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Independent Accountant’s Report on Applying Agreed-Upon Procedures 
 
To the Honorable Mayor and Members of the City Council: 

We have performed the procedures enumerated below which were established pursuant to Chapter 
11.6 of the Code of Iowa enacted by the Iowa Legislature to provide oversight of certain Iowa 
cities. Accordingly, we have applied certain tests and procedures to selected accounting records 
and related information of the City of Bernard for the period July 1, 2016 through June 30, 2017, 
including procedures related to the City’s compliance with certain Code of Iowa requirements 
identified below. The City of Bernard’s management, which agreed to the performance of the 
procedures performed, is responsible for the City’s records.   

This agreed-upon procedures engagement was conducted in accordance with attestation standards 
established by the American Institute of Certified Public Accountants and the standards for 
attestation engagements contained in Government Auditing Standards, issued by the Comptroller 
General of the United States. The sufficiency of these procedures is solely the responsibility of 
those parties specified in the report. Consequently, we make no representation regarding the 
sufficiency of the procedures described below either for the purpose for which this report has been 
requested or for any other purpose.  

The procedures we performed are summarized as follows: 

1. We reviewed selected City Council meeting minutes for compliance with 
Chapters 21, 372.13(6) and 380 of the Code of Iowa. 

2. We reviewed the City’s internal controls to determine if proper control 
procedures are in place and incompatible duties, from a control standpoint, 
are not performed by the same employee. 

3. We reviewed surety bond coverage for compliance with Chapter 64 of the 
Code of Iowa. 

4. We obtained and reviewed the City Clerk’s financial reports and selected 
bank reconciliations to determine whether the bank balances properly 
reconciled to the general ledger account balances and monthly financial 
reports provided to the City Council. 

5. We reviewed City funds for consistency with the City Finance Committee’s 
recommended Uniform Chart of Accounts (COA) and to determine required 
funds and fund balances are properly maintained and accurately accounted 
for. 

6. We reviewed the City’s fiscal year 2016 Annual Financial Report to 
determine whether it was completed and accurately reflects the City’s 
financial information. 

7. We reviewed investments to determine compliance with Chapter 12B of the 

Code of Iowa.  
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8. We reviewed compliance with Chapters 12C.2, 12B.10B and 556.1(12) of the 
Code of Iowa pertaining to required depository resolutions, investment policy 
and reporting of unclaimed property to the State of Iowa. 

9. We reviewed debt, including general obligation and revenue bonds/notes, and 
related transactions for proper authorization and compliance with Chapters 
75, 384 and 403.9 of the Code of Iowa and to determine whether the debt and 
related proceeds and repayments were properly accounted for.  

10. We reviewed and tested selected receipts for accurate accounting and 
consistency with the recommended COA. 

11. We reviewed and tested selected disbursements for proper approval, adequate 
supporting documentation, accurate accounting and consistency with the 
recommended COA and compliance with the public purpose criteria 
established by Article III, Section 31 of the Constitution of the State of Iowa.  

12. We reviewed and tested selected payroll and related transactions for 

propriety, proper authorization and accurate accounting. 

13. We reviewed the annual certified budget for proper authorization, 

certification and timely amendment. 

Based on the performance of the procedures described above, we identified various 
recommendations for the City. Our recommendations are described in the Detailed 
Recommendations section of this report.  Unless reported in the Detailed Recommendations, items 
of non-compliance were not noted during the performance of the specific procedures listed above. 

We were not engaged to and did not conduct an examination or review, the objective of which 

would be the expression of an opinion or conclusion, respectively, on specific accounting records 

and related information of the City, including compliance with specific Code of Iowa 

requirements. Accordingly, we do not express such an opinion or conclusion. Had we performed 

additional procedures, other matters might have come to our attention that would have been 

reported to you.  

The purpose of this report is to report, in accordance with Chapter 11.6 of the Code of Iowa, certain 

agreed-upon procedures and the resulting recommendations pertaining to selected accounting 

records and related information of the City, including the City’s compliance with certain Code of 

Iowa requirements. This report is not suitable for any other purpose. 

We would like to acknowledge the many courtesies and assistance extended to us by personnel of 
the City of Bernard during the course of our agreed-upon procedures. Should you have any 
questions concerning any of the above matters, we shall be pleased to discuss them with you at 
your convenience. 

