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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Members of the City Council
City of Linden

I have audited the accompanying financial statements of the governmental activities, the business type activities, and
each major fund of the City of Linden, lowa, as of and for the year ended June 30, 2012, which collectively
comprise the City’s basic financial statements listed in the table of contents. These financial statements are the
responsibility of the City of Linden’s management. My responsibility is fo express an opinion on these financial
statements based on my audit.

I conducted my audit in accordance with U.S. generally accepted auditing standards 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 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. I believe that my audit provides a reasonable basis for my opinion.

As described in Note 1, these financial statements were prepared on the basis of cash receipts and disbursements,
which is a comprehensive basis of accounting other than U.S. generally accepted accounting principles, Also, as
permitted by the Code of Iowa, the accounting records of the City were not audited prior to July 1, 2011,
Accordingly, T was unable to satisfy myselfto the distribution of the total fund balance at July 1, 2011.

In my opinion, except for the effects of such adjustments, if any, as might have been determined to be necessary had
I been able to verify the distribution by fund of the total fund balance at July 1, 2011, as discussed in the preceding
paragraph, 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, and each major fund of the City of
Linden as of June 30, 2012, 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 Goyvernment Auditing Standards, I am including herein my report on my consideration of the
City of Linden’s internal coritrol over financial reporting and my tests of its compliance with certain provisions of
laws, regulations, contracts, and grants and other matters. The purpose of that report is to describe the scope of my
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
my audit,

My audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Linden’s basic financial statements, The supplementary information included in Schedules 1 and 2,
including the Schedule of Expenditures of Federal Awards required by U.S. Office of Management and Budget
(OMB) Circular A-133, Audits of States. Local Governments and Non-Profit Organizations, is presented for
purposes of additional analysis and is not a required part of the basic 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 financial statements, The information has been subjected to the auditing procedures applied
in my audit of the basic 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 U.S. generally accepted

auditing standards. In my opinion, the supplementary information is fairly stated in all material respects in relation
to the basic financial statements taken as a whole.

The City of Linden has not presented the Management’s Discussion and Analysis that U.S. generally accepted

accounting principles has determined is necessary to supplement, although not required to be a part of, the basic
financial statements.

November 14, 2013
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City of Linden, lowa
Statement of Activities and Net Assets — Cash Basis
As of and for the year ended June 30, 2012

Program Receipts

Operating Grants, Capital Grants,
Charges for Contributions, and  Contributions and

Disbursements Services Restricted Interest  Restricted Interest
Functions/Programs
Governmental Activitics
Public safety $ 10,487 § $ 7322 $
Public works 54,034 14,189
Health and Social Scrvices 560
Culture and recreation 3,064 11,995
General government 17,646
Total govemmental activities 87,791 33,506
Business type aetivities
Sewer 1,213,412 4,145 809,130
Total business type activiiies ) 1,213,412 4,145 809,130
Total 3 1,301,203 § 4145 § 33,506 % 809,130
General Receipts ‘
Property tax levied for
General purposes
Interfund Loan Repayment

Unrestricied interest on investments
Bond proceeds
Miscellaneous”
Totat general receipts and iransfers
Change in cash basis net assets
Cash basis net asseis beginning of year
Cash basis net assets end of year
Cash basis net assets
Restricted:
Expendable:
Streets
Capital Projects
Unrestrieted
Total cash basis net assets

There were no reconciling items between the Govermnental and Proprietary Fund Statements of Cash Receipts,
Disbursements and Changes in Cash Balances and the above Statement. See notes to financial statements.




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

Governmental Business Type

Activities Activities Total
$ (3,165) 8 $ (3,165)
(39,845) {39,345}
(560} {560)
6,931 6,931
(17,646) (17,646)
(54,285) (54,285)
(400,137) (400,137)
{400,137) {400,137)
$ {54,285} {400,137} (454,422)
29,846 29,846
76,137 (76,137)
300 300
529,670 529,670
438 438
106,721 453,533 560,254
52,436 53,396 105,832
70,225 70,225
3 122,661 % 53,396 8 176,057
$ 23338 8 3 23,338
49,251 49,251
99,323 4,145 103,468

