FALLER & KINCHELOE, P.C.

Certified Puablic Accouuntants
October 20, 2004

To the Board of Directors
Central lowa Employment and Training Consortium

We have audited the financial statements of Central lowa Employment and Training Consortium
(CIETC) for the year ended June 30, 2004, and have issued our report thereon dated October 20,
2004. Professional standards require that we provide you with the following information related
to our audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letter dated January 28, 2004, our responsibility, as described by
professional standards, is to plan and perform our audit to obtain reasonable, but not absolute,
assurance that the financial statements are free of material misstatement and are fairly presented
in accordance with U.S. generally accepted accounting principles. Because an audit is designed
to provide reasonable, but not absolute assurance and because we did not perform a detailed
examination of all transactions, there is a risk that material misstatements may exist and not be
detected by us.

As part of our audit, we considered the internal control of CIETC. Such considerations were
solely for the purpose of determining our audit procedures and not to provide any assurance

concerning such internal control.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies
used by CIETC are described in Note 1 to the financial statements. During fiscal year 2004,
CIETC implemented Governmental Accounting Standards Board (GASB) Statement No. 24,
Basic Financial Statements - and Management’s Discussion and Analysis — for State and Local
Governments; Statement No. 37, Basic Financial Statements — and Management’s Discussion
and Analysis — for State and Local Governments: Omnibus; Statement No. 38, Certain Financial
Statement Note Disclosures; and GASB Interpretation No. 6, Recognition and Measurement of
Certain Liabilities and Expenditures in Governmental Fund Financial Statements. We noted no
transactions entered into by CIETC during the year that were both significant and unusual. and of
which, under professional standards, we are required to inform you, or transactions for which
there is a lack of authoritative guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management
and are based on management’s knowledge and experience about past and current events and
assumptions about future events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
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affecting them may differ significantly from those expected. The most sensitive estimates
affecting the financial statements were from recording of capital assets and related depreciation,
and allocation of expenditures to various grant programs. We evaluated the key factors and
assumptions used to develop the allocations in determining that they are reasonable in relation to
the financial statements taken as a whole.

Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed
correction of the financial statements that, in our judgment, may not have been detected except
through our auditing procedures. An audit adjustment may or may not indicate matters that
could have a significant effect on CIETC’s financial reporting process (that is, cause future
financial statements to be materially misstated). In our judgment, none of the adjustments we
proposed, whether recorded or unrecorded by CIETC, either individually or in the aggregate,
indicate matters that could have a significant effect on CIETC’s financial reporting process.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting,
or auditing matter that could be significant to the financial statements or the auditors’ report. We
are pleased to report that no such disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the governmental unit’s financial
statements or a determination of the type of auditors’ opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management prior to retention as CIETC’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses
were not a condition to our retention.
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Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing our audit.
This information is intended solely for the use of the Board of Directors and management of
CIETC and is not intended to be and should not be used by anyone other than these specified

parties.

Very truly yours,

ollor L il - &



FALLER & KINCHELOE, P.C.

Certified Public Accountants

October 20, 2004

To Management and
The Board of Directors of
Central Jowa Employment and Training Consortium

In planning and performing our audit of the financial statements of Central lowa Employment
and Training Consortium (CIETC) for the year ended June 30, 2004, we considered CIETC’s
internal control structure to determine our auditing procedures for the purpose of expressing an
opinion on the financial statements and not to provide assurance on the internal control structure.

However, during our audit, we became aware of the following matter that is an opportunity for
strengthening internal controls and operating efficiency. This letter does not affect our report
dated October 20, 2004, on the financial statements of CIETC.

We will review the status of this comment during our next audit engagement. We have already
discussed this comment with various CIETC personnel, and we will be pleased to discuss this
comment in further detail at your convenience, to perform any additional study of this matter, or
to assist you in implementing the recommendation.

Our comment is summarized as follows:

Accounting Manual

CIETC is in the process of developing a formal accounting manual documenting the procedures
for fiscal operations. A written accounting manual is necessary to ensure that transactions are
treated in a standardized manner and that proper internal controls exist in the accounting system.
Should employees have a question as to the proper handling of a transaction in accordance with
management’s authorization, such information is not available in writing. We recommend that
operating guidelines for fiscal activities be completed as soon as possible including a description
of each fiscal procedure, such as invoice paying, maintenance of accounts receivable and
accounts payable subsidiary records, and payroll procedures. In addition, an expense allocation
methodology should also be incorporated into the accounting manual.

Sincerely,

Tt LApchls, -

Joel C. Faller, CPA ] Alan Kinchelog, CPA

2721 SW 30th Street Des Moines, lowa 50321-1409
(515) 362-5672 CPA@FallerKincheloe.com FAX (515) 362-5674




FALLER & KINCHELOE, PP.C.

Certified Prublic AAccountants

NEWS RELEASE

FOR RELEASE December 8, 2004

Faller & Kincheloe, P.C., CPAs today released an audit report on Central lowa
Employment and Training Consortium (CIETC) in Des Moines, IA.

CIETC is a governmental organization of city and county governments organized under the
provisions of Chapter 28E of the Code of Iowa. Its purpose is to serve as a grant
recipient/administrative entity for the employment and training programs in the eight-county
geographical area of Boone, Dallas, Jasper, Madison, Marion, Polk, Story, and Warren counties

in Iowa, and the city of Des Moines.

CIETC has implemented new reporting standards for the year ended June 30, 2004, with
significant changes in content and structure of the financial statements. The new financial
statements now include Statements of Activities and Net Assets which provide information about
the activities of CIETC as a whole. Also included is Management’s Discussion and Analysis of

CIETC’s financial statements.

Faller & Kincheloe, P.C., CPAs reported that CIETC revenues totaled $5,646,093 for the year
ended June 30, 2004. Revenue consisted primarily of $5,598,813 from governmental funding
sources and $47,280 from other sources. Expenses totaled $5,672,534 for the year ended June
30, 2004, and included $4,853,097 of program expenses.

A copy of the audit report is available for review in the Office of Auditor of State and
CIETC'’s office.

