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INDEPENDENT AUDITOR’S REPORT

To the Officials of Wapello County, lowa:

We have audited the accompanying financial statements of the governmental activities, each majer fund, and the aggregate
remaining fund information of Wapello County, lowa, as of and for the year ended June 30, 2004, which collectively
comprise the County’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of Wapello County, lowa’s management. Qur responsibility is to express opinicns on these financial

statements based on our audit.

We conducted our audit in accordance with U S generally accepted auditing standards, Chapter 11 of the Code of lowa,
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptrolter
General of the United States. Those standards and provisions require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounis and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reascnable basis for our opinions,

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, each major fund, and the aggregate remaining fund information of Wapello County,
lowa at June 30, 2004, and the respective changes in financial position and cash flows, where applicable, for the yvear then
ended in conformity with U.S. generally accepted accounting principtes

In accordance with Government Auditing Standards, we have also issued our reports dated September 15, 2004 on our
consideration of Wapello County, lowa's internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, coniracts and grants. Those reports are an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in considering the

results of our audit.

Management’s Discussion and Analysis and budgetary comparison information on pages 3 through 7 and 33 through 35 are
not required parts of the basic financial statements, but are supplementary information required by the Govemmental
Accounting Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information We did not audit
the information and express no opinion on it.

Our audit was performed for the purpose of forming opinicns on the financial statements that coliectively comprise Wapello
County, lowa's basic financial staternents. We previously audited, in accordance with the standards referred to in the
second paragraph of this report, the financial statements for the three years ended June 30, 2003 {none of which are
presented herein) and expressed unqualified opinions on those financial statements Other supplementary information
included in Schedules 1 through 10, including the Schedule of Expenditures of Federal Awards required by U.S. Office of
Management and Budget (OMB) Circular A-133, is presented for purposes of additional analysis and is not a required part
of the basic financial statements. Such information has been subjected to the auditing procedures applied in our audit of
the basic financial statements and, in our opinion, is fairly stated, in all materiat respects, in relation to the basic financial

statements taken as a whole.

ANDERSON, LARKIN & CO. P .C.

Ottumwa, lowa
September 15, 2004




MANAGEMENT’S DISCUSSION AND ANALYSIS

Wapello County, lowa provides this Management's Discussion and Analysis of it's financial statements. This narrative
overview and analysis of the financial activities is for the fiscal year ended June 30, 2004. We encourage readers to
consider this information in conjunction with the County’s financial statements, which follow

2004 FINANCIAL HIGHLIGHTS

+ County governmental funds revenue decreased 119%, or approximately $2,066,638 from 2003 to 2004
+ County program expenses were 3%, or approximately $468,683, less in 2004 than in 2003,
¢+ The County's net assets increased 2%, or approximately $590,657, at June 30, 2004.

USING THIS ANNUAL REPORT

The annual report consists of a series of financial statements and other information, as follows:

Management’s Discussion and Analysis infroduces the basic financial statements and provides an analytical
overview of the government’s financial activities.

The Government-wide Financial Statements consist of a statement of net assets and a statement of activities.
These provide information about the activities of Wapello County, fowa as a whole and present an overall
view of the County’s finances.

The Fund Financial Statements tel] how governmental services were financed in the short term as well as
what remains for future spending. Fund financial statements report Wapello County, lowa’s operations in
more detail than the government-wide statements by providing information about the most significant funds.
The remaining statements provide financial information about activities for which Wapello County, lowa acts
solely as an agent or custodian for the benefit of those outside of County government (Agency Funds).

Notes to financial statements provide additional information essential to a full understanding of the data
provided in the basic financial statements,

Required Supplementary Information further explains and supports the financial statements with a comparison
of the County’s budget for the year.

Other Supplementary Information provides detailed information about the nonmajor Governmental Funds and
the individual Agency Funds. In addition, the Schedule of Expenditures of Federal Awards provides details of
various programs benefiting the County.

REPORTING THE COUNTY'S FINANICAL ACTIVITIES

Government-wide Financial Statements

One of the most important questions asked about the County’s finances is, “Is the County as a whole better off or worse off
as a result of the year’s activities?” The statement of net assets and the statement of activities report information which
helps answer this question. These statements include all assets and liabilities using the accrual basis of accounting and the
econgomic resources measurement focus, which is similar {o the accounting used by most private-sector companies. All of
the current year’s revenues and expenses are taken into account, regardless of when cash is received or paid

The statement of net assets presents all of the County’s assets and liabilities, with the difference between the two reported
as "net assets”. Over time, increases or decreases in the County’s net assets may serve as a useful indicator of whether
the financial position of the County is improving or deteriorating.




The statement of activities presents information showing how the County’s net assets changed during the most recent fiscal
year. All changes in net assets are reported as soon as the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will not resutt in cash flows until future

fiscal periods.

The County's governmental activities are presented in the statement of net assets and the statement of activities

Governmental activities include public safety and legal services, physical health and social services, mental health, county
environment and education, roads and transportation, governmental services to residents, administration, interest on long-
term debt and other non-program activities. Property tax and state and federal grants finance most of these activities.

Fund Financial Statemenis

The County has three kinds of funds:

1. Governmental funds account for most of the County’s basic services. These focus on how money flows
into and out of those funds, and the balances left at year-end that are available for spending. These
governmental funds include: 1) the General Fund, 2) the Special Revenue Funds such as Mental Health,
Rural Services, and Secondary Roads, 3) the Debt Service Fund, and 4) the Capital Projects Fund.
These funds are reported using the current financial resources measurement focus and the modified
accrual basis of accounting, which measures cash and all other financial assets that can readily be
converted to cash. The governmental fund financial statements provide a detailed, short-term view of the
County’s general governmental operations and the basic services it provides. Governmental fund

“information helps determine whether there are more or fewer financial resources that can be spent in the

near future to finance the County’s programs.

The required financial statements for governmental funds include a balance sheet and a statement of
revenues, expenditures and changes in fund balances.

2. Proprietary funds are used to account for the County’s internal service fund. Internal service funds are an
accounting device used to accumulate and allocate costs internally among the County’s various functions.

The required financial statements for proprietary funds include a statement of net assets, a statement of
revenues, expenses, and changes in fund net assets and a statement of cash flows.

3. Fiduciary funds are used to report assets held in a trust or agency capacity for others which cannot be
used to support the County's own programs. These fiduciary funds include agency funds that account for
drainage districts, emergency management services, and the county assessor to name a few.

The required financial statements for fiduciary funds include a statement of fiduciary assets and liabilities.

Reconciliations between the government-wide financial statements and the fund financial statements
follow the fund financial statements.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of financial position. The County’s combined net
assets increased 2% from a year ago, increasing from $26,690,834 to $27,281,491. The analysis that follows focuses on

the changes in net assets for governmental activities.



Net Assets of Governmental Activities

Current and other assets $
Capital assels
Total assets

Long-term debt outstanding
Other liabilities
Total liabilities

Net assets:
Invested in capital assets, net of refated debt
Restricted
Unrestricted
Total net assets 3

Net assets of the County's governmental activities increased by 2% ($27,281,491 compared to $26,690,834). The largest
portion of the County’s net assets is the Investment in Capital Assets (e.g., land, infrastructure, buildings, and equipment),
less the related debt. The debt related to the Investment in Capital Assets is liquidated with sources other than capital
assets. Restricted net assets represent resources that are subject to external restrictions, constitutional provisions or
enabling legislation on how they can be used. Unrestricted net assets — the part of net assets that can be used to finance
day-to-day operations without constraints established by debt covenants, enabling legistation, or other legal requirements —
decreased from approximately $1,195,875 at June 30, 2003 to approximately $817,931 at the end of this year, a decrease

of 32%.

2004

16,454,624
20,018,404
36,473,028

1,146,200
8,045,337
9.191.537

19,414,172
7,049,388
817.931
27,281.491

Changes in Net Assets of Governmental Activities

Revenues:
Program revenues:
Charges for service $
Operating grants, contributions and restricted interest
Capital grants, contributions and restricted interest
General revenues:
Property and other County tax
Grants and contributions not restricted to specific purposes
Unrestricted investment earnings
Other general revenues
Total revenues

Program expenses:
Public safety and legal services
Physical health and social services
Mental health
County environment and education
Roads and transportation
Governmental services to residenis
Administration
Non-program
Interest on long-term debt

Total expenses

Increase in net assets
Net assets — Beginning of year
Net assets — End of year $

2004

972,259
9,344,280
769,631

4,166,934
121,608
117,599
621.672

16.113.983

3,314,523
1,408,777
3,644,368
634,444
3,632,798
441,866
2,323,639
83,674
38.237
15,5623.326

590,657
26,690,834
27,281,491

$

$

$

$

2003

16,941,761
19,623,757
36,565,518

1,232,565
8.642.119
9,874,684

18,904,325
6,590,634
1,195,875

26,690,834

2003

798,614
7,261,350
493,084

7,625,147
616,429
135,986

1,250,001

18,180,621

3,198,480
780,258
4,127,214
903,482
3,125,204
494,685
2,486,206
818,417
58,063
15.992,009

2,188,612
24,502,222
26,690,834




The results of governmental activities for the year resulted in Wapello County, lowa’s net assets increasing by $590,657.
Revenues for governmental activities decreased by $2,066,638 from the prior year, including decreases in property and
other County tax and other general revenues

The cost of all governmental activities this year was $15,523,326 compared fo 515,992,009 last year. However, as shown
in the Statement of Activities, the amount that our taxpayers ultimately financed for these activities through County taxes
was only $4,437,156 because some of the cost was paid by those directly benefited from the programs ($972,259) or by
other governments and organizations that subsidized certain programs with grants and contributions ($10,113,911}).

INDIVIDUAL MAJOR FUND ANALYSIS

As the County completed the year, its governmenta! funds reported a combined fund balance of $8,207,625, which is a
decrease of $76,468 from last year’s total of $8,284,093

¢ General Fund revenues and expenditures decreased by 1% and increased by 5% respectively when
compared to the pricr year. The ending fund balance showed a decrease from the pricr year of $786,888 from

$2,108,431 to $1,321,543

» The County has continued to ook for ways to effectively manage the cost of mental health services. For the
year, expenditures totaled approximately $3,648,067, a decrease of 11% from the prior year. The Mental
Health Fund balance at year end increased by $254,919 from the prior year.

¢ Secondary Roads Fund expenditures increased by $408,330 from the prior year. There was a decrease in the
Secondary Roads Fund ending balance of $44,993, or 2%, due to the expenditure of prior year fund balance
accumulations for road projects.

» LEC maintenance expenditures increased $56,725 from the previous year which caused a decrease in its
ending fund balance from the prior year of $55,458 to $3,601,444

BUDGETARY HIGHLIGHTS

Over the course of the year, Wapello County amended its budget two times. The first amendment was made in April, 2004
and resulted in an increase in budgeted disbursements in certain County departments. The second amendment was made
on May 25, 2004, This amendment was made to provide for additional expenditures in the debt service function.

CAPTIAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2004, Wapello County, lowa had $20,018,404 invested in a broad range of capital assets, including public
safety equipment, buildings, park facilities, and roads and bridges. This amount represents a net increase (including
additions, deletions and depreciation) of $394,647 or 2% mcre than the pricr year.

Capital Assets of Governmental Activities at Year End

2004 2003

Land $ 1,426,729 3 1,426,729
Buildings and improvements {net) 14,654,195 14,996,306
Machinery and equipment (net) 2,717,056 2,707,638
Infrastructure (net) 1,220,424 -
Construction in progress - 493.084

Totals $ 20,018,404 $ 19,623,757
The year's major additions included:

Infrastructure : 3 1,283,740 3 -

Replacement of motorgraders and other secondary roads equipment 399,546 374,125

County Sheriff and County Conservation vehicles 58,023 37,000

Computer server and other office equipment 144,178

$ 1,885,487 $ 411,125




The County had depreciation expense of $956,668 and $900,946 for the years ended June 30, 2004 and 2003, respectively,
and total accumulated depreciation as of June 30, 2004 and 2003 of $22,544,866 and $21,950,711, respectively.

Long-term Debt

At June 30, 2004, the County had $1,146,200 in bonds and other debt compared to approximately $1,232,565 at June 30,
2003, as shown below.

Cutstanding Debt of Governmental Activities at Year-End

2004 2003
Capital loan notes $ 611,000 $ 811,000
Capital lease purchase agreements 6,724 14,432
Installment purchase agreement 52,508 -
Compensated absences 475,968 407,133
Totals $ 1,146,200 $ 1232565

The Constitution of the State of lowa limits the amount of general obligation debt that counties can issue to 5% of the
assessed value of all taxable property within the County’s corporate limits. The County’s cutstanding general obligation
debt is significantly below it's constitution debt limit of $57,533,313. Other obligations include accrued vacation pay and sick
leave. Additional information about the County’s long-term debt is presented in Note 7 to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

Wapello County, lowa’s elected and appointed officials and citizens considered many factors when setting the 2005 fiscal
year budget, tax rates, and the fees that will be charged for the various County activities. One of those factors is the
economy. Unempioyment in the County now stands at 5.5% versus 6.0% a year ago. This compares with the State’s
unemployment rate of 4.7% and the national rate of 54%

Inflation in the State continues to be somewhat lower than the national Consumer Price Index increase. The State's CPI
increase was 2 8% for fiscal year 2004 compared with the national rate of 3.3%.

These indicators were taken into account when adopting the budget for fiscal year 2005. Amounts available for
appropriation in the operating budget are decreasing by $364,081 below the final 2004 budget. Miscellaneous revenue is
expected to make up the majority of this decrease. Budgeted disbursements are expected to decrease by approximately
$1,469,267 compared to the final 2004 budget. Decreases in capital projects and roads and transpertation dishursements
represent the largest decreases. The County has added no major new programs or initiatives to the 2005 budget.

If these estimates are realized, the County’s budgetary operating balance is expected fo decrease $1,240,313 by the close
of 2005.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general overview of
Wapello County, lowa’s finances and to show the County’s accountability for the money it receives. If you have questions
about this report or need additional financial information, contact the Wapello County Auditor's Office, 101 West Fourth

Street, Ottumwa, lowa.




WAPELLO COUNTY, IOWA

STATEMENT OF NET ASSETS

ASSETS:
Cash and pooled investments
Cash in escrow
Receivables:
Property tax:
Delinquent
Succeeding year
Accounts
Due from other funds
Due from other governments
Inventories

JUNE 30, 2004

Capital assets (net of accumutated depreciation)

Total assets

LIABILITIES:

Accounts payable

Salaries and benefits payable

Due to other funds

Due to other governments

Deferred revenue:
Succeeding year property tax
Other

Long-term liabilities:

Portion due or payable within one year:

Capital lease purchase agreements

Compensated absences

Capital loan notes

Installment purchase agreement
Portion due or payable after one year:

Capital loan notes

Installment purchase agreement

Total liabilities

NET ASSETS:

Invested in capital assets, net of related debt

Restricted for:
Mental health purposes
Secondary roads purposes
LEC maintenance
Supplemental levy purposes
Debt service
Capital projects
Other purposes
Unrestricted

Total net assets

See Notes to Financial Statements

Exhibit A

Governmental
Activities

$ 8,489,634
15,000

243,154
6,764,025
176,688
47,860
454,910
263,353
20,018,404

36,473,028

723,308
82,818
2,854
231,853

6,764,025
240,479

6,724
475,968
226,500

26,254

384,500
26,254

9,191,637

19,414,172

367,383
1,993,488
3,601,444

163,306

6,038

491,809

425,910

817,931

$ _27.261.491



WAPELLO COUNTY, [OWA

STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2004

Program Revenues

FUNCTIONS/PROGRAMS:
Governmental activities:
Public safety and legal services
Physical health and social services
Mental health
County environment and education
Roads and transportation
Governmental services to residents
Administration
Non-pregram
inferest on long-term debt
Total

GENERAL REVENUES:

Property and other County tax levied for:

General purposes
Debt service

Penalty and inierest on property tax

State tax credits

Exhibit B

Grants and contributions not restricted to specific purpose

Unrestricted investment earnings
Miscellaneous
Loss on disposal of fixed assets

Total general revenues

CHANGE IN NET ASSETS

NET ASSETS - Beginning of year, as restated

NET ASSETS- End of year

See Notes to Financial Statements

Operating Capital Net
Grants, Grants, (Expense)
Contributions  Contributions Revenue and
Charges and Restricted and Restricted Changes in
Expenses for Service Interest Interest Net Assets
$ 3,314,523 $ 255999 $ 525,026 % - $ (2,533,498)
1,408,777 106,850 276,562 - (1,025,365)
3,644,368 45,057 3,857,929 - 258,618
634,444 55,348 15,848 - (563,248)
3,632,798 12,778 4,223,916 756,622 1,360,518
441,866 - - - (441,866)
2,323,639 496,227 439,999 - (1,387,413)
83,674 - 5,000 - (78,674)
39,237 - - 13,009 (26,228)
$ 15523326 § 972,259 $ 9344280 $ 769,631 (4,437,156)
3,859,449
183,700
123,785
377,236
121,608
117,599
254,799
(10,363}
5,027,813
580,657
26,690,834
$ 27,281.491



WAPELLC COUNTY, IOWA

BALANCE SHEET

GOVERNMENTAL FUNDS

JUNE 30, 2004

ASSETS

Cash and pooled investments
Cash in escrow
Receivables:
Property tax:
Delinguent
Succeeding year
Accounts
Due from other funds
Due from other governments
Inventories

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

LIABILITIES:
Accounts payable
Salaries and benefits payable
Compensated absences
Due to other governments
Deferred revenue:
Succeeding year property tax
Other

Total liabilities

FUND BALANCES:

Reserved for:
Debt service
Capital projects
Supplemental levy purposes

Unreserved, reported in:
General fund
Special revenue funds

Total fund balances

TOTAL LIABILITIES

$

$

$

Special Revenue

Secondary LEC
General MH-DD Roads Maintenance
1,309,224 $ 703,958 §$ 1,771,168 $ 3,616,759
224,682 10,146 - .
4,309,199 1,628,443 - -
140,181 29,657 395 852
47,860 - - -
123,763 17,851 182,798 -
- - 263,353 -
6,154,909 $ 2,390,055 $ 2,217,714 $ 3,617,611
149880 § 218,768 $ 160,491 $ 15,348
47,991 812 28,853 -
48,466 3,411 20,572 -
55,226 161,498 14,310 819
4,309,199 1,628,443 - -
222 604 9,730 - -
4,833,366 2,022 662 224,226 16,167
163,306 - - -
1,158,237 - - -
- 367,393 1,993,488 3,601,444
1,321,543 367,393 1,093,488 3,601,444
$ 2,390,055 $ 2217714 % 3,617,611

AND FUND BALANCES $ 6,154,909

See Notes to Financial Statements

10



Exhibit C

Nonmajor
Governmental
Funds Total

§ 785311 § 8,186,420

15,000 15,000
8,326 243,154
826,383 6,764,025
5,603 176,688

- 47,860
130,488 454,910
- 263,353

$ 1,771,121  $ 16,151,410

$ 4,167 $ 548,654

5,162 82,818
3,507 75,956

- 231,853
826,383 6,764,025
8,145 240,479
847,364 7,943,785
6,038 6,038
491,808 491,809
- 163,306

- 1,158,237
425,910 5,388,235
823,757 8,207,625

$ 1,771,121 $ 16,151,410

11




WAPELLO COUNTY, IOWA

RECONCILIATION OF THE BALANCE SHEET -
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET ASSETS
JUNE 30. 2004

TOTAL GOVERNMENTAL FUND BALANCES

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE
STATEMENT OF NET ASSETS ARE DIFFERENT BECAUSE:

Capital assets used in governmental activities are not current financial resources and,
therefore, are not reported in the funds. The cost of assets is $42,563,270 and the
accumulated depreciation is $22,544,866.

The Internal Service Fund is used by management to charge the costs of partial self funding
of the County's health insurance benefit plan to individual funds. The assets and liabilities of
the internal service fund are included in governmentai activities in the statement of net

asseis.

Long-term liabilities, including notes payable, capital leases payable, installment purchase
agreement payable and compensated absences payable, are not due and payable in the
current period and, therefore, are not reported in the funds.