$ 122,661 3% 53,396 § 176,057




Receipts
Property Taxes
Use of Mongy and Property
Intergovernmental
Miscellancous
‘Total Receipts
Disbursements
Operating
Public Safety
Public Works
Health and Social Services
Culture and Recreation
General Govemnment
Total Disbursements

Excess {deficiency) of receipts
over {under) disbursements
Cther financing sources
Interfund loan repayment
Total other financing sources

Net change in cash balances

Cash balance - beginning of year
Cash balance - end of year
Cash basis fund balances
Restricted for:
Streeis
Unassigned
Totat cash basis fund balances

See notes to financial statements

City of Linden, Iowa
Statement of Cash Receipts, Disbursements and Changes in Cash Balances
Governmental Funds
As of and for the year ended June 30, 2012

General Road Use Tax Total

3 29,846 3 $ 29,846
300 300

23,885 9,621 33,506

438 438

54,469 9,621 64,090

10,487 10,487

54,034 54,034

560 560

5,064 5,064

17,646 17,646

87,791 87,791
(33,322) 9,621 (23,700)

76,137 76,137

76,137 76,137

42,815 9.621 52,436

36,508 13,717 70,225

$ 99323 % 23338 § 122,661
b3 $ 23,338 § 23,338
99,323 99,323

3 99323 § 23,338 % 122,661

Exhibit B




City of Linden, lowa
Statement of Cash Receipts, Disbursements and Changes in Cash Balances
Proprietary Funds

As of and for the year ended June 30, 2012

Operating receipts
Charges for service

Operating disbursements
Business-type activities

Excess of operating receipis
over operating disbursements

Non-operating receipts (disbursements)
Intergovernmental
Bond Proceeds
Capital Projects
Interfund loan repayment

Total non-operating receipts (disbursements)

Excess of receipts over operating disbursements

Cash balances - beginning of year
Cash balances - end of year

Cash basis fund balances
Restricted for capital projects
Unrestricted ‘
Total cash basis fund balances

See nofes to financial statements

Sewer Capital Sewer

Exhibit C

Project Operations Total
$ § 4145 $ 4,145
4,145 4,145

809,130 809,130
529,670 529,670
(1,213,412) (1,213,412)
(76,137) (76,137
49,251 49,251
49251 4,145 53,396

§ 49251 § 4,145 S 53,396
$ 49251 § $ 49251
4,145 4,145

§ 49251 8 4,145 § 53,396
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City of Linden, Iowa
Notes To Financial Statements
June 30, 2012

Summary of Significant Accounting Policies

The City of Linden is a political subdivision of the State of Iowa located in Dallas County. It was first
incorporated in 1893 and operates under the Home Rule provisions of the Constitution of Iowa. The City
operates under the Mayor-Council form of government with the Mayor and Council Members elected on a
nonpartisan basis. The City provides numerous services to citizens including public safety, public works,
culture, recreation, public improvements, general administrative services and sewer utility..

A. Reporting Entity

For financial reporting purposes, the City of Linden has included all funds, organizations, 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 board 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.

Jointly Governed Organizations

The City and Dallas County entered into a 28E agreement fo define the duties and responsibilities
regarding the maintenance and reconstruction of the Farm to Market road extensions located within the
City’s corporate limits. In consideration for the City’s duties the County will reimburse the City 50%
of the annual road use taxes allocated to the Farm to Market extension.

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. For the most part, the effect of interfund activity has been
removed from this statement. 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 non-fiduciary net assets. Net Assets are
reported in three categories:

Nonexpendable restricted net assets are subject to externally imposed stipulations which require them to be
maintained permanently by the City.

Expendable restricted net assets result when consiraints 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 categories.
- 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 direct disbursements of a
given function are offset by program receipts. Direct disbursements are those which are 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,
confributions 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 fands and major individual enterprise funds are reported
as separate columuns in the fund financial statements

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:
The Road Use Tax Fund is used to account for road construction and mainfenance.

The City reports the following major proprietary fund:

The Sewer Fund accounts for the operation and maintenance of the City’s sanitary sewer system
and its capital improvements disbursements and financing sources. The system began operation in
May, 2012 after completing the facility,

C. Measurement Focus and Basis of Accounting

The City of Linden 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 operation of the funds in accordance with
U.S. generally accepted accounting principles.