Joel C. Faller, CPA . Alan Kincheloe, CPA

2721 SW 30" Street Des Moines, lowa 50321-1409
(515) 362-5672 CPA@FallerKincheloe.com Fax (515) 362-5674
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FALLER & KINCHELOE, P.C.

Certified Public Accountants

Independent Auditors’ Report

To the Board of Directors
Central lowa Employment and Training Consortium

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of Central lowa Employment and Training
Consortium (CIETC) as of and for the year ended June 30, 2004, which collectively compromise
CIETC s basic financial statements as listed in the table of contents. These financial statements are
the responsibility of CIETC’s management. Our responsibility is to express opinions on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America; Chapter 11 of the Code of Towa; and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller 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 amounts 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 reasonable 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 CIETC, as of June 30, 2004, and the respective changes in financial
position for the year then ended. in conformity with accounting principles generally accepted in the
United States of America.

As described in Note 10, during the year ended June 30, 2004, CIETC adopted Governmental
Accounting Standards Board Statement No. 34, Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments; Statement No. 37, Basic Financial
Statements — and Management’s Discussion and Analysis — for State and Local Governments:
Omnibus; and Statement No. 38, Certain Financial Statement Note Disclosures. CIETC also
adopted Governmental Accounting Standards Board Interpretation No. 6. Recognition and
Measurement of Certain Liabilities and Expenditures in Governmental Fund Financial Statements.

In accordance with Government Auditing Standards, we have also issued reports dated October 20,
2004 on our consideration of CIETC’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, 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.

Joel C. Faller, CPA e Alan Kincheloe, CPA

2721 SW 30th Street Des Moines, lowa 50321-1409
(515) 362-5672 CPA@FallerKincheloe.com FAX (515) 362-5674
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Board of Directors
Central Jowa Employment and Training Consortium

The Management’s Discussion and Analysis on pages 4 through 10 is not a required part of the
basic financial statements, but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquires of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively compromise CIETC’s basic financial statements. Other supplementary information
included on pages 27 through 34, including the Schedule of Expenditures of Federal Awards
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, is presented for purposes of additional analysis and
is not a required part of the basic financial statements of CIETC. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, is fairly stated in all material respects in relation to the basic financial statements
taken as a whole.

Tatte R touatr P

October 20, 2004
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Central lowa Employment and Training Consortium (CIETC) provides this Management’s Discussion
and Analysis for its 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 CIETC’s financial statements, which follow.

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

e Management’s Discussion and Analysis introduces the basic financial statements and provides
an analytical overview of CIETCs financial activities.

o The Government-wide Financial Statements consist of a Statement of Net Assets and a
Statement of Activities. These provide information about the activities of CIETC as a whole and
present an overall view of CIETC’s finances.

e The Fund Financial Statements tell how governmental services were financed in the short term as
well as what remains for future spending. Fund financial statements report CIETC’s operations
in more detail than the government-wide statements by providing information about the most
significant funds. The remaining statement provides financial information about activities for
which CIETC acts solely as a custodian for the benefit of those outside of CIETC (Agency
Funds).

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

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

REPORTING CIETC’S FINANCIAL ACTIVITIES
Governmeni-wide Financial Statements

One of the most important questions asked about CIETC’s finances 1is, “How did the year’s activities
affect their financial position?” 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 economic resources measurement focus, which is similar to 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 CIETC’s assets and liabilities, with the difference between
the two reported as “net assets.” Over time, increases or decreases in CIETC’s net assets serve as an
indicator of CIETC’s financial position.

The Statement of Activities presents information showing how CIETC’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 result in cash flows until future fiscal periods.

CIETC’s governmental activities are presented in the Statement of Net Assets and the Statement of
Activities. Governmental activities include training, support, administration, and other program
activities. State and federal grants finance the vast majority of these activities.

Fund Financial Statements
CIETC has two kinds of funds:

1. Governmental funds account for all of CIETC’s services. These financial statements focus on
how money flows into and out of those funds. The governmental funds include: a) the General
Fund and b) the Special Revenue Funds, such as Workforce Investment Act; PROMISE JOBS;
H1-B Technical Grants; and Demonstration, Pilots, and Project Grants as well as others. 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 CIETC’s general governmental operations and the basic services it provides.

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

2. Fiduciary funds are used to report assets held in trust or agency capacity for others which cannot
be used to support CIETC’s own programs. These fiduciary funds include an Agency Fund that
accounts for the lowa Workforce Development local office non-staff operational funds.

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. CIETC’s
combined net assets changed by 26% from a year ago, from $100,157 to $73,716. The analysis that
follows focuses on the changes in the net assets for governmental activities.

Net Assets of Governmental Activities

June 30,
2004 2003
Current assets $ 552,399 $ 920,302
Capital assets - net 40,926 17.905
Total assets 593,325 938,207
Long-term compensated absences payable 130,044 140,622
Other liabilities 389.565 697.428
Total liabilities 519,609 838.050
Net assets:
Invested in capital assets 40,926 17,905
Restricted 41,575 5,000
Unrestricted (8.785) 77.252
Total net assets $_73,716  $100,157
Comparison of Net Assets
100,000
2003
80,000
p 90,000 2004 2004
3 40,000
S 20,000 -%‘"’3 2003
0 : : 2004
-20,000 -
Assets

Net assets are classified into three major components. The first component is the Investment in Capital
Assets. This increased by 129% from the fiscal year ended June 30, 2003 as a result of the purchase of
additional computer network-related components and office equipment.
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The second component is “restricted” net assets which represent resources that are subject to external
restrictions or enabling legislation on how they can be used. CIETC’s restricted assets will be used for
expenses specified by the grant agreements relating to these funding sources.

The third component of net assets is “unrestricted” which can be used to finance the day-to-day
operations, including training activities, without constraints established by enabling legislation or other
legal requirements. CIETC’s unrestricted net assets are comprised of:

(1) Funds received but not yet spent. In the prior fiscal year, CIETC received unrestricted funds that
management planned to use over a two year period. CIETC budgeted and spent a portion of
these funds in the fiscal year ended June 30, 2004. This meant that unrestricted net assets were
less at June 30, 2004 than at June 30, 2003. CIETC has budgeted to spend the second year of
these funds in the fiscal year ending June 30, 2005.

