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Report on Matters Identified as a Result of
the Audit of the Basic Financial Statements

Honorable Mayor, Members

of the City Council and Management
City of Coralville
Coralville, Iowa

In planning and performing our audit of the basic financial statements of the governmental activities,
business-type activities, each major fund, and the aggregate remaining fund information of the City of
Coralville, as of and for the year ended June 30, 2021, in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States, we considered
the City's internal control over financial reporting (internal control) as a basis for designing audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the
basic financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
City's internal control. Accordingly, we do not express an opinion on the effectiveness of the City's
internal control over financial reporting.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that
have not been identified. In addition, because of inherent limitations in internal control, including the
possibility of management override of controls, misstatements due to error, or fraud may occur and not
be detected by such controls. However, as discussed below, we identified a certain deficiency in internal
control that we consider to be a material weakness.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the City's basic financial statements will not be prevented, or
detected and corrected, on a timely basis. A reasonable possibility exists when the likelihood of an event
occurring is either reasonably possible or probable as defined as follows:

e Reasonably possible. The chance of the future event or events occurring is more than remote but
less than likely.

e Probable. The future event or events are likely to occur.

The material weakness identified is stated within this letter.
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A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

The accompanying memorandum also includes financial analysis provided as a basis for discussion. The
matters discussed herein were considered by us during our audit and they do not modify the opinion
expressed in our Independent Auditor's Report dated December 13, 2021, on such statements.

This communication is intended solely for the information and use of the City Council, management,
others within the City, and state oversight agencies and is not intended to be, and should not be, used by
anyone other than these specified parties.

:BO—SWUD\/\ LA

St. Cloud, Minnesota
December 13, 2021
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City of Coralville
Material Weakness

Material Audit Adjustment and Prior Period Adjustments

We proposed a number of audit adjustments that we considered, both individually and in the aggregate,
to be quantitatively material to the basic financial statements. This condition could adversely affect the
City's ability to present basic financial statements free of material misstatements. A material audit
adjustment and prior period adjustments were proposed. The following areas needed adjustment: land
held for resale, loans receivable, capital assets and cash.



City of Coralville
Required Communication

We have audited the basic financial statements of the governmental activities, business-type activities,
the aggregate discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City as of and for the year ended June 30, 2021. Professional standards require that
we advise you of the following matters related to our audit.

Our Responsibility in Relation to the Basic Financial Statement Audit

As communicated in our engagement letter, our responsibility, as described by professional standards, is
to form and express opinions about whether the financial statements prepared by management with your
oversight are presented fairly, in all material respects, in accordance with accounting principles
generally accepted in the United States of America. Our audit of the financial statements does not
relieve you or management of its respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of material
misstatement. An audit of financial statements includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the City's internal control over financial
reporting. Accordingly, as part of our audit, we considered the internal control of the City solely for the
purpose of determining our audit procedures and not to provide any assurance concerning such internal
control.

We are also responsible for communicating significant matters related to the audit that are, in our
professional judgement, relevant to your responsibilities in overseeing the financial reporting process.
However, we are not required to design procedures for the purpose of identifying other matters to
communicate to you.

Generally accepted accounting principles provide for certain Required Supplementary Information (RSI)
to supplement the financial statements. Our responsibility with respect to the RSI, which supplements
the basic audit financial statements, is to apply certain limited procedures in accordance with generally
accepted auditing standards. However, the RSI was not audited and, because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance, we do not
express an opinion or provide any assurance on the RSI.

Our responsibility for the supplementary information accompanying the financial statements, as
described by professional standards, is to evaluate the presentation of the supplementary information in
relation to the financial statements as a whole and to report on whether the supplementary information is
fairly stated, in all material respects, in relation to the financial statements as a whole.

Our responsibility with respect to the other information in documents containing the audited financial
statements and auditor's report does not extend beyond the financial information identified in the report.
We have no responsibility for determining whether this other information is properly stated. This other
information was not audited and we do not express an opinion or provide any assurance on it.
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Our Responsibility in Relation to Government Auditing Standards

As communicated in our engagement letter, part of obtaining reasonable assurance about whether the
basic financial statements are free of material misstatement, we performed tests of the City's compliance
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of basic financial statement amounts.
However, the objective of our tests was not to provide an opinion on compliance with such provisions.