 

 

 

Community CPA & Associates Inc. 

September 12, 2017 
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(A) Segregation of Duties – One important aspect of internal control is the segregation of duties 
among employees to prevent an individual employee from handling duties which are 
incompatible.  Generally, one individual has control over each of the following areas for 
the City: 

1) Cash - handling, reconciling and recording. 

2) Receipts – opening mail, collecting, depositing, journalizing, reconciling 

and posting. 

3) Disbursements – purchasing, invoice processing, check writing, mailing, 

reconciling and recording. 

4) Payroll – recordkeeping, preparing and distributing. 

5) Utilities – billing, collecting, depositing and posting. 

6) Financial reporting – preparing and reconciling. 

7) Journal entries – preparing and journalizing. 

Recommendation – We realize segregation of duties is difficult with a limited number of 
employees. 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. Independent reviews of reconciliations should be evidenced by 
the signature or initials of the reviewer and the date of the review. 

(B) Chart of Accounts – The City has not fully implemented the recommended Unified Chart of 
Accounts (COA) for Iowa City Governments approved by the City Finance Committee on 
July 8, 2015 as assets such as investments owned by the City are not included in the Chart 
of Accounts and many accounts codes do not correspond with the Unified Chart of 
Accounts. Also, the City does not have an accounting manual. 

Recommendation – The City should follow the COA approved by the City Finance 
Committee for better financial information and control. Also, the City should maintain an 
accounting manual. 

(C) Accounting Policies and Procedures Manual – The City does not have an accounting policies 
and procedures manual. Also, the City does not have an organizational chart that clearly 
identifies roles and reporting channels within the City. 

 Recommendation – An accounting policies and procedures manual should be developed to 
provide the following benefits: 

1) Aid in training additional or replacement staff.  

2) Help achieve uniformity in accounting and in the application of policies 

and procedures. 

3) Save supervisory time by recording decisions so they will not have to be 

made each time the same, or a similar, situation arises; and 

4) Ensure that detailed records and journal entries are reviewed and approved 

by a qualified City official. 

5) The City should develop and maintain an organizational chart showing 

roles and reporting channels within the City. 
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(D) Investments – The City has not adopted a written investment policy as required by Iowa Code 
section 12B.10B. In addition, resolution naming official depositories has not been adopted 
by the City Council as required by Chapter 12C.2 of the Code of Iowa.  

 Recommendation – The City should adopt a written investment policy which complies with 
the provisions of Chapter 12B.10B of the Code of Iowa.  The City Council, by resolution, 
should approve amounts sufficient to cover anticipated balances at all approved 
depositories as required by Chapter 12C.2 of the Code of Iowa. 

(E) Accounting/Register for Investments – There is no accounting record or register for 
investments, including cost, description, date purchased, interest rate, maturity date and 
identifying number as recommended. Also, investments statements are not reconciled 
periodically. 

Recommendation – A register should be maintained for all investments showing the cost, the 

description, the date the investment is purchased, the interest rate, maturity date and 

identifying number. They should be properly accounted for in the underlying accounting 

software and reported in the Annual Financial reports. Also, they should be monitored on 

a monthly basis by obtaining statements from the bank, recording interests received and 

reconciling the bank balance per statement to underlying accounting records. The 

investments balance should form part of the Clerk’s Report presented to the City Council 

on a monthly basis. 

(F) Bank Reconciliation Statements – There is no evidence that bank reconciliations are 
systematically prepared each month. When prepared, bank reconciliation statements are 
not systematically reviewed, initialed and dated by an independent qualified City official. 
We performed the bank reconciliation statements for the Street / Road Use bank account, 
the General Savings bank account and the Sewer Water checking accounts at June 30, 2017 
and noted as follows: 

1) The Sewer water checking account has long outstanding checks (older than six 
months) totaling $2,827.00, with a check (no number) of $1,919.38 issued to the Iowa 
Department of Revenue on May 1, 2014 still uncleared. 

2) The Sewer water checking account has other unsupported/uncleared checks on the 
bank reconciliation amounting to $2,199.00.   

3) The Sewer water checking account also has uncleared deposits at June 30, 2017 
amounting to $2,172.47. 