(2) A liability for vacation earned by employees that will be taken in the future. The majority of this
cost will be paid from future funding. During the year, CIETC implemented a policy change to
reduce the amount of unused vacation an employee could carry forward. The financial result of
this change was that CIETC required fewer future assets to pay for this unused vacation.

Changes in Net Assets of Governmental Activities

Year Ended
June 30, 2004
Revenues:
Program revenues — Operating grants, contributions, and
restricted interest $5,598,813
General revenues:
Grants and contributions not restricted to specific purposes 39,525
Miscellaneous 7,755
Total revenue 5,646,093
Expenses:
Administrative 819,437
Programs:
Training 4,269,740
Support 373,009
Other programs 210,348
Total expenses 5,672,534
Increase (decrease) in net assets (26,441)
Net assets beginning of year 100,157
Net assets end of year $_ 73716



Expenses

Other programs,
4% ]

Administrative,

Support, 7% 14%

Training, 75%

The cost of all of CIETC’s activities this year was approximately $5.7 million. $5.6 million, or 99%,
was financed by operating grants specifically received for those activities. The difference, $.1 million,
was funded from unrestricted grants and contributions as well as assets on hand from the prior year.
(NOTE: The operating grant received for PROMISE JOBS was received as a lump-sum for
administrative costs. Program expenses, as listed above, reflect PROMISE JOBS funding in the
function, i.e. administrative, training, and support, for which it was used.

CIETC’s major activity is to provide training services to the unemployed and underemployed as well as
to provide retraining to employees who have lost their jobs as a result of plant closings. CIETC spent
82% of its’ total expenditures on these training and support services.

INDIVIDUAL MAJOR FUND ANALYSIS

As CIETC completed the year, its’ governmental funds reported a combined fund balance of $163,000,
down 27% from the prior year balance of $223,000. Following are the major reasons for the changes in
fund balances of the major funds from the prior year and plans for future operations and expenditures:

e General fund expenditures exceeded current year revenues by approximately $64,000. This was
a result of planned expenditures related to the following: 1) funds received in a prior year that
management planned to use over a two year period; 2) the installation of a new network server
and accounting software; 3) preparations for the opening of the new Senator Tom Harkin
Learning Center for the Disabled; and 4) costs associated in preparing for relocation to a new
office facility in July, 2004. Approximately 75% of the ending fund balance is budgeted to be
spent in the fiscal year ending June 30, 2005. This budget includes spending the second year of a
two-year funding stream as well as utilizing funds for one-time expenses of equipment and
training materials related to the Senator Tom Harkin Learning Center for the Disabled.

e The Special Revenue Funds account for all of the training activities conducted by CIETC.
Allowable costs are incurred and then CIETC receives reimbursement. CIETC received and
expended approximately $5.56 million during the fiscal year, summarized as follows:



Major Special Revenue Funds:

Workforce Investment Act $ 1,214,540
PROMISE JOBS 1,577,843
H1-B Technical Grants 1,130,684
Demonstration, Pilots and Project Grants 991,089
Nonmajor Special Revenue Funds 651,243
Total $ 5,565,399

It is anticipated that CIETC will continue to deliver Workforce Investment Act training and other
services as long as the funding is authorized by Congress. CIETC will be preparing a new five
year regional service delivery plan during the fiscal year ending June 30, 2006. The PROMISE
JOBS program will continue to be delivered in the same manner based on continued funding
approval for the program by Congress and program approval by the lowa Legislature and the
Iowa Department of Human Services. The H1-B Technical Grant for the Health Careers
Program continues to train eligible participants and has exceeded enrollment goals. The funding
for the program will expire on December 10, 2004. The Tom Harkin Learning Center is being
funded as a Demonstration Grant. Participants are being enrolled, trained in job skills based on
established curriculum, and placed in appropriate job situations. Funding for this three and one-
half year grant is available through March 31, 2007. CIETC anticipates continued funding after
this date and is writing a business plan to enable the Learning Center to continue as a self-
sustaining operation at some point in the future.

CAPITAL ASSETS

At June 30, 2004, CIETC had approximately $41,000 invested in capital assets which is equipment used
in operations. During this fiscal year, CIETC acquired capital assets with a cost of approximately
$20,000 and recorded depreciation expense of approximately $9,000.

These capital assets were acquired using funds received from the State of Iowa through Iowa Workforce
Development (IWD). IWD retains ownership and title of these assets and has established written polices
regarding asset acquisition, use, management, and disposition. CIETC must follow these established
policies.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

CIETC recognizes that the needs of their clients and citizens for training and retraining in job skills
continue to grow. Their ability to write successful grants is high. However, competition from others
and the decisions made by the federal government on funding grants significantly affects what funding
is available and the amount of dollars available for job training.



Two of CIETC’s major funding streams, the Workforce Investment Act and PROMISE JOBS, are
impacted by conditions set by the federal government. The Workforce Investment Act is funded on a
formula basis in which the economic conditions of lowa are compared to other states. This comparison,
plus the dollar amount of funding made available by the federal government, impacts the amount of
funding received by CIETC. The funding for the PROMISE JOBS program is impacted by both state
and federal appropriations as well as a comparison of the number of Family Investment Program clients
in CIETC’s region as compared to other regions of the state. These factors require CIETC to annually
adjust its programming and services based on available funding.

CIETC’s appointed officials and management considered many factors when setting the fiscal year 2005
budget. Since CIETC is not a taxing body, the budget is determined based on available revenues.
Decisions on services and staffing are dependent upon available state and federal revenues.

A major new fraining initiative during fiscal year 2005 is the opening of the Senator Tom Harkin
Learning Center for the Disabled. This classroom includes state-of-the-art technology and will train
individuals with disabilities and adults with less than a high school education. The facility and
programming are the result of collaborative community efforts and a combination of funding sources
including the federal Department of Labor and local foundation and government grants.