Under the terms of grant agreements, the City funds certain programs by a combination of specific
cost-reimbursement grants, categorical block grants and general receipts. Thus, when program
disbursements are paid, there are both restricted and unrestricted cash basis net assets available to
finance the program. It is the City’s policy to first apply cost-reimbursement grant resources to such
programs, followed by categorical block grants and then general receipts.

When a disbursement in governmental funds can be paid using either restricted or unresiricted
resources, the City’s policy is generally to first apply the disbursement toward restricted fund balance
and then Iess restrictive classifications- committed, assigned and the 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 propriety fund’s principal ongoing operations. All receipts and
disbursements not meeting this definition are reported as non-operating receipts and disbursements.
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D. Budget and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required Supplementary
Information.

Cash and Pooled Investments

The City’s deposits in banks at June 30, 2012 were entirely 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 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; prime eligible bankers acceptances; certain high rated
commercial paper; perfected repurchase agreements; certain registered open-end management investment
companies; certain joint investment trusts, and warrants or improvement certificates of a drainage district.

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) 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 maturities shall be consistent with the needs and use of the City.

Loans and Notes Payable

Sewer Revenue Loan Agreement Anticipation Project Note

On September 6, 2011, the City issued an anticipation project note to a local bank to fund sewer
construction costs, As of June 30, 2012, the principal balance was $523,407. The note was repaid,
including interest at 2.75%, with the proceeds of the Sewer Revenue Note described below.

Sewer Revenue Note

On September 20, 2012 the City issued a taxable sewer revenue note for $601,000. The City has pledged
future sewer customer receipts, net of specified operating disbursements, to repay the note. Proceeds from
the note provided financing for the repayment of the above anticipation project note and sewer system
construction and improvement costs. The bonds are payable solely from future sewer customer net receipts
and are payable through 2052. Annual principal and interest, at 2.125%, on the note are expected to require
less than 60 percent of net receipts. The monthly principal and interest payment is scheduted to be $1,924
commencing October 20, 2014.

State Revolving Fund Loan

The SRY Planning and Design Loan was issued in December 2010 and is due in December 2013. At June
30, 2012, the balance was $121,703 and will be paid from the balance of the United States Department of
Agriculture Rural Utilities Service Grant.

Pension. and Retirement Benefits

The City confributes to the Jowa Public Employees Retirement System (IPERS) which is a cost sharing
multiple-employer defined benefit pension plan administered by the State of Iowa. IPERS provides
retirement and death benefits, which are established by State statute to plan members and beneficiaries.
IPERS issues a publicly available financial report that includes financial statements and required

10
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supplementary information, The report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines,
Towa 50306-9117. . :

Most regular plan members are required to contribute 5.38% of their annual covered salary and the City is
required to contribute 8.07% of covered salary. Certain employees in special risk occupations and the City
contribute an actuarially determined contribution rate. Contribution requirements are established by state
statute. The City’s contributions to IPERS for the year ended June 30, 2012, was $678 , equal to the
required contributions for the year.

Risk Management

The City of Linden 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. These risks are covered by the
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 insurance coverage in
any of the past three fiscal years.

Use of Estimates
The preparation of financial statements requires management to make estimates and assumptions that effect
the reported amounts and disclosure of liabilities, contingent liabilitics, and commitments at the date of the

financial statements, and the classification of receipts and disbursements during the reporting period.
Actual results could differ from the estimates that were used.

Commitments and Contingencies
During the year, the City has commitied to the completion of the construction of sewer improvements

totaling approximately $217,000 which were to be financed by the remaining proceeds of the Rural
Utilities Service and Community Development Block Grants.

