

















Black Hawk County, lowa

Summary Schedule of Prior Audit Findings
Year Ended June 30, 2009

Corrective Action Plan

Finding Status or Other Explanation
Findings Related to the Financial Statements:
Significant Deficiencies in Internal Control:
08-1-A Inadequate segregation of duties in cash disbursement Corrected
process as it relates to purchasing, receiving and approval
of invoices.
08-11-B Lack of segregation of duties in payroll. Not corrected Significant deficiency at 09-1I-A
Findings Related to Federal Awards:
Significant Deficiencies in Internal Control:
08-11I-A Inadequate system in place to ensure compliance with the Corrected
procurement, suspension and debarment compliance
requirements in the Emergency Management Department.
08-111-B Inadequate system to monitor subrecipients in the Emergency Corrected
Management Department.
Instances of Noncompliance:
08-11I-C The Health Department at the County did not ensure that Corrected
subrecipients expending $500,000 or more in federal awards
during the current year met the requirements of OMB Circular
A-133.
Other Findings Related to Required Statutory Reporting:
08-IV-A Expenditures during the year exceeded the amount budgeted Not corrected Finding repeated at 09-IV-A

in the debt service function.
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McGladrey & Pullen

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 Board of Supervisors
Black Hawk County, lowa
Waterloo, lowa

We have audited the financial statements of the governmental activities, business-type activities, each major fund
and the aggregate remaining fund information of Black Hawk County, lowa as of and for the year ended June 30,
2009, and have issued our report thereon dated December 7, 2009. We conducted our audit 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Black Hawk County, lowa's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Black Hawk County, lowa's
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Black
Hawk County, lowa's internal control over financial reporting.

Qur consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might be
significant deficiencies or material weaknesses. However, as discussed below, we identified certain deficiencies in
internal control over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or employess, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity's
ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement of the entity's financial
statements that is more than inconsequential, will not be prevented or detected by the entity's internal control. We
consider the deficiency described in the accompanying schedule of findings and questioned costs as item 09-11-A to
be a significant deficiency in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
entity's internal control.

McGladrey & Pullen, LLP is a member firm of RSM International -
an affiliation of separate and independent legal entities.
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Qur consideration of the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. However, we believe that the significant deficiency described above is not a
material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Black Hawk County, lowa's financial statements are free of
material misstatement, we performed tests of its 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
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed ho
instance of noncompliance or other matters that are required to be reported under Government Auditing Standards.
However, we noted certain immaterial instances of noncompliance or other matters that are described in Part IV of
the accompanying schedule of findings and questioned costs.

Comments involving statutory and other legal matters about the County’s operations for the year ended June 30,
2009 are based exclusively on knowledge obtained from procedures performed during our audit of the basic financial
statements of the County. Since our 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 interpretation of those statutes.

We noted certain matters that we reported to management of Black Hawk County, lowa in a separate letter dated
December 7, 2009,

Black Hawk County, lowa’s response to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit Black Hawk County’s response and, accordingly, we
express no opinion on it

This report is intended solely for the information and use of the Board of Supervisors, management, federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than those

specified parties.
/%4-%/%7 / /IQZ&%/ Lo~

Davenport, lowa
December 7, 2009
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report on Compliance with
Requirements Applicable to Each Major Program and
Internal Control Over Compliance in Accordance With
OMB Circular A-133

To the Board of Supervisors
Black Hawk County, lowa
Waterloo, lowa

Compliance

We have audited the compliance of Black Hawk County, lowa with the types of compliance requirements described in
the U. S. Office of Management and Budget (OMB) Circular A-133, Compliance Supplement that are applicable to
each of its major federal programs for the year ended June 30, 2009. Black Hawk County, lowa's major federal
programs are identified in the summary of auditor's results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to each of
its major federal programs is the responsibility of Black Hawk County, lowa's management. Our responsibility is to
express an opinion on Black Hawk County, lowa's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; 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 we plan and perform the audit to obtain
reasonable assurance about whether noncompliance 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 Black Hawk County, lowa's compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion. Our audit does not provide a legal determination on Black Hawk County, lowa's compliance
with those requirements.