CONTACTING CIETC’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a
general overview of CIETC’s finances and to show CIETC’s accountability for the money it receives. If
you have questions about this report or need additional financial information, contact Ramona
Cunningham, Chief Executive Officer; John Bargman, Chief Operating Officer; or Karen Tesdell, Chief
Accountant, 430 E. Grand, Des Moines, lowa.
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CENTRAL IOWA EMPLOYMENT AND TRAINING CONSORTIUM

Statement of Net Assets

June 30, 2004

Assets
Cash
Due from other governments
Miscellaneous other receivable
Capital assets, net of accumulated depreciation of $262,280

Total Assets

Liabilities
Accounts payable
Salaries and benefits payable
Due to other governments
Long-term liabilities - due or payable within one year:
Compensated absences payable

Total Liabilities

Net Assets
Invested in capital assets
Restricted for:

Uses specified in grant or donor agreements
Unrestricted

Total Net Assets

See accompanying notes to financial statements.

Governmental
Activities

5 73,597
473,329

5473

40,926

593,326

319,727
63,525
6,313

130,044

519,609

40,926

41,575
(8,785)

% 73,716
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Functions/Pragrams:

Governmental activities:

Administrative
Training
Support

Other programs

Total

General Revenues:

CENTRAL IOWA EMPLOYMENT AND TRAINING CONSORTIUM
Statement of Activities

Year Ended June 30, 2004

Program Revenue

Grants and contributions not restricted to specific purpose

Miscellaneous

Total General Revenues

Change in net assets

Net assets beginning of year

Net assets end of year

Ope-rating Grants, Net

Contributions, and  (Expenses)Revenues

Direct Indirect Restricted and Changes

Expenses Expenses Interest in Net Assets
$ 756639 § 62,798 § 804,579 % {14,858)
4,048,990 220,750 4,349,804 80,064
337,853 35,156 306,308 (66,701)
165,246 45,102 138,122 {72,226)
$ 5308728 § 363806 % 5,598,813 (73,721)
39,525
7,765
47,280
(26,441)
100,157
$ 73,716

See accompanying notes to financial statements.
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Assets

Cash

Due from other funds

Due from other governments
Miscellaneous other receivable

Total Assets

Liabilities and Fund Equity

Liabilities:

Accounts payable

Salaries and benefits payable
Due to other governments
Due to other funds

Total Liabilities

Fund Equity:

Reserved
Unreserved-designated
Unreserved-undesignated

Total Fund Equity

Total Liabilities and Fund Equity

CENTRAL IOWA EMPLOYMENT AND TRAINING CONSORTIUM

Balance Sheet
Governmental Funds
June 30, 2004

Special Revenue

Workforce H1-B Demonstration,
Investment PROMISE Technical Pilots and
General Act JOBS Grants Project Grants Nonmajor Total

$ 25784 $ 31,380 § - 5 - % - % 16433 § 73,597
135,858 - - - - - 135,858
- 9,769 66,527 99,529 198,780 54,553 429,158
- 614 - - - 4,859 5473
$ 161642 5 41763 § 66527 § 99529 § 198,780 § 75845 $ 644,086
$ 2585 $ 26,177 § 16,244 $ 96465 § 162,774 $ 15482 § 319,727
571 15,315 36,691 253 3,380 7,315 63,525
- - - - - 6,313 6,313
- - 12,276 2,811 32,626 43,974 91,687
3,156 41,492 65,211 99,529 198,780 73,084 481,262
- 271 1,316 - - 2,761 4,348
37,227 - - - - - 37,227
121,259 - - - - - 121,259
158,486 271 1,316 - - 2,781 162,834
$ 161642 3 41763 $ 66527 $ 99529 3 198,780 § 75845 $ 644,086

See accompanying notes to financial statements.



CENTRAL IOWA EMPLOYMENT AND TRAINING CONSORTIUM

Reconciliation of the Balance Sheet —
Governmental Funds to the Statement of Net Assets

June 30, 2004

Total governmental fund balances $ 162,834

Amounts reported for governmental activities in the Statement of Net Assets
are different because:

Capital assets used in govemmental activities are not current financial resources and, therefore, are not

reported in the funds. The cost of assets is $303,206 and the accumulated depreciation is $262,280. 40,926
Long-term liabilities, including compensated absences payable, are not due and payable

in the current period and, therefore, are not reported in the funds. (130,044)
Net assets of governmental activities $ 73716

See accompanying notes to financial staiements. 14
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Revenues:

Federal governmental grants
State governmental grants
Local governmental grants
Other program revenue
Private grants

Total Revenues

Expenditures:
Administrative
Training
Support

Other programs

Total Expenditures

Excess of revenues over (under) expenditures

Fund balances beginning of yea

Fund balances end of year

See accompanying notes to financial statements.

CENTRAL IOWA EMPLOYMENT AND TRAINING CONSORTIUM

Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds

Year Ended June 30, 2004

Special Revenue

Workforce H1-B Demanstration,
Investment PROMISE Technical Pilats, and
General Act JOBS Grants Project Grants  Nonmajor Total
$ - $1214269 $1576527 § 11306884 $ 991,088 § 502717 $ 5415286
- - - - - 148,526 148,526
14,752 - - - - - 14,752
30,842 271 1,316 - - - 32,529
35,000 - - - - - 35,000
80,694 1,214,540 1,577,843 1,130,684 991,088 651,243 5,646,093
36,467 114,964 425,836 01,262 112,889 56,866 838,284
- 1,082,646 848,132 1,039,422 849,046 467,365 4,286,611
- 16,659 228,591 - - 124,251 369,501
108,614 - 73,968 - 29,154 - 211,736
145,081 1,214,269 1,576,527 1,130,684 991,089 648,482 5,706,132
(64,387) 271 1,316 - - 2,761 (60,039)
222 873 - - - - - 222,873
$ 158486 § 271 § 1316 § - & -3 2761 $ 162834




CENTRAL IOWA EMPLOYMENT AND TRAINING CONSORTIUM

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances -
Govemmental Funds to the Statement of Activities

Year Ended June 30, 2004

Net changes in fund balances - total governmental funds $ (60,039)

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 outlay expenditures exceeded depreciation expense in the current year as follows:

Expenditures for capital assets $ 31,682
Depreciation expense (8,661) 23,01

The change in accruad compensated absences reported in the Statement of Activities
does not require the use of current financial resources and, therefore, is not reported

as an expenditure of governmental funds. 10,577
Change in net assets of gavernmental activities § (26441)

See accompanying notes to financial statements. 16



CENTRAL IOWA EMPLOYMENT AND TRAINING CONSORTIUM

Statement of Fiduciary Assets and Liabilities
Agency Funds

June 30, 2004

Assets

Cash
Miscellaneous other receivables

Total Assets

Liabilities

Accounts payable
Due to other governments
Due to other funds

Total Liabilities

Net Assets

See accompanying notes to financial statements.