Our Responsibility in Relation to Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance)

As communicated in our engagement letter, in accordance with the Uniform Guidance, we examined on

a test basis, evidence about the City’s compliance with the types of compliance requirements described

in the U.S. Office of Management and Budget (OMB) Compliance Supplement applicable to each of its

major federal programs for the purpose of expressing an opinion on the City’s compliance with those
requirements. While our audit provided a reasonable basis for our opinion, it did not provide a legal
determination on the City's compliance with those requirements.

In planning and performing our audit of compliance, we considered the City's internal control over
compliance with the types of requirements that could have a direct and material effect on each major
federal program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing an opinion on compliance for each major federal program and to test and report
on internal control over compliance in accordance with the Uniform Guidance, but not for the purpose
of expressing an opinion on the effectiveness of internal control over compliance.

Planned Scope and Timing of the Audit
We conducted our audit consistent with the planned scope and timing we previously communicated to
you.

Compliance with All Ethics Requirements Regarding Independence
The engagement team, others in our firm, as appropriate, our firm, and our network firms have complied
with all relevant ethical requirements regarding independence.

Qualitative Aspects of Significant Accounting Practices

Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by the City is included in the notes to basic financial statements.
There have been no initial selection of accounting policies and no changes to significant accounting
policies or their application during 2021. No matters have come to our attention that would require us,
under professional standards, to inform you about (1) the methods used to account for significant
unusual transactions and (2) the effect of significant accounting policies in controversial or emerging
areas for which there is a lack of authoritative guidance or consensus.
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Qualitative Aspects of Significant Accounting Practices (Continued)

Significant Accounting Estimates

Accounting estimates are an integral part of the basic financial statements prepared by management and
are based on management's current judgements. Those judgements are normally based on knowledge
and experience about past and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the basic financial statements and
because of the possibility that future events affecting them may differ markedly from management's
current judgements. The most sensitive estimates affecting the basic financial statements are:

Depreciation — The City is currently depreciating its capital assets over their estimated useful lives,
as determined by management, using the straight-line method.

Total Other Post Employment Benefits (OPEB) Liability, Deferred Outflows of Resources Related
to OPEB and Deferred Inflows of Resources Related to OPEB — These balances are based on an
actuarial study using the estimates of future obligations of the City for post employment benefits.

Net Pension Liability, Deferred Outflows of Resources Relating to Pensions and Deferred Inflows of
Resources Relating to Pensions — These balances are based on an allocation by the pension plans
using estimates based on contributions.

Allowance for Loan Receivable — This balance is based on the likelihood that the loans will be
forgiven.

We evaluated the key factors and assumptions used to develop the accounting estimates and determined
that they are reasonable in relation to the basic financial statements taken as a whole and in relation to
the applicable opinion units.

Financial Statement Disclosures

Certain financial statement disclosures involve significant judgment and are particularly sensitive
because of their significance to financial statement users. The financial statement disclosures are neutral,
consistent, and clear.

Significant Difficulties Encountered during the Audit
We encountered no significant difficulties in dealing with management relating to the performance of
the audit.

Uncorrected and Corrected Misstatements

For the purposes of this communication, professional standards require us to accumulate all known
and likely misstatements identified during the audit, other than those that we believe are trivial, and
communicate them to the appropriate level of management. Further, professional standards require
us to also communicate the effects of uncorrected misstatements related to prior periods on the
relevant classes of transactions, account balances or disclosures, and the basic financial statements
taken as a whole and each applicable opinion unit. Management did not identify and we did not
notify them of any uncorrected basic financial statement misstatements
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Uncorrected and Corrected Misstatements (Continued)
In addition, professional standards require us to communicate to you all material, corrected
misstatements that were brought to the attention of management as a result of our audit procedures.
The following material misstatements that we identified as a result of our audit procedures were
brought to the attention of and corrected by management.

e (Capital assets

e Loans receivable

e Land held for resale

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or
auditing matter, which could be significant to the City's basic financial statements or the auditor's
report. No such disagreements arose during the course of our audit.

Representations Requested from Management
We have requested certain written representations from management, which are included in the
management representation letter.

Management's Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters. Management has informed us that, and to our knowledge, there were no
consultations with other accountants regarding auditing and accounting matters.

Other Significant Matters, Findings, or Issues

In the normal course of our professional association with the City, we generally discuss a variety of
matters, including the application of accounting principles and auditing standards, operating and
regulatory conditions affecting the City, and operating plans and strategies that may affect the risks of
material misstatement. None of the matters discussed resulted in a condition to our retention as the City's
auditor.

