SMITHVILLE BOARD OF ALDERMAN
WORK SESSION

April 19, 2022, Immediately Following Regular Session
City Hall Council Chambers and Via Videoconference

Call to Order .

Mayor Boley, present, called the meeting to order at 8:42 p.m. A quorum of the
Board was present: Kelly Kobylski, John Chevalier, Dan Ulledahl, Dan Hartman and
Ronald Russell. Marv Atkins was absent.

Staff present: Cynthia Wagner, Anna Mitchell, Chief Jason Lockridge, Chuck Soules,
Linda Drummond, Stephan Larson, Matt Denton and Jack Hendrix.

FY21 Audit Presentation — Year ending October 31, 2021
Harold Ray of CliftonLarsonAllen, Wealth Advisors, LLC presented the audit for
fiscal year 2021.

Harold stated that CliftonLarsonAllen have been working with the City since
2015. He noted that he is the principal on the engagement responsible for
signing the audit.

The audit team consisted of Doug Host, Harold Ray, Jordan Townsend and
Steve Davis.

Harold explained that the financial statements are on a modified cash basis so
the revenues and expenses that you see in the audit are based on when the
cash is received and when the cash is paid so it is not considered full GAAP
(Generally Accepted Accounting Principles) or accrual basis statements. One
modification is included for any long-term debt and capital assets that the City
has.

Harold explained that the auditor’s responsibility is to issue an opinion on
whether the financial statements are presented fairly in all material respects.
Some of the other things they look at is if a city says they have twelve million in
cash and four million is sales tax, they check all of that as well. They also check
expenses to make sure that they are appropriately classified.

What an audit is not is a fraud examination or an opinion on the city’s financial
health. The auditor’s goal is to present the financial statements to everyone, and
people can reach their own conclusions on the city’s financial condition.

Internal Control Communications
Material Weakness — deficiencies in internal control such that there is a
reasonable possibility that a material misstatement would not be
prevented or detected and corrected on a timely basis.
e Financial Reporting



Harold explained that they are not part of the city’s internal control process.
Those financial responsibilities still reside with management and government.
He noted that this is something that you commonly see with municipalities of
Smithville’s size. He explained that processing financial statements could be
outsourced but typically that is not always a cost-effective approach.

e Audit Adjusting Entries

Harold noted the audit adjustments they made, the first one was looking at
repairs and maintenance testing, the City ending up identifying an additional
$222,000 worth of capital assets. They also identified an additional $43,000 in
miscellaneous payable accounts.

In the wastewater impact fees they reclassified cash between unrestricted and
restricted funds. Harold explained that when someone pays an impact fee it
goes into a special account and then those revenues going to be used for a
certain purpose. As those funds are expended it requires a manual adjustment
to move that from the impact fee cash account to the unrestricted cash account
as those projects occur.

The last item was to move the new Smithville Commons CID activity into a
separate fund. Along with that, the auditors are currently in process of
completing an audit of that CID and hope to have it finished in the next couple
of weeks.

Single Audit Results
e Audit required be Uniform Guidance over federal funding
e Total Federal Expenditures - $832,990
e Major Program Tested:
e COVID-19 Coronavirus Relief Fund - $588,259
e No findings reported

Harold noted that the single audit is a new process for the City this year. He
explained if you expend over $750,000 in federal funds over the course of the
fiscal year, there is a requirement to have a single audit completed over that
federal funding. The City’s total federal expenditures for the year were
$832,990. Harold explained that out of that total not every single program is
going to get tested. They have to go through a risk assessment processing
certain things like quantitative amounts such as dollar amounts of the programs
and qualitative aspects such as, have you been audited before, have there ever
been audit findings in the past.

Harold noted that the program that they did test was the COVID-19 Coronavirus
Relief Fund, the City’s CARES Act Funding. The expenditures during the year for
that were $588,000 and they report that there were no findings involved in that
single audit. One of these additional federal funding sources during this year
was ARPA funding. The ARPA funds total $1.1 million received but there were no
expenditures during the year through that program, so there were not any funds
subject to the single audit through this year but will be going forward.



Financial Results

All Governmental Funds — Revenues and
Expenditures
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All Governmental Funds — Revenue
Sources
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All Governmental Funds — Tax Revenues
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All Governmental Funds —
Expenditures
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Water and Sewer Fund Historical

Trends
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Sanitation Fund Historical Trends
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City Cash Position
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Alderman Hartman asked with the ARPA funds being relatively new to each
municipality, he assumes auditors are beginning to audit them throughout the
different municipalities. He asked if it were just basically stating what the inflow
is and what the outflow would be to make sure that is in line with the federal
government’s use of those funds?

Harold explained that the federal government produces a compliance
supplement every year that list out all the different compliance aspects that go
along with every single federal program. It lays out the different compliance
aspects that the auditors need to test and that the municipalities need to be in
compliance with. The auditors will go through and look at what are some of the
City’s internal controls to make sure that you stay in compliance with what the
federal government wants you to stay in compliance with and do tests over that
as well as make sure you are in compliance. Harold noted that this is only over
expenditures not revenue, so it depends on what the City is going to spend the
next year.

Adjourn
Alderman Ulledahl moved to adjourn. Alderman Hartman seconded the motion.

Ayes — 5, Noes — 0, motion carries. Mayor Boley declared the Work Session
adjourned at 8:58 p.m.
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Linda Drummond, City Clerk Damien Boley, Mayor