$ 13,078

71,828

84,906

29,393
11,342

44,171

84,906
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CENTRAL JOWA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to Financial Statements

June 30, 2004

(1) Summary of Significant Accounting Policies

Central lowa Employment and Training Consortium (CIETC) is a governmental organization of city
and county governments organized under Chapter 28E of the Code of Towa. Its purpose is to serve
as a grant recipient and administrative entity for the employment and training programs in the eight-
county geographical area of Boone, Dallas, Jasper, Madison, Marion, Polk, Story, and Warren
counties in Iowa and the City of Des Moines. CIETC has a governing board composed of
representatives appointed by the Boards of Supervisors of its member counties and by the City
Council of the City of Des Moines.

CIETC’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, CIETC has included all funds, organizations, agencies, boards,
commissions and authorities. CIETC 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 CIETC are such that exclusion would cause CIETC’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 included
appointing a voting majority of an organization’s governing body and (1) the ability of CIETC 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 CIETC. CIETC has no component units
which meet the Governmental Accounting Standards Board criteria.

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 CIETC. For the most part,
the effect of interfund activity has been removed from these statements. Governmental activities
are supported by nonexchange transactions, mainly restricted and unrestricted grants.

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

Invested in capital assets consists of capital assets, net of accumulated depreciation.
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CENTRAL TOWA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to Financial Statements

June 30, 2004

(1) Summary of Significant Accounting Policies (continued)

B. Basis of Presentation (continued)

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

Unrestricted net assets consist of net assets that do not meet the definition of restricted net
assets. 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 clearly identified with a
specific function. Program revenues include grants and contributions restricted to meeting the
operational or capital requirements of a particular function. Other items not properly included
among program revenues are reported instead as general revenues.

Fund Financial Statements — Separate financial statements are provided for the governmental
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
nonmajor governmental funds.

CIETC reports the following major governmental funds:

The General Fund is the general operating fund of CIETC. All general revenues not allocated
by law or other contractual agreement to some other fund are accounted for in this fund. From
the fund are paid the general operating expenditures that are not paid from other funds.

The Special Revenue Funds are used to account for grants that are legally restricted to
expenditures specified by grant agreement. These include the major programs of the
Workforce Investment Act; PROMISE JOBS; H1-B Technical Grants; and Demonstration,
Pilots, and Project Grants as well as a number of nonmajor programs.

Additionally, CIETC reports a Fiduciary Fund. The Agency Fund is used to account for assets
held by CIETC as an agent for another governmental unit.
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CENTRAL TOWA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to Financial Statements

June 30, 2004

(1) Summary of Significant Accounting Policies (continued)

C. Measurement Focus and Basis of Accounting

The government-wide 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. Grants are recognized as revenue as soon as all eligibility requirements imposed by
the grantor have been met.

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 to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, CIETC considers revenues to be available if they are collected
within 60 days after year end. Grants and reimbursements are considered to be susceptible to
accrual.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, compensated absences are recorded as expenditures only when payment is due.
Capital asset acquisitions are reported as expenditures in governmental funds. Indirect expenses
are cost allocated based on quarterly staff salary charges. CIETC’s policy is to first use restricted
resources, as allowed by the grant agreement, and then apply unrestricted resources, if necessary,
to expenditures incurred.

CIETC reports expenditures in four functions — administrative, training, support, and other
programs. These functions represent how expenditures are reported to CIETC’s grantors.

D. Assets, Liabilities, and Fund Equity

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

Due from and Due to Other Funds — During the course of its operations, CIETC has transactions
between funds. To the extent that certain transactions between funds had not been paid or
received as of June 30, 2004, balances of inter-fund amounts receivable or payable have been
recorded in the fund financial statements.
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CENTRAL JOWA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to Financial Statements

June 30, 2004

(1) Summary of Significant Accounting Policies (continued)

D. Assets, Liabilities, and Fund Equity (continued)

Capital Assets — Capital assets, which include equipment, are reported in the governmental
activities column in the government-wide Statement of Net Assets. Capital assets are recorded at
historical cost. 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
CIETC as assets with initial individual costs in excess of $2,000 and an estimated useful life in
excess of one year. Capital assets are depreciated using the straight line method over the asset’s
estimated useful life.

Capital assets used by CIETC have been acquired using grant funds received from the state
through Towa Workforce Development who retains ownership and title of these assets and has
established written polices regarding asset acquisition, use, management, and disposition.
CIETC must follow these established policies.

Due from Other Governments — Due from other governments represents amounts due from the
federal and state governments.

Due to Other Governments — Due to other governments represents grant funds overdrawn and
repayable to the grantor agency.

Compensated Absences — CIETC employees accumulate a limited amount of earned but unused
vacation hours for subsequent use or for payment upon termination or retirement. Earned but
unused vacation hours must be used, as determined by the Chief Executive Officer, when a state
or federal agency reduces or terminates a funding source. A liability is recorded when incurred
in the government-wide financial statements. A liability for these amounts is reported in
governmental fund financial statements only for employees that have resigned or retired. The
compensated absences liability has been computed based on rates of pay in effect at June 30,
2004. The compensated absence liability attributable to the governmental activities will be paid
primarily from future funding sources including the General and Special Revenue Funds, similar
to previous compensated absences liabilities.

Fund Equity — In the governmental fund financial statements, reservations of fund balance are
reported for amounts that are legally restricted by outside parties for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change.

21



CENTRAL JOWA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to Financial Statements

June 30, 2004

(1) Summary of Significant Accounting Policies (continued)

E. Budgets

CIETC establishes an annual budget for management purposes. Budgetary reviews are
conducted regularly by CIETC’s Board of Directors and executive management.

(2) Cash
CIETC’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 Iowa. This chapter
provides for additional assessments against the depositories to insure there will be no loss of public
funds.

