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INDEPENDENT ACCOUNTANT' S REPORT ON APPLYING AGREED-UPON PROCEDURES

To the Honorable Mayor and
Members of the City Council:

I performed the procedures beJ-ow, which were established at Iowa Code Chapter 11.6, to
provide oversight of Iowa cities. Accordingly, I have appJ-ied certain procedures to
selected accounting records and rel-ated information of the City of Shell Rock for the
period JuIy 1, 2021 through June 30, 2022, incJ-uding procedures related to the City's
compliance with certain Code of Iowa requirements identifled below. The Ci-ty of Shell
Rock's management, which agreed to the performance of the procedures performed, is
responsible for compliance with these requj-rements and for the City's records.

This aqreed-upon procedures engagement was conducted in accordance with attestatlon
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 Genera.l- of the United States. The City of Shel-1 Rock's
manaqement has agreed to and acknowledged that the procedures performed are
appropriate to meet the intended purpose to report, i-n accordance wj-th Chapter 11,6 of
the Code of Iowa, recommendations pertaining to selected accounting records and
rel-ated information of the City i-ncluding the City's compliance with certain Code of
Iowa requirements. This report may not be suitab1e for any other purpose. The
procedures performed may not address aIl the ltems of interest to a user of this
report and may not meet the needs of all users of this report and, as such, users are
responsible for determining whether the procedures performed are appropriate for their
purposes .

The procedures I performed are summarized as follows

I observed sefected City Council- meeting minutes for compliance with Chapters
27, 312.13(6) and 380 of the Code of Iowa.

2. I obtained an understanding of the City's internaf control-s to determine if
proper control procedures are in place and incompatibfe duties, from a cont.rof
standpoint, are not performed by the same employee.

3

4

I observed
Iowa.

surety bond coverage for compliance with Chapter 64 of the Code of

determine
financia I

E

I obtained and observed the City Cferk's financial reports and selected bank
reconcil-iations to determine whether the bank balances properly reconciled to
the general ledger account ba1ances and monthly financial reports provided to
the City Council.

I scanned City funds for conslstency with the City Finance Commj-ttee's
recommended Uniform Chart of Accounts (COA) and to determine required funds and
fund balances are properly maintained and accurately accounted for.

6. r observed the city's fiscal- year 2022 Annual Financial Report to
whether it was completed and accurately refl-ects the City, s
lnformation.
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I scanned investments to determine compfiance with Chapter I2B of the Code of
Iowa.

I scanned depository resofutions/ the City's investment policy and reporting of
uncl-aimed property to the State of Iowa to determine compliance with Chapters
72C.2, 128.10B and 556.1 (12) of the Code of Iowa.

I scanned debt, incJ-uding general obligation and revenue bonds/notes, and
refated transactions for proper author.ization and compliance with Chapters f5,
384 and 403.9 of the Code of lowa and to determine whether the debt and related
proceeds and repayments were properly accounted for.

1 0 . I scanned sefected tax j-ncrement financing ( TI F) transactions, including
receipts, disbursements and transfers, for compliance and accurate accounting,
including compliance with the TIF reporting requirements of Chapter 384,22 of
the Code of lowa.

11. I observed the City's TIF debt certification forms filed with the County
Auditor, including requests for collection of reduced TIF amounts and to
decertify certain TIF obligations, as applicable, for proper support and
compliance with Chapter 403.19(6) of the Code of Iohra.

12. T traced sel-ected rece-ipts for accurate accounting and consistency with the
recommended COA.

13. The City had no voter approved levies

I4. I traced selected disbursements to proper approval, adequate supporting
documentation, accurate accounting and consistency wj-th the recommended COA and
compliance wj-th the public purpose criteria established by Article III, Section
31 of the Constitution of the State of Towa.

15. f traced transfers between funds to proper authorization and accurate accounti-ng
and to determine whether transfers were proper.

16. I traced se.l-ected payroJ-1 and re-Iated transactions to proper authorization and
accurate accounting and determine whether payroll was proper.

7'7. I observed the annual- certifled budget for proper
and timeJ-y amendment.

authorization, certification

Based on the performance of the procedures described above, I identified various
findings and recommendatj-ons for the City. My findings and recommendations are
descrj-bed in the Detail-ed Findings and Recommendations section of this report. Unless
reported in the Detailed Findings and Recommendations, no exceptions were noted during
the performance of the specific procedures listed above.

I was engaged by the City of Shel-f Rock's management to perform this agreed-upon
procedures engagement and conducted my engagement 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,
lssued by the Comptroller General of the United States. I was not engaged to and did
not conduct an examination or review engagement, the objective of which woul-d be the
expressi-on of an opinion or concfusion, respectively, on specific accounting records
and related information of the City, including compJ-iance with specific Code of lowa
requi-rements. Accordingly, I do not express such an opinion or concJ-usion. Had I
performed additionaf procedures, other matters night have come to my attention that
would have been reported to you.
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I am required to be independent of the City of Shell- Rock and to meet my other ethical-
responsibilj-tles, j-n accordance with the relevant ethical requirements related to my
agreed-upon procedures engagement.