In our opinion, Black Hawk County, lowa complied, in all material respects, with the requirements referred to above
that are applicable to each of its major federal programs for the year ended June 30, 2009.

Internal Control Over Compliance

The management of Black Hawk County, lowa is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts and grants applicable to federal
programs. In planning and performing our audit, we considered Black Hawk County, lowa's internal control over
compliance with the requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose expressing our opinion on compliance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of the Black Hawk County, lowa's internal control over compliance.

McGladrey & Pullen, LLP is a member firm of RSM International -
an affiliation of separate and independent legal entities.
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Qur consideration of internal control over compliance was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in the entity's internal control that might be significant
deficiencies or material weaknesses as defined below. However, as discussed below, we identified certain
deficiencies in internal control over compliance that we consider to be significant deficiencies.

A control deficiency in an entity's 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 functions, to prevent or
detect noncompliance with a type of compliance requirement of a federal program on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the entity's ability to
administer a federal program such that there is more than a remote likelihood that noncompliance with a type of
compliance requirement of a federal program that is more than inconsequential will not be prevented or detected by
the entity's internal control. We consider the deficiencies in internal control over compliance described in the
accompanying schedule of findings and questioned costs as items 09-1I-A and 09-I11-D to be significant deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that material noncompliance with a type of compliance requirement of a federal program will not be
prevented or detected by the entity's internal control. We did not consider any of the deficiencies described above to
be material weaknesses.

Black Hawk County, lowa's response to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit Black Hawk County, lowa's response and, accordingly,
We express no opinion on it,

This report is intended solely for the information and use of the Board of Supervisors, management, federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than those

specified parties.
/%4-%/%7 / /IQZ&%/ P

Davenport, lowa
December 7, 2009
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Black Hawk County, lowa

Schedule of Findings and Questioned Costs
Year Ended June 30, 2009

Summary of the Independent Auditor's Results

Financial Statements

Type of auditor's report issued: Unqualified

Internal control over financial reporting:

¢ Material weakness(es) identified?

¢ Significant deficiency(ies) identified that are not considered to be material weaknesses?
¢ Noncompliance material to financial statements noted?

Federal Awards

Internal control over major programs:

¢ Material weakness(es) identified?
¢ Significant deficiency(ies) identified that are not considered to be material weaknesses?

Type of auditor's report issued on compliance for major programs: Unqualified
e Any audit findings disclosed that are required to be reported in accordance with

Section 510(a) of Circular A-133?

Identification of major program:

CFDA Number Name of Federal Program or Cluster
14.228 Jumpstart Residential
14.228 Jumpstart (Small Business Assistance Program)
39.011 Help America Vote Act
97.036 FEMA

Dollar threshold used to distinguish between type A and type B programs: $300,000

Auditee qualified as low-risk auditee?

(Continued)
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Black Hawk County, lowa

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2009

ll.  Findings Related to the Financial Statement Audit as Required to be Reported in Accordance
with Generally Accepted Government Auditing Standards

A. Significant Deficiencies in Internal Control Over Financial Reporting
09-1I-A
Finding: There is a lack of segregation of duties in payroll.

Condition: Payroll clerks have the system rights to enter their own time into the system and the rights
to make changes to pay rates.

Context: Pervasive to payroll disbursements.
Effect: Misappropriation of assets could occur.

Recommendation: We recommend the County segregate employee master file access from
individuals involved in the payroll processing functions.

Response and Corrective Action Plan: The County will work on a plan to segregate the payroll duties
listed and to comply with the overall recommendation.

B. Compliance Findings
None
lll.  Findings and Questioned Costs for Federal Awards
A. Significant Deficiencies in Internal Control

09-11-A

U.S. Department of Housing and Urban Development

lowa Department of Economic Development

Jumpstart (Small Business Assistance Program) (CFDA 14.228)
Jumpstart Residential (14.228)

Federal Award Year: 2008/2009

Finding: The County does not have an adequate system in place to monitor subrecipients of federal
funding.