(3) Due From and Due to Other Funds

The detail of interfund receivables and payables at June 30, 2004 was as follows:

Receivable Fund Payable Fund Amount
General Special Revenue $ 91,687
General Fiduciary 44171

Total $135,858

(4) Capital Assets
Capital asset activity for the year ended June 30, 2004 was as follows:

Governmental activities:

Equipment
Balance beginning of year $283.414
Increases 19,792
Balance end of year 303,206
Less: accumulated depreciation (262,280)
Governmental activities capital assets, net $ 40,926
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CENTRAL TOWA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to Financial Statements

June 30, 2004

(4) Capital Assets (continued)

Depreciation expense was charged to the following functions:

Training $ 880
Administrative 7,732
Other programs 49

Total depreciation, governmental activities $ 8,661

(5) Changes in Long-Term Liabilities

Changes in long-term liabilities, which are comprised of compensated absences payable, as of June
30, 2004 were as follows:

Balance at June 30, 2003 $ 140,622
Increases 129,252
Decreases (139,830)
Balance at June 30, 2004 $130.044

(6) Pension and Retirement Benefits

CIETC contributes to the lowa Public Employees Retirement System (IPERS) which is a cost-
sharing multiple-employer defined benefit pension plan administered 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 50306-9117.

Plan members are required to contribute 3.70% of their annual covered salary and CIETC is required
to contribute 5.75% of annual covered payroll. Contribution requirements are established by state
statute. CIETC’s contribution to IPERS for the year ended June 30, 2004 was $138,945, equal to the

required contribution for the year.
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CENTRAL JOWA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to Financial Statements

June 30, 2004

(7) Leasing Arrangements

CIETC has various agreements to lease office space and storage under monthly and annually
renewable operating leases. Rent expense for the year ended June 30, 2004 was $212,591.

There were no future minimum lease commitments under non-cancelable operating leases as of June
30, 2004.

Subsequent to June 30, 2004, CIETC relocated its main offices to a new facility which contains the
Region 11 One-Stop Workforce Center which is operated by Towa Workforce Development (TWD),
one of CIETC’s major funding providers. No formal lease has been signed. Lease provisions are
expected to be similar to the lease at CIETC’s previous location, which was also operated by IWD.

(8) Related Party Transactions

A member of the Board of Directors is also the Chief Executive Officer for a non-profit organization
that received funding from CIETC in the amount of $22,732 during the fiscal year ended June 30,
2004.

Another member of the Board of Directors received $6,000 during the fiscal year ended June 30,
2004 for providing consulting services to CIETC.

CIETC paid $19,620 in consulting fees to a relative of management during the fiscal year ended
June 30, 2004.

CIETC uses an insurance agent who is a relative of a member of the Board of Directors to arrange
insurance coverage.

(9) Economic Dependency — Major Funding Sources

CIETC receives a majority of its funding based on federal Congressional appropriations, either
granted directly to CIETC through the federal Department of Labor or passed indirectly through the
State of Towa from Towa Workforce Development and the Towa Department of Human Services.
During the year ended June 30, 2004, CIETC received 98% of its total funding from these two
sources.
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CENTRAL TOWA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to Financial Statements

June 30, 2004

(10) Accounting Changes and Restatements

Governmental Accounting Standard Board (GASB) Interpretation No. 6, Recognition and
Measurement of Certain Liabilities and Expenditures in Governmental Fund Financial Statements
was implemented during the year ended June 30, 2004. The interpretation modifies when
compensated absence liabilities are recorded under the modified accrual basis of accounting.

Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial Statements -
and Management’s Discussion and Analysis — for State and Local Governments; Statement No. 37,
Basic Financial Statements — and Management’s Discussion and Analysis — for State and Local
Governments; Omnibus; and Statement No. 38, Certain Financial Statement Note Disclosures were
implemented during the year ended June 30, 2004. The statements create new basic financial
statements for reporting CIETC’s financial activities. The financial statements now include
government-wide financial statements prepared on an accrual basis of accounting and fund financial
statements which present information for individual major funds rather than by fund type. Non-
major funds are presented in total in one column.

The beginning net asset amount for governmental activities has been restated to include capital
assets and long-term liabilities at July 1, 2003 caused by the conversion to the accrual basis of
accounting as follows:

Net assets June 30, 2003, as previously reported $ 222,874
GASB Interpretation 6 adjustments (140,622)

Net assets July 1, 2003 as restated for govermmental funds 82,252

GASB 34 adjustments:

Capital assets - net 17,905
Net assets, July 1, 2003, as restated $.100,157
(11) Grant Awards

CIETC was awarded two grants, totaling $30,000, in the fiscal year ended June 30, 2004 for which
no transactions have been recognized in the financial statements since CIETC has not incurred any
reimbursable costs under the grant agreements.
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CENTRAL JOWA EMPLOYMENT AND TRAINING CONSORTIUM
Notes to Financial Statements

June 30, 2004

(12) Risk Management

CIETC is exposed to various risks of loss related to torts; theft, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. These risks are covered by the
purchase of commercial insurance. CIETC assumes liability for any deductibles and claims in
excess of coverage limitations. Settled claims from these risks have not exceeded commercial
insurance coverage in any of the past three fiscal years.
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Central lowa Employment and Training Consortium

Combining Balance Sheet
Nonmajor Special Revenue Funds

June 30, 2004

State

New

New lowan State

National Workforce Employment Center - Migrant Disability DHS
Emergency Investment Act Opportunities Seasonal Fanm  Navigation Refugee
Grants Setaside Fund Worker Grant _ Program __ Services Total
Assets
Cash $ - % 13,268 § - $ - % 3165 §% - $ 16433
Due from other funds - - - - - - -
Due from other governments 2,656 - 16,254 22,565 - 13,078 54,553
Miscellaneous other receivable 4,859 - - - - - 4,859
Total Assets 3 7515 § 13,268 § 16,254 § 22565 $ 3,165 $ 13078 § 75845
Liabilities and Fund Equity

Liabilities:

Accounts payable $ 2305 % 9038 § - % 400 $ - % 3739 § 15482
Salaries and benefits payable 3,274 1,082 1,775 944 - 240 7,315
Due to other governments - 3,148 - - 3,165 - 6,313
Due to other funds 1,936 - 14,479 21,221 - 6,338 43,974
Total Liabilities 7,515 13,268 16,254 22,565 3,165 10,317 73,084
Fund Equity:

Reserved - - - - - 2,761 2,761
Unreserved-designated - - - - - - -
Unreserved-undesignated - - - - - - -
Total Fund Equity - - - - - 2,761 2,761
Total Liabilities and Fund Equity § 7515 % 13,268 § 16,254 § 22565 § 3165 $ 13078 § 75845

See accompanying independent auditors' report.



