 408,906 361,505
Tax Increment Financing Collections ..o 291,157 340,020
Local Option Sales TaX.....ocoviiiiee e 122,252 112,859
Special ASSESSMENTS ..o 25,442 -
1) (111 SO U OO RN UETPURROR 10,017 22,501
Other General ReCeIPIS ...ooooviiie e 21,841 30,404
SalE Of ASSEIS ...t e et neaea s 900 -
Proceeds from Debt ... - 1,407,560
Total Receipts 1,125,297 2,685,330
Disbursements:
PUDliC Safety .o s 161,462 143,285
PUBHC WWOTKS e 197,230 191,380
Health and Social ServVICES ...t e s s e e e ee e e e e e erereaeas 1,470 400
Culture and ReCreation ..ot e e eseee e e e e e ereeaeens 144,356 136,573
Community and Economic Development ......oooc i 342,510 90,236
General GOVEIMMENT ... 92,994 94 876
DD SEIVICE ..ot e e et e e r ettt aa e e e e enas 371,327 963,210
Capital ProjeCtS.......oiiieei ettt 53,880 761,105
Total Disbursements 1,365,239 2,381,065
Increase in Cash Basis Net Assets Before Transfers (239,942) 304,265
NEE TFANSTEIS .ovovieiii e e e et e e e e e s s (63,878) (140,296)
Cash Basis Net Assets ~ Beginningof Year...........ccoovicciiiiincnnne. 054,198 790,229
Prior Period Adjustment ... e 27,523 -
Cash Basis Net Assets — Beginning of Year Restated ............ccccoocone. 981,721 790,229
Cash Basis Net Assets ~End of Year......ooooveeeeieeeieeee e $ 677,901 $ 954,198
Changes in Cash Basis Net Assets of Business Type Activities
2011 2010
Receipts:
Operating Receipts:
VBT oot e e a e e e e ee e et e e e e e e s enanes $ 206,342 $ 205,470
B ECITIC oo et e e e 871,462 828,449
ST .. eeeeieie et e et er e e e e e e e e ra e ar e r e aneaan e e e e eratbarrraeaaaans 107,176 104,400
[ 7= 1 UTORRURUR 528,666 891,518
1Y (=) (= TR ORI 22,657 41,408
Total Receipts 1,736,303 2,071,245
Disbursements:
Operating Disbursements:
VBT oot e e e e e et r e et e e e aans 235,020 208,944
EIBCIIC oot s r e er e re s e e e s et e et aae e aas 864,527 855,555
B BT ettt 149,530 109,645
GBS ottt e e oottt etee s ea et aabateeaneaaeatantrrarreataaeeaeaanrrrraes 474,006 737,714
Total disbursements 1,723,083 1,911,858
Net Change in Cash Basis Net Assets, Before Transfers.......cccccoiveeie 13,220 159,387
Nt TTaNS OIS oo et 63,878 140,296
Cash Basis Net Assets — Beginning of Year .......c.cocoecivv i 1,744,847 1,445,164
Cash Basis Net Assets —End of Year.......coooveeeee v $ 1,821,945 $ 1,744,847




INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS

As the City of Alton completed the year, its governmental funds reported a combined fund balance of
$677,901, a decrease of $303,820 over last year’s total of $981,721. The following are the major reasons for
the changes in fund balances of the major funds from the prior year.

e The City contributed $300,000 fo Alton Economic Development Corporation for infrastructure
improvements to the Fairview Meadow addition.

¢ The debt service fund had a $30,056 decrease in cash balances. Last year this fund had a $29,795
increase in cash balances. In fiscal year 2011 no additional debt was issued or refinanced. During
fiscal year 2010 some debt was refinanced in the debt service fund.

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

As the City of Alton completed the year, its business type funds reported a combined fund balance of
$1,821,945, an increase of $77,098 over last year’s total of $1,744,847. The following are the major reasons
for the changes in fund balances of the business type funds from the prior year.

e A significant portion of the fund balance increase was due to transfers from governmental funds for
debt repayments. The City of Alton will make loans from business type funds to governmental funds
for TIF district improvements.

e Gas Fund revenue decreased $362,852 due to less usage by commercial users. Gas consumption
decreased around 40% for fiscal year 2011.

Overall, receipts and disbursements were similar between fiscal years 2011 and 2010 except for the Gas
Fund as described above.

BUDGETARY HIGHLIGHTS
Over the course of the year, the City amended its budget once. This amendment was approved on May 31,

2011 and resulted in an increase in budgeted disbursements of $353,400.

DEBT ADMINISTRATION
A comparison of the City’s debt outstanding at June 30, 2011 to June 30, 2010 follows:

Year Ended June 30,

2011 2010
G.O. Bonds and NOES ....oooooeie et ee e $ 2,040,000 $ 2,330,000
Water Revenue BONAS ...t 83,000 89,000
Gas Revenue BONGS ..o ettt 880,000 680,000
Total $ 2,803,000 $ 3,089,000

ECONOMIC FACTORS
The City purchased a $25,987 pickup for the natural gas and electric utilities.

The City worked with a party to purchase a building owned by a non-profit organization, and start up an
investment business.