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 findings and recommendations
pertaining to selected accounti-ng records and related information of the City,
including the City's compliance with certai-n Code of Iowa requirements. This report is
not suitable for any other purpose.

I woufd like to acknowledge the many courtesies and assistance extended to us by
personnel of the City of She1l Rock during the course of my agreed-upon procedures
engagement. Should you have any questions concerning any of the above matters, I shall
be p1e ed to discuss them with you at your convenj-ence

CharJes City, fowa
November 9, 2022
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Detailed Findings and Recommendations



(A) Segregation of Duties - Management is responsible for establishing and

crTY oF SHELL ROCK, rOWA
DETAILED FINDINGS AND RECOMMENDATIONS

FOR THE PERTOD JULY 1 , 2027 THROUGH JllNE 30 , 2022

maintaining internal- control. A good system of internaf contro-l- provides for
adequate segregation of duties so no one individual handl-es a transaction from
its inception to completion . In order to maintain proper internal control,
duties should be segregated so the authorizatlon, custody and recording of
transactj-ons are not under the contro] of the same employee. This segregatlon of
duties helps prevent l-osses from employee error or dishonesty and maximizes the
accuracy of the City's financiaf statements. Generally, one individual- has
controf over each of the following areas for the Clty:

(1) Cash - handling, reconcj-ling and recording

(21 Receipts - opening ma11, collecting, depositing, recording, reconciling
and posting.

(3) Disbursements - purchaslng, invoice processing, check writing, mailing,
reconcifing and recording.

(4) Payroll - recordkeeping, preparlng and distributing

(5) Utilities - billing, collecting, depositing and posting.

(6) Financial reporting - preparing and reconciling

(7) Journal entries - preparing and recording.

Recommendation - I realize segregation of duties is dlfficult with a Iimited
number of employees. However, the City shoul-d review its control procedures to
obtain the maximum internal control- possible under the circumstances utilizing
currently available staff, incl-uding el-ected officials. lndependent reviews of
reconcj-liations shoul-d be documented by the signature or initial-s of the
reviewer and the date of the review.

(B) Business Transactions - Business transactions between the

Transaction
Descript ion

City and City
are detail-ed as

Amount

$ 2,880

of fowa, the above
interest since totaf

officials or employees which may represent conflicts of interest
foflows:

Name, Tit1e, and
Business Connection

Carla Rops,
Sister-in-]aw of employee Deb Nieman Cleaning

In accordance with Chapter 362 .5 ( 3 ) ( j ) of the Code
transactj-ons do not appear to represent a conflict of
transactions were less than $6,000 during the fiscal year.

(C) Excessive Bal-ance - The balance in the Special Revenue, Road Use Tax Fund at
June 30, 2022 was in excess of fund disbursements for the year

Recommendation The City shoul-d consider the necessity of maintaining this
substantial bafance and, where financial-fy feasible, consider reducj-ng the
balance in an orderly manner.
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(D)

(F)

fnterfund Transfers - Section 545-2 of the City Finance Committee Rules requires

CITY OF SHELL ROCK, IOWA

DETAILED FINDINGS A}ID RECOMMENDATIONS

FOR THE PERIOD JULY 1 , 2O2L THROUGH JUNE 30, 2022

approving the city, s fund transfers did not include the purpose

noted a check with only one authorized s ignature.

resol-ution must be completed for afI transfers between funds
and must incfude a clear statement of reason or purpose for the transfer, the
name of the fund from which the transfer is originating, the name of the fund
lnto which the transfer is to be received, and the dol]ar amount to be

transferred. For transfers of utiJ-ity surpl-uses outl-ined j.n subrul-e 2.5 (5), the
calculatj-on proving the surplus must afso be shown in the resolution'"

The reso.Iutions
of each transfer

Recommendation - The resofutions approving all fund transfers shoufd include the
information required by Section 545-2 o f the City Finance Committee rules

(E) Annuaf Financial Report - The Annuaf Financial Report (ARf') debt outstandi-ng
schedule does not agree with City financial records

Recommendation - The City should review and verify the AFR before finalizing it
to ensure the Ci-ty's figures and AFR's figures agree with each other

Countersignature of Checks - The City requires checks to be signed by tvio

(G) Certified Budget - Disbursements during the year ended June 30' 2022

authorized individuals' I

Recommendation - Checks
individual- and then the
with the check to
countersignature.

the amount budgeted in the Public
384.20 of the Code of lowa states,

should be prepared and signed by one authorj-zed
suppori:ing documentation should be made avaifabl-e along
a second independent individual for review and

exceeded
Chapter

expended
works function prior to amendment.
in part, "Public monles maY not be

or encumbered except under an annual or contlnuing appropriation."

Recommendatj-on - The budget shoufd have been amended in accordance with Chapter
384.18 of the Code of Iowa before
budget.

disbursement were allowed to exceed the

(H) GeneraL Ledger Postings A general journal entry was not posted correctly for a

trans fer .

Recommendation - General journal entries shoul-d be reviewed to ensure correct
general ledger.postings to the
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