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Independent Auditor's Report on Internal Control Over Financial 

Reporting and on Compliance and Other Matters Based on an 
Audit of Financial Statements Performed in Accordance With 

Government Auditing Standards 
 

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

We have audited the financial statements of the governmental activities, the business-type activities, each 
major fund, and the aggregate remaining fund information of the City of Davenport, Iowa (City) as of and 
for the year ended June 30, 2012, which collectively comprise the City’s basic financial statements and 
have issued our report thereon dated December 4, 2012. We conducted our audit in accordance with 
auditing standards generally accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the 
United States.  

Internal Control Over Financial Reporting 

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

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

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

However, we identified a certain deficiency in internal control over financial reporting, described in the 
accompanying schedule of findings and questioned costs identified as item 12-II-A, that we consider to be 
a significant deficiency in internal control over financial reporting. A significant deficiency, or combination 
of deficiencies, in internal control that is less severe than a material weakness, yet important enough to 
merit attention by those charged with governance. 
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Compliance and Other Matters 

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

Comments involving statutory and other legal matters about the City’s operations for the year ended 
June 30, 2012 are based exclusively on knowledge obtained from procedures performed during our audit 
of the basic financial statements of the City. Since our audit was based on tests and samples, not all 
transactions that might have had an impact on the comments were necessarily audited. The comments 
involving statutory and other legal matters are not intended to constitute legal interpretations of those 
statutes. 

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

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

 
Davenport, Iowa 
December 4, 2012  
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Independent Auditor's Report on Compliance With Requirements 
That Could Have a Direct and Material Effect on  

Each Major Program and on Internal Control Over 
Compliance in Accordance With OMB Circular A-133 

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

Compliance 

We have audited the City of Davenport, Iowa’s (City) compliance with the types of compliance 
requirements described in the OMB Circular A-133, Compliance Supplement, that could have a direct and 
material effect on the City’s major federal programs for the year ended June 30, 2012. The City's major 
federal programs are identified in the summary of auditor's results section of the accompanying schedule 
of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and 
grants applicable to each of its major federal programs is the responsibility of the City's management. Our 
responsibility is to express an opinion on the City's compliance based on our audit. 

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

In our opinion, the City complied, in all material respects, with the compliance requirements referred to 
above that could have a direct and material effect on each of its major federal programs for the year 
ended June 30, 2012.  

Internal Control Over Compliance  

Management of the City is responsible for establishing and maintaining effective internal control over 
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. 
In planning and performing our audit, we considered the City’s internal control over compliance with 
requirements that could have a direct and material effect on a major federal program in order to 
determine our auditing procedures for the purpose of expressing our opinion on compliance and to test 
and report on internal control over compliance in accordance with OMB Circular A-133, but not for the 
purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, 
we do not express an opinion on the effectiveness of the City's internal control over compliance. 
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A deficiency in internal control over compliance exists when the design or operation of a control over 

compliance does not allow management or employees, in the normal course of performing their assigned 

functions, to prevent or detect and correct noncompliance with a type of compliance requirement of a 

federal program on a timely basis. A material weakness in internal control over compliance is a 

deficiency, or combination of deficiencies in internal control over compliance, such that there is a 

reasonable possibility that material noncompliance with a type of compliance requirement of a federal 

program will not be prevented or detected and corrected, on a timely basis. 

Our consideration of internal control over compliance was for the limited purpose described in the first 

paragraph of this section and was not designed to identify all deficiencies in internal control over 

compliance that might be deficiencies, significant deficiencies or material weaknesses. We did not identify 

any deficiencies in internal control over compliance that we consider to be material weaknesses, as 

defined above. 

Schedule of Expenditures of Federal Awards 

We have audited the financial statements of the governmental activities, the business-type activities, each 

major fund and the aggregate remaining fund information of the City as of and for the year ended 

June 30, 2012, and have issued our report thereon dated December 4, 2012, which contained an 

unqualified opinion on those financial statements. Our audit was conducted for the purpose of forming our 

opinions on the financial statements that collectively comprise the City’s basic financial statements. The 

accompanying schedule of expenditures of federal awards is presented for purposes of additional 

analysis as required by OMB Circular A-133 and is not a required part of the financial statements. Such 

information is the responsibility of management and was derived from and relates directly to 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 comparing 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 schedule of expenditures of federal awards is fairly 

stated in all material respects in relation to the financial statements as a whole. 

This report is intended solely for the information and use of the Mayor and Members of the City Council, 

management, others within the City, federal awarding agencies and pass-through entities and is not 

intended to be and should not be used by anyone other than those specified parties. 