NET ASSETS OF GOVERNMENTAL ACTIVITIES

See Notes to Financial Statements
12

Exhibit D

$ 8,207,625

20,018,404

125,706

(1,070,244)

$ 27281491



STATEMENT OF REVENUES, EXPENDITURES AND

WAPELLO COUNTY, IOWA

See Notes to Financial Statements

CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2004

Special Revenue

Secondary LEC
General MH-DD Roads Maintenance
REVENUES:
Property and other County tax $ 3621046 $ 1,795,597 % - 3 080,714
Interest and penalty on property tax 123,785 - - -
Intergovernmental 1,624,601 2,048,789 2,624,298 -
Licenses and permits 125 - 12,108 -
Charges for service 518,466 45,057 670 7,833
Use of money and property 117,599 - - 18,376
Miscellaneous 244,349 13,543 825,547 -
Total revenues 6,549,971 3,902,986 3,462,623 116,923
EXPENDITURES:
Operating:
Public safety and legal services 2,901,550 - - 172,381
Physical health and social services 1,411,784 - - -
Mentai health - 3,648,067 - -
County envircnment and education 348,328 - - -
Roads and transportation - - 3,261,039 -
Governmental services to residents 529,453 - - -
Administration 2,015,053 - - -
Non-program 83,210 - - -
Debt service - - - -
Capital projects - - 996,053 -
Total expenditures 7,289 378 3,648,067 4,257,092 172,381
Excess (deficiency) of revenues over
{under) expenditures (739,407) 254,919 (794,469) (55,458)
Other financing sources (uses):
Sale of capital assets 2,519 - 24,476 -
General obligation capital loan notes issued - - - -
Operating transfers in - - 725,000 -
Operating transfers out {50,000) - - -
Total other financing sources (uses) (47,481) - 749,476 -
NET CHANGE IN FUND BALANCES (786,888) 254,919 {44,993) (55,458)
FUND BALANCES - Beginning of year 2,108,431 112,474 2,038,481 3,656,902
EUND BALANCES - End of year $ 1,321,543 $ 367,393 $ 1,993488 $ 3,601,444

13



Nonmajor

Governmental
Funds Total

$ 1,904,882 $ 7,412,239

- 123,785

76,241 6,373,929

54 717 68,950

33,283 905,309

20,250 156,225

5,033 1,088,472

2,004,406 16,126,909

86,549 3,160,480

- 1,411,784

- 3,648,067

165,036 513,364

214,010 3,475,049

8,073 537,526

7,588 2,022,641

- 83,210

751,945 751,945

175,346 1,171,399

1,408,547 16,775,465
685,859 {648,556)

- 26,995

545,093 545,093

100,000 825,000
(775,000) (825,000)

(129,907) 572,088
555,952 (76,468)

387,805 8,284,093

$ 923757 % 8,207,625




WAPELLO COUNTY, IOWA

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES -

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2004
NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS

AMOUNTS REPORTED FOR GOVERNMENTAL ACTIVITIES IN THE
STATEMENT OF ACTIVITIES ARE DIFFERENT BECAUSE:

Governmental funds report capital outlays as expenditures while governmental
activities report depreciation expense to allocate those expenditures over the life
of the assets. Capital expenditures exceeded depreciation expense in the
current year as follows:

Expenditures for capital assets
Depreciation expense

Proceeds from issuing long-term liabilities provide current financial resources to
governmental funds, but issuing debt increases long-term labilities in the
Statement of Net Assets Repayment of long-term liabilities is an expenditure in
the governmental funds, but the repayment reduces long-term liabilities in the
Statement of Net Assets. Current year repayments exceeded issues as follows:

issued
Principal payments paid by the County
Principal payments paid by other counties

Some expenses reported in the Statement of Activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds, as follows:

Compensated absences

The Internal Service Fund is used by management to charge the cosis of
employee health benefits to individual funds. The change in net assets of the
Internal Service Fund is reported with governmental activities

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

See Notes to Financial Statements
) 15

$

1,339,895
(956,668)

(545,000)
752,694

(40,000)

$

$

Exhibit F

(76,468)

383,227

167,694

(56,798)

173,002

590,657



Exhibit G
WAPELLO COUNTY. IOWA

STATEMENT OF NET ASSETS
PROPRIETARY FUND
JUNE 30, 2004

Internal Service -
Wapello County
Employee Health

ASSETS:

Cash and cash equivalents & 303,214
LIABILITIES:

Accounts payable 174,654
NET ASSETS;

Unrestricted $ 128,560

See Notes to Financial Statements
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WAPELLO COUNTY, IOWA

Exhibit H

STATEMENT OF REVENUES, EXPENSES, AND CHANGES

OPERATING REVENUES:

Reimbursements from operating funds

OPERATING EXPENSES:
Medical claims
Operating income

NON-OPERATING REVENUES:
Interest on investmenis

NET ASSETS - Beginning of year

NET ASSETS - End of year

See Notes to Financial Statements

IN FUND NET ASSETS
PROPRIETARY FUND

YEAR ENDED JUNE 30, 2004

17

Internal Service -
Wapello County

Employee Health
$ 1,625,829

1,450,637
175,192

1,738
NET INCOME 176,930

(48,370)

S 128,560



WAPELLO COUNTY, IOWA

STATEMENT OF CASH FLOWS
PROPRIETARY FUND
YEAR ENDED JUNE 30, 2004

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from operating fund reimbursements
Cash payments to suppliers for services
NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest on investments

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - Beginning of year

CASH AND CASH EQUIVALENTS - End of year

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income
Adjustments to reconcile operating income to net cash
provided by operating activities:
Decrease in accounts payable

Net cash provided by operating activities

See Notes to Financial Statements
18

Exhibit |

Internal Service -
Wapello County
Employee Health

$ 1,625,829

(1,471,172)

154,657

1,738
156,395

146,819

$ 303,214

$ 175,192

{20,535)

$ 154,657



WAPELLO COUNTY, |IOWA

STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES -
AGENCY FUNDS

JUNE 30, 2004

ASSETS

Cash and pooled investments:
County Treasurer
Other County officials
Accounts receivable
Property tax receivable:
Delinguent
Succeeding year
Due from cother funds
Due from other governments

Total assets

LIABILITIES

Accounts payable

Due to other funds

Due to other governments
Trusts payable
Compensated absences

Total liabilities

See Notes to Financial Statements
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NET ASSETS

$

Exhibit J

1,796,893
93,475
36,328

135,553
21,696,109
2,854

7,532
23,768,744

77,972
47,860
23,612,487
26,883
3,542

23,768,744



WAPELLO COUNTY. IOWA

NOTES TO FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Wapelia County, lowa is a political subdivision of the Siate of lowa and operates under the Home Rule provisions of the
Constitution of lowa. The County operates under the Board of Supervisors form of government. Elections are on a partisan
basis Other elected officials operate independently with the Board of Supervisors. These officials are the Auditor,
Treasurer, Recorder, Sheriff, Assesscr and Attorney. The County provides numerous services to citizens, including law
enforcement, health and social services, parks and cultural activities, planning and zening, roadway construction and
maintenance, and general administrative services.

The County’s financial statements are prepared in conformity with U S generally accepted accounting principles as
prescribed by the Governmental Accounting Standards Board.

A. Reporting Entity

For financial reporting purposes, Wapelic County, lowa has included all funds, organizations,
agencies, boards, commissions and authorities. The County has also considered all potential
component units for which it is financially accountable and other organizations for which the nature
and significance of their relationship with the County are such that exclusion would cause the
County's financial statements to be misleading or incomplete. The Governmental Accounting
Standards Board has set forth criteria to be considered in determining financial accountability, These
criteria include appointing a vofing majority of an organization’s governing body, and (1) the ability of
the County to impose its will on that organization or (2) the potential for the organization to provide
specific benefits to or impose specific financial burdens on the County.

These financial statements present Wapello County, lowa (the primary government) and its
component units. The component units discussed below are included in the County’s reporting entity
because of the significance of their operational or financial relationships with the County.

Blended Companent Units — The following companent units are entities which are legally separate
from the County, but are so intertwined with the County that they are, in substance, the same as the
County. They are reported as part of the County and blended into the appropriate funds

The drainage districts have been established pursuant to Chapter 468 of the Code of lowa for the
drainage of surface waters from agricultural and other lands or the protection of such lands from
overflow, Although these districts are legally separate from the County, they are controlled, managed
and supervised by the Wapello County Board of Supervisors. The drainage districts are reported as a
Special Revenue Fund Financial information of the individual drainage districts can be obtained from
the Wapello County Auditor’s office.

Jointly Governed Organizations — The County also participates in several jointly governed
organizations that provide goods or services {o the citizenry of the County, but do not meet the criteria
of a joint venture since there is no ongoing financial interest or responsibility by the participating
governments. The County Board of Supervisors are members of or appoint representatives to the
following boards and commissicns: County Assessor's Conference Board, County Emergency
Management Commission, County Empowerment Board and County Jeint E911 Service Board.
Financial transactions of these organizations are included in the County’s financial statements only to
the extent of the County's fiduciary relationship with the organization and, as such, are reported in the

Agency Funds of the County.
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NOTE 1:

WAPELLO COUNTY, [IOWA

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Basis of Presentation

Government-wide Financial Statements — The statement of net assets and the statement of activities
report information on all of the nonfiduciary activities of the County and its component units For the
most part, the effect of interfund activity has been removed from these statements. Governmental
activities are supported by property tax, intergovernmental revenues and other nonexchange

transactions.

The statement of net assets presents the County’s nonfiduciary assets and liabilities, with the
difference reported as net assets. Net assets are reported in three categories.

Invested in capital assets, net of related debt consists of capital assets, net of accumulated
depreciation and reduced by outstanding balances for bonds, notes and other debt that are
attributed to the acquisition, construction, or improvement of those assets.

Restricted nef assets result when constraints placed on net asset use are either externally
imposed or imposed by law through constitutional provisions or enabling legislation.

Unrestricted net assets consist of net assets that do not meet the definition of the two preceding
categories. Unrestricted net assets often have constraints on resources imposed by management
which can be removed or modified.

The statement of activities demonstrates the degree to which the direct expenses of a given function
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function. Program revenues include 1) charges to customers or applicants who purchase, use or
directly benefit from goods, services or privileges provided by a given function and 2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
function. Property tax and other items not properly included among program revenues are reported
instead as general revenues.

Fund Financial Statements — Separate financial statements are provided for governmental funds,
proprietary funds and fiduciary funds, even though the latter are excluded from the government-wide
financial statements. Major individual governmental funds are reported as separate columns in the
fund financial statements. All remaining governmental funds are aggregated and reported as other
nonmajor governmental funds.

The County reports the following major governmental funds:

The General Fund is the general operating fund of the Counfy. All general tax revenues and other
receipts that are not alfocated by law or contractual agreement to some other fund are accounted for
in this fund. From the fund are paid the general operating expenses, the fixed charges and the capital
improvement costs that are not paid from other funds.

Special Revenue

The Mental Health Fund is used to account for property tax and other revenues designated to be
used to fund mental health, mental retardation, and developmental disabilities services.

The Secondary Roads Fund is used to account for secondary road construction and maintenance.

The LEC Maintenance Fund is used to account for iocal option tax funds received for maintenance
of the Law Enforcement Center.
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NOTE 1:

WAPELLO COUNTY, IOWA

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Additionally, the County reports the following funds:

Proprietary Fund

An Internal Service Fund is ufilized to account for the financing of goods or services purchased by one
department of the County and provided to other departments or agencies on a cost reimbursement
basis.

Fiduciary Fund

Agency funds are used to account for assets held by the County as an agent for individuals, private
organizations, certain jointly governed organizations, other governmental units and/or other funds.

C. Measurement Focus and Basis of Accounting

The government-wide, proprietary fund and fiduciary fund financial statements are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing
of related cash flows. Property tax is recognized as revenue in the year for which it is levied. Grants
and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been satisfied.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered 10 be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the County considers revenues to be available if they are collected within 60 days
after year end.

Property tax, intergovernmental revenues (shared revenues, grants and reimbursements from other
governments) and interest are considered to be susceptible to accrual. All other revenue items are
considered to be measurable and available only when cash is received by the County.