(Continued)
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Black Hawk County, lowa

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2009

Criteria: As stated in OMB Circular No. A-133, the County as a pass-through entity, is responsible for
award identification, award monitoring, and reviewing subrecipient audits. Award identification
involves communicating to the subrecipient the federal award information (e.g., CFDA title and
number, award hame, hame of federal agency) and applicable compliance requirements. It also
includes identifying the amount of the award. The award monitoring involves monitoring the
subrecipient's use of federal awards through reporting, site visits, regular contact or other means to
provide reasonable assurance the subrecipient administers federal awards in compliance with laws,
regulations and the provisions of contracts or grant agreements and that performance goals are
achieved.

Condition: The County has an agreement with a subrecipient that facilitates the grant. The County
does not monitor the expenditures of the program.

Context: The expenditures associated with the Jumpstart Program.
Effect: Noncompliance with federal grant compliance requirements and potential questioned costs.

Recommendation: The County should develop a system to properly monitor subrecipients. The
monitoring should include proper notification of the award, review of expenditure reimbursement
requests and the receipt and review of single audit reports.

Response and Corrective Action Plan: The County will develop a system to properly notify and
monitor subrecipients of federal funding as well as ensuring that the proper receipt and review of
single audit reports also occurs.

09-11-B

U.S. Department of Housing and Urban Development

lowa Department of Economic Development

Jumpstart (Small Business Assistance Program) (CFDA 14.228)
Jumpstart Residential (14.228)

Federal Award Year: 2008/2009

Finding: The County does not have a system in place to ensure they are in compliance with the
Procurement, Suspension and Debarment compliance requirement.

Criteria: The U.S. Office of Management and Budget (OMB) Circular A-133 states, Nonfederal entities
are prohibited from contracting with or making subawards for goods and services that are expected to
equal or exceed $25,000 to parties that are suspended or debarred or whose principals are
suspended or debarred.

Condition: The County has made subawards of federal funding and does not have a system in place
to verify the subrecipient is not suspended or debarred.

(Continued)
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Black Hawk County, lowa

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2009

Context: The expenditures associated with the Jumpstart Program that meet the criteria of covered
transactions.

Effect: Noncompliance with federal grant compliance requirements.

Recommendation: We recommend the County implement procedures to ensure providers and
subrecipients are not suspended or debarred.

Response and Corrective Action Plan: The County will implement procedures to ensure providers and
subrecipients are not suspended or debarred.

09-1l-C

U.S. Department of Housing and Urban Development

lowa Department of Economic Development

Jumpstart (Small Business Assistance Program) (CFDA 14.228)
Jumpstart Residential (14.228)

Federal Award Year: 2008/2009

U.S. Department of Homeland Security
lowa Department of Public Defense
FEMA (CFDA 97.036)

Federal Award Year: 2008/2009

Finding: The County does not have a system in place to report all federal grant information specifically
related to the Jumpstart and FEMA programs of the schedule of expenditures of federal awards.

Condition: The U.S. Office of Management and Budget (OMB) requires recipients of federal funds to
track and report financial information related to the federal funds received.

Context: Pervasive to the Jumpstart and FEMA federal grant programs.

Effect: The County could fail to report receivables, expenditures and deferred revenues in accordance
with generally accepted accounting principles and as required by the Single Audit Act.

Recommendation: We recommend the County track all federal grants in a manageable system. The
system should include procedures to properly account for grant receivables, grant revenues and grant
deferrals.

Response and Corrective Action Plan: The County will implement procedures to properly track all
federal grants and to account for grant receivables, revenues and deferrals.

(Continued)
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Black Hawk County, lowa

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2009

09-111-D

U.S. Department of Homeland Security
lowa Department of Public Defense
FEMA (CFDA 97.036)

Federal Award Year: 2008/2009

Finding: The County (excluding the Engineering department) does not have a system in place to
ensure they are in compliance with the Suspension and Debarment compliance requirement.

Criteria: The U.S. Office of Management and Budget (OMB) Circular A-133 states, Nonfederal entities
are prohibited from contracting with or making subawards for goods and services that are expected to
equal or exceed $25,000 to parties that are suspended or debarred or whose principals are
suspended or debarred.

Condition: The County (excluding the Engineering department) has contracted with providers of
goods and services in excess of $25,000 and does not have a system in place to verify the provider is
not suspended or debarred.