Revenues:

Federal

State

Local

Other program revenue
Private grants

Total Revenues

Expenditures:
Administration
Training
Support

Other programs

Total Expenditures

Excess of revenues over expenditures

Fund balances beginning of year

Fund balances end of year

Central lowa Employment and Training Consortium

Combining Schedule of Revenues, Expenditures, and
Changes in Fund Balances
Nonmajor Special Revenue Funds

Year ended June 30, 2004

State New New lowan State
National Workforce Employment Early Special Center - Migrant Disability = DHS
Emergency Investment Act Opportunities  Intervention Intervention Seasonal Farm  Navigation Refugee
Grants Setaside Fund Grants Grants Worker Grant  Program _ Services __ Total
$ 202656 % 206,352 - 3% 8,199 $ 14400 % 71,110 § - $ - $502,717
- - 108,614 - - - 26,835 13,077 148,526
202,656 206,352 108,614 8,199 14,400 71,110 26,835 13,077 651,243
19,114 11,912 10,311 - - 7,916 2,043 5,570 56,866
161,546 165,441 88,241 8,199 14,400 - 24792 4746 467,365
21,996 28,999 10,062 - - 63,194 - - 124,251
202,656 206,352 108,614 8,199 14,400 71,110 26,835 10,316 648,482
- - - - - - - 2,761 2,761
3 - § - - § - § - $ -3 - $2761 § 2,761

See accompanying independent auditors' report.
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Central lowa Employment and Training Consortium

Combining Schedule of Fiduciary Assets and Liabilities - Agency Fund

June 30, 2004

lowa Workforce Development Local Office

Local New 10%
Unemployment Disahled Veteran's Employment Workforce
PROMISE PROMISE Employment Insurance Unemployment Work Re-employment Food Veterans Employment  Opportunities Job Investmeant
JOBS  JOBS-Skills  Services Surtax Insurance Keys Services Stamp  Quireach Representative Fund Fair Act TOTAL
Agsets
Cash -3 -3 -8 3475 § - $ 69 % -8 - § -3 1124 § - $§8410 8 - § 13078
Miscellaneous other receivables 12,163 3,317 17,775 - 17,082 - 5,593 5,954 2,547 - 4,397 - 3,000 71,828
Total Assets $ 12163 $ 33r $ 17775 § 3475 § 17082 $ 69 §$ 5593 $5954 § 2547 § 1124 § 4397 $ 8410 § 3000 $ 843908
Liabilities

Accounts payable $ 3174 B 205 $ 11,208 5 1902 5 9851 §& 69 § 9556 51330 § 699 § - 8 - § - § - § 29383
Due to other goverments - - 30 1,673 - - - - - 1124 205 8410 - 11,342
Due to other funds 8,989 3,112 6,537 - 7,231 - 4,638 4,624 1.848 - 4192 - 3,000 44,171
Total Liabilities $ 12163 $ 337 8 17775 § 3475 5 17082 $ 69 % 5593 55954 5 2547 § 1124 § 4397 $ 8410 3000 $ 84906

See accompanying independent auditors' report.
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Assetls and Liabilities
Balances beginning of year

Additions:
Federal and state funds
Program Income
Miacsallaneous

Total additions

Deductiona-agency remitiances

Balances end of year

Central lowa Employment and Training Congortium
Combining Schedule of Changea in Fiduciary Asseta and Liabilities - Agency Funds

Year ended June 30, 2004

lowa Workforce Development Local Office

Local New 10%
Unemployment Disabled Veteran's Read Act- Employment Workforce
PROMISE PROMISE Employment Inswance Unemployment Work Rg-employment Food Veterans Employment Small Opportunities Job  Investment
JOBS JOBS-Skillls  Services Surtax Insurance Kays Services Stamp Ohwrtreach Representative Cfflce Fund Falr Act TOTAL
$ 33525 % - % 10,058 § 4,750 § 5387 § - % 5084 51,188 5 1,932 % 1,552 § 3,809 $ 3,822 % 5012 § - % 81,219
59,883 3,317 104,275 37427 104,582 - 17,093 B,758 11,587 4,379 - 28,897 - 3,000 380,578
- - - - - - - - - - - 204 31,025 - 31,229
- - 30 - - B9 - - - - - - - - B9
58,883 3,317 104,305 37427 104,582 B9 17,083 B,758 11,587 4,379 27101 31,025 3,000 412,308
{81,025) - {96,588) (38.702) (82,887) - (16,584) (3.882) (10,972) (4.807) (3,898) {31,526) (27.627) - (408.619)
$ 12163 § 3317 § 17775 § 3475 § 17082 § 69 § 55083 §5954 § 2547 $ 1124 § - $ 4307 $ 8410 § 3000 $ 84906

See accompanying independent suditors' report.
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Central lowa Employment and Training Consortium

Schedule of Revenues by Source and Expenditures by Function
All Governmental Funds

For the Year Ended June 30, 2004

Modified Accrual
Basis
2004
Revenues:
Intergovernmental
Federal $ 5,415,286
State 148,526
Local 14,752
Private 35,000
Other 32,529
Total $ 5,646,093
Expenditures:
Training $ 4,286,611
Support 369,501
Administrative 838,284
Other programs 211,736
Total $ 5,706,132

See accompanying independent auditors' report.
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CENTRAL IOWA EMPLOYMENT AND TRAINING CONSORTIUM
Schedule of Expenditures of Federal Awards