11




City of Linden, Iowa
Budgetary Comparison Schedule of Receipts, Disbursements, and Changes in Balances
Budget and Actual (Cash Basis) - All Governmental Funds and Proprietary Funds
Required Supplementary Information
Year ended June 30, 2012

Governmental Enterprise

Funds Actual  Funds Actual Net

Receipts

Property Taxes $ 29,846 3 $ 29,846

Use of mongy and property 300 300

Intergovernmental 33,500 209,130 842,636

Charges for Service 4,145 4,145

Miscellaneons 438 438

Total Receipts 64,090 813,275 877,365

Disbursements

Public safety - 10,487 10,487

Public works 54,034 54,034

Health and Social Services 560 560

Culture and recreation 5,064 5,064

Community and economic development

General government 17,646 17,646

Business fype activities 1,213,412 1,213,412

Totat Dishursements 87,791 1,213,412 1,301,203

Excess (deficiency) of receipts

over (under) disbursements (23,701) (400,137) (423,838)
Other financing sources, net 76,137 453,533 © 529,670
Excess of receipts and other

financing sources over disbursements ‘

and other financing uses 52,436 53,396 105,832
Balance - beginning of year 70,225 70,225 -
Balance - end of year $ 122,661 $ 53,396 % 176,057

See accompanying independent auditors’ report.
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Budgeted-

Original and  Final to Net
Final Variance

3 29,030 § 816
1,094 (794)

17,000 825,636
48,800 (44,655)
1,804 {1,366)
97,728 779,637
10,000 (487)
50,000 {4,034)
(560)

9,000 3,936

4,000 4,000
21,000 3,354
(1,213,412)
94,000 {1,207,203)
3,728 (427,566)
529,670

3,728 102,104
248,529 {178,304)
$ 252,257 §  (76,200)

13




City of Linden, lowa
Notes to Required Supplementary Information — Budgetary Reporting
June 30, 2012

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 for the General Fund and each major Special
Revenue Fund.

In accordance with the Code of Towa, the City Council annually adopts a budget on the cash basis following
required public notice and hearing for all funds except Fiduciary 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 scrvice, capital projects, and business
type aclivities. Function disbursements required to be budgeted include disbursements for the General Fund, Special
Revenue Funds, Debt Service Fund, Capital Projects Funds and Enterprise Funds. Although the budget document
presents function disbursements by fund, the legal level of control is at the aggregated function level, not by fund.

- During the year ended June 30, 2012, disbursements exceeded the amounts budgeted in the public safety, public
works, health and social services and business fype activities functions.

14




City of Linden, Iowa
Schedule of Indebtedness
For the year ended June 30, 2012

Amount Balance
Interest Criginally  Beginning of
Date of Issue Rates Tssued Year
Anticipatory warrants . '
Sewer construction Various 2.75% $ 657,000 §
SRF Planning and Design Loan December 22, 2010 0.00% 250,000 115,440
Totals $ 115,440

See accompanying independent auditor's report.
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Issued Redeemed Balance End
During Year During Year of Year

Unpaid
Interest

$ 523,407 § $ 523,407

6,263 121,703

$ 10,531

$ 529,670 $ $ 645110

$ 10,531

18
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City of Linden, lowa Schedule 2
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2012

CFDA Program
Grantor/Program Number Expenditures
Pass- Through Program From:
U.S. Departiment of Agriculture
Rural Utilities Service
Community Facilities Loans and Grants
Loan 10,766 $ 523407
Grant 10.766 678,836
U.S. Department of Housing and Urban Development
Iowa Department of Economic Development
Community Development Block Grants/ State's
Program and Non- Entitlement Grants in Hawaii
08-WS-037 14.228 135,326
$ 1,337,569

Basis of presentation- The Schedule of Expenditures of Federal Awards includes the federal grant activity
of the City of Linden and is presented in conformity with an other comprehensive basis of accounting. The
information in this schedule is presented in accordance with the reguirements of OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented
in this schedule may differ from amounts presented in, or used in the preparation of, the basic financial
statements.

See accompanying independent auditor's report.
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POLLARD AND COMPANY P.C.