4) The Street / Road Use Money Market checking account has one unsupported 
outstanding deposit (undated) that has not been justified.  

 
Recommendation – Bank reconciliation statements should be prepared correctly. 

Furthermore, they should be systematically reviewed by an independent qualified City 

official separate from the preparer. This review should be materialized by a signature and 

date of review. Long outstanding items and errors or differences on bank reconciliation 

statements should investigated and corrected on a timely basis. 

(G) Reconciliation of Cash to Fund Balance – The City does not systematically reconcile cash to 
fund balances by fund and in total. Although we could not reperform the reconciliation by 
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fund, for lack of fund accounting within the City, we reconciled cash (including 
investments) to total accounting balance and noted the following differences: 

Month Total Fund Balance ($) Total Cash Balance ($) Difference ($) 

June 30, 2016 1,612,591.00 74,502.00 1,538,089.00 

June 30, 2017 98,720.00 99,558.00 (838.00) 

 We also noted unexplained differences between the General Ledger and the Annual 
Financial Report at June 30, 2016: 

Month Balance Per AFR ($) Balance Per GL ($) Difference ($) 

June 30, 2016 1,612,591.00 78,541.71 1,534,049.29 

 Recommendation – A cash to fund balance reconciliation should be systematically 
performed on a monthly basis. This would serve as a check to ascertain accounting and 
bank balances. This reconciliation should be reviewed by an independent qualified City 
official separate from the preparer, and materialized by a signature and date of review. Any 
differences on reconciliation should be investigated and corrected. Also, the Annual 
Financial Report should be a reflection of underlying financial statements. Any differences 
between these two statements should be investigated and corrected.  

(H) Payroll – We reviewed payroll and noted the following controls weaknesses:  

1) No evidence of annual review of staff payroll and new employee wages not 

documented in minutes. 

2) Although the City employs three employees, its forms 941 reported 0 employees in 

two quarters and 2 employees the other 2 quarters. 

3) Payments to City officials are not systematically supported. We however agreed 

City officials’ pay for December 2016 and June 2017 and did not identify any 

discrepancies. We also noted that payroll is approved by City Council on a monthly 

basis. 

Recommendation – the City Council should systematically review staff pay on an annual 

basis and document evidence of that discussion. Also, City officials as well as all other 

staff payroll and related filings should be adequately supported and documented. Statutory 

forms should be completed correctly, and should be reviewed by an independent qualified 

City official separate from the preparer, and materialized by a signature and date of review. 

(I) Filing System –  The City’s filing system is weak making retrieval of the information very 
cumbersome and time consuming. Important information such as bank statements, bank 
reconciliations and other supporting documents for receipts and disbursements are either 
nonexistent or not readily available on request.   

 Recommendation – The City needs to significantly improve its filing system and ensure that 
all important City files and supporting documents are systematically filed, in a sequence 
that is easily retrievable.  
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(J) City Clerk’s Reports – The City does not maintain proper City Clerk’s Reports showing 
opening balances, receipts, disbursements, inter-fund transfers and closing balances by 
fund and in total. The City Clerk simply presents detailed ledgers from QuickBooks 
(including a balance sheet, profit and loss account, detailed unpaid bills and a payroll 
summary) which could be difficult to understand. Also, disbursements are not 
systematically compared to the budget by function. These do not allow for the intended 
debates and conscious decision-making over opening balances, receipts, disbursements, 
inter-fund balances, and ending balances by fund and in total.  

 Recommendation – A City Clerk’s Report should be prepared monthly showing receipts, 
disbursements, transfers and balances for each fund and in total.  It should also show the 
comparison between actual disbursements to the budget by function. Total fund balance 
for all funds should reconcile to the City’s bank reconciliation. The City Clerk’s report 
should be presented to the City Council on a monthly basis.  

(K) City Council Meeting Minutes –372.13(6) of the Code of Iowa requires minutes of all City 
Council proceedings be published within fifteen days of the meeting.  

1)   Minute are not posted within fifteen days of the meeting as required by the Code of 
Iowa. They are posted after approval at the next Council meeting. 