The City developed Fairview Meadows Housing development funding it with loans from the City’'s utilities.
There are only three lots remaining of 24 lots.

The City of Alton has entered into a development agreement with the Alton Economic Development
Corporation to develop 30 acres of land for housing. Expenses will be reimbursed through TIF. Fairview



Meadows Second Addition Phase | has 23 lots and Phase 2 an additional 21. Phase | is complete, with 5 lots
sold, and 5 homes being constructed. The AEDC will develop Fairview Meadows Second Addition Phase |i
at a later date. Any proceeds in excess of expense will be used for economic development within Alton, in
the future. The City of Alton maintains an Option for Purchase of an additional 45.53 acres adjacent to
Fairview Meadows Second Addition.

Prairies Edge is a private housing development with 12 lots. 2 lots were previously sold and homes
constructed. A third lot is sold and a home is being constructed along with an outbuilding.

The City maintains an Option for Purchase of 15 more acres of developed property within the industrial Park.
All streets and infrastructure are in place.

The private phone, internet, and cable company that operates in Alton has begun a project to upgrade the
entire town to fiber optic communications.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the City’'s finances and to show the City’s accountability for the money it receives. If you have
questions about this report or need additional information, contact Dale Oltmans, City Administrator, Alton,
lowa.



CITY OF ALTON, IOWA
STATEMENT OF ACTIVITIES AND NET ASSETS - CASH BASIS
For the Year Ended June 30, 2011

Program Receipts

Charges for ~ Operating Grants

Functions/Programs Disbursements Services and Coniributions

Primary Government:
Governmental Activities:

Public Safety $ 161,462 $ 19,146 § -
Public Works 197,230 65,615 134,133
Health and Social Services 1,470 - -
Culture and Recreation 144,356 12,374 23,521
Community and Economic Development 342,510 - 2,157
General Government 92,994 13,278 -
Capital Outlay 53,890 - -
Debt Service:
Principal 280,000 - -
Interest 81,327 - -
Total Governmental Activities 1,365,239 110,413 159,811
Business-Type Activities:
Electric Utility 864,527 871,462 -
Sewer Utility 149,530 107,176 -
Water Utility 235,020 206,342 -
Gas Utility 474,006 528,666 -
Total Business-Type Activities: 1,723,083 1,713,646 -
Total Primary Government $ 3,088,322 $§ 1,824,059 § 159,811

General Receipts:
Property taxes
Tax Increment Financing
Local Option Sales Tax
Interest
Sale of Assets
Miscellaneous
interfund Transfers
Total general receipts and transfers
Change in cash basis net assets
Net assets cash basis - beginning
Prior period adjustment
Net assets-beginning, restated
Net assets cash basis - ending

Cash Basis Net Assets
Restricted:

Streets

Urban Renewal Purpose

Debt Service

Capital Projects

Local Option Sales Tax

Employee Benefits
Unrestricted

Total Cash Basis Net Assets

See Accompanying Notes to Financial Statements
9



Net (Disbursements) Receipis
and Changes in Net Assets

Governmental Business-Type
Activities Activities Total

(142,316) $ (142,316)
2,518 2,518
(1,470) (1,470)
(108,461) (108,461)
(340,353) {340,353)
(79,716) (79,716)
(53,890) (53,890)
(290,000) (290,000)
(81,327) (81,327)
(1,095,015) (1,095,015)
$ 6,935 6,935
(42,354) (42,354)
(28,678) (28,678)

54,660 54,660
(9,437) (9,437)
(1,095,015) {9,437) (1,104,452)
408,906 - 408,906
291,157 - 291,157
122,252 - 122,252
10,017 22,657 32,674
900 - 900
21,841 - 21,841
(63,878) 63,878 -
791,195 86,535 877,730
(303,820) 77,098 (226,722)
954,198 1,744,847 2,699,045
27,623 - 27,523
981,721 1,744,847 2,726,568
677,901 1,821,845 2,499,846
88,946 - 88,946
35,437 - 35,437
35,669 75,800 111,469
181,605 - 181,605
122,252 - 122,252
1,761 - 1,761
212,231 1,746,145 1,858,376
677,901 $ 1,821,945 $ 2,499,846

See Accompanying Notes to Financial Statements
10



CITY OF ALTON, IOWA

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS
AND CHANGES IN CASH BALANCES