Context: The expenditures associated with the FEMA Program that meet the criteria of covered
transactions.

Effect: Noncompliance with federal grant compliance requirements.

Recommendation: We recommend the County implement procedures to ensure providers are not
suspended or debarred.

Response and Corrective Action Plan: The County will implement procedures to ensure providers are
not suspended or debarred.

Instances of Noncompliance

None

Other Findings Related to Required Statutory Reporting
09-IV-A Certified Budget

Finding: Expenditures during the year ended June 30, 2009 exceeded the amount budgeted in the debt
service function.

Recommendations: The budget should be amended in accordance with Chapter 331.435 of the Code of

lowa before expenditures were allowed to exceed the budget.

Response: The budget was amended for fiscal year 2009 based on the best information available. The
County incurred some debt service costs that were unanticipated. The County will continue to amend the
budget in accordance with Chapter 331.435 of the Code of lowa as needed for future fiscal years.

Conclusion: Response accepted
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Black Hawk County, lowa

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2009

09-1V-B Questionable Expenditures

No expenditures that we believe may not meet the requirements of public purpose as defined in an
Attorney General's opinion dated April 25, 1979 were noted.

09-IV-C Travel Expense

No expenditures of County money for travel expenses of spouses of County officials or employees were
noted.

09-1V-D Business Transactions

Business transactions between the County and County officials or employees were noted and were done in
compliance with state statutes.

09-IV-E Bond Coverage

Surety bond coverage of County officials and employees is in accordance with statutory provisions. The
amount of surety bond coverage should be reviewed annually to ensure the coverage is adequate for
current operations.

09-IV-F Board Minutes

No transactions were found that we believe should have been approved in the Board minutes but were not.

09-1V-G Deposits and Investments

No instances of noncompliance with the deposit and investment provisions of Chapter 12B and 12C of the
Code of lowa and the County’s investment policy.

09-1V-H Resource Enhancement and Protection Certification

The County properly dedicated property tax revenue to conservation purposes as required by Chapter
455A.19(1)(b) of the Code of lowa in order to receive the additional REAP funds allocated in accordance
with subsections (b)(2) and (b)(3).

09-1V-l County Extension Office

The County Extension Office is operated under the authority of Chapter 176A of the Code of lowa and
serves as an agency of the state of lowa. This fund is administered by an Extension Council separate and
distinct from County operations.

09-1V-J-Outstanding Checks Other Than Warrants

No instances of noncompliance with outstanding check other than warrants provisions of Chapter 331.554
of the Code of lowa.
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Black Hawk County, lowa

Corrective Action Plan

June 30, 2009

Current Number

Comment

Corrective Action Plan

Anticipated Date of

Completion

Contact Person

Findings Related to Financial Statements:

Significant Deficiencies in Internal Control:

09-1-A

Lack of segregation of duties in payroll.

Findings Related to Federal Awards:

Significant Deficiencies in Internal Control:

09-111-A
09-111-B
09-11I-C
09-111D

Inadequate system to monitor subrecipients for
JumpStart program.

Inadequate system in place to ensure
compliance with the procurement, suspension
and debarment compliance requirements for
JumpStart proaram.

The County does not have a system in place to
capture all federal grant information specifically
related to the Jumpstart and FEMA program.

The County does not have a system in place to
ensure compliance with suspension and
debarment compliance requirements for the
FEMA program.

Other Findings Related to Required Statutory Reporting:

09-IV-A

Expenditures in the debt service fund exceeded
budget.

See response and corrective
action plan at 09-11-A.

See response and corrective
action plan at 09-111-A.

See response and corrective
action plan at 09-111-B.

See response and corrective
action plan at 09-111-C.

See response and corrective
action plan at 09-111-D.

See response and corrective
action plan at 09-IV-A.
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June 30, 2010

June 30, 2010

June 30, 2010

June 30, 2010

June 30, 2010

Helen Steffen,
Payroll and Real Estate
Tax Manager

James W. Bronner,
Finance Director

James W. Bronner,
Finance Director

James W. Bronner,
Finance Director

James W. Bronner,
Finance Director

James W. Bronner,
Finance Director
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