 

 
 
Davenport, Iowa 
December 4, 2012 
 



City of Davenport, Iowa

Schedule of Expenditures of Federal Awards
Year Ended June 30, 2012

Federal Grantor's

Federal Grantor/ CFDA Identifying Federal

Pass-Through Grantor/Program Title Number Number Expenditures

Direct:

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

N/C S/R Section 8 Programs 14.182            KC76237 376,749  $             

Community Development Block Grants/Entitlement Grants 14.218            B 10 MC 19 0002 2,309,271              

HERA - Neighborhood Stabilization Program 14.228            N/A 452,294                 

Community Development Block Grant Housing Disaster Recovery 14.228            BGDRF 08-DRH-213 720,611                 

           Community Development Block Grant Disaster Recovery 14.228            BGDRF-08 DRHB-220 644,704                 

HOME Investment Partnerships Program 14.239            M 10 MC 190200 1,860,875              

Fair Housing Assistance Program 14.401            FF 207 K0 77015 166,065                 

Public and Indian Housing 14.850            KC 914 8 55,237                   

Section 8 Housing Choice Vouchers 14.871            KC 902 7V 3,137,935              

Public Housing - Capital Fund Program 14.872            KC 914 8 147,497                 

Lead Based Paint Grant 14.900            IA LHB 0349 07 165,122                 

10,036,360            

Equal Employment Opportunity Commission

Employment Discrimination Title VII of the City Rights Act of 1964 30.001            EE CCN 1001 14 48,850                   

U.S. Department of Transportation

Credit Island Bridge 20.205            EDP 1827(002) 7Y 82 1,264,743              

Davenport Municipal Airport 20.205            319 0024 14 4,269                     

Division Street 20.205            STPU 1827 (648) 70 82 190,839                 

Paving Northwest Blvd. to Pine 20.205            N/A 110,050                 

Jackson School Signal and Sidewalk 20.205            SRTS-U-1827 U 647 37,453                   

Veteran's Memorial Parkway 20.205            67 ST HDP 1827 (649) 74 82 11,722                   

Harrison and Riverdrive 20.205            NHSN 461-1-(1)-2R-82 436,943                 

Fairmont Bridge Replacement 20.205            BRM 1827(640) 8N 82 805,199                 

49th Street Paving 20.205            STP U 1827(632) 70 83 77,531                   

Rail for Eastern Iowa 20.205            FE06 (01) 49 82 2,434,382              

Pier and Bank Stabilization 20.208            STPU 1827 (655) 8R 82 26,539                   

Federal Transit - Formula Grants 20.507            IA 90 X 362 00 255,868                 

Federal Transit - Formula Grants 20.507            IA 90 X 372 01 441,348                 

ARRA - Federal Transit - Formula Grants 20.507            IA 90 X 007 00 1,451,075              

7,547,961              

U.S. Environmental Protection Agency

Surveys, Studies, Investigations and Special Purpose Grants 66.606            XP 98 7584 01 454,986                 

U.S. Department of Energy

ARRA - Energy & Efficiency Block Grant 81.128            SC 000 3271 441,964                 

ARRA - Energy & Renewable Energy 81.122            OE0000416 79,755                   

521,719                 

U.S. Department of Homeland Security

Assistance to Firefighters 97.044            EMW 2010 FO 04002 3,584                     

U.S. Department of Justice

Weed & Seed 16.595            2009 WS QX0109 46,269                   

Bulletproof Vest Partnership 16.607            UG 06 2XG 9,258                     

ARRA - Office of Community Oriented Policing Services ARRA Cops Hiring 16.710            2009 RK WX 0305 425,121                 

Organized Crime Drug Enforcement Task Force 16.XXX N/A 8,169                     

488,817                 

(Continued)
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City of Davenport, Iowa

Schedule of Expenditures of Federal Awards (Continued)
Year Ended June 30, 2012

Federal Grantor's

Federal Grantor/ CFDA Identifying Federal

Pass-Through Grantor/Program Title Number Number Expenditures

National Recreational and Park Association

Parks Take Me Fishing 15.653            F 125 E 20 10,000                   

Total Direct 19,112,277            

Indirect:

U.S. Department of Justice

Passed through Governor's Office of Drug Control Policy:

Alcohol, Tobacco and Firearms Training Assistance 16.012            N/A 611                        

Enforcing Underage Drinking Laws (EUDL) 16.727            JUV 07 JD07 F08 6,930                     

ARRA Governor's Office of Drug Control Policy 16.803            09 JAG ARRA 265 68,263                   

Project Safe Neighborhood 16.609            N/A 13,883                   

Interdiction Grant 16.803            N/A 6,875                     

Drug Enforcement 16.XXX N/A 3,376                     

HIDTA 16.XXX 09 G09 MW 000 9A 2,896                     

US Marshalls 16.XXX N/A 1,084                     

103,918                 

U.S. Department of Transportation

Passed through Iowa Department of Transportation:

ARRA - Front Porch Parkway 20.205            ESL 1827 (662) 7S 82 61,772                   

ARRA - Resurfacing 20.205            ESL 827 (659) 7S 82 6,200                     

Federal Transit - Capital Investment Grant 20.500            N/A 605,617                 

Federal Transit - Capital Assistance Program for Elderly Persons and 

Persons with Disabilities (5310 Funds) 20.513            N/A 120,005                 

793,594                 

U.S. Department of Transportation

National Highway Traffic Safety Administration

Passed through Governor's Traffic Safety Bureau:

State and Community Highway Safety 20.600            PAP 11-04 Task 10 50,315                   

U.S. Department of Natural Resources

Passed through Iowa Department of Natural Resources:

Aquatic Education 15.605            N/A 4,405                     

U.S. Department of Homeland Security

Passed through Iowa Department of Homeland Security:

Hazard Mitigation Grant Program 97.039            DR-1763 0028 01 72,932                   

Credit Island Geomorphologic Archaeological Survey N/A LPDM-2008 IA-82-01-01 44,080                   

117,012                 

U.S. Depatment of the Interior, National Park Service

Passed through State Historic Preservation of Iowa: 15.904            2010-03 2,500                     

Centennial Park

Corporation For National and Community Service

Passed Through Iowa Commission on Volunteer Service:

AmeriCorps 94.003            11 AF 02 73,353                   

Volunteer Generation Fund Grant Agreement 94.021            11 VGF N4 59,377                   

132,730                 

Total Indirect 1,204,474              

Total expenditures of federal awards 20,316,751  $        

See Notes to Schedule of Expenditures of Federal Awards.
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City of Davenport, Iowa 
 
Notes to Schedule of Expenditures of Federal Awards 
Year Ended June 30, 2012 
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Note 1. Basis of Presentation 

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the 
City of Davenport, Iowa for the year ended June 30, 2012. All federal financial assistance received 
directly from federal agencies as well as federal financial assistance passed through other government 
agencies expended during the year is included in the schedule. The information in this schedule is 
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local 
Governments and Nonprofit Organizations. Therefore, some amounts presented in this schedule may 
differ from amounts presented in, or used in the preparation of, the basic financial statements. 
 

Note 2. Significant Accounting Policies 

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

Note 3. Subrecipients 

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

 
 
 
 

Amount

Federal CFDA Provided to

Program Title Number Subrecipients

Community Development Block Grants/Entitlement Grants 14.218 556,416$             



City of Davenport, Iowa

Summary Schedule of Prior Audit Findings
Year Ended June 30, 2012

Comment Corrective Action or

Number Comment Status Other Explanation

Compliance Over Federal Awards:

11-III-A The City did not submit quarterly Corrected
reports by the required deadline.

Statutory Reporting:

11-IV-I The City did not file the "Unclaimed Corrected

Property" report before November 1

for the fiscal year ending

June 30, 2010.
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City of Davenport, Iowa

Schedule of Findings and Questioned Costs
Year Ended June 30, 2012

I. Summary of the Independent Auditor's Results

Financial Statements

Type of auditor's report issued:  Unqualified

Internal control over financial reporting:

.  Material weakness(es) identified? Yes No

.  Significant deficiencies identified? x Yes  None Reported

.  Noncompliance material to financial statements noted? Yes No

Federal Awards

Internal control over major programs:

.  Material weakness(es) identified? Yes No

.  Significant deficiencies? Yes None Reported

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

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

Section 510(a) of Circular A-133? Yes No

9

Identification of major programs:

CFDA Number Name of Federal Program or Cluster

20.205 ARRA - Highway Planning and Construction

66.606 Surveys, Studies, Investigations, and Special Purpose Grants

81.128 ARRA - Energy & Efficiency Block Grant

Federal Transit Program Cluster:

20.500 ARRA - Federal Transit

20.507 Federal Transit

Dollar threshold used to distinguish between type A and type B programs:  $609,502

Auditee qualified as low-risk auditee? Yes No

(Continued)
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City of Davenport, Iowa  
 
Schedule of Findings and Questioned Costs (Continued) 
Year Ended June 30, 2012 
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II. Findings Relating to the Financial Statement Audit as Required to be Reported in 
Accordance With Generally Accepted Government Auditing Standards  

A. Significant Deficiency in Internal Control 

12-II-A 

Finding: The City’s schedule of expenditures of federal awards for the fiscal year ended 
June 30, 2011 was overstated by $1,225,866 for state grant monies that were improperly 
included. 

Condition: The City improperly determined that state grant awards were federal grants and 
reported as federal grants on the schedule of expenditures of federal awards for the fiscal 
year ended June 30, 2011. 

Criteria: OMB Circular A-133 requires grant recipients to report all federal expenditures on 
the schedule of expenditures of federal awards. 