Governmental Funds

For the Year Ended June 30, 2011

Special Revenue

Capital Project

Tax Increment Residential Capital
General Financing Development Equipment
Recelpts:
Property Taxes $ 241,957 $ - 3 - % -
TIF Revenue - 222,665 - -
Licenses and Permits 13,278 - - -
Intergovernmentat 34,672 - - -
Charges for Services 76,964 - - -
Sale of Lots - - 900 -
Special Assessments - - - -
Rental of City Property 8,115 - - -
Interest on Investments 5,438 1,436 773 759
Miscellaneous 24,778 - - -
Total Receipts 405,203 224,101 1,673 759
Disbursements:
Public Safety 159,542 - - -
Public Works 83,551 - - -
Health and Social Services 1,020 - - -
Culture and Recreation 134,552 - - -
Community and Economic Development 17,500 1,747 318,836 -
General Government 79,272 - - -
Capital Quilay - - 27,594 26,296
Debt Service:
Principal Retirement - - - -
Interest - - - -
Total Disbursements 475,437 1,747 346,430 26,296
Excess (Deficiency) of Receipts to Disbursements (70,234) 222,354 (344,757) (25,637)
Other financing sources (uses):
Transfers In 117,417 - 21,618 51,000
Transfers Out (36,123) {219,300) - -
Total other financing sources (uses) 81,294 {219,300) 21,618 51,000
Net Change in Cash Balances 11,060 3,054 (323,139) 25,463
Cash Balances Beginning of Year 173,648 22,320 330,722 43,673
Prior Period Adjustment 27,523 - - -
Cash Balances Beginning of Year, Restated 201,171 22,320 330,722 43,673
Cash Balances End of Year $ 212,231 $ 25374 $ 7,583 % 69,136
Cash Basis Fund Balances:
Restricted for:
Debt service $ - § - § - $ -
Economic Development - 25,374 - -
Streets - - - -
Employee Benefits - - - -
Other Purposes - - - -
Assigned to:
Capital Equipment - - - 69,136
Capital improvements - - 7.583 -
Library 31,602
Unassigned: 180,629 - - -
$ 212,231 § 25374 § 7,583 § 69,136

See Accompanying Notes to Financial Statements
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Other Nonmajor Total

Debt Governmental  Governmental
Service Funds Funds
151,948 $ 15,001 § 408,906
- 68,492 291,157
- - 13,278
- 230,943 265,615
- - 76,964
- - 900
25,442 - 25,442
- - 8,115
1,346 264 10,017
- 125 24,903
178,736 314,825 1,125,297
- 1,920 161,462
6,711 106,968 197,230
450 - 1,470
- 9,804 144,356
450 3,977 342,510
- 13,722 92,994
- - 53,890
290,000 - 290,000
81,327 - 81,327
378,938 136,391 1,365,239
(200,202) 178,434 (239,942)
170,146 36,479 396,660
- {205,115) (460,538)
170,146 (168,636) (63,878)
(30,056) 9,798 (303,820)
65,725 318,110 954,198
- - 27,623
65,725 318,110 981,721
35669 § 327,908 $ 677,901
35,668 $ - 8 35,669
- 10,063 35,437
- 88,946 88,946
- 1,761 1,761
- 122,252 122,252
- - 69,136
- 104,886 112,469
31,602
- - 180,628
35,669 § 327,908 § 677,901

See Accompanying Notes to Financial Statements
12



CITY OF ALTON, IOWA

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

Proprietary Funds

For the Year Ended June 30, 2011

Enterprise Funds

Electric Water
Utility Utility
Operating Receipts:
Charges for Services 871,462 3 206,342
Total Operating Receipts 871,462 206,342
Operating Disbursements:
Operating Disbursements 848,078 164,861
Capital Outlay 16,449 61,489
Total Operating Disbursements 864,527 226,350
Excess (Deficiency) of Receipts Over Disbursements 8,935 (20,008)
Non-Operating Receipts (Disbursements):
interest Income 10,875 4,931
interest Expense - (2,670)
Principal Payments - (6,000)
Total Non-Operating Receipts (Disbursements) 10,875 (3,739)
Excess (Deficiency) of Receipts Over Disbursements 17,810 (23,747)
Transfers in 152,976 16,644
Transfers Out {10,000) {17,809)
Change in Cash Balances 160,786 (24,912)
Cash Balances Beginning of Year 736,018 371,384
Cash Balances End of Year 896,804 346,472
Cash Basis Net Assets
Restricted for Debt Service - -
Unrestricted 896,804 346 472
Total Cash Basis Net Assets 896,804 3 346,472

See Accompanying Notes to Financial Statements

13



Enterprise Funds

Sewer Gas
Utility Utility Total
107,176 528,666 1,713,646
107,176 528,666 1,713,646
89,960 420,864 1,623,763
59,570 13,022 150,530
149,530 433,886 1,674,293
{42,354) 94,780 39,353
4,050 2,801 22,657
- (40,120) (42,790)
- - (6,000)
4,050 (37,319) (26,133)
(38,304) 57,461 13,220
17,183 2,389 189,192
(17,809) (79,696) (125,314)
(38,930) (19,846) 77,098
356,706 280,739 1,744,847
317,776 260,893 1,821,945
- 75,800 75,800
317,776 185,093 1,746,145
317,776 $ 260,893 1,821,945

See Accompanying Notes to Financial Statements
14



CITY OF ALTON, IOWA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

Note 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Alton is a political subdivision of the State of lowa located in Sioux County. it was first
incorporated in 1883 and operates under the Home Rule provisions of the Constitution of lowa.
The City operates under the Mayor-Council form of government with the Mayor and Council
Members elected on a non-partisan basis. The City provides numerous services to citizens
including public safety, public works, culture and recreation, health and social services,
community and economic development and general government services. The City also provides
water, sewer, electrical, and natural gas utilities for its citizens.