Expenditures generally are recorded when a liability is incurmred, as under accrual accounting.
However, principal and interest on long-term debt, claims and judgments and compensated absences
are recorded as expenditures only when payment is due. Capital asset acquisitions are reported as
expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under
capital leases are reported as other financing sources,

Under the terms of grant agreements, the County funds certain programs by a combination of specific
cost-reimbursement grants, categorical block granis and general revenues. Thus, when program
expenses are incurred, there are both restricted and unrestricted net assets available to finance the
program. It is the County’s policy to first apply cost-reimbursements grant resources to such
programs, followed by categorical block grants, and then by general revenues.

The propristary fund of the County applies all applicable GASB pronouncements as well as the
following pronouncements issued on or before November 30, 1989, unless these pronouncements
conflict with or confradict GASB proncuncements: Financial Accounting Standards Board Statements
and Interpretations, Accounting Principles Board Opinions and Accounting Research Bulletins of the
Committee on Accounting Procedure.
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NOTE 1:

WAPELLO COUNTY, IOWA

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Proprietary funds distinguish operating revenues and expenses from nonoperating iterns. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of the
County’s internal service fund is charges to customers for sales and services. Operating expenses for
internal service funds include the cost of services and administrative expenses. All revenues and
expenses not mesting this definition are reported as non-operating revenues and expenses.

The County maintains its financial records on the cash basis. The financial statements of the County are
prepared by making memorandum adjusting entries to the cash basis financial records.

D. Assets, Liabilities and Fund Equity

The following accounting policies are followed in preparing the balance sheet:

Cash, Pooled Investments and Cash Equivalents — The cash balances of most County funds are
pooled and invested. Interest earned on investments is recorded in the General Fund, unless
otherwise provided by law. Investments are stated at fair value except for the investment in the
lowa Public Agency Investment Trust which is valued at amortized cost and non-negotiable
certificates of deposit which are stated at cost

For purposes of the statement of cash flows, all short-term cash investments that are highly liquid
are considered to be cash equivalents, Cash equivalents are readily convertible to known
amounts of cash and, at the day of purchase, they have a maturity date no longer than three
months.

Property Tax Receivable — Property tax in governmental funds is accounted for using the maedified
accrual basis of accounting.

Property tax receivable is recognized in these funds on the levy or lien date, which is the date the
tax asking is certified by the County Board of Supervisors. Delinquent property tax receivable
represents unpaid taxes for the current and prior years. The succeeding year property tax
receivable represents taxes certified by the Board of Supervisors to be collected in the next fiscal
vear for the purposes set out in the budget for the next fiscal year. By statute, the Board of
Supervisors is required to certify its budget in March of each year for the subsequent fiscal year.
However, by statute, the tax asking and budget certification for the following fiscal year becomes
effective on the first day of that year Although the succeeding year property tax receivable has
been recorded, the related revenue is deferred in both the government-wide and fund financial
statements and will not be recognized as revenue until the year for which it is levied.

Property tax revenue recognized in these funds become due and collectible in September and
March of the fiscal year with a 1.5% per month penalty for delinquent payments; is based on
January 1, 2002 assessed property valuations; is for the tax accrual period July 1, 2003 through
June 30, 2004 and reflects the tax asking contained in the budget certified by the County Board of
Supervisors in March, 2003,

interest and Penalty on Property Tax Receivable — Interest and penailty on property tax receivable
represents the amount of interest and penalty that was due and payable but has not been

collected.

Due from and Due to Other Funds — During the course of its operations, the County has numerous
transactions between funds. To the extent that certain transactions between funds had not been
paid or received as of June 30, 2004, balances of interfund amounts receivable or payable have
been recorded in the financial statements.
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NOTE 1:

WAPELLO COUNTY, IOWA

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Due from Other Governments — Due from other governments represents amounts due from the
State of lowa, various shared revenues, grants and reimbursements from other governments.

Inventories — Inventories are valued at cost using the first-in, first-out method. Inventories in the
Special Revenue Funds consist of expendable supplies held for consumption. Inventories of
governmental funds are recorded as expenditures when consumed rather than purchased.

Capital Assets — Capital assets, which include property, equipment and vehicles, and infrastructure
assets (e.g., roads, bridges, curbs, gutters, sidewalks, and similar items which are immovable and
of value only to the government), are reported in the governmental activities column in the
government-wide Statement of Net Assets. Capital assets are recorded at historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair market value at
the date of donation. The costs of normal maintenance and repair that do not add to the value of
the asset or materially extend asset lives are not capitalized Reportable capital assets are defined
by the County as assets with initial, individual costs in excess of the following thresholds and
estimated useful lives in excess of three years.

Asset Class Amount
Infrastructure $ 50,000
Land, buildings and improvements 25,000
Equipment and vehicles 5,000

Capital assets of the County are depreciated using the straight line method over the following
estimated useful lives:

Estimated
Useful lives
Asset Class (In Years)

Buildings 25-50
Building improvementis 25-50
Infrastructure 15-50
Equipment 3-20
Vehicles 5-15

Due to Other Governments -~ Due fo other governments represents taxes and other revenues
collected by the County and payments for services which will be remitted to other governments.

Trusts Payable — Trusts payable represents amounts due to others which are held by various
County officials in fiduciary capacities until the underlying legal matters are resolved.

Deferred Revenue — Although certain revenues are measurable, they are not available. Available
means coltected within the current period or expected to be collected soon enough thereafter to be
used to pay liabilities of the current period. Deferred revenue in the governmentai fund financial
statements represent the amount of assets that have been recognized, but the related revenue
has not been recognized since the assets are not collected within the current period or expected to
be collected soon enough thereafter to be used to pay liabilities of the current period. Deferred
revenue consists of unspent grant proceeds as well as property tax receivable and other
receivables not collected within 60 days after year end.

Deferred revenue on the statement of net assets consists of succeeding year property tax
receivable that will not be recognized as revenue until the year for which it is levied and unspent

grant proceeds,
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NOTE 1:

WAPELLO COUNTY, IOWA

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

NOTE 2:

Compensated Absences — County employees accumulate a limited amount of eamed but unused
vacation and sick leave hours for subsequent use or for payment upon termination, death or
retirement. Aliability is recorded when incurred in the government-wide, proprietary and fiduciary
fund financial statements. A liability for these amounts is reported in governmental fund financial
statements only for employees that have resigned, retired or used vacation or sick leave within the
first 60 days after year end. The compensated absences liability has been computed based on
rates of pay in effect at June 30, 2004. The compensated absences liability atiributable to the
governmental activities will be paid primarily by the General, Mental Health, Rural Services and
Secondary Roads Funds.

Long-term Liabilities — In the government-wide and proprietary fund financial statements, long-term
debt and other long-term obligations are reported as liabilities in the applicable governmental
activities or proprietary fund statement of net assets. Bond issuance costs are reported as
deferred charges and amortized over the term of the related debt.

In the governmental fund financial statements, the face amount of debt issued is reported as cther
financing sources. lssuance costs, whether or not withheld from the actual debt proceeds
received, are reported as debt service expenditures.

Fund Equity — In the governmental fund financial statements, reservations of fund balance are
reported for amounts that are not available for appropriation or are legally restricted by outside
parties for use for a specific purpose. Designations of fund balance represent tentative
management plans that are subject to change.

E. Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required Supplementary
Information.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those estimates
and assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities, and the reported revenues and expenses Accordingly, actual results could
differ from those estimates.

Reclassifications

Certain amounts in 2003 have been reclassified to conform with the 2004 presentation.

CASH, POOLED INVESTMENTS AND CASH EQUIVALENTS

The County’s deposits in banks at June 30, 2004 were entirely covered by federal depository insurance or by
the State Sinking Fund in accordance with Chapter 12C of the Code of lowa. This chapter provides for
additional assessments against the depositories to insure there will be no loss of public funds.

The County is authorized by statute to invest public funds in obligations of the United States government, its
agencies and insirumentalities; certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the Board of Supervisors; prime eligible bankers acceptances; certain high
rated commercial paper; perfected repurchase agreements; cerfain registered open-end management
investment companies; certain joint investment trusts; and warrants or improvement certificates of a drainage
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WAPELLO COUNTY. |IOWA

NOTES TO FINANCIAL STATEMENTS

NOTE 2: CASH AND POOLED INVESTMENTS (Continued)
The County’s investments are categorized to give an indication of the level of risk assumed by the County at
year end The County's investments are all Category 1, which means that the investments are insured or
registered or the securities are held by the County or its agents in the County’s name.
nvestments are stated at fair value. Securities traded on a national or international exchange are valued at the
last reported sales price at current exchange rates.
The County's investments at June 30, 2004 are as follows:
Type Fair Value
U.S. government securities $ 14 77
In addition, the County had investments in the lowa Puhlic Agency Investment Trust which are valued af an
amortized cost of $3,978,488 pursuant to Rule 2a-7 under the Investment Company Act of 1940 and are not
subject to risk categorization.
NOTE 3: DUE FROM AND DUE TC OTHER FUNDS
The detail of interfund receivables and payables at June 30, 2004 is as follows:
Receivable Fund Payable Fund
General $ 47,860 County Recorder $ 47,860
County Assessor $ _2.854 General $ 2,854
These balances resulted from the time lag between the dates that interfund goods and services are provided or
reimbursable expenditures occur, transactions are recorded in the accounting system, and payments between
funds are made.
NOTE 4: INTERFUND TRANSFERS

The detail of interfund transfers for the year ended June 30, 2004 is as follows:

Transfer to Amount Transfer from Amount

Secondary Roads $ 50,000 General Basic $ 50,000
Secondary Roads 875,000 Rural Services 675,000
Local Option Tax Capital Projects 100,000 Local Option Tax 100,000
Total $ 825,000 Total $ 825,000

Transfers generally move resources from the fund statutorily required to collect the resources to the fund
statutorily required to expend the resources.
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WAPELLO COUNTY, IOWA

NOTES TO FINANCIAL STATEMENTS

NOTES: CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2004 was as follows:

Balance Balance
Beginning End
of Year Increases Decreases of Year
Governmental activities:
Capital assets not being depreciated;
Land $ _1426.729 $ - $ - $ 1426729
Total capital assets not being
depreciated 1,428 729 - - 1,426,729
Capital assets being depreciated:
Buildings 33,854,686 - - 33,854,686
Machinery and equipment 5,799,965 601,747 {(403,601) 5,998,115
Construction in progress 493,084 - (493,084) -
Infrastructure - 1,283,740 - 1,283,740
Total capital assets being
depreciated 40,147 739 1,885,487 (896.685) 41,136,541
Less accumulated depreciation for:
Buildings 18,858,380 342,111 - 18,200,491
Machinery and equipment 3,092,331 551,241 (362,513) 3,281,059
Infrastructure - 63,316 - 63,318
Total accumulated depreciation 21,950,711 _956,668 (362.513) 22,544 866

Total capital assets being

depreciated, net 7.028 928,819 (534.172) 18,591,875

:
l

Governmental activiies capital

assets, net $ 18623757 § _928819 $ (834,172) $ 20018404
Depreciation expense was charged to functions of the primary government as follows:

Governmental activities:

Public safety and legal services $ 244370
Physical health and social services 1,005
County environment and education 26,589
Roads and iransportation 338,177
Administration 346,527

Total depreciation expense — governmental activities $ 956668

NOTEG6: DUETO OTHER GOVERNMENTS

The County purchases services from other governmental units and also acts as a fee and tax collection agent for
various governmental units. Tax collections are remitted to those governments in the month following coflection.
A summary of amounts due to other governments is as follows:

Fund Description Amount
General Services $ 55,226
Special Revenue:

Mental Health Services 161,498
Secondary roads Services 14,310
LEC maintenance Services 819

Total for governmental funds $ 231,853
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WAPELLO COUNTY, IOWA

NOTES TO FINANCIAL STATEMENTS

NOTE6: DUE TO OTHER GOVERNMENTS (Continued)
Agency:
Schools Collections $ 11,039,081
Corporations 10,171,625
Area Schools 565,873
Auto License and Use Tax 610,315
Empowerment Board 345,804
County Assessor 259,443
Townships 168,946
Agricuitural Extension Education 151,774
E911 207,889
All Other 91.647
Total for agency funds $ 23612487
NOTE7: CHANGESINLONG-TERM LIABILITIES

A summary of changes in leng-term liabilities for the year ended June 30, 2004 is as follows:

Capital
Lease Capital Installment
Purchase Loan Purchase Compensated
Agreemnent Notes Agreement Absences Total

Balance beginning of year  § 14,432 $ 811,000 $ - $ 407,133 $1,232,565
Increases (decreases}) (7.708) (200,000) 52,508 68,835 _ (86.365)
Balance end of year $_6.724 $611,000 52,508 $ 475,968 $1.146.200
Due within one year $_6724 $ 226,500 526254 $ 475968 $_735446

Capital Lease Purchase Agreements

The County has entered into capital lease purchase agreements to lease computer equipment. The
following is a schedule of the future minimum lease payments, including interest of 5% per annum, and the
present value of net minimum lease payments under the agreements in effect at June 30, 2004:

Year
Ending
June 30,
2005 $ 6,880
Less amount representing interest 156
Present value of net minimum lease payments $ 6724

Payments under capital lease purchase agreements totaled $8,255 for the year ended June 30, 2004

Assets (related to the above lease) with an original cost of $19,975 have been included on the Statement of
Net Assets. Accumulated depreciation on these assets totaled $9,322 as of June 30, 2004
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WAPELLO COUNTY, IOWA

NOTES TO FINANCIAL STATEMENTS

NOTE 7: CHANGES IN LONG-TERM LIABILITIES (Continued)
Capital Loan Notes
Wapello County, lowa issued $545,000 of capital loan notes on May 5, 2004, The notes carry an interest
rate of 2.00% to 2.50% with final maturity on June 1, 2007.
Wapello County, lowa is one of the ten participating member counties in the South lowa Area Detention
Service Agency (SIADSA) Capital Loan Note Certificate agreement. Each member County issued
$230,000 General Obligation Capital Loan Notes on May 1, 1991 fo the SIADSA which secured
$2,300,000 of Capital Loan Note Certificates issued by SIADSA SIADSA is holding cash of $15,000,
which represents the unspent note proceeds, in escrow for Wapello County, lowa at June 30, 2004.
Wapello County issued a $160,000 General Obligation Capitai Loan Note on March 15, 1994 to the
Heartland Group for the purpose of paying the County's costs of acquiring a one-fifth interest in an
existing facility.
A summary of the County’s June 30, 2004, general obligation capital loan note indebtedness is as follows:
May 5, 2004
Tax Exempt Series 2004
Year Ended Interest (Refunding)
June 30, Rate Principal Interest
2005 2.00% $ 185,000 $12,238
2006 2.25% 185,000 8,538
2007 2.50% 175,000 4,375
$245000  $25.151
October 31, 1995 March 15, 1994
South lowa Area Detention Heartland Group
Service Agency Capital Capital
Year Ended Interest Loan Notes Loan Notes
June 30 Rate Principal Interest  Principal Interest Total
2005 7.00/5.10% $ 22,500 $ 3290 $19,000 §$ 969 §$ 242,997
2006 7.00% 24,500 1,716 - - 219,754
2007 - - - - 179,375
$ 47,000 $ 5006 $19,00 $ 969 §$ 842,126
The County has entered into an instaliment purchase agreement on June 1, 2004 to purchase computer
equipment. The following is a schedule of installment payments including interest of 3 63% per annum.
Year Ended interest
June 30, Rate Principal Interest
2005 3.63% $ 26,254 $ 1,905
2006 3.63% 26,254 952
$ 52,508 $ 2,857
NOTE 8: PENSION AND RETIREMENT BENEFITS

The County contributes to the lowa Public Employees Retirement System (IPERS), which is a cost-sharing
multiple-employer defined benefit pension plan administiered by the State of lowa. IPERS provides retirement
and death benefits which are established by state statute to plan members and beneficiaries IPERS issues a
publicly available financial report that includes financial statements and required supplementary information

The report may be obtained by writing to IPERS, P.O Box 9117, Des Moines, lowa, 503086-9117
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NOTE 8:

WAPELLO COUNTY_ 1OWA

NOTES TO FINANCIAL STATEMENTS

PENSION AND RETIREMENT BENEFITS (Continued)

NOTE 9

Plan members are required to contribute 3.70% of their annual covered salary and the County is required to
contribute 575% of annual covered payroll, except for law enforcement employees, in which case the
percentages for the year ended June 30, 2004 are 4 99% and 7.48%, respectively For the year ended June
30, 2003, the contribution rates for law enforcement employees and the County were 5 37% and 8 05%,
respectively, and for the year ended June 30, 2002, the contribution rates for law enforcement employees and
the County were 5.50% and 8 25, respectively. Contribution requirements are established by state statute.
The County’s contributions to IPERS for the years ended June 30, 2004, 2003, and 2002 were $270,582,
$257,060, and $242,801, respectively, equal to the required contributions for each year

RISK MANAGEMENT

Wapello County, lowa is a member in the lowa Communities Assurance Pool, as allowed by Chapter 331 301
of the Code of lowa. The lowa Communities Assurance Pool (Pool) is a local government risk-sharing pool
with over 490 members from various governmental entities throughout the State of lowa. The Pool was formed
in August 1986 for the purpose of managing and funding third-party liability claims against its members. The
Pool provides coverage and protection in the following categories: general liability, automaobile liability,
automobile physical damage, public officials liability, police professional liability and property and inland marine.
There have been no reductions in insurance coverage from prior years.

Each member’s annual casualty contributions to the Pool fund current operations and provide capital. Annual
operating contributions are those amounts necessary to fund, on a cash basis, the Pool's general and
administrative expenses, claims, claims expenses and reinsurance expenses due and payable in the current
year, plus all or any portion of any deficiency in capital. Capital contributions are made during the first six years
of membership and are maintained to equal 300 percent of the total current members’ basis rates or to comply
with the requirements of any applicable regulatory authority having jurisdiction over the Pool.

The Pool also provides property coverage. Members who elect such coverage make annual operating
contributions which are necessary to fund, on a cash bhasis, the Pool’s general and administrative expenses
and reinsurance premiums, all of which are due and payable in the current year, plus all or any portion of any
deficiency in capital. Any year-end operating surplus is transferred to capital. Deficiencies in operations are
offset by transfers from capital and, if insufficient, by the subsequent year’'s member contributions.

The County’s property and casuaity contributions to the risk pool are recorded as expenditures from its
operating funds at the time of payment to the risk pool. The County’s annual contributions to the Pool for the

year ended June 30, 2004 were $168,286.

The Pool uses reinsurance and excess risk-sharing agreements to reduce its exposure to farge losses. The
Poal retains general, automobile, police professional, and public officials’ liability risks up to $250,000 per
claim. Claims exceeding $250,000 are reinsured in an amount not to exceed $1,750,000 per claim and
$5,000,000 in the aggregate per year. For members requiring specific coverage from $2,000,000 to
$15,000,000, such excess coverage is also reinsured All property risks are also reinsured on an individual
member basis.

The Pool's intergovernmental contract with its members provides that in the event a casualty claim or series of
claims exceeds the amount of risk-sharing protection provided by the member’s risk-sharing certificate, or in
the event that a series of casualty claims exhausts total members’ equity pius any reinsurance and any excess
risk-sharing recoveries, then payment of such claims shall he the obligation of the respective individual
member. The County does not report a liability for losses in excess of reinsurance or excess risk-sharing
recoveries unless it is deemed probable that such losses have occurred and the amount of such loss can be
reasonably estimated. Accordingly, at June 30, 2004, no liability has been recorded in the County’s financial
statements. As of June 30, 2004, settled claims have not exceeded the risk pool or reinsurance coverage

since the pool’s inception
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WAPELLO COUNTY, IOWA

NOTES TO FINANCIAL STATEMENTS

RISK MANAGEMENT (Continued)

NOTE 10:

Members agree to continue membership in the Pool for a period of not less than one full year. After such
period, a member who has given 60 days prior written netice may withdraw from the Pool. Upon withdrawal,
payments for all claims and claim expenses become the sole responsibility of the withdrawing member,
regardless of whether a claim was incurred or reported prior to the member's withdrawal. Members
withdrawing within the first six years of membership may receive a partial refund of their capital contributions. If
a member withdraws after the sixth year, the member is refunded 100 percent of its capital contributions
However, the refund is reduced by an amount equal to the annual operating contribution which the withdrawing
member would have made for the onhe-year period following withdrawal.

The County also carries commercial insurance purchased from other insurers for coverage associated with
workers compensation and employee blanket bond in the amount of $500,000 and $100,000, respectively. The
County assumes liability for any deductibles and claims in excess of coverage limitations Setiled claims
resulting from these risks have not exceeded commercial insurance coverage in any of the past three fiscal

years.

EMPLOYEE HEALTH INSURANCE PLAN

The Internal Service, Wapello County Employee Health Fund was established to account for partial self funding
of the County’s health insurance benefit plan. The plan is funded by County contributions and is administered
through a service agreement with Auxiant. The agreement is subject to automatic renewal provisions. The
County assumes liability for claims up to individual stop loss limitation of $30,000 and differences between
former and current deductible amounts. Claims in excess of coverage are insured through the purchase of

stop loss insurance.

Monthly payments of service fees and plan contributions to the Wapello County Employee Health Fund are
recorded as expenditures from the operating funds. Under the administrative services agreement, monthly
payments of service fees and claims processed are paid to Auxiant from the Wapello County Employee Health
Fund. The County’s contribution to the fund for the year ended June 30, 2004 was $1,625,829.