CERTIFIED PUBLIC ACCOUNTANT

JAMES R. 2IRCHER, CPA 5650 JOHNSTON DRIVE, SUITE A MEMBER
P.O. BOX 1098 AMERICAN INSTITUTE OF
JOHNSTON, IOWA 50131 CERTIFIED PUBLIC ACCOUNTANTS
TELEPHONE (515) 251-8520 PREVATE COMPANIES PRACTICE SECTION
) FAX (515)251-3177 TOWA SOCIETY OF
CPAs@POLLARDCPA.COM CERTIFIED PUBLIC ACCOUNTANTS

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

I have audited the accompanying financial statements of the governmental activities, the business type activities, and
each major fund of the City of Linden, Towa as of and for the year ended June 30, 2012, which collectively comprise
the City’s basic financial statements listed in the table of contents, and have issued my report thereon as dated

- below. My report expressed qualified opinions on the financial statements which were prepared in conformity with
an other comprehensive basis of accounting. 1 conducted my audit in accordance with U.S. generally accepted
auditing standards, 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

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

My consideration of the internal control over financial reporting was for the limited purpose described in the

- preceding paragraph of this section 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 all
deficiencies, significant deficiencies or material weaknesses have been identified. However, 1identified
deficiencies in internal control over financial reporting, described in Part I1 of the accompanying Schedule of
Findings and Questioned Costs, that I considered to be a material weaknesses.

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Linden’s financial statements are free of
material misstatement, I performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grants, 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 my
audit and, accordingly, 1 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. However, 1 noted certain
immaterial instances of non-compliance or other matters that are described in Part IV of the accompanying Schedule
of Findings and Questioned Costs.

18




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 my zudit of the financial statements
of the City. 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.

The City of Linden’s responses to findings identified in my audit are described in the accompanying Schedule of
Findings and Questioned Costs. While I have expressed a conclusion on the City’s responses, 1 did not audit the
City’s responses and, accordingly, express no opinion on them.

This report, a matter of public record by law, is intended solely for the information and use of the officials,
employees and citizens of the City of Linden and other parties to whom the City may report including federal
awarding agencies and pass-through entities. This report is not intended to be and should not be used by anyone
other than these specified parties,

November 14, 2013

%%M&wfw 7.
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POLLARD AND COMPANY P.C.

CERTIFIED PUBLIC ACCOUNTANT

JAMES R ZIRCHER, CPA 5650 JOHNSTON DRIVE, SUITE A MEMBER
P.O. BOX 1098 AMERICAN INSTITUTE OF
JOHNSTON, IOWA 50131 CERTIFIED PUBLIC ACCOUNTANTS
TELEPHONE (515) 251-8520 - PRIVATE COMPANIES PRACTICE SECTION
FAX (515) 251-3177 TOWA SOCIETY OF
CPAsS@POLLARDCPA.COM CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD
HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Honorable Mayor and Members of the City Council

Compliance

1 have audited the compliance of the City of Linden with the types of compliance requirements deseribed in the U.S,
Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that could have a direct and
material effect on its major federal program for the year ended June 30, 2012. The City’s major federal program is
identified in Part I of the accompanying Schedule of Findings and Questioned Costs. Compliance with the
requirements of laws, regulations, contracts, and grants applicable to its major federal program is the responsibility of
the City's management. My responsibility is to express an opinion on the City's compliance based on my audit.

I conducted my audit of compliance in accordance with U.S. generally accepted auditing standards; 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 Non-Profit Organizations. Those
standards and OMB Circular A-133 require that I plan and perform the audit to obtain reasonable assurance about
whether noncorpliance 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 1 considered necessary in the
circumstances. I believe that my audit provides a reasonable basis for my opinion. My audit does not provide a legal
determination on the City’s compliance with those requirements.

In my opinion, the City of Linden complied, in all material respects, with the requirements referred to above that are
applicable to its major federal program for the year ended June 30, 2012.

Internal Controt Over Compliance

The 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 my audit, I 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 my auditing procedures for the purpose of
expressing my 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 intenal control over
compliance. Accordingly, I do not express an opinion on the effectiveness of the City’s internal control over
compliance.

My consideration of the internal control over compliance was for the limited purpose described in the preceding
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance that might
be significant deficiencies or material weaknesses and, therefore, there can be no assurance all deficiencies, significant
deficiencies or material weaknesses have been identified. However, I identified a deficiency in internal control over
compliance, described in Part 1T of the accompanying Schedule of Findings and Questioned Costs that I considered to
be material weaknesses.
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A deficiency in internal control over compliance exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned function, 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 a combination of deficiencies, in internal control over compliance -
such that there is a reasonable possibility material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected and corrected on a timely basis.

The City of Linden’s responses to findings in my audit are described in the accompanying Schedule of Findings and-
Questioned Costs. While I have expressed my conclusion on the City’s responses, I did not audit the City’s responses
and, accordingly 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 Linden and other parties, including and federal awarding agencies and pass-through entities, and
is not intended to be and should not be used by anyone other than these specified parties

‘%&%ﬂxm@% Fc.

November 14,2013
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CITY OF LINDEN, IOWA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2012

PART I- SUMMARY OF AUDITOR’S RESULTS

a. Qualified opinion was issued on the financial statements which were prepared on the basis of cash receipts
and disbursements, which is a comprehensive basis of accounting other than U.S. generally accepted
accounting principles. |

b. Material weaknesses in internal control over financial reporting were disclosed by the audit of the financial
statements,

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

d. A material weakness in internal control over the major program was disclosed by the audit of the financial
statements.

e.” Anunqualified opinion was issued on compliance with the requirements applicable to the major program.

f.  The audit did not disclose any findings which are required to be reported in accordance with Circular A-
133, Section .510(a).

g.  The major program was CFDA Number 10.766 Community Facilities Loans and Grants,

h. The doliar threshold used to distinguish between Type A and B programs was $ 300,000.

i The City did not qualify as a low-risk auditee.

PART I Findings Related to the Financia} Statements

INTERNAL CONTROL DEFICIENCIES:

11-A-12 Segregation of Duties
One important aspect of internal accounting control is the segregation of duties among employees
to prevent an individual employee from handling duties which are incompatible, The posting of
the cash receipts and disbursements to the general ledger, reconciliations and securities control and
custody are all done by the same person.

Recommendation
I realize that with a one person office, segregation of duties is difficult. However, the City should

review its control procedures to obtain the maximum internal control possible under the
circumstances utilizing currently available staff, including elected officials..

Response
The City will attempt to segregate duties to the extent possible to provide additional control
through review of financial transactions and reports and segregation of duties.
Conclusion- Response accepted.
INSTANCES OF NON- COMPLIANCE:  No matters were nofed.
PART II Findings and Questioned Costs For Federal Awards
INSTANCES OF NON- COMPLIANCE :  No matters were nofed.
INTERNAL CONTROL DEFICIENCIES
Ti1-A-12 Sepregation of Duties Over Federal Receipts and Disbursements- The City did not segregate

duties including those related to federal programs. Even though the City hired an outside project
administrator, the actual receipts and disbursements were processed by the City, See items II-A-12,
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PARTIV Other Findings Related to Required Statutory Reporting

IV-A-12 Certified Budget

Disbursements during the year ended June 30, 2012 exceeded the amounts budgeted in the public
safety, public works, health and social services and business type activities fanctions. Chapter
384.20 of the Code of lowa states, in part, “Public monies may not be expended or encumbered
except under an annual or continuing appropriation.”

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 aceepted.

IV-B-12 Questionable Disbursements

No disbursements for parties, banquets or other entertainment expenses that do not meet the
requirements of public purpose as defined in an Attorney General's opinion dated April 25, 1979
were noted,

IV-C-12 Travel Expense

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

IV-D-12 Business Transactions

There were no business transactions between the City and City officials or employees during the
year,

IV-E-12 Bond Coverage
Surety bond coverage of City officials and employees is in accordance with statutory provisions.
IV-F-12 Council Minutes

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

The Council went into closed session on various occasions. However, the minufes record did not
document the specific information regarding closed session as required by Chapter 21 of the Code
of Iowa, commonly known as the open- meetings law.

Although minutes of Council proceedings were posted, as permitted by cities under 200
population, they did not include a list of ¢laims and summary of receipts and total disbursement by
fund as required by Chapter 372.13(6) of the Code of Iowa.

Recommendation- The City should comply with Chapter 21 of the Code of Iowa and should post
minutes, claims, receipts and disbursements as required,

23




Response- We will comply with Chapter 21 of the Code of Towa and will post minutes as required
and include claims, receipts and disbursements,

Conclusion- Response accepted.

1V-G-12 Deposits and Investments

No instances of noncompliance with deposit and fnveshnent provisions of Chapter 12B and 12C
of the Code of Towa were noted.

24