A. Reporting Entity

For Financial reporting purposes, the City of Alton has included all funds, organizations,
account groups, agencies, boards, commissions and authorities. The City has also
considered all potential component units for which it is financially accountable, and other
organizations for which the nature and significance of their relationship with the City are
such that exclusion would cause the City's financial statements to be misleading or
incomplete. The Governmental Accounting Standards Board has set forth criteria to be
considered in determining financial accountability. These criteria include appointing a
voting majority of an organization’s governing body, and (1) the ability of the City to
impose its will on that organization or (2) the potential for the organization to provide
specific benefits to, or impose specific financial burdens on the City. The City of Alton
has no component units which meet the Governmental Accounting Standards Board
criteria.

Jointly Governed Organizations

The City also 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 nc ongoing financial interest or responsibility by the participating governments.
City officials are members of the following boards and commissions: County Emergency
Management Commission, Northwest lowa Solid Waste, Northwest lowa Economic
Development Coalition, and Northwest lowa Regional Housing Authority.

B. Basis of Presentation

Government-wide Financial Statements — The Statement of Activities and Net Assets
reports information on all of the nonfiduciary activities of the City. The effect of interfund
activity has been removed from these statements. Governmental activities, which are
supported by tax and intergovernmental revenues, are reported separately from business
type activities, which rely to a significant extent on fees and charges for services.

The Statement of Activities and Net Assets presents the City's nonfiduciary net
assets. Net assets are reported in two categories:

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

Unrestricted net assets consist of net assets that do not meet the
definition of the preceding category. Unrestricted net assets often have
constraints on resources imposed by management, which can be
removed or modified.
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CITY OF ALTON, IOWA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

Note 1 ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Statement of Activities and Net Assets demonstrates the degree to which the
direct disbursements of a given function are offset by program receipts. Direct
disbursements are those clearly identifiable with a specific function. Program
receipts include (1) charges to customers or applicants who purchase, use or
directly benefit from goods, services or privileges provided by a given function
and (2) grants, contributions and interest on investments restricted to meeting the
operational or capital requirements of a particular function. Property tax and
other items not properly included among program receipts are reported instead
as general receipts.

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

The City reports the following major governmental funds:

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

Tax Increment Financing Fund is used to account for tax increment financing
collections and the repayment of tax increment financing indebtedness.

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

Capital Project:

Residential Development Fund is utilized to account for the development of
Fairview Meadows housing subdivision.

Capital Equipment Fund is used to accumulate resources used for equipment
acquisitions.

The City reports the following major proprietary funds:

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

The Sewer Fund accounts for the operation and maintenance of the City's waste
water treatment and sanitary sewer system.

The Electric Fund accounts for the operation and maintenance of the City’s
electric system.

The Gas Fund accounts for the operation and maintenance of the City’s gas
system.
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CITY OF ALTON, IOWA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

Note 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Measurement Focus and Basis of Accounting

The City of Alton maintains its financial records on the basis of cash receipts and
disbursements which is an other comprehensive basis of accounting 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 other accrued items as well as
fixed assets. 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.

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

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 disbursements not meeting this definition are
reported as non-operating receipts and disbursements.

D. Governmental Cash Basis Fund Balances

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

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

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

E. Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required
Supplementary Information. During the year ended June 30, 2011, disbursements
exceeded the amount budgeted in Public Works and Community and Economic
Development functions.

Note 2 - CASH AND POOLED INVESTMENTS

The City’s deposits at June 30, 2011 were entirely covered by Federal depository insurance, or
by the state sinking fund in accordance with Chapter 12C of the Code of lowa. This chapter
provides for additional assessments against the depositories to insure there will be no loss of
public funds.

The City is authorized by statute to invest public funds in obligations of the United States
government, its agencies and instrumentalities; certificates of deposit or other evidences of
deposit at federally insured depository institutions approved by the City Council and the Treasurer
of the State of lowa; prime eligible bankers acceptances; certain high-rated commercial paper;
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CITY OF ALTON, IOWA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

Note 2 — CASH AND POOLED INVESTMENTS (CONTINUED)

perfected repurchase agreements; certain registered open-end management investment
companies; certain joint investment trusts; and warrants or improvement certificates of a drainage
district.

The City had no investments at June 30, 2011; however the City’s time deposits were as follows:

Maturities
Nonnegotiable Certificates of Deposit 10/12/2011-7/6/2012 $ 395,020

Interest Rate Risk — The City’s investment policy limits the investment of operating funds (funds
expected to be expended in the current budget year or within 15 months of receipt) to instruments
that mature within 397 days. Funds not identified as operating funds may be invested in
investments with maturities longer than 397 days, but the maturities shall be consistent with the
needs and use of the City.

NOTE 3 —- BONDS AND NOTES PAYABLE

The City's computed legal debt limit as of June 30, 2011, is $3,155,726 of which $2,040,000 is
committed for outstanding general obligation debt.