Other Information in Documents Containing Audited Basic Financial Statements

We applied certain limited procedures to the RSI that supplements the financial statements. Our
procedures consisted of inquiries of management regarding the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the
financial statements, and other knowledge we obtained during our audit of the financial statements. We
did not audit the RSI and do not express an opinion or provide any assurance on the RSI.

With respect to the supplementary information accompanying the financial statements, we made
certain inquiries of management and evaluated the form, content and methods of preparing the
information to determine that the information complies with accounting principles generally
accepted in the United States of America, the method of preparing it has not changed from the prior
period, and the information is appropriate and complete in relation to our audit of the financial
statements. We compared and reconciled the supplementary information to the underlying
accounting records used to prepare the financial statements or to the financial statements themselves.



City of Coralville
Financial Analysis

The following pages provide graphic representation of select data pertaining to the financial position and
operations of the City for the past five years. Our analysis of each graph is presented to provide a basis
for discussion of past performance and how implementing certain changes may enhance future
performance. A subsequent discussion of this information should be useful for planning purposes.

General Fund

Total fund balance in the General Fund increased 33.1% in 2021 to $19,283,791, the largest fund
balance in the five years presented. General Fund revenues and other financing sources exceeded
expenditures and other financing uses by $4,800,571 during 2021. A more detailed analysis of the
General Fund revenue and expenditure components are presented on the following pages.

The City's fund balance policy establishes a fund balance minimum of 35% of the operating expenses of
the fund. The current General Fund unassigned fund balance represents 52.8% of 2021 General Fund

expenditures, or over six months of expenditures.

A five year history of General Fund balance is shown below.

‘ General Fund Balancel

$25,000,000

$20,000,000

$15,000,000

$10,000,000 -

$5,000,000 -
5 2017 2018 2019 2020 2021

@ Nonspendable $646,149 $649,610 $660,153 $563,154 $688,546
B Committed 4,156,679 5,208,971 5,998,905 7,768,920 7,715,856
@ Unassigned 5,288,691 4,266,064 6,138,688 6,151,146 10,879,389
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Financial Analysis

General Fund Revenues
Allocations of the City's revenues by source for the current and preceding year are displayed below. The
allocation was relatively consistent from 2020 to 2021. Intergovernmental revenue increased 3% due to

receiving the CARES grant in 2021.

‘General Fund Revenues 2021|
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City of Coralville
Financial Analysis

General Fund Revenues (Continued)
The chart below shows the City's revenues by source for the last five years. Taxes increased $336,600
due to an increase in the levy. Hotel/motel taxes decreased $859,242 from 2020 to 2021 due to COVID-
19. Intergovernmental revenue increased $638,758 due to receiving the CARES grant in 2021. Charges
for services decreased $435,044 due to fewer parks and recreations programs due to COVID-19. Other

sources of revenue were relatively consistent with 2020 amounts.
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$14,000,000

$12,000,000
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‘ General Fund Revenues

[H T

el

e e e e e
i Taxes Hotel/Motel Licenses and | Intergovernmen Chargf:s for Use of money Miscellaneous
Tax Permits tal Services and property
@2017| $9,747,671 $2,861,611 $1,033,867 $587,634 $4,558,289 $188,181 $253,366
®m2018| 10,137,185 2,792,923 809,004 323,801 4,477,556 230,456 194,669
@2019| 13,517,420 2,880,805 936,149 572,043 4,656,347 243,549 277,351
@2020| 13,479,666 2,951,059 823,052 432,513 3,602,794 144,686 176,154
m2021| 13,816,266 2,091,817 643,351 1,071,271 3,167,750 205,840 345,904
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Financial Analysis

General Fund Expenditures

The pie charts below show the breakdown of expenditures in the General Fund for the last two years.

Economic development decreased by 8% due to larger capital purchases in 2020. That decrease in 2021

caused other functions to slightly increase.

‘General Fund Expenditures 2021|
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Financial Analysis

General Fund Expenditures (Continued)

Five year trend information for General Fund expenditures by function is shown below. From 2020 to
2021 expenditures decreased $2,194,290. Public safety increased by $188,140 due to vehicle purchases.
General government increased by $258,622 due to payments made to Johnson County for an Urgent
Care Center. Community and economic development decreased $1,992,545 due to less capital activity.
Culture and recreation decreased by $648,497 due to decreased wages due to COVID-19 as well as
fewer capital purchases. Other functions had minor variances from the prior year.

