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ePAs & BUSINESS ADVISORS

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENTAUDITING STANDARDS

To the Officials of Louisa County:

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Louisa County, Iowa, as of and for the year ended
June 30, 20] 0, which collectively comprise Louisa County's basic financial statements listed in the table
of contents, and have issued our report thereon dated March 4, 20] I. 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 the County's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of Louisa
County's internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness ofthe County's internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and was not designed to identifY all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses and therefore, there can be no
assurance that all deficiencies, significant deficiencies, or material weaknesses have been identified.
However, as described in the accompanying Schedule of Findings and Questioned Costs, we identified a
certain deficiency in internal control over financial reporting that we consider to be a material weakness
and other deficiencies that we consider to be significant deficiencies.

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 such that there is a reasonable possibility that a material misstatement
of the County's financial statements will not be prevented, or detected and corrected on a timely basis.
We consider the deficiency in internal control described in Part II of the accompanying Schedule of
Findings and Questioned Costs as item II-A-I 0 to be a material weakness.

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. We consider the deficiencies described in Part II of the accompanying Schedule of Findings
and Questioned Costs as items II-B-IO and II-C-IO to be significant deficiencies.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, non-compliance 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 no instances of non-compliance or other matters that are required to be
reported under Government Auditing Standards. However, we noted a certain immaterial instance of non
compliance or other matters which is described in Part 1II 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, 2010, are based exclusively on knowledge obtained from procedures performed during our audit
of the 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 interpretations of those
statutes.

The County's responses to findings identified in our audit are described in the accompanying Schedule of
Findings and Questioned Costs. While we have expressed our conclusions on the County's responses, we
did not audit the County's responses, and accordingly, we express no opinion on them.