The following is a summary of bond transactions of the City for the year ended June 30, 2011:

Governmental Business-Type
Activities Activities
Bonds and Notes Bonds and Notes
Payable by Debt Paid by Enterprise
Service Fund Funds
Primary Government
Bonds and notes payable July 1, 2010 $ 2,330,000 $ 769,000
Plus: bonds and notes issued - -
Less: payments (290,000} (6,000)
Bonds and notes payable June 30, 2011 2,040,000 763,000
Due within one year 3 290,000 $ 26,000
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CITY OF ALTON, IOWA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 3 - BONDS AND NOTES PAYABLE (CONTINUED)

The City of Alton had the following outstanding bonds as of June 30, 2011:

Final Amount Cutstanding
Date of Interest Due Originally June 30, Due Within
Bond/Note Issue Rate Date  Annual Payments Issued 2011 One Year
General Obligation-
Series 2009A 09/23/09  3.00-4.05% 2020  $55,000 - $85,000 $ 725000 $ 670,000 $ 65,000
General Obligation-
Series 2010 06/01/10 1.5-3.05% 2017  $70,000 - $150,000 680,000 530,000 140,000
General Obligation-
Hospital 11/14/05  3.40-4.85% 2025 $20,000 - $35,000 500,000 400,000 20,000
General Obligation-
Paving 06/26/07 4.00-4.45% 2017 $60,000 - $80,000 685,000 440,000 65,000
Water Revenue
Bond 10/15/03 3.00% 2023 $5,000 - $8,000 125,000 83,000 6,000
Gas Revenue Bond  03/24/08 5.90% 2029  $20,000 - $60,000 680,000 680,000 20,000
Total Bonds Due $ 3,395,000 $ 2,803,000 $ 316,000

Annual debt service requirements to maturity of General Obligation Bonds and Notes, revolving
loan fund loans, special assessment notes and Revenue Capital Loan Notes are as follows:

Year Ending Series 2009A Series 2010 Hospital Project Industrial Park
June 30 10" Street Bond GO Bond Bond Paving Bond Total Governmental
Principal Interest Principal Interest Principal interest Principal Interest Principal Interest
2012 $ 65,000 $23,430 $ 140,000 $ 12,140 $ 20,000 $ 18,133 $ 65,000 $19,058 $ 290,000 $72,761
2013 65,000 21,480 130,000 9,690 20,000 17,333 70,000 16,328 285,000 64,831
2014 65,000 19,400 60,000 7,090 25,000 16,513 70,000 13,353 220,000 56,356
2015 70,000 17,320 60,000 5,680 25,000 15,463 75,000 10,343 230,000 48,806
2016 75,000 15,080 70,000 4,270 25,000 14,388 80,000 7,080 250,000 40,818
2017-2021 330,000 32,770 70,000 2,136 145,000 53,828 80,000 3,560 625,000 92,294
2022-2025 - - - - 140,000 16,800 - - 140,000 16,800
Total $670,000 $129,480 $530,000 $41,006  $400,000 $152,458  $440,000 $69,722  $2,040,000 $392,666

Year Ending Gas Utility Water Revenue Total Business
June 30 Revenue Note Bond Type Funds

Principal Interest Principal Interest Principal Interest

2012 $ 20,000 $ 40,120 $6,000 $2,490 $ 26,000 $42610
2013 25,000 38,940 6,000 2,310 31,000 41,250
2014 25,000 37,465 6,000 2,130 31,000 39,595
2015 25,000 35,990 6,000 1,950 31,000 37,940
2016 30,000 34,515 7,000 1,770 37,000 36,285
2017 - 2021 165,000 145,140 36,000 5,700 201,000 150,840
2022 - 2026 220,000 90,565 16,000 720 236,000 91,285
2027 - 2031 170,000 20,355 - - 170,000 20,355
Total $ 680,000 $ 443,090 $ 83,000 $17,070 $ 763,000 $460,160
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CITY OF ALTON, IOWA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 3 - BONDS AND NOTES PAYABLE (CONTINUED)

The City has pledged future water customer receipts, net of specified operating disbursements, to
repay $125,000 of water revenue bonds issued in October 2003. Proceeds from the bonds
provided financing for the construction of water main extensions. The bonds are payable solely
from water customer net receipts and are payable through 2023. The total principal and interest
remaining to be paid on the bond is $100,070. For the current year, principal and interest paid
and total customer net receipts were $8,670 and $41,481, respectively.

The City has pledged future gas customer receipts, net of specified operating disbursements, to
repay $680,000 of gas revenue bonds issued in March 2009. Proceeds from the bonds provided
financing for construction of the City’s gas infrastructure. The bonds are payable solely from gas
customer net receipts and are payable through 2029. The total principal and interest remaining to
be paid on the bond is $1,123,090. For the current year, principal and interest paid and total
customer net receipts were $40,120 and $107,802, respectively.

The resolution providing for the issuance of the gas revenue bond includes the following
provisions:

(a) The bond will only be redeemed from future earnings of the enterprise activity and the
bond holders hold a lien on the future earnings of the funds.

(b) Sufficient monthly transfers shall be made to the gas bond sinking accounts within the
Enterprise Funds for the purpose of making the bond principal and interest payments
when due.

