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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 Springbrook 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 Springbrook’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 Springbrook 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 certain account codes do not correspond with the Unified Chart of 
Accounts and fund accounting is not maintained by the City.  

Recommendation – The City should follow the COA for Iowa City Governments approved 
by the City Finance Committee on July 8, 2015 for better financial information and control.  

(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) Monitoring of Investments – On June 30, 2017, the City had investments in Certificates of 
Deposit amounting to $13,330.86. The City does not systematically reconcile the 
investment balance to underlying accounts and its statements. 

 Recommendation – The City should request and obtain investments statements on a monthly 
basis and reconcile them to financial accounting records. The reconciliation should be 
reviewed by and signed off by an Independent City official and the City Council at City 
Council meetings on a monthly basis. 

(E) Investments Policy – The City has not adopted a written investment policy as required by 
Iowa Code section 12B.10B. In addition, a resolution naming official depository 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. 

(F) Accounting/Register for Investments – The City’s investments are in Certificates of Deposit. 
There is no accounting record or register for the investments, including cost, description, 
date purchased, interest rate, maturity date and identifying number as recommended.  

 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.  

(G) Bank Reconciliation Statements – Bank reconciliation statements are not reviewed, initialed 
and dated by a qualified independent City official. We noted the following difference on 
the bank reconciliation statements not investigated and corrected:  

Month Account Name 

GL Bal. Per 

Reconciliation ($) GL Bal. per GL ($) Difference ($) 

Dec-16 General Bank Account 89,060.50 88,566.35 494.15 

Dec-16 Sewer Bank Account 23,624.43 22,832.52 791.91 

Dec-16 Road Use Account 60,170.97 59,904.65 266.32 

Jan-17 Sales Tax Account 149,207.14 146,319.47 2,887.67 

Jun-17 Sales Tax Account 154,775.83 151,888.16 2,887.67 

Date Account Name 

Statement Bal. Per 

Reconciliation ($) 

Statement Bal. 

per Statement ($) Difference ($) 

Dec-16 Road Use Account 60,170.97 141,215.66 (81,044.69) 

Dec-16 Sales Tax Account 149,207.14 68,162.45 81,044.69 

Jun-17 Sales Tax Account 154,775.83 68,213.44 86,562.39 

The absence of a detailed review of bank reconciliation statements by an independent 
qualified City official different from the preparer, may result to errors and misstatements 
on bank reconciliation statements remaining undetected, therefore defeating the purpose 
of the reconciliation process. Also, the bank reconciliation statements for the General 
account has inconsistencies in dates on the reconciliation statement. 
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  Recommendation – Bank reconciliation statements should be systematically reviewed by an 
independent qualified City official different from the preparer. This review should be 
materialized by the signature of the reviewer and date of review. Any differences on bank 
reconciliation statements should be investigated and corrected on a timely basis. 

(H) 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 
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  398,412.00 399,997.00 (1,585.00) 

June 30, 2017 381,963.00 382,172.00 (209.00) 

 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 systematically reviewed by an independent 
qualified City official separate from the preparer. This review should be materialized by a 
signature and date of review. Any differences on reconciliation should investigated and 
corrected. 

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

1) No evidence of annual review of staff payroll. 

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

City officials’ pay for October 2016 and April 2017 and noted that for one City 

Council member, the disbursement towards his attendance for the month of April 

2017 was overstated by one meeting. 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 should be adequately supported and documented. 

(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. Also, disbursements are not systematically compared to the budget by 
function. The absence of easily understandable reports may negatively impact decision-
making within the City.  

 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 – Chapter 372.13(6) of the Code of Iowa requires minutes of 
all City Council proceedings be published within fifteen days of the meeting.  
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1) There is no evidence that minutes were posted within fifteen days of the meeting. 
2) Minutes for September of 2016 and March of 2017 were not signed by a City 

official. 
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. 

 Recommendation – We recommend as follows: 
1) The City should maintain evidence that it complies with the Code of Iowa and 

publish City Council minutes within fifteen days of the meeting, as required. 
2) All minutes should be 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. 

(L) 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.  

(M) Inadequate Monitoring of Long-term Debt – As of November 1, 2016, the City of 
Springbrook has a State Revolving Fund loan with a balance of $132,000.00. The City 
does not have the loan agreement, and there is no record or evidence of monitoring of this 
loan by the City as neither the loan statement nor a loan report is presented to the City 
Council on a periodic basis.  

 Recommendation – The City should maintain proper records of long-term debts. It should 
obtain a copy of the loan agreement and systematically monitor loans by reconciling the 
balance per its amortization schedule to loan settlements. Also, it should implement written 
loan policies, and details of the loan, including the initial loan amount, the date of issuance, 
the interest rate, the loan balance and interest accrued should be included in the Clerk’s 
report reviewed by the City Council on a monthly basis.  

(N) 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 #3128 for $42.88 issued on 11/8/2016 for office supplies – No evidence 

of City Council approval. 

2) Check #3167 for $53.50 issued on 3/8/2017 for office supplies – No supporting 

receipt and no evidence of City Council approval. 
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3) Check #3168 for $85.00 issued on 3/17/2017 for Court fee – No evidence of City 

Council approval. 

4) No supporting evidence for staff salaries, although consistent over months and 

approved by City Council. 

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. 

(O) Electronic Check Retention – Iowa Code section 554D.114 allows the City to retain 
cancelled checks in an electronic format and requires retention in this manner to include 
an image of both the front and back of each cancelled check.  The City only receives the 
front of check images with bank statements. 

 Recommendation – The City should obtain and retain images of both the front and back of 
cancelled checks for all bank accounts as required by Iowa Code section 554D.114. 

 

 