This report, a public record by law, is intended solely for the information and use of the officials,
employees, and citizens of Louisa County and other parties to whom Louisa County may report, including
federal awarding agencies and pass-through entities, and is not intended to be and should not be used by
anyone other than these specified parties.

~~~Lfl
Dubuque, Iowa
March 4, 2011
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ePAs & BUSINESS ADVISORS

REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A
DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133

To the Officials of Louisa County:

Compliance

We have audited the compliance of Louisa County, Iowa, with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that could have a direct and material effect on each of its major federal programs for the year ended
June 30,2010. The County's major federal programs are identified in the summary of the independent
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 the County's management. Our responsibility is to express an opinion on
the County'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. Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether non-compliance 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 the County'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 the
County's compliance with those requirements.

In our opinion, Louisa County complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2010.

Internal Controi Over Compliance

The management of Louisa County is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants applicable to federal
programs. In planning and performing our audit, we considered the County'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 of expressing our opinion on compliance
and to test and report on internal control over compliance in accordance with OMB Circular A-133, 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 County's internal control over
compliance.
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A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, non-compliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a
reasonable possibility that material non-compliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identifY all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identifY any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above.

This report, a public record by law, is intended solely for the information and use of the officials,
employees, and citizens of Louisa County and other parties to whom Louisa County may report, including
federal awarding agencies and pass-through entities, and is not intended to be and should not be used by
anyone other than these specified parties.

Dubuque, Iowa
March 4, 2011
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LOUISA COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2010

Pass-Through

CFDA Entity Identifying Program
Grantor/Program Number Number Expenditures

U.S. Department of Agriculture:

Pass-through program from:

Iowa Department of Human Services

State Administrative Matching Grants for the

Supplemental Nutrition Assistance Program 10.561 $ 3,045

U.S. Department of Housing and Urban Development:

Pass-through program from:

Iowa Department of Economic Development

Community Development Block Grants/State's

Program and Non-Entitlement Grants in Hawaii 14.228 08-CF-010 600,000
Community Development Block Grants/State's

Program and Non-Entitlement Grants in Hawaii 14.228 08-DRI-214 5,726
Community Development Block Grants/State's

Program and Non-Entitlement Grants in Hawaii 14.228 08-DRMH-058 2,498

Total U.S. Department of Housing and Urban Development 608,224

U.S. Department of Transportation:
Pass-through program from:

Iowa Department of Transportation
Highway Planning and Construction 20.205 EDP-C058(28)--7Y-58 29,780
Highway Planning and Construction 20.205 SBIA-C058(040)--2T-58 61,864

Total U.S. Department of Transportation 91,644

U.S. Department of Education:

Pass-through program from:

Iowa Department ofTransportation

ARRA -State Fiscal Stabilization Fund (SFSF) -

Government Services, Recovery Act 84.397 S397A090016A 19,904

U.S. Department of Health and Human Services:

Pass-through program from:

Iowa Department of Human Services

Public Health Emergency Preparedness 93.069 5580BT58 62,880

Immunization Grants 93.268 5881449 7,795

Temporary Assistance for Needy Families 93.558 2,160

Refugee and Entrant Assistance - State Administered Programs 93.566 5
Child Care Mandatory and Matching Funds ofthe

Child Care and Development Fund 93.596 823

Foster Care Title - IV-E 93.658 1,661
Adoption Assistance 93.659 412
Social Services Block Grant 93.667 MHDS09-087 80,285
Social Services Block Grant 93.667 5889C058 9,132
Social Services Block Grant 93.667 1,738
Children's Health Insurance Program 93.767 21
Medical Assistance Program 93.778 3,520

Total U.S. Department of Health and Human Services 170,432

(continued)
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LOUISA COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2010

CFDA Entity Identifying

"G"'ran=to"r/"P-"ro"'g"-ram= Number -'N-'-'u"'m"'b"'e'-r _

Program
Expenditures

Corporation for National and Community Service:

Pass-through program from:

Linn County, Iowa
AmeriCorps 94.006 06ACHAOOI0006 =-$~~~262,8=-7~8

U.S. Department of Homeland Security:

Pass-through program from:
Iowa Department of Homeland Security

Flood Mitigation Assistance
Disaster Grants - Public Assistance

(Presidentially Declared Disasters)

Total U.S. Department of Homeland Security

Total

97.029

97.036

DR-1763-58-01

FEMA-1763-DR-IA

$

12,487

1,201,622

1,214,109

2,134,236

See notes to the Schedule of Expenditures of Federal Awards. 57



LOUISA COUNTY
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2010

Note 1. Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
Louisa County and is presented on the accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-l33, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in this schedule may
differ from amounts presented in, or used in the preparation of, the basic financial statements.

Note 2. Subrecipients

Of the federal expenditures presented in the schedule, Louisa County provided federal awards to
subrecipients as follows:

Program Title
Federal

CFDANumber
Amount Provided
to Subrecipients

Community Development Block Grants/State's
Program and Non-Entitlement Grants in Hawaii 14.228 $ 580,000
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LOUISA COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2010

Part I: Summary of the Independent Auditor's Results:

Financial Statements
Type ofauditor's report issued

Internal control over financial reporting:
Material weakness identified
Significant deficiency

Noncompliance material to financial statements noted

Federal Awards
Internal control over major programs:

Material weakness identified
Significant deficiency

Type of auditor's report issued on compliance for major programs

Any audit findings disclosed that are required to be reported in
accordance with Circular A-133, Section .51 O(a)

Identification of major programs:

Unqualified

Yes
Yes

No

No
None reported

Unqualified

No

CFDA Number

14.228

97.036

Dollar threshold used to distinguish
between Type A and Type B programs

Auditee qualified as low-risk auditee

Part II: Findings Related to the Basic Financial Statements:

MATERIAL WEAKNESS

Name of Federal Program or Cluster

Community Development Block
Grants/State's Program and
Non-Entitlement Grants in Hawaii