Effect: Data Collection form for the year ended June 30, 2011 needed to be restated. 

Recommendation: We recommend that the City establish a process to review grant awards 
to properly determine if the grant is a federal grant before inclusion on the schedule of 
expenditures of federal awards and data collection forms. 

Response and corrective action plan: The City will expand the grant review process to 
include looking at the monthly activity to ensure it is properly recorded in the revenue 
accounts and compare it to the budgeted amounts. 

B. Compliance 

None reported. 

III. Findings and Questioned Costs for Federal Awards  

A. Internal Control for Federal Awards 

None reported 

B. Compliance 

None reported 
 

IV. Other Findings Related to Required Statutory Reporting  

12-IV-A 

Certified budget: Disbursements during the year ended June 30, 2012 did not exceed the amount 
budgeted prior to budget being amended or at year-end. 

12-IV-B 

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

(Continued) 



City of Davenport, Iowa  
 
Schedule of Findings and Questioned Costs (Continued) 
Year Ended June 30, 2012 
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12-IV-C 

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

12-IV-D 

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

12-IV-E 

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

12-IV-F 

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

 

(Continued) 

Name, Title and Business Connection Transaction Description Amount

Matthew Flynn, Community Planning and Economic 

Development Employee, Brother and Sister-in-law own 

Advantage Advertising Services 14,618  $               

Jackie Holecek, Administrative Employee, Husband 

owns JEH Construction Services 5,328  $                 

Brian Klinkenberg, Fire Employee, Owner of Computer 

Services for IT Services 3,525  $                 

Karl Leslein, Fire Employee, Independent Contractor for 

Alex Air Apparatus Services 36,432  $               

Richard Davidson, Board Member, Owner of Lane & 

Waterman Services 1,515,759  $          

Ian Frink, Park Board Member, Minority Owner of 

Crawford Company Services 10,887  $               

John Gere, Planning and Zoning Committee, Part owner 

of SGGM Architects Services 43,303  $               

Willie Henderson, Affirmative Action, Son is part owner 

of Little Construction Services 67,351  $               

Trisha Townsend, Levee Commission, Husband owns 

Townsend Engineering Services 9,580  $                 

Jonathan White, Board Member, Owner of

Verbeke-Meyer Services 15,310  $               

Dana Wilkinson, Board Member, Owner/CEO of Paragon 

Comm Interiors Inc. Services 6,023  $                 



City of Davenport, Iowa  
 
Schedule of Findings and Questioned Costs (Continued) 
Year Ended June 30, 2012 
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12-IV-G 

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

12-IV-H 

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

12-IV-I 

Capital projects and other construction contracts: Iowa Code Chapters 26.3 through 26.13 
requires the City to hold a public hearing and obtain competitive bids for public improvements 
with an estimated total cost in excess of the competitive bid threshold of $67,000 for horizontal 
projects and $125,000 for vertical projects. It was noted that a public hearing was not held as 
required for one of the seven contracts tested. 

Recommendation: We recommend holding public hearings for horizontal and vertical projects 
with total estimated costs in excess of $67,000 and $125,000, respectively. 

Response and corrective action plan: The City will continue to strive and hold public hearings for 
all applicable construction/contract projects in accordance with the Iowa Code. All construction 
projects are now administered by the Public Works department. 

12-IV-J 

Capital projects and other construction contracts: Iowa Code Chapter 26.3 requires the City to 
advertise for sealed bids and publish notice not less than 4 days but not more than 45 days 
before the date for filing bids. It was noted that proper documentation was not maintained 
regarding notice of publication to bidders for one of the seven contracts tested. 

Recommendation: We recommend maintaining proper documentation regarding notice of 
publication to bidders. 

Response and corrective action plan: The City will continue to strive and maintain proper 
documentation for notice of publication to bidders in accordance with the Iowa Code. All 
construction projects are now administered by the Public Works department. 

 



City of Davenport, Iowa

Corrective Action Plan
Year Ended June 30, 2012

Anticipated

Comment Date of
Number Comment Corrective Action Plan Contact Person Completion

Significant Deficiency in Internal Control:

12-II-A The City's schedule of expenditures See corrective action plan Linda Folland June 30, 2013

of federal awards for the fiscal at 12-II-A. Assistant

year ended June 30, 2011 was Finance Director

overstated by $1,225,866 for state

grant monies that were improperly

included.

Statutory Reporting:

12-IV-I The City did not hold a public hearing See corrective action plan Linda Folland June 30, 2013

for a construction project. at 12-IV-I. Assistant

Finance Director

12-IV-J The City did not maintain proper See corrective action plan Linda Folland June 30, 2013

documentation related to notice of at 12-IV-J. Assistant

publication to bidders. Finance Director
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