\ General Fund Expenditures|

$12,000,000

$10,000,000

$8,000,000

$6,000,000

$4,000,000

$2,000,000

$- .
. Commumt)f and Health and social Culture and
General Government Public safety economic . .
services Recreation
development

@2017 $3,000,377 $5,500,516 $735,627 $126,870 $9,862,275
m2018 3,033,360 6,296,775 722,767 137,764 10,212,488
@2019 3,228,804 5,481,071 721,010 152,676 10,700,830
02020 3,264,891 5,941,974 2,751,774 152,686 10,673,104
m2021 3,523,513 6,130,114 759,229 152,676 10,024,607
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Financial Analysis

Water Fund

Five year trend information for the Water Fund is shown below. Revenues have exceeded expenses,
including depreciation, for all five years presented. Expenses increased $400,654, or 19.6% due to the
increased repair and maintenance expenses in 2021. Operating revenues increased by $263,080 or 11.0%
from 2020 to 2021 due to increased usage.

$3,000,000
$2,500,000
$2,000,000
$1,500,000
$1,000,000
$500,000
$- 2017 2018 2019 2020 2021
O Total Revenues $2,429,571 $2,608,120 $2,481,101 $2,387,449 $2,650,529
B Total Expenses 1,957,869 2,090,245 2,274,297 2,040,326 2,440,980
B [ncome (Loss) 471,702 517,875 206,804 347,123 209,549
@ Income without Depreciation 919,840 939,496 628,567 858,345 710,597
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Sewer Fund

Sewer Fund operating results over the last five years are presented below. Revenues have exceeded
expenses in all five years presented. Revenues increased $258,531 due to increased usage. Expenses

increased $1,222,290 due to payments made to ArenaCo for the reimbursement of storm water roof
infrastructure.

Sewer Fund

$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

s 2017 2018 2019 2020 2021
B Total Revenues $3,638,770 $4,321,916 $4,606,828 $5,003,525 $5,262,056
B Total Expenses 2,816,806 2,682,730 2,857,041 3,314,469 4,536,759
B Income (Loss) 821,964 1,639,186 1,749,787 1,689,056 725,297
B I‘gzgzc?;;ho‘i‘t 1,722,050 2,537,682 2,646,056 2,585,786 1,617,024
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Parking Fund

City of Coralville
Financial Analysis

Operating results of the Parking Fund are presented below. This Fund has been able to generate

operating income with and without depreciation for four of the last five years. From 2020 to 2021,
operating revenues of the Fund decreased $159,128 or 5.4%, due to COVID-19. Operating expenses for
the Fund increased $141,997, or 5.3% due in part to the City refunding more money to the University of
Iowa in 2021 than in 2020, under the shared operating agreement for the MOB ramp.

Parking Fund
$3,500,000
$3,000,000
$2,500,000
$2,000,000
$1,500,000
$1,000,000
$500,000
$-
8(500,000) 2017 2018 2019 2020 2021
B Total Revenues $3,051,118 $2,977,375 $3,014,023 $2,928,911 $2,769,783
B Total Expenses 2,398,211 2,439,579 2,557,635 2,684,257 2,826,254
B Income (Loss) 652,907 537,796 456,388 244,654 (56,471)
@ Income without Depreciation| 1,317,296 1,207,701 1,185,302 1,141,384 826,866
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Hotel Fund

Operating results of the Hotel Fund are presented below. As indicated below, this Fund has shown net
income in two out of the five years presented. Revenues decreased $4,034,813, or 41.9%, from 2020 due
to COVID-19. Operating expenses decreased $2,156,733, or 17.0%, from 2020 due to reductions related
to COVID-19. Unrestricted net position has been negative for the five years presented. We recommend
monitoring this fund to ensure operations stabilize in relation to the hospitality industry.