Disaster Grants - Public Assistance
(Presidentially Declared Disasters)

$300,000

No

II-A-IO Preparation of Financial Statements

Criteria - A properly designed system of internal control over financial reporting calls for the
preparation of an entity's financial statements, accompanying notes to the financial
statements, and schedule of expenditures of federal awards by internal personnel of the entity.
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LOUISA COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2010

Part IT: Findings Related to the Basic Financial Statements: (continued)

MATERIAL WEAKNESS

Condition - As auditors, we were requested to draft the financial statements, accompanying
notes to the financial statements, and schedule of expenditures of federal awards. It is the
responsibility of management and those charged with governance to make the decision
whether to accept the degree of risk associated with this condition because of cost or other
considerations.

Cause - We recognize that with a limited number of office employees, preparation of the
financial statements is difficult.

Effect - The effect of this condition is that the financial reporting is prepared by a party
outside of the entity. The outside party does not have the constant contact with ongoing
financial transactions that internal staff have.

Recommendation - We recommend that County officials continue reviewing operating
procedures in order to obtain the maximum internal control over financial reporting possible
under the circumstances to enable staffto draft the financial reports internally.

Response - The County will continue to review operating procedures and segregate employee
duties to the extent financially feasible to maximize internal control. At this time, the County
does not have the resources to hire additional staff to draft the financial reports internally.

Conclusion - Response accepted.

SIGNIFICANT DEFICIENCIES

II-B-IO Sheriff's Office Segregation of Duties

Criteria - Properly designed segregation of duties allows entities to initiate, authorize, record,
process, and report financial data reliably in accordance with generally accepted accounting
principles.

Condition - The Sheriff's office has various procedures implemented to enhance internal
controls. However, due to staffing constraints, the County is still unable to fully segregate the
receipt and posting functions.

Cause - With a limited number of office employees, segregation of duties is difficult.

Effect - Since job functions were not properly segregated, misstatements may not have been
prevented or detected on a timely basis in the normal course of operations.

Recommendation - County officials should review the operating procedures of the office to
obtain the maximum internal control over financial reporting possible under the
circumstances.

Response - The Sheriff's Office will review the operating procedures, but due to personnel
limitations additional procedures to increase internal control are not expected.

Conclusion - Response accepted.
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LOUISA COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2010

Part II: Findings Related to the Basic Financial Statements: (continned)

SIGNIFICANT DEFICIENCIES

II-C-1O Treasurer's Office Segregation of Duties

Criteria - Properly designed segregation of duties allows entities to initiate, authorize, record,
process, and report financial data reliably in accordance with generally accepted accounting
principles.

Condition - The Treasurer's office has various procedures implemented to enhance internal
controls. However, due to staffing constraints, the County is still unable to fully segregate the
receipt and posting functions.

Cause - With a limited number of office employees, segregation of duties is difficult.

Effect - Since job functions were not properly segregated, misstatements may not have been
prevented or detected on a timely hasis in the normal course of operations.

Recommendation - County officials should review the operating procedures of the office to
obtain the maximum internal control possible under the circumstances.

Response - The Treasurer's Office continues to review operating procedures on a regular
basis and does everything in its power to maximize internal control. The Treasurer's Office
does the best they can with the number of employees available.

Conclusion - Response accepted.

Part III: Other Findings Related to Required Statutory Reporting:

llI-A-IO Certified Budget - Disbursements at June 30, 2010, did not exceed the amount budgeted.

llI-B-IO 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.

llI-C-IO Travel Expense - No expenditures of County money for travel expenses of spouses of County
officials and/or employees were noted.
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LOUISA COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2010

Part III: Other Findings Related to Required Statntory Reporting: (continned)

III-D-IO Business Transactions - Business transactions between the County and County officials
and/or employees are detailed as follows:

Name, Title, and Transaction
Business Connection Description Amount

Adam Caudle, employee, Services $ 48
spouse is Jeanette Caudle

Joellen Yotter, employee, Services $ 434
spouse is owner of Grandview Service

Staci Griffin, employee Services $ 1,396

Staci Griffin, employee, Services $ 263
owner of Stitches & Cream

Staci Griffin, employee, Services $ 1,544
spouse is Jason Griffin

Linda Schafer, employee, Services $ 538
spouse is Harlan Schafer

Sylvia Belzer, employee, Services $ 125
spouse is Terry Belzer

In accordance with Chapter 331.342 of the Code oflowa, the transactions above, except for
those with Jason Griffin, do not appear to represent conflicts of interest since total
transactions with each individual were less than $1,500 during the fiscal year. The transaction
with Jason Griffin may represent a contlict of interest.

Recommendation - We recommend the County review the transaction with Jason Griffin with
legal counsel.

Response - The County will consult with the County Attorney to review the Jason Griffin
transaction.

Conclusion - Response Accepted.

III-E-IO Bond Coverage - Surety bond coverage of County officials and employees is in accordance
with statutory provisions. The amount of coverage should be reviewed annually to ensure that
the coverage is adequate for current operations.

III-F-IO Board Minutes - No transactions were found that we believe should have been approved in
the Board minutes but were not.

III-G-IO Deposits and Investments - No instances of non-compliance with the deposit and investment
provisions of Chapters 12B and 12C of the Code ofIowa and the County's investment policy
were noted.
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LOUISA COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2010

Part 111: Other Findings Related to Required Statutory Reporting: (continued)

III-H-IO 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 Iowa in order to receive the additional REAP funds allocated in accordance with
subsections (b)(2) and (b)(3).

III-I-IO County Extension Office - The County Extension Office is operated under the authority of
Chapter 176A of the Code ofIowa and serves as an agency of the State ofIowa. This fund is
administered by an Extension Council separate and distinct from County operations and,
consequently, is not included in Exhibits A or B.

Disbursements during the year ended June 30, 2010, for the County Extension Office did not
exceed the amount budgeted.

63