(c) The Reserve Fund shall be used to maintain the Reserve Fund Requirement per the
resolution. In each month there shall be deposited in the Reserve Fund an amount equal
to 25% of the amount required by this Resolution to be deposited in such month in the
Sinking Fund.

(d) Additional monthly transfers of $500 to a Gas Improvement Fund within the Enterprise
Funds shall be made until specific minimum balances have been accumulated. Money in
this account shall be used solely for the purpose of paying the cost of capital
maintenance expenses or repairs o the System, including metering and billing systems,
if necessary. Whenever it shall become necessary to so use the money in the
Improvement Fund, the payments required above shall be continued or resumed until it
shail have been restored {o the required minimum amount.

NOTE 4 — PENSION AND RETIREMENT BENEFITS

The City contributes to the lowa Public Employees Retirement System (IPERS) which is a cost-
sharing multiple-employer defined benefit pension plan administered by the State of lowa. IPERS
provides retirement and death benefits which are established by State statute to plan members
and beneficiaries. [IPERS issues a publicly available financial report that includes financial
statements and required supplementary information. The report may be obtained by writing to
IPERS, P.O. Box 9117, Des Moines, lowa, 50306-9117.

The City’s payroll for employees covered by the System for the year ended June 30, 2011 was
$312,402. The total City payroll for the fiscal year was $353,672. All full-time City employees are
eligible to participate in IPERS. Benefits vest after 4 years (or 16 quarters) of service or when the
employee attains the age of 55, whichever comes first. Employees are eligible to retire at or after
age 55 and are entitled to an annual retirement benefit, payable monthly for life, in an amount
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CITY OF ALTON, IOWA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 4 — PENSION AND RETIREMENT BENEFITS (CONTINUED)

calculated on an average of their highest 3 year average salary. IPERS also provides death and
disability benefits.

Most regular plan members are required to contribute 4.50% of their annual covered salary and
the City is required to contribute 8.95% of annual covered payroll. Contribution requirements are
established by State statute. The City’s contribution to IPERS for the years ended June 30, 2011,
2010, and 2009 were $21,712, $20,053, and $18,323, respectively, equal to the required
contributions for each year.

NOTE 5 — RISK MANAGEMENT

The City of Alion is exposed to various risks of loss related to torts; theft, damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
City of Alton assumes liability for any deductibles and claims in excess of coverage limitations.
These risks are covered by the purchase of commercial insurance. Setlled claims from these

risks have not exceeded commercial insurance coverage in any of the past three fiscal years.

NOTE 6 — INTERFUND TRANSFERS

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

Transfers
QOut Nonmajor
Transfers In General TIF Governmental Electric Water Sewer Gas Total
General 3 - 8 - 8 117,417 % - % -8 - $ - $117,417
Debt Service - 163,479 6,667 - - - - 170,146
Capital Equipment 20,000 - - 10,000 7,000 7,000 7,000 51,000
Residential

Development - - - - 10,809 10,809 - 21,618
Nonmajor -

Governmental - - 36,479 - - - 36,479
Electric 16,123 38,620 25,537 - - - 72,696 152,976
Water - 1,911 14,733 - - - - 16,644
Sewer - 12,901 4,282 - - - - 17,183
Gas - 2,389 - - - - - 2,389
Total $ 36,123 $219,300 3 2051156 § 10,000 $ 17,809 $ 17,808 $79,696 $585,852

Transfers are used to:

1.

Move revenues from the fund that statute or budget requires to collect them to the fund
that statute or budget requires to expend them.

Move revenues restricted to debt service from the fund collecting the revenues to the
debt service fund as debt service payments become due.

TIF transfers are used to repay debt obligations from enterprise funds.
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CITY OF ALTON, IOWA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 7 — ACCOUNTING CHANGE / RESTATEMENT

Governmental Accounting Standards Board Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions, was implemented during the year ended June 30, 2011.
The effect of fund type reclassifications is as foliows:

Capital Equipment General
Balances June 30, 2010, as previously reported $ - $ 217,321
Change in fund type classification per implementation
of GASB Statement No. 54 43,673 {43,673)
Balances July 1, 2010, as restated 3 43,673 3 173,648

NOTE 8 — PRIOR PERIOD ADJUSTMENT AND RESTATEMENTS
It was determined that the City of Alton’s library activity was omitted from the general fund activity

in the prior year. To correct this error, the beginning general fund balance of $173,648, as
originally reported, has been increased to $201,171 to reflect the libraries prior year activity.
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CITY OF ALTON, IOWA
REQUIRED SUPPLEMENTAL INFORMATION
BUDGETARY COMPARISON SCHEDULE OF RECEIPTS,