Amounts payable from the Wapello County Employee Health Fund at June 30, 2004 total $174,654 which is for
incurred but nof reported (IBNR) and reported but not paid claims. The amounts are based on actuarial
estimates of the amounts necessary to pay prior-year and current-year claims and to establish a reserve for
catastrophic losses. That reserve was $128,560 at June 30, 2004 and is reported as a designation of the
Internal Service, Employee Group Health Fund retained earnings. A liability has been established based onthe
requirements of Governmental Accounting Standards Board Statement Number 10, which requires that a
liability for claims be reported if information prior to the issuance of the financial statements indicates that it is
probable that a liability has been incurred at the date of the financial statements and the amount of the loss can
be reasonably estimated. Settlements have not exceeded the stop-loss coverage in any of the past three
years. A reconciliation of changes in the aggregate liability for claims for the current year is as follows:

Unpaid claims as of July 1, 2003 $ 195,188
Incurred claims (including claims incurred but not
reported as of June 30, 2004}
Provision for current-year events where the County

has retained risk of loss 1,450,637
Payments:
Claims attributable to current-year events where
the County has retained risk of loss 1,471,172
Unpaid claims as of June 30, 2004 % 174,654
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WAPELLO COUNTY. IOWA

NOTES TO FINANCIAL STATEMENTS

NOTE 11: PRIOR PERIOEB ADJUSTMENTS

During the year ended June 30, 2004, it was discovered that construction in progress had mistakenly been
omitted from the previously issued financial statements. This resulted in the following changes in net assets as
of June 30, 2003,

As previously reporied June 30, 2003 $ 26,197,750
Adjustments:
Add construction in progress to government - wide
statement of net assets 493 084
As restated June 30, 2003 $ 26,690,834
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WAPELLO COUNTY, IOWA

BUDGETARY COMPARISON SCHEDULE CF

RECEIPTS. DISBURSEMENTS AND CHANGES IN BALANCES -

BUDGET AND ACTUAL (CASH BASIS) - ALL GOVERNMENTAL FUNDS

REQUIRED SUPPLEMENTARY INFORMATION

YEAR ENDED JUNE 30, 2004

RECEIPTS:

Property and other County tax $

Interest and penalty on property tax
Intergovernmental

Licenses and permits

Charges for service

Use of money and property
Miscellaneous

Total receipts

DISBURSEMENTS:
Public safety and legal services
Physical health and social services
Mental health
County environment and education
Roads and transportation
Governmental services to residents
Administration
Non-program
Debt service
Capitai projects

Total disbursements

Deficiency of receipts under
disbursements

Other financing sources, net

Deficiency of receipts and other
financing sources under disbursements
and othe;' financing uses

BALANCE - Beginning of year

BALANCE - End of year $

See Accompanying Independent Auditor's Report

Final to
Actual
Governmental Variance -
Fund Types Budgeted Amounts Positive

Actual Qriginal Final {Negative)
8,145,746 § 7,626,882 % 7626882 % 518,864
123,989 92,880 92.880 31,109
5,963,717 5,889,548 5,912,548 51,169
66,700 73,150 73,150 (6,450)
747,354 713,858 713,858 33,496
134,240 235,809 235,809 {101,669)
1,079,308 1,819,650 1,819,850 (740,342)
16,261,054 16,451,877 16,474,877 (213,823)
3,111,493 3,183,428 3,183,428 71,935
1,361,568 1,426,482 1,448,482 86,914
3,979,980 4,014,946 4,014,946 34,956
510,055 622,349 582 349 72,294
3,469,302 3,365,800 3,485,800 16,498
536,486 548,003 598,495 62,009
2,011,183 2,036,412 2,119,270 108,087
84,865 87,911 87,911 3,046
751,944 228,002 773,095 21151
1,201,772 1,721,600 1,926,600 724,828
17,018,658 17,234,933 18,220,376 1,201,718
(757,604) (783,056) (1,745,499) 987,895
572,088 14,500 809,593 {237,505)
(185,516) (768,556) {935,908) 750,390
8,216,523 7,765,951 8,215,951 572
8,031,007 § 6,997,395 $ 7,280,045 3 750,962
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WAPELLO COUNTY, [OWA

BUDGET TO GAAP RECONCILIATION
REQUIRED SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 2004

Governmental Fund Types

Modified
Accrual Accrual
Cash Basis Adjustments Basis

Revenues $ 16,261,054 $ (134,145 $ 16,126,909
Expenditures 17,018,658 {243,193) 16,775,465
Net {757,604) 108,048 (648,5586)
Other financing sources, net 572,088 - 572,088
Beginning fund balance 8,216,523 67,570 8,284,093
Ending fund balance $ 8031007 % 176618 $ 8,207,625

See Accompanying Independent Auditor's Report.
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WAPELLO COUNTY, IOWA

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION — BUDGETARY REPORTING

JUNE 30, 2004

In accordance with the Code of lowa, the County Board of Supervisors annually adopis a budget on the cash basis
following required public notice and hearing for all funds, except blended component units and agency funds, and
appropriates the amount deemed necessary for each of the different County offices and departments. The budget
may be amended during the year utilizing simnilar statutorily prescribed procedures. Encumbrances are not recognized
on the cash basis budget and appropriations lapse at year end.

Formal and legal budgetary control is based upon ten major classes of expenditures known as functions, not by fund or
fund type. These ten functions are: public safety and legal services, physical health and social services, mental
health, county environment and education, roads and fransportation, governmental services to residents,
administration, non-program, debt service and capital projects. Function disbursements required to be budgeted
include disbursements for the general fund, special revenue funds, debt service fund, capital projects funds. Although
the budget document presents function disbursements by fund, the legal level of control is at the aggregated function
level, not by fund. Legal budgetary control is also based upon the appropriation to each office or depariment During
the year, two budget amendments increased budgeted disbursements by $985,443 These budget amendments are
reflected in the final budgeted amounts.

in addition, annual budgets are similarly adopted in accordance with the Code of lowa by the appropriate governing
body as indicated: for the County Extension Office by the County Agricultural Extension Council, for the County
Assessor by the County Assessor’s Conference Board, for the E911 System by the County Joint ES11 Service Board
and for Emergency Management Services by the County Emergency Management Commissicn.
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WAPELLO COUNTY, IOWA

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

JUNE 30, 2004

ASSETS

Cash and pooled investments
Cash in escrow
Receivables:
Property tax:
Defingquent
Succeeding year
Accounts
Due from other governments

TOTAL ASSETS

LIABILITIES AND FUND EQUITY

LIABILITIES:
Accounis payable
Salaries and benefits payable
Compensated absences
Deferred revenue:
Succeeding year property tax
Other

Total liabilities

FUND EQUITY':
Reserved for:
Debt service
Capital projects
Unreserved, reported in:
Special revenue funds

Total fund equity

TOTAL LIABILITIES
AND FUND EQUITY

See Accompanying independent Auditor's Report

Schedule 1

Debt Capital Special

Service Projects Revenue Total
$ 5990 $ 411,559 § 3g7,762 $ 785,311
- 15,000 - 15,000
4,474 - 3,852 8,326
194,386 - 631,997 826,383
- - 5,803 5,603
- 65,250 85,248 130,498
$ 204850 §$ 491808 % 1,074,462 $ 1,771,121
3 - 3 - % 4167 & 4,167
- 5,162 5,162
- - 3,507 3,507
194,386 - 631,997 826,383
4,426 - 3,719 8,145
198,812 - 648,552 847,364
6,038 - - 6,038
- 491,809 - 491,809
- - 425,910 425,910
6,038 491,809 425,910 923,757
$ 204850 $ 491809 $ 1074482 §$ 1,771,121
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Schedule 2
WAPELLQ COUNTY, IOWA

COMBINING SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2004

Debt Capital Special
Service Projects Revenue Total
REVENUES:
Property and other County tax $ 183,700 § 476,809 $ 1,244,373 $ 1,904,882
Intergovernmental 13,009 - 63,232 76,241
Licenses and permits - - 54,717 54,717
Charges for service - - 33,283 33,283
Use of money and property - - 20,250 20,250
Miscellaneous - - 5,033 5,033
Total revenues 196,709 476,809 1,420,888 2,024,408
EXPENDITURES:
Operating:
Public safety and legal - - 86,549 86,549
County environment and education - - 165,036 165,036
Roads and transportation - - 214,010 214,010
Governmental services to residents - - 8,073 8,073
Administration - - 7,588 7,588
Debt service 751,945 - - 751,945
Capital projects - 100,000 75,346 175,346
Total expenditures 751,945 100,000 556,602 1,408,547
Excess (deficiency) of revenues
over {under} expenditures {555,236) 376,809 864,286 685,859
Other financing sources {uses);
General obligation capital loan notes issued 545,093 - - 545,093
Operating transfers in - 100,000 - 100,000
Operating transfers out - - (775,000) {775,000)
Excess (deficiency) of revenues and other
financing sources over (under) expenditures
and other financing uses (10,143) 476,809 89,286 555,952
FUND BALANCES - Beginning of year 16,181 15,000 336,624 367,805
FUND BALANCES - End of year $ 6,038 $ 491,809 $ 425910 $ 923,757

See Accompanying Independent Auditor's Report
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WAPELLO COUNTY, IOWA

COMBINING BALANCE SHEET

NONMAJOR SPECIAL REVENUE FUNDS

JUNE 30, 2004

ASSETS

Cash and pooled investments $
Receivables:
Property tax:
Delinquent
Succeeding year
Accounts
Due from other governments

TOTAL ASSETS §

LIABILITIES AND FUND EQUITY

LIABILITIES:
Accounts payable S
Salaries and benefits payable
Compensated absences
Deferred revenue:
Succeeding year property tax
Other

Total liabilities

FUND EQUITY:
Fund balances:
Unreserved

TOTAL LIABILITIES AND FUND EQUITY  $

See Accompanying Independent Auditor's Report
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County
Recorder's Local
Rural Records Option REAP
Services Management Tax Fund
137,632 & 79,941 30,781 § 97,728
3,852 - -
631,897 - - -
1,908 1,832 - 49
32,624 - 32,624 -
808,013 $ 81,873 63,405 $ 97,777
1206 % 1,837 - 3
5,162 - - -
3,507 - - -
831,997 - - -
3,719 - - -
645,591 1,937 - -
162,422 79,938 63,405 97,777
808,013 % 81,873 63405 $ 97,777




Schedule 3

Jail
Commissary Wellness Drainage
Fund Fund Districts Total

$ 14027 $ 2863 $ 4790 $ 367,762

- - - 3,852
- : - - 631,997
1,714 - - 5,603
- 65,243

$ 15741 $ 2,863 $ 4,790 $ 1,074,462

$ 1,024 § - § -9 4,167
- - - 5,162
- - - 3,507

- - - 631,997
3,719

1,024 - - 648,552

14,717 2,863 4,790 425,910

$ 15741 $ 2863 $ 4790 $ 1,074,462
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WAPELLO COUNTY, IOWA

