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INDEPENDENT AUDITORS' REPGRT

To the OFicials of Clay County:

We have audited the accompanying financial statements of the govemmental activities, each
major fund, and the aggregate remaining fund information of Clay County, lowa, as of and for the
year ended June 30, 2005, which collectively comprise the County's basic fimancial statements
listed on the table of contents. These financial statements are the responsibility of Clay County’s
rmariagement. Our responsibility is to express opinions on these financial statemenis based on
cur audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Compiroller General of the United States, Those standards require that we plan and perform
the audit to oblain reasonable assurance about whether the financial statements are free of
material misstaternent. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, An audit also includes assessing the
accounling principles used and significant estimates made by management, as well as evaluating
the averall financial statement presentation. Ve believe our audit provides a reasanable basis far
our epinions.

In our opinion, the financial statements referred 1o above present fairly, in all matertal respects,
the respective financial position of the governmental activities, each major fund, and the
aggragate remaining fund information of Clay County at June 30, 2005 and the respective
tharges in financial position for the year then ended in conformity with U, 2. generally accepted
accaunting principles.

In accordance with Government Auditing Standards, we have also issued our report datad
January 11, 2008 on our consideraticn of Clay County’s intemnal control over financial reporting
and Gur tesis of its compliance wilh certain provisions of laws, requlations, contracts, and grant
agreements and ofther matters. The purpose of that report is to describe the scope of our testing
of internal contlrol aver financial reporting and compliance and the results of that tesfing and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral pait of an audit performed in accordance with Government Auditing Standards and
should be cansidered in assessing the results of our audit.

2
Member Privale Companies Practice Seclion,
American Inatiute of Caritisd Public Accountants



Manzgerment's Discussion and Analysis and budgetary comparison information on pages 4
through 11 and 35 through 38 are nat required parts of the basic financial statements, but are
supplementary information required by the Governmental Accounting Standards Board. We have
applied cartain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of lhe required supplementary
information. WWe did not audit the information and express no opinion on it

Our audit was performed for the purpose of forming opinions on the finandal statements that
colleclively camprise Clay County's basic financial statements. We previcusly audited, in
accaordance with the standards referred to in the second paragraph of this repert, the financial
statements for the three years ended June 30, 2004 (which are not presented herein) and
expressed unqualified opinions on the financial statements for the years ended June 30, 2003
and 2004 and a qualified opinion on the financial statements for the year ended June 30, 2002 far
lhe omission of the slatement of general fixed assets and the omissicen of the materials and
supplies inventory from the Special Revenue Funds. Cther supplementary infarmation included
in Schedules 1 through 8, including the accempanying Schedule of Expenditures of Federal
Awards required by U.S. Office of Management and Budget (OMB) 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. Such information has been
subjected to the auditing procedures applied in our audit of the basic financial slatements and, in
our apinion, is fairly stated in all material respects in relation to the basic financial statements

\(M\ﬂn )&INH &; e

January 11, 2006



MANAGEMENT'S DISCUSSION AND ANALYSIS

Clay County provides this Management's Discussicn and Analysis of its financial staterments.
Thig narrative overview and analysis of the financial activities is for the fiscal yaar ended
June 30, 2005, We encourage readers to consider this information in conjunction with the
County's financial statements which follow and hope that this section will assist you in
understanding the evenis that significantly affected the financial position of Clay Caunty as a
whole.

2005 FINANCIAL HIGHLIGHTS

= Revenues of the County's governmental activities increased 14.7 %, or $1,649,142 from
fiscal 2004 to fiscal 2005, Property tax increased $80,303, charges for service increased
$15,502, cperating grants, contributions and restricted inlerest decreased $56,029, and
capital grants, eontributions and restricted interest increased $1,280,415.

« Program expenses were 13.2% greater in fiscal 2005 than in fiscal 2004. Mental health,
Administration, and Intarest on long tenm debt decreased while expenses in areas of Public
safety, Physical health, County environment, Roads and ransportation, Governrmental
services, and Mon-program increased creating a nel increase of §1,140,344.

= The County's net assets increased $3,076,657 from June 30, 2004 to June 30, 2005. This
is largely due to capital grants in the area of Reads and Transportation,

USING THIS ANNUAL REFORT
The annual report consists of a zeries of financial statements and other information as follows:

Management's Discussion and Analysis inlroduces lhe basic financial statements and provides
an analytical overview of the County's financial activities.

The Government-wide Financial Siatements consist of a Statement of Net Assefs and a
Statement of Activilies. These provide information about the activities of Clay County as a
whole and present an overall view of the County's finances.

The Fund Financial Statements tell how governmenial servicas were financed in the short term
as well as what remains for future spending. Fund financial statements report Clay County's
aperations in more detail than the government-wide statements by providing infarmation aboub
the most significant funds. The remaining statements provide financial information about
activities for which Ciay County acts solely as an agent or custodian for the benefit of those
outside of County government {Agency Funds).

Motes to financial statements provide addifional informalion 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 & comparison of the County's budget for the year.

QOther Supplermentary [nformation provides detailed information about the non-majar Special
Revenue and the individual Agency Funds.



REPORTING THE COUNTY'S FINANCIAL 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 Slatement of Activities reporl Infarmation which helps answer this question. These
staternenls include all assels and liabilities using the accrual basis of accaunting 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 info
account, regardless of when cash is received ¢r 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 indicater of whether the financial position of the
County is improving or deterioraling.

The Statament of Activities presents information shiowing how the County's net assets changed
during the most recent fiscal year. All changes in net assets are reparted as saon as the
change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses
are reporfed in this statement for some items that will not result in cash flgws until future fiscal
periods.