Hotel Fund
$20,000,000
$15,000,000 -
$10,000,000 -
$5,000,000 |
$_ i
$(5,000,000)
1
$(10,000,000) 2017 2018 2019 2020 2021
B Total Revenues $15,399,855 $14,822,860 $13,320,710 $9,632,126 $5,597,313
B Total Expenses 15,376,537 14,426,096 14,171,134 12,678,925 10,522,192
® Income (Loss) 23318 396,764 (850,424) (3,046,799) (4,924,879)
- :
I“[‘;"me without 1,418,352 1,816,388 717,573 (1,289,774) (3,165,539)
epreciation
B Unrestricted net position (503,540) (473,581) (2,555,000) (3,614,615) (7,077,479)
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Tax Capacity, Levy, And Rates

The next two graphs present tax rate and tax levy information for the City for the past five years. Tax
rates increased .78453 from 2020 while the property valuation decreased slightly. The property tax levy
increased $945,874 or 4.7%.
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Tax Capacity, Levy, And Rates (Continued)
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Executive Summary

The following is an executive summary of financial and business related updates to assist you in staying
current on emerging issues in accounting and finance. This summary will give you a preview of the new
standards that have been recently issued and what is on the horizon for the near future. The most recent
and significant update includes:

e Accounting Standard Update — GASB Statement No. 87 — Leases — GASB has issued GASB
Statement No. 87 relating to accounting and financial reporting for leases. This new statement
establishes a single model for lease accounting based on the principle that leases are financing of the
right to use an underlying asset.

The following is an extensive summary of the current update. As your continued business partner, we
are committed to keeping you informed of new and emerging issues. We are happy to discuss this issue
with you further and their applicability to your City.

Accounting Standard Update — GASB Statement No. 87 — Leases

The objective of this Statement is to better meet the information needs of basic financial statement users
by improving accounting and financial reporting for leases by governments. This Statement increases
the usefulness of governments’ basic financial statements by requiring recognition of certain lease assets
and liabilities for leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. It establishes a
single model for lease accounting based on the foundational principle that leases are financings of the
right to use an underlying asset. Under this Statement, a lessee is required to recognize a lease liability
and an intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a
deferred inflow of resources, thereby enhancing the relevance and consistency of information about
governments’ leasing activities.

A lease is defined as a contract that conveys control of the right to use another entity’s nonfinancial asset
(the underlying asset) as specified in the contract for a period of time in an exchange or exchange-like
transaction. Examples of nonfinancial assets include buildings, land, vehicles, and equipment. Any
contract that meets this definition should be accounted for under the leases guidance, unless specifically
excluded in this Statement.

A short-term lease is defined as a lease that, at the commencement of the lease term, has a maximum
possible term under the lease contract of 12 months (or less), including any options to extend, regardless
of their probability of being exercised. Lessees and lessors should recognize short-term lease payments
as outflows of resources or inflows of resources, respectively, based on the payment provisions of the
lease contract.

19
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Accounting Standard Update — GASB Statement No. 87 — Leases (Continued)

A lessee should recognize a lease liability and a lease asset at the commencement of the lease term,
unless the lease is a short-term lease or it transfers ownership of the underlying asset. The lease liability
should be measured at the present value of payments expected to be made during the lease term (less any
lease incentives). The lease asset should be measured at the amount of the initial measurement of the
lease liability, plus any payments made to the lessor at or before the commencement of the lease term
and certain direct costs. A lessee should reduce the lease liability as payments are made and recognize
an outflow of resources (for example, expense) for interest on the liability. The lessee should amortize
the lease asset in a systematic and rational manner over the shorter of the lease term or the useful life of
the underlying asset. The notes to basic financial statements should include a description of leasing
arrangements, the amount of lease assets recognized, and a schedule of future lease payments to be
made.

A lessor should recognize a lease receivable and a deferred inflow of resources at the commencement of
the lease term, with certain exceptions for leases of assets held as investments, certain regulated leases,
short-term leases, and leases that transfer ownership of the underlying asset. A lessor should not
derecognize the asset underlying the lease. The lease receivable should be measured at the present value
of lease payments expected to be received during the lease term. The deferred inflow of resources
should be measured at the value of the lease receivable plus any payments received at or before the
commencement of the lease term that relate to future periods. A lessor should recognize interest revenue
on the lease receivable and an inflow of resources (for example, revenue) from the deferred inflows of
resources in a systematic and rational manner over the term of the lease. The notes to basic financial
statements should include a description of leasing arrangements and the total amount of inflows of
resources recognized from leases.

GASB Statement No. 87 is effective for reporting periods beginning after June 15, 2021.

Information provided above was obtained from www.gasb.org.
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