DISBURSEMENTS AND CHANGES IN BALANCES BUDGET AND ACTUAL
{CASH BASIS)- ALL GOVERNMENTAL FUNDS AND PROPRIETARY FUNDS

For the Year Ended June 30, 2011

Governmental Proprietary Final to
Funds Funds Total Budgeted Amounts Total
Actual Actual Actual Original Final Variance
Receipts:
Property Taxes $ 408,906 $ - 8 408,908 §$ 407,533 $ 407,533 § 1,373
TIF Revenue 291,157 - 281,157 284,530 284,530 6,627
Licenses and Permits 13,278 - 13,278 14,075 14,075 (797)
Intergovernmental 265615 - 265,615 372,297 372,297 (106,682)
Charges for Services 76,964 1,713,646 1,790,610 1,806,698 1,806,698 (16,088)
Sale of Lots 800 - 800 - - 900
Special Assessments 25,442 - 25,442 16,415 16,415 9,027
Rental of City Property 8,115 - 8,115 - - 8,115
Interest on Investments 10,017 22,857 32,674 69,750 69,750 (37,076)
Miscellaneous 24,903 - 24,903 25,050 25,050 (147)
Total Receipts 1,125,297 1,736,303 2,861,600 2,996,348 2,996,348 (134,748)
Disbursements
Public Safety 161,462 - 161,462 153,809 170,709 9,247
Public Works 197,230 - 197,230 197,056 197,056 (174)
Health and Social Services 1,470 - 1,470 11,000 11,000 9,530
Culture and Recreation 144,356 - 144,358 139,648 146,848 2,492
Community and Economic Development 342,510 - 342,510 27,606 47,606 (294,904)
General Government 92,994 - 92,994 97,296 102,896 9,902
Capital Projects 53,890 - 53,890 190,000 190,000 136,110
Debt Service 371,327 - 371,327 371,648 373,148 1,821
Business Type / Enterprises - 1,723,083 1,723,083 1,885,354 2,085,354 362,271
Total Disbursements 1,365,239 1,723,083 3,088,322 3,073,217 3,324,617 236,295
Excess (deficiency) of receipts over disbursements (239,842) 13,220 (226,722} (76,869) (328,269) 101,547
Other financing sources (uses):
Transfers In 396,660 189,192 585,852 475,767 577,767 8,085
Transfers (Out) (460,538} (125,314) (585,852) (475,767) (577,767) (8,085)
Total other financing sources {uses) (63,878) 63,878 - - - -
Excess (deficiency) of receipts and other financing sources
over disbursements and other financing uses (303,820) 77,098 (226,722) (76,869) (328,269) 101,547
Balances Beginning of Year 981,721 1,744,847 2,726,568 2,726,568 2,726,568 -
Baiances End of Year $ 677,901 $ 1,821,845 § 2,499,846 $2,649699 % 2,398,299 $ 101,547
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CITY OF ALTON, IOWA
NOTES TO REQUIRED SUPPLEMENTARY 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 resuiting from not being able to present budgetary
comparisons for the General Fund and each major Special Revenue Fund.

In accordance with the Code of lowa, the City Council annually adopts a budget on the cash
basis following required public notice and hearing for all funds. 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 or fund type. These nine functions are: public safety, public works, health
and social services, culture and recreation, community and economic development, general
government, debt service, capital projects, and business type activities. Function disbursements
required to be budgeted include disbursements for the General Fund, Special Revenue Funds,
Debt Service Fund, Capital Projects Funds, and Proprietary Funds. Although the adopted budget
document presents function disbursements by fund, the legal level of control is at the aggregated
function level, not by fund. During the year, one budget amendment increased budget
disbursements by $353,400. The budget amendment is reflected in the final budgeted amounts.
During the year ended June 30, 2011, disbursements exceeded the amounts budgeted in the
Public Works and Community and Economic Development functions.
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CITY OF ALTON, IOWA

COMBINING SCHEDULE OF CASH RECEIPTS AND DISBURSEMENTS AND CHANGES IN CASH BALANCES.

Governmental Nonmajor Funds
For the Year Ended June 30, 2011

Special Revenue Funds

Local
Road Use Employee Option Housing
Tax Benefits Sales Tax TIF
Receipts:
Property Taxes - % 15,001 $ - 8 -
TIF Revenue - - - 68,492
Intergovernmental 108,691 - 122,252 -
Interest on Investments - - - -
Miscellaneous - - - -
Total Receipts 108,691 15,001 122,252 68,492
Disbursements:
Public Safety - 1,920 - -
Public Works 87,115 19,853 - -
Culture and Recreation - 9,804 - -
Community and Economic Development - 3,921 - -
General Government - 13,722 - -
Total Disbursements 87,115 49,220 - -
Excess (Deficiency) of Receipts over Disbursements 21,576 (34,219) 122,252 68,492
Other financing sources (uses):
Transfers In - 12,000 - -
Transfers Out (12,000) - (112,859) (73,589)
Total other financing sources (uses) (12,000) 12,000 (112,859) (73,589)
Net Change in Cash Balances 9,576 (22,219) 9,393 (5,097)
Cash Balances Beginning of Year 79,370 23,980 112,859 15,160
Cash Balances End of Year 88,946 § 1,761 § 122,252 § 10,083
Cash Basis Fund Balances:
Restricted for:
Economic Development - % - 3 - % 10,063
Streets 88,946 - - -
Employee Benefits - 1,761 - -
Other purposes - - 122,252 -
Assigned to:
Capital Improvements - - - -
88,946 § 1,761 § 122,252 $ 10,063
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Capital Project Funds Total