The County's govemmental activities are presented in the Statement of Net Assets and the
Statement of Activilies. Governmental activities include public safety and legal services,
physical health and social services, mental health, county environment and education, reads
and transportafion, govemmental services to rasidents, administration, Interest on long-term
debl and non-program activiies. Property tax and state and federal grants finance mosi of
these activities.

Fund Financial Stafements
The County has two kinds of funds:

1. Governmantal 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. The govemmental funds include: {a) the General Fund, {b) the Special
Revenue Funds, such as Mental Health, Rural Services and Secondary Roads, (¢) the Debt
Service Fund, and (d) 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 oiher 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 infermation helps determine whether there are mare or fewer
financial resources that can be spent in the near future te finance the County's programs.

The required financial statements for govemmantal 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 a trust cr agency capacity for athers which
cannot be used to support the County's own programs. Thesa fiduciary funds include
Agency Funds that accaunt for schools, emergency management services and the County
Assessor, o name a few.



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

and liabilities.

Reconciliations between the governmant-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. Clay
County's comkined net assets for FY2005 totaled $13,126,5%1 compared to $10,049,940 for
FY2004, The analysis that follows focuses on the changes in the net assets for governmental

aclivities.

Net Assets of Governmental Activities

Current and other assefS ... vrevrcrr e e e
Capifal agsets ...
Total assets

Long-term debt outstanding .........cc...occorieeicennr e e
Other iabilities ..o
Total lizbilitias

Met assefs:

Invested in capital assets - net of related debt ......................

Restricted for:
Supplemental I2Vy ...
Mental Hegith purposes ....
Secondary road purpeses ...
Debt service .ovivicicieeees
Other purpnses ...

UnTestitted e e e e

Total net assets

June 30, 2004 to $2,244,072 at the end of this year.

June 30,

200 2004
$11,396,135 $10,159,539
7,832 146 5 675,650
19,228,281 15,835,183
560,569 677,073
5541121 5,108,176
6,101,680 5,785,249
7,396,850 5,130,649
125,350 70,364
102,412 190,085
2.971,252 2,497 860
134,652 161,285
162,003 218,420
2244 072 1,781,297

§13,126.501  $10,049,840

The largest portion of the County's net assets is the invested in capital assets {£.9., land,
infrastructure, buildings and equipment) less the related debt. The debt related to the
investment in capital assets is liquidated with sources other than capifal assats. Restricted net
assels represent resources that are subject to external restrictions, constitutional provisions or
enabling legislation on how they can be used. Unrestricted net assets - tha part of net assets
Lhat can be used to finance day-fo-day operaticns without censtraints established by debf
covenants, enabling legislation or other legal requirements - increased from $1,781,297 at

This increase of $482,775 in unrestricted net assets was primarily a result of increases in locat
oplion sales tax funds, grants and contributions not restricted to specific purpose, and

unrestricted investment earnings.



Changes in Net Assets of Clay County Governmental Type Acfivilies

June 30,
2005 £004
Program revernues.
Charges far 5ervice ... e s $ 473604 F abgi02
Operating grants, confributions, and resftricted interest ......... 2,513,606 2,569,635
Capital grants, contributions, and restricted interest ............. 2,303,067 1,012,652
General revenues:
Property tax:
General PUIPOSES ... e 4 448 352 4,600,870
Crebt service 160,897 88,682
Penalty and interast on property tax .o 27013 28,494
State fax credits oo 767,454 773,823
Local option SalESax e e 673,887 617,508
Grants and confributions not restricted to specific purpose ... 945,849 858,547
Unrestricted Investment eamings ..o 129,021 48,240
Loss on disposition of capital assets ... 6,940 (19,167}
MISCEIENEOUS ...t r s e e s s ra e 408,648 172,710
Total revenues and special item 12859338 11,210,196
F'TOQFEITI SXApPENSses:
Puklic safety and legal service ... ieenciieci e 1,815,307 1,707,602
Physical health and social senvices ... 382,948 344 561
Mental Realth .....cc.cccvvieiire v rer e e v s e v s rr e erean 1,400,963 1,421,131
County environment and education ..........cccoecieeiiiee s 903,935 820,332
Roads and ranspaortation _............... 3,486,738 2,650,454
Governmenial services to residents .. 355,249 346,177
AdminIStration ... e e 1,252,381 1,285,968
Non-pragram ............... 158,366 33,113
Interest on long-term debf ... 25,800 33,005
Tofal expenses 8,782 687 8,642,343
Change in net assets 3,075,651 2 567,853
Mat assets - beginning of year ..o 10,049,940 7,482 087

tet assets - end of year

(For illustrative purposes)

$13.126.501  $10,049.940

Ravanuas by Source

L
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Clay County's net assets of governmental activities increased by $3,076,651 during the year.
Revenues for governmental aclivities increased by $1,649,142 aver the prior year, with property
tax revenue down from the prior year by $80,303 ar 1.7 percent.

The County increased property tax rates for fiscal year 2005 by an average of 7.6 percent. Due
to reduced assessad valuation, this increase resulted In approximately the same property tax
revenue as in 2004. Based on a further reduction in the total assessed valuation, property tax
revenue i3 budgeted to stay constant for fiscal year 2006 based oh an anticipated tax rate
increase of $0.76 per 1000 of valuation in the next year.

The cost of all governmental activities this year was $9,782,687 cornpared to $8,642,243 last
year. However, as shown in the Statement of Activities on page 13, the amount taxpayers
ultimately financed for these activities was only $4,492 410 because some of the cost was paid
by those directly benefited from the programs ($473,604) or by