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES
NONMAJOR SPECIAL REVENUE FUNDS
YEAR ENDED JUNE 30, 2004

County
Recorder's Jail
Rural Records Local REAP  Commissary
Services Management Option Tax Fund Fund
REVENUES:
Property and other County tax $ 1005970 $ - § 238403 % - % -
Intergovernmental 47,885 - - 15,347 -
Licenses and permits 54,717 - - - -
Charges for service 831 32,652 - - -
Use of money and property - 370 - 501 19,379
Miscellangous 33 - - - -
Total revenues 1,108,236 33,022 238,403 15,848 19,379
EXPENDITURES:
Operating:
Public safety and legal 64,924 - - - 21,625
County environment and education 165,036 - - - -
Roads and transportation 214,010 - - - -
Governmental services to residents 5,544 2,529 - - -
Administration 2,594 - - - -
Capital projects 348 - 74,998 - -
Total expenditures 452,456 2,529 74,998 - 21,625
Excess (deficiency) of revenues
over (under) expendifures 656,780 30,493 163,405 15,848 (2,246)
Other financing uses:
Operating transfers out (675,000 - {100,000) - -
Excess (deficiency) of revenues
over (under) expenditures
and other financing uses (18,220) 30,493 83,405 15,848 (2,246)
FUND BALANCES - Beginning of year 180,642 49,443 - 81,929 16,963
FUND BALANCES - End of year $ 162,422 § 79936 § 634056 $ 97777 $ 14,717

See Accompanying Independent Auditor's Report
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Schedule 4

Wellness Drainage
Fund Districts Total

s - $ - $ 1,244,373
- - 63,232

- - 54,717

- - 33,283

- - 20,250

5,000 - 5,033
5,000 . 1,420,888

- - 86,549
- - 165,036
- - 214,010
- - 8,073
4,994 - 7,588
- - 75346

4,994 - 556,602

6 - 864,286

- - (775,000

6 - 89,286

2,857 4,790 336,624

$ 2,863 § 4790 % 425,910
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Schedule 5
WAPELLO COUNTY, IDWA

COMBINING BALANCE SHEET
NONMAJOR CAPITAL PROJECTS FUNDS
JUNE 30, 2004

South lowa
Area Detention Bridges
Service Agency  and Culverts Total
ASSETS
Cash and pooled investments 3 - 3 411,559 $ 411,559
Cash in escrow 15,000 - 15,000
Due from other governments - 65,250 65,250

TOTAL ASSETS $ 15,000 % 476,809 § 491,809

LIABILITIES AND FUND EQUITY

LIABILITIES:
None
FUND EQUITY:
Reserved for:
Capital projects $ 15000 $ 476,809 § 491,809
Total fund equity 15,000 476,809 491,809

TOTAL LIABILITIES
AND FUND EQUITY § 15,000 $ 478,809 $ 481,809

See Accompanying Independent Auditor's Report
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Schedule 6
WAPELLO COUNTY, IODWA

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES
NONMAJOR CAPITAL PROJECTS FUNDS
YEAR ENDED JUNE 30, 2004

South lowa Local Opiion

Area Detention  Tax Capital Bridges
Service Agency Projects and Culverts Total
REVENUES:
Property and other county tax $ - 5 - $ 476,809 § 476,809
EXPENDITURES:
Capital projects - 100,000 - 100,000
Excess (deficiency) of revenues over
(under) expenditures - (100,000) 476,809 376,809
Other financing sources:
Operating transfers in - 100,000 - 100,000
Excess of revenues and other financing
sources over expendifures - - 476,808 476,809
FUND BALANCES - Beginning of year 15,000 - - 15,000
FUND BALANCES - End of year $ 15,000 $ . 3 476,809 $ 491,809

See Accompanying Independent Auditor's Report
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WAPELLO COUNTY, IOWA

COMBINING SCHEDULE OF FIDUCIARY ASSETS AND LIABILITIES

AGENCY FUNDS
JUNE 30, 2004

ASSETS

Cash and pooled investments:
County Treasurer
Other County officials
Receivables:
Accounts receivable
Property tax:
Delinquent
Succeeding year
Due from other funds
Due from other governments

TOTAL ASSETS

LIABILITIES

Accounts payable

Due to other funds

Due to other governments
Trusts payable
Compensated absences

TOTAL LIABILITIES

See Accompanying Independent Auditor's Report
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County Offices

County County
Recorder sSheriff
S - % -
67,637 25,838

$§ 67637 $ 25838

47,860 -
19777

$ 67637 § 25838



Joint

Empowerment Disaster

E911 Board Services

$ 183,053 $ 394651 $ 8281
36,328 - -

- 749 6,783

$ 219,381 $ 395400 $ 15,064
$ 11,492 $ 49506 $ 3,580
207,889 345,894 11,484

$ 219,381 $ 395400 $ 15,0684

Brucellosis
and
Tuberculosis
Eradication

64

17
2,921

3,002

3,002

3,002
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Schedule 7

Corporations Townships Schools
188,891 3 3,464 3 241,617
62,224 994 66,854
9,920,510 164,488 10,730,610
10,171,625 $ 168,946 $ 11,039,081
-8 -3 -
10,171,825 168,946 11,039,081
10,171625 $ 168946 $ 11,039,081




Cash and pooled investments:
County Treasurer
Other County cofficials

Receivables:

Accounts receivable
Property tax:
Delinquent
Succeeding year
Due from other funds
Due from other governments

Accounts payable

Due to other funds’

Due to other governments
Trusts payable
Compensated absences

WAPELLO COUNTY, IOWA

COMBINING SCHEDULE OF FIDUCIARY ASSETS AND LIABILITIES

ASSETS

LIABILITIES

AGENCY FUNDS
JUNE 30. 2004

TOTAL ASSETS

TOTAL LIABILITIES

See Accompanying Independent Auditor's Report
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Area
Schools
¥ 11,679
3,430
550,764
§ _565,873
$ -
565,873
$ 565,873

County
Conservation
Trust

3 1,045
$ 1,045
$ -
1,045
3 1,045



Schedule 7
{Continued)

Agricultural Auto Special
County Extension License and Assess- Advance
Assessor Education Use Tax ments Tax Total

$ 93469 % 2,980 $ 610,315 $ 829 $ 49,003 $ 1,796,883

- - - - - 93,475

- - - - - 36,328

1,112 922 - - - 135,553
178,944 147,872 - - - 21,696,109
2,854 - - - - 2,854

- - - - - 7,532

$ 276,379 § 151,774 $ 610,315 $ 8,291 $ 49,003 $ 23,768,744

$ 13394 S - 8 - 8 -3 - 3 77,972
- - - - - 47,860

259,443 151,774 610,315 8,291 49,093 23,612,487

- - - - - 26,883

3,542 - - - - 3,542

$ 276,379 % 151,774 $ 610,315 $ 8,291 $ 49,093 $ 23,768,744
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WAPELLO COUNTY, I1OWA

COMBINING SCHEDULE OF CHANGES [N FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUNDS
YEAR ENDED JUNE 30, 2004

County County
Recorder Sheriff
ASSETS AND LIABILITIES
Balances beginning of year $ 78496 $ 31,221
Additions:
Property and other County fax - -
ES11 surcharge - -
State tax crediis - -
Reimbursements - -
Office fees and collections 414,509 -
Auto licenses, use tax and postage 25,391 -
Assessments S -
Trusts - 741,303
Miscellaneous 167 -
Total additions 440,067 741,303
Deductions:
Agency remittances:
To other funds 263,157 -
To other governments 187,769 -
Trusts paid out - 746,686
Total deductions 450,926 746,686
Balances end of year $ 67637 $ 25838

See Accompanying Independent Auditor's Report
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Schedule 8

Empower- Joint Brucellosis
ment Disaster and
Eg11 Board Services Tuberculosis Corporations Townships Schools

$ 232915 §$ _ 500363 $ 5456 § 3400 § _9605410 % _ 214,868 $ 13,350,600

- - - 2,853 9,219,865 185,712 11,515,904

164,179 - - - - -

- 573,817 - 208 689,656 11,137 837,479

- - 26,509 - . - -

463 - 35 - - - -
164,642 573,817 26,544 3,061 9,909,521 196,849 12,353,383
178,176 678,780 16,936 3,459 9,343,306 242,771 14,664,902
178,176 678,780 16,036 3,459 9,343,306 242771 14,664,902

$ 219381 § 395400 $ 15064 $ 3,002 $ 10171625 $ 168,946 $ 11,039,081
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WAPELLO COUNTY, IOWA

COMEINING SCHEDULE OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES

AGENCY FUNDS

YEAR ENDED JUNE 30, 2004

ASSETS AND LIABILITIES

Balances beginning of year

Additions: )
Property and other County tax
E911 surcharge
State tax credits
Reimbursements
Office fees and collections
Auto licenses, use tax and postage
Assessments
Trusts
Miscellaneous

Total additions

Deductions:
Agency remittances:
To other funds
To other governments
Trusts paid out

Total deductions

Balances end of year

See Accompanying Independent Auditor's Report

Area Conservation County
Schools Assessor
663,793 295,494
633,138 168,587
40,122 12,186
- 2,854
- 2,189
- 376
673,260 186,192
771,180 205,307
771,180 205,307
565,873 276,379




$

$

Schedule 8

(Continued)
Agricultural Auto Special Partial
Extension License and Assess- Advance Tax Payment
Education Use Tax ments Tax Redemption Fund Total
168,163 § 540,305 $ __14,839 §$ _ 58233 - 807 $ 25,765,408
145,250 - - 47,232 - - 21,918,541
- - - - - - 164,179
10,217 - 16 - - - 2,174,838
- - - - - - 29,363
- - - - - 416,698
- 6,906,898 - - - - 6,932,289
- - 41,983 - - - 41,983
- - - - - - 741,303
- - - - 722,641 - 723,682
155,487 6,906,898 41,899 47,232 722,641 - 33,142,876
- 225,039 - - - - 488,196
171,856 6,611,849 48,547 56,372 722,641 807 33,904,658
- - - - - - 746,686
171,856 6,836,888 48,547 56,372 722,641 807 35,139,540
151,774 % 610,315 $ 8,201 $ 49,003 - - $ 23,768,744
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WAPELLO COUNTY, IOWA

Schedule 9

SCHEDULE OF REVENUES BY SOURCE AND EXPENDITURES BY FUNCTION -

REVENUES:
Property and other County tax
Interest and penalty on property tax
Intergovernmental
Licenses and permits
Charges for service
Use of money and property
Miscellanecus

Total

EXPENDITURES:

Operating:
Public safety and legal services
Physical health and social services
Mental health
County environment and education
Roads and transportation
Governmental services to residents
Administration
Non-program