Governmental
Housing Industrial Nonmajor
Parks & Trails Rehabilifation Park 40th Street Funds

$ -8 -3 -3 -8 15,001
- - - . 68,492

- - - . 230,943

264 - - - 264

125 - - - 125

389 - - - 314,825

- - - - 1,920
- - - - 106,968
- - - - 9,804
- 56 - - 3,977
- - - - 13,722

- 56 - - 136,391

389 (56) - - 178,434

- 24,479 - - 36,479
- (6,667) (205,115)

- 24,479 - (6,667) (168,636)

389 24,423 - (6,667) 9,798

21,257 55,659 3,158 6,667 318,110

$ 21646 $ 80,082 § 3,158 § - 8 327,908

$ -3 -3 -3 -8 10,063
- - - - 88,946
- - - - 1,761
- - . - 122,252

21,646 80,082 3,158 - 104,886

$ 21,646 § 80,082 § 3,158 § - 8 327,808
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Certified Public Accountants

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 Alton

Alton, lowa

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 Alton,
lowa, as of and for the year ended June 30, 2011, which collectively comprise the City of Alton’s
basic financial statements listed in the table of contents and have issued our report thereon dated
November 23, 2011. The financial statements were prepared on the cash basis of accounting
which is a comprehensive basis of accounting other than U.S. generally accepted accounting
principles. We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting:

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

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

A deficiency in internal control exists when the design or operation of the control does not aliow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. We consider the deficiencies described in the
accompanying Schedule of Findings as items 1I-A-11 and 1I-B-11 to be material weaknesses.

Compliance and Other Matters:

As part of obtaining reasonable assurance about whether the City of Alton’s financial statements
are free of material misstatement, we performed tests of its compiliance with certain provisions of
laws, regulations, contract and grant agreements, non-compliance 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 non-
compliance that are required to be reported under Government Auditing Standards. However, we
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noted certain immaterial instances of non-compliance or other matters that are described in Part
1t of the accompanying Schedule of Findings.

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

The City of Alton’s responses to findings identified in our audit are described in the accompanying
Schedule of Findings. We did not audit the City of Alton’s responses and, accordingly, we
express no opinion on them.

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

We would like to acknowledge the many courtesies and assistance extended to us by the

personnel of the City of Alton during the course of our audit. If you have any questions
concerning any of the above matters, we would be pleased to discuss them with you at your

convenience.
W/l <oy /C
Certified Public Accountdnts

Le Mars, lowa
November 23, 2011
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CITY OF ALTON, IOWA
SCHEDULE OF FINDINGS
FOR THE YEAR ENDED JUNE 30, 2011

Part | — Summary of the Independent Auditor’s Results:

(a)
(b)

(c)

Unqualified opinions were issued on the financial statements.

Significant deficiencies in internal control over financial reporting were disclosed
by the audit of the financial statements, including material weaknesses.

The audit did not disclose any non-compliance which is material to the financial
statements.

Part Il - Findings Related to the Financial Statements:

INSTANCES OF NON-COMPLIANCE:

No matters were reported.

SIGNIFICANT DEFICIENCIES:

H-A-11

-B-11

Financial Accounting — Segregation of Duties

Observation — The City accountant is involved in almost all phases of the finance
operations, including check preparation, preparation of journal entries, as well as
financial reporting and statements.

Recommendation — With a limited number of personnel, segregation of duties is
difficult. The City should implement management review procedures which we
feel would aid in improving the internal control of the City.

Response — The City feels that additional personnel would not be cost effective.
However, management will monitor transactions on a regular basis.

Conclusion — Response accepted.

Financial Reporting

Observation — During the audit, we identified transfers, and classification of
disbursements not recorded properly in the general ledger.

Recommendation — With limited personnel, the City should implement
procedures to ensure that all cash disbursements are properly identified and
recorded in the financial statements.

Response — The City will review disbursements in the future to ensure that they
are properly recorded in the financial statements.

Conclusion — Response accepted.
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CITY OF ALTON, IOWA
SCHEDULE OF FINDINGS
FOR THE YEAR ENDED JUNE 30, 2011

Part lll - Other Findings Related to Statutory Reporting

i1-A-11 Certified Budget — Disbursements during the year ended June 30, 2011
exceeded the amounis budgeted in the Public Works and Community and
Economic Development functions.

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

Response — The budget will be amended in the future, if applicable.
Conclusion — Response accepted.

1H-B-11 Questionable Disbursement — We noted no disbursements that did not meet
the requirements of public purpose as defined in the Attorney General’'s Opinion
dated April 25, 1979.

H-C-11 Travel Expense — No disbursements of City money for travel expenses of
spouses of City officials or employees were noted.

lii-D-11 Business Transactions — There were no business transactions between the
City and City officials or employees noted.

-E-11 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.

Iti-F-11 Councili Minutes — No transactions were found that we believe should have
been approved in the Council minutes but were not.

1-G-11 Revenue Notes — The City was in compliance with the requirements of its
revenue notes.

lil-H-11 Deposits and Investments — No instances of noncompliance with deposit and
investment provisions of Chapter 12B and 12C of the Code of lowa and the City’s
investment policies were noted.
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