Year ended June 30, 2004

CFDA Pass-through  Federal
Grantor/program number number expenditures
Direct:
U.S. Department of Labor
Employment and Training Administration Pilots,
Demonstrations, and Research Projects 17.261 $ 1,179,799
Workforce Investment Act — Dislocated Workers 17.260 941,973
Pass-through:
U.S. Department of Labor — passed through Iowa
Workforce Development:
Workforce Investment Act:
Adult Training Program 17.258 1-W-11-FR-0 309,284
Youth Training Program (1) 17.259 1-W-11-FR-0 502,402
Dislocated Workers 17.260 1-W-11-FR-0 834,189
Unemployment Insurance 17.225 1-W-11-FR-0 104,582
Labor Management Cooperation 34.002 1-W-11-FR-0 17,093
Employment Services - Wagner Peyser 17.207 1-W-11-FR-0 175,385
Disabled Veterans’ Qutreach Program 17.801 1-W-11-FR-0 11,587
Local Veterans® Employment Representative Program 17.804 1-W-11-FR-0 4,379
Total U.S. Department of Labor 4,080,673
U.S. Department of Agriculture — passed through Iowa
Workforce Development — Administrative
Matching Grants for Food Stamp Program 10.561 1-W-11-FR-0 8,758
U.S. Department of Health and Human Services — passed
through Iowa Workforce Development —
Temporary Assistance for Needy Families 93.558 1-W-11-FR-0 1,639,507
Total Federal Expenditures $.5,728,938

(1) The Youth Training Program includes $286,467 which is passed through to Iowa Comprehensive
Human Services.

See accompanying independent auditors’ report and note to schedule of expenditures of federal awards.
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CENTRAL IOWA EMPLOYMENT AND TRAINING CONSORTIUM
Note to Schedule of Expenditures of Federal Awards

June 30, 2004

Note 1 — Basis of Presentation

The purpose of the schedule of expenditures of federal awards (the Schedule) is to present a
summary of those activities of Central lowa Employment and Training Consortium (CIETC)
for the year ended June 30, 2004, which have been financed by the United States government.
For purposes of the Schedule, federal financial assistance includes all federal assistance entered
into directly between CIETC and the federal government and sub-awards from nonfederal
organizations made under federally sponsored agreements. Because the Schedule presents only
a selected portion of the activities of CIETC, it is not intended to and does not present the
financial position, revenue, expenses, and changes in fund balances of CIETC.

Deductions or expenditures for direct costs are recognized as incurred using the accrual method
of accounting and the cost accounting principles contained in the /.S, Office of Management
and Budget Circular A-122, Cost Principles for Nonprofit Organizations. Under those cost
principles, certain types of expenditures are not allowable or are limited as to reimbursement.
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FALLER & KINCHELOE, PP.C.

Certified Public Accountants

Independent Auditors’ Report on Compliance and on Internal Control
over Financial Reporting Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

To the Board of Directors
Central lowa Employment and Training Consortium

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Central lowa Employment and Training Consortium
(CIETC), as of and for the year ended June 30, 2004, which collectively comprise CIETC’s basic
financial statements and have issued our report thereon dated October 20, 2004. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America;
Chapter 11 of the Code of Iowa; and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether CIETC’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grants, noncompliance with which could have a direct and material effect
on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit and. accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance that are required to be
reported under Government Auditing Standards.

Internal Control over Financial Reporting

In planning and performing our audit, we considered CIETC’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinions
on the financial statements and not to provide assurance on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control over financial reporting 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 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
functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider to be material weaknesses.

This report is intended solely for the information and use of the board of directors, CIETC’s
management, and all applicable federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

Tutloe X fouhaat P C.

October 20, 2004 35
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FALLER & KINCHELOE, PP.C.

Certified Public Accountants

Independent Auditors’ Report on Compliance With
Requirements Applicable to each Major Program and on Internal
Control over Compliance in Accordance with OMB Circular A-133

To the Board of Directors
Central Jowa Employment and Training Consortium

Compliance

We have audited the compliance of Central lowa Employment and Training Consortium (CIETC)
with the types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that are applicable to each of its major federal
programs for the year ended June 30, 2004. CIETC’s major federal programs are identified in the
summary of auditors’ results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its
major federal programs is the responsibility of CIETC’s management. Our responsibility is to
express an opinion on CIETC’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; Chapter 11 of the Code of Iowa; the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit
to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about CIETC’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does
not provide a legal determination on CIETC’s compliance with those requirements.

In our opinion, CIETC 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,

Internal Control over Compliance

The management of CIETC 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 CIETC’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 control over compliance in accordance with OMB
Circular A-133.

Joel C. Faller, CPA ® Alan Kincheloe, CPA

2721 SW 30th Street Des Maines, lowa 50321-1409
(515) 362-5672 CPA@FallerKincheloe.com FAX (515) 362-5674




Board of Directors
Central Jowa Employment and Training Consortium

Our consideration of the internal control over compliance would not necessarily disclose all matters
in the internal 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 noncompliance with applicable requirements of laws, 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.

This report is intended solely for the information and use of the board of directors, CIETC’s
management, and all applicable federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

Jetpr D Aoritilor P E

October 20, 2004
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CENTRAL IOWA EMPLOYMENT AND TRAINING CONSORTIUM
Schedule of Findings and Questioned Costs

Year ended June 30, 2004

Summary of Auditors’ Results

(a)
(®)

(©
(@

(e)
)

(8)

(h)
®

The type of reports issued on the financial statements: Unqualified epinions

Reportable conditions in internal control over financial reporting were disclosed by the
audit of the financial statements: None reported

Material weaknesses: No

Noncompliance which is material to the financial statements: Neo

Reportable conditions in internal control over major programs: No

Material weaknesses: No

The type of report issued on compliance for major programs: Unqualified opinion

Any audit findings which are required to be reported under Section 510(a) of OMB
Circular A-133: No

Major programs:
CFDA # 17.258 — WIA Adult Program
CFDA # 17.259 — WIA Youth Activities
CFDA # 17.260 — WIA Dislocated Workers
CFDA # 93.558 — Temporary Assistance for Needy Families

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

Auditee qualified as a low-risk auditee under Section 530 of OMB Circular A-133: Yes

Findings Relating to the Financial Statements Reported in Accordance with Government
Auditing Standards

None.

Findings and Questioned Costs Relating to Federal Awards

None.
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