2) Minutes are not signed by either the City Clerk or the Mayor. 
3) The vote of each member of the Council is not documented in the minutes. As a 

result, there is no evidence that passage of ordinances, amendments or resolutions 
were by a majority vote of all the members of the City Council rather than a 
majority vote of a quorum of the City Council as required by Chapter 380.4 of the 
Code of Iowa since votes not shown on minutes. 

4) There is no evidence that minutes published include the following information: 
a. Total disbursements for each fund; 
b. A list of all claims allowed (including the reason for the claim); 
c. A summary of all receipts; 
d. A summary of ordinances or amendments adopted. 

 Recommendation – We recommend as follows: 
1)   The City should comply with Section 372.13(6) of the Code of Iowa and document 

evidence of compliance. 
2)   Minutes should be documented and systematically signed by a City official.  
3)   Votes of City Council at Council meetings should be documented in minutes. Also, 

passage of ordinances, amendments or resolutions should be by a majority vote of 
all the members of the City Council rather than a majority vote of a quorum of the 
City Council as required by Chapter 380.4 of the Code of Iowa.  

4)   Minutes should include the following information among others: 
a. Total disbursements for each fund. 
b. A list of all claims allowed (including the reason for the claim). 
c. A summary of all receipts. 
d. A summary of ordinances or amendments adopted. 

(L) Accounting/Register for Investments – The City’s investments are in Certificates of Deposit 
(CDs), and the balance at June 30, 2017 amounted to $18785.37. We noted that:  

1)  the City maintain a register for investments by fund. 
2)  there is no accounting record for investments. 
3)  the investments balance is not presented to the City Council on a monthly basis.  
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4) the investments register does not show interest rates applicable to the CDs and 
interests accrued; 

5) interest on CDs are dependent on receipts from the issuing banks and there is no 
internal control process to ensure accuracy of the interests received.   

However, we confirmed and tested investments for the month of June 2017 and did not 
identify any discrepancies. 

 Recommendation – The City should maintain accounting records and investments register 
for all investments. The investments register should show the cost, description, date the 
investment is purchased, the interest rate, maturity date, identifying number, interest rates 
and accrued interests for each period, thus permitting periodic reconciliation of interest in 
register to actual receipts from the banks. A monthly summary of investments balances 
should be included in the Clerk’s Report presented to the City Council and adequately 
documented in Council minutes.  

(M) Long-term Debt – The City has a USDA Rural Development loan with confirmed 
outstanding balance at June 30, 2017 of $182,182.98: 

1) The loan balance is not reported in the underlying accounting software, QuickBooks 
and not disclosed in the Annual Financial Report at June 30, 2016. 

2) Payments of the debt balance are not reported separately in the Debt Service Fund. 
3) There is no evidence of monitoring of the debt balance as the City has neither a copy 

of the loan agreement, the amortization schedule, nor any record of details of the 
debt. Also, there is no evidence that the debt balance is discussed in Council 
meetings. 

4) The City does not have written procedures to monitor compliance with the arbitrage, 
yield restrictions and rebate requirements under Section 148 of the Federal Internal 
Revenue Service Rules. 

 Recommendation – The City should keep proper accounting of the loan balance, and 
maintain written procedures to monitor compliance with the arbitrage, yield restrictions 
and rebate requirements under Section 148 of the Federal Internal Revenue Service Rules. 

(N) No Written Procedures Over Long-term Debt – The City does not have written procedures 
to monitor compliance with the arbitrage, yield restrictions and rebate requirements under 
Section 148 of the Federal Internal Revenue Service Rules. 

 Recommendation – The City should maintain written procedures to monitor compliance with 
the arbitrage, yield restrictions and rebate requirements under Section 148 of the Federal 
Internal Revenue Service Rules.  

(O) Disbursements Testing – Article III, section 31 of the Constitution of the State of Iowa 
outlines criteria for public purpose expenditures. It requires disbursements to be adequately 
approved, supported and accounted for accurately. The following disbursements did not 
comply with these requirements in varying respects as specifically described: 

1) Check #4713 for $341.42 issued on 7/10/2016 - Supported by neither an invoice 

nor a detailed receipt of settlement and no evidence of City council approval.  

2) Check #4714 for $837.00 issued on 7/10/2016 – Supported by neither an invoice 

nor a detailed receipt of settlement. 
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3) Check #4715 for $590.13 issued on 7/10/2016 for Energy – Supported by neither 

an invoice nor a detailed receipt of settlement. 

4) Check #4742 for $810.61 issued on 9/11/2016 - Supported by neither an invoice 

nor a detailed receipt of settlement. 

5) Check #4743 for $357.73 issued on 9/11/2016 – Supported by neither an invoice 

nor a detailed receipt of settlement. 

6) Check #4746 for $710.43 issued on 9/11/2016 for disposal – Supported by 

neither an invoice nor a detailed receipt of settlement. 

7) The amount for $1,996.74 issued on 11/10/2016 to IRS – No supporting evidence 

and no evidence of City Council approval. 

8) The amount for $195.41 issued on 11/10/2016 to Iowa Department of Revenue 

– No supporting evidence and no evidence of City Council approval. 

9) The amount for $322.37 issued on 11/10/2016 to Iowa Department of Revenue 

– No supporting evidence and no evidence of City Council approval. 

10) Check #4772 for $185.00 issued on 11/13/2016 – Supported by neither an 

invoice nor a detailed receipt of settlement.  

11) Check #4773 for $617.59 issued on 11/13/2016 for Energy – Supported by 

neither an invoice nor a detailed receipt of settlement. 

12) Check #4801 for $724.20 issued on 1/7/2017 – No supporting evidence and no 

evidence of City Council approval. 

13) Check #4802 for $45.20 issued on 1/7/2017 – Supported by neither an invoice 

nor a detailed receipt of settlement. 

14) Check #4803 for $750.00 issued on 1/7/2017 for lawn and landscaping – No 

supporting evidence and no evidence of City Council approval. 

15) Check #4804 for $21.50 issued on 1/7/2017 – No evidence of City Council 

approval. 

16) Check #4805 for $267.50 issued on 1/7/2017 – No supporting evidence and no 

evidence of City Council approval. 

17) Check #4825 for $696.34 issued on 3/19/2017 for Energy – Supported by neither 

an invoice nor a detailed receipt of settlement. 

18) Check #4828 for $210.00 issued on 3/19/2017 – Supported by neither an invoice 

nor a detailed receipt of settlement. 

19) Check #4851 for $240.00 issued on 5/7/2017 for Lawn & Landscaping – 

Supported by neither an invoice nor a detailed receipt of settlement. 

20) The amount for $345.05 issued on 5/9/2017 to IPERS – No supporting evidence 

and no evidence of City Council approval. 

21) The amount for $153.46 issued on 5/10/2017 to Iowa Department of Revenue – 

No supporting evidence and no evidence of City Council approval. 

22) The amount for $2,154.26 issued on 5/10/2017 to IRS – No supporting evidence 

and no evidence of City Council approval. 
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 Recommendation – All disbursements in the City should be for public purpose. They should 
be adequately supported, approved, and accounted for accurately in accordance with 
Article III, Section 31 of the Constitution of the State of Iowa.  

(P) Reconciliation of Utility Billings, Collections and Delinquent Accounts – Although the City 

maintains a delinquents list, there is no evidence that utility billings, collections and 

delinquent accounts were monitored throughout the year. We reviewed the ageing of 

utilities receivables and noted that of the outstanding balance at June 30, 2016 of 

$11,342.83, current receivables amounted only to $6,442.76 and the balance was long 

outstanding. Management acknowledges that this balance is abnormally high. 

 Recommendation – A listing of delinquent accounts should be monitored on a monthly basis.  
Procedures should be established to ensure the following: 

1) that all households in the City are included in the client list. 
2) Reconciliation of utility billings, collections and delinquent accounts for each billing 

period.   
3) The reconciliation should be systematically reviewed by and designated independent 

City official and materialized by the signature or initials of the reviewer and the date 
of the review. 

4) Errors and misstatements in the reconciliation should be investigated and corrected 
on a timely basis. 

(Q) Surety Bond for City Officials - There is no surety bond for City official. Chapter 64.1A and 

64.2 of the Code of Iowa requires bonding of public officials including the City Mayor and 

Clerk. 

 Recommendation –The City should comply with Chapters 64.1A and 64.2 of the code of 

Iowa on bonding of public officials. 