Debt service

Capital projects

Totzl

ALL GOVERNMENTAL FUNDS
FOR THE LAST FOUR YEARS

Modified Accrual Basis

2004 2003 2002 2001
$ 7412239 % 10,199,466 $ 9,150,343 $ 9,277,813
123,785 167,709 120,098 108,801
6,373,929 6,000,077 7,580,798 7,345,020
66,950 39,421 30,678 22,260
905,300 793,614 776,478 619,038
156,225 230,871 419,412 747,039
1,088,472 736,861 108,768 202,193
$ 16126909 $ 18,157819 $ 18,186,575 § 18,413,064
$ 3,160,480 $ 2,931,276 $ 2,763,191 $ 2820437
1,411,784 773,088 1,323,502 1,268,252
3,648,067 4,104,385 4,261,011 4,047 634
513,364 953,145 352,849 342,708
3,475,049 3,502,397 3,205,433 2,972,325
537,526 494,685 508,092 458,098
2,022,641 2,053,950 1,901,496 2,032,508
83,210 80,668 82,499 474,405
751,945 720,396 4,736,743 2,356,960
1,171,399 742,740 2,785,533 2,428,210
$ 16775465 $ 16,356,730 5 22010349 § 19,201,535

See Accompanying Independent Auditor's Report
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Schedule 10
WAPELLO COUNTY, IOWA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2004

CFDA  Agency or Pass- Program
Number Through Number Expenditures

GRANTOR/PROGRAM:

INDIRECT:
United States Department of Justice:

lowa Department of Justice:
Crime Victim Assistance 16575 VA-04-7363 % 23,293

lowa Depariment of Public Safety:
Governor's Alliance on Substance Abuse:
Violence Against Women Formula Grants 16588 VW-04-7364 32,205

United States Department of Agriculture:
fowa Depariment of Human Services:

Human Services Administrative Reimbursements:
State, Administration Matching Grants for
Food Stamp Program 10.561 20,078

United States Department of Education:
lowa Department of Education:

Vocational Rehabilitation Services Division:
Rehabilitation Services - Vocational

Rehabilitation Grants to States 84126 (04-CPSE-18 10,101

Rehabilitation Services - Vocational
Rehabilitation Grants to States 84126 03-CPSE-18 6,963
17.064

United States Department of Health and Human Services:
lowa Department of Public Health:
Childhoed Lead Poisoning Prevention Projects:
State and Community - Based Childhood Lead
Poisoning Prevention and Surveillance of

Blood Lead Levels in Children 93 197 5884L16 1,414
Immunization Grants 93.268 58821460 5,739
Preparedness and Response for Bioterrorism 93 283 5883BT90 12,825
Preparedness and Response for Bioterrorism 93 283 5883BT92 4,014
Preparedness and Response for Bioterrorism 93283  5883BT206 10,075
Preparedness and Response for Bioterrorism 93283  5883BT206 10,708

37,620

lowa Department of Human Services:
Child Support Enforcement 93 563 324,486
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Schedule 10
WAPELLO COUNTY, ICWA {Continued)

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2004

CFDA  Agency or Pass- Program
Number Through Number Expenditures
GRANTOR/PROGRAM:
INDIRECT: (Continued)
United States Department of Health and Human Services:
(Continued)
lowa Department of Human Services: (Continued)
Human Services Administrative Reimbursements:
Temporary Assistance for Needy Families 93.558 26,034
Refugee and Entrant Assistance - State
Administered Programs 93 566 88
Child Care Mandatory and Matching Funds
of the Child Care and Development Fund 93.596 4,738
Foster Care - Title IV - E 93.658 11,815
Adoption Assistance 93.659 3,163
Medical Assistance Program 93778 26,083
Social Services Block Grant 93 667 17,120
Social Services Block Grant 93 667 228,266
245,386
Federal Emergency Management Agency:
Public Assistance Grants 83.544 15,212

Total

794,418

Basis of Presentation - The Schedule of Expenditures of Federal Awards includes the federal grant activity of
Wapello County, lowa and is presented on the modified accrual basis of accounting. The information on this
schedule is presented in accordance with the requirements of OMB Circular A-133, 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.

See Accompanying Independent Auditor's Report
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE
AND ON INTERNAL CONTROL OVER FINANICAL REPORTING

To the Officials of Wapelio County, lowa:

We have audited the financial statements of Wapello County, lowa, as of and for the year ended June 30, 2004, and have
issued our report thereon dated September 15, 2004. We conducted our audit in accordance with U.S. generally accepted
auditing standards, Chapter 11 of the Code of lowa, and the standards applicable to financial audits contained in

Government Auditing Standards, issued by the Comptroller Generat of the United States.

Compliance

As part of obtaining reasonable assurance about whether Wapello County, lowa’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, non-
compliance with which could have a direct and material effect on the determination of financial statements 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 that are required to be
reported under Government Auditing Standards.

Comments involving statutory and other legal matters about the County’s operations for the year ended June 30, 2004 are
based exclusively on knowledge obtained from procedures performed during our audit of the financial statements for 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 Prior year statutory comments have all been resolved.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Wapelio County, lowa’s internal control over financial reporting in order
to determine our auditing procedures for the purpose of expressing our opinion on the financials statements and not to
provide assurance on the internal control over financial reporting. However, we noted certain matters involving the internal
control over financial reporting and its operation that we consider to be reportable conditions. Reportable conditions involve
matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over
financial reporting that, in our judgment, could adversely affect Wapelle County, lowa’s ability to record, process, summarize
and report financial data consistent with the assertions of management in the financial statements. Reportable conditions
are described in Part Il of the accompanying Schedule of Findings and Questioned Costs.

A material weakness is a condition in which the design or operation of one or more of the internal control components does
not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functicns. Our consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily
disclose all reportable conditions that are also considered to be material weaknesses. However, of the reportable
conditions described above, we believe item 04-1I-A is a material weakness. Prior year reportable conditions have been

resolved except for item 04-11-A.
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This report, a public record by law, is intended solely for the information and use of the officials, employees and citizens of
Wapello County, lowa and other parties to whom Wapello County, lowa may report. This reportis not intended to be and
should not be used by anyone other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of Wapello County, lowa
during the course of our audit. Should you have any questions concerning any of the above matters, we shall be pleased to
discuss them with you af your convenience.

ANDERSON, LARKIN & CO . P.C.

Ottumwa, lowa
September 15, 2004
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM
AND INTERNAL CONTROL OVER CCMPLIANCE

To the Officials of Wapello County, lowa:

Compliance

We have audited the compliance of Wapello County, lowa, with the types of compliance requirements described in 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, 2004. Wapello County, lowa’'s major federal programs are identified in Part |
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 Wapello County, lowa’s
management. Qur responsibility is to express an opinion on Wapello County, lowa's compliance based on our audit.

We conducted our audit of compliance in accordance with U .S. generally accepted auditing standards, Chapter 11 of the
Code of lowa, 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 Govemments, and Non-Profit
Organizations. Those standards and provisions 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 affect on a major federal program occurred An audit includes examining, on a test basis, evidence about Wapello
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 reascnable basfs for our opinion Our audit does not provide a
legal determination on Wapello County, lowa’s compliance with those requirements.

In our opinion, Wapello 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, 2004

Internat Control Over Compliance

The management of Wapelio County, lowa 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 Wapello County, lowa’s internal control over compliance with 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 conirol over compliance in accordance with OMB

Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in the internai control
that might be material weaknesses. A material weakness is a condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low level the risk that non-compliance with applicable
requirements of faws, regulations, contracts and grants that would be material in relation to a major federal program being
audited may occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over compliance and its operation that we consider

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

parties.

ANDERSON, LARKIN & CO. P C.

Ottumwa, lowa
September 15, 2005
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WAPELLO COUNTY, IOWA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2004

Part |: Summary of the Independent Auditor's Results

a. An unqualified opinion was issued on the financial statements.

b. Reportable conditions in internal control over financial reporting were disclosed by the audit of the financial
statements, including a material weakness.

¢. The audit did not disclose any noncompliance which is material to the financial statements.

d. No reportable conditions in internal control over major programs were disclosed by the audit of the financial
statements.

e. An unqualified opinion was issued on compliance with requirements applicable to each major program.

f.  The audit did not disclose any audit findings which were required to be reported in accordance with Office of
Management and Budget Circular A-133, Section .510(a).

g. The major program was as follows:

¢ CFDA Number 93.563 — Child Support Enforcement
h. The dollar threshold used to distinguish between Type A and Type B programs was $300,000.
i.  Wapello County, lowa qualified as a low-risk auditee.

Part lI: Findings Related to the Financial Statements

INSTANCES OF NON-COMPLIANCE:

No matters were reported.

REPORTABLE CONDITIONS:

04-1-A Electronic Data Processing — During our review of internal control, the existing contral activities in thé™
County’s computer based systems were evaluated in order to determine that activities, from a control
standpoint, were designed to provide reasonable assurance regarding the achievement of objectives in
the reliability of financial reporting, effectiveness and efficiency of operations, and compliance with
applicable laws and regulations. The following weaknesses in the County’s computer based systems

were noied:

There are no requirements that passwords be changed pericdically.
There are no requirements that only licensed software is installed on County computers.
There are no requirements that govern the use of the Internet.

Recommendation — The County should address the above items to improve its control over
computer based systems.

Response — We continue to address this area and additional changes are forthcoming.

Conclusicn — Response accepted,
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WAPELLO COUNTY, IOWA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2004

Part Il: Findings and Questioned Costs for Federal Awards

No findings under this section.

Part [V: Other Findings Related o Required Statutory Reporting

04-IV-A

04-1v-B

04-1v-C

04-IvV-D

04-1V-E

04-1V-F

04-1V-G

04-IvV-H

04-1V-I

Official Depositories — A resolution naming official depositories has been adopted by the Board. The
maximum deposit amounts stated in the resolution were not exceeded during the year ended

June 30, 2004,

Certified Budget — Disbursements during the year ended June 30, 2004 did not exceed the amounts
budgeted.

Questionable Expenditures — We noted no expenditures that may not meet the requirements of public
purpose as defined in an Attorney General’s opinion dated April 25, 1979.

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

Business Transactions — No business fransactions between the County and County officials or employees
were noted.

Bond Coverage —~ Surety bond coverage of County officials and employees is in accordance with statutory
provisions.

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

Deposits and Investments — No instances of non-compliance with the deposit and investment provisions
of Chapter 12B and 12C of the Code of lowa and the County’s investment policy were noted.

Resource Enhancement and Protection Certification — The County properly dedicated property tax
revenue fo 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).

04-1vV-J County Extension Office — The County Extension Office is operated under the authority of Chapter 176A of

04-IvV-K

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 and, consequently, is not included in
Exhibits Aor B,

Disbursements during the year ended June 30, 2004 for the County Extension Office did not exceed the
amount budgeted

4-H Funding — On an annual basis, Wapello County has funded the County 4-H organization. According
to Chapter 174.13 of the Code of lowa, the 4-H organization is required to own at least ten acres of land,
and they are required to provide the County with an annual accounting of expenditures, including copies of
paid receipts. AtJune 30, 2004, the 4-H organization did not own any land, and they had not provided the

accounting or the receipts.

Recommendation — The County should make sure the 4-H organization complies with the Code, or they
should discontinue payments to the 4-H organization.

Response — Since year end, the Code of [owa has been amended, and the land ownership requirement
no longer exists. Future payments to the 4-H organization are contingent upon submission of the prior

year’s accounting and receipts by the 4-H organization.

Conclusicn — Response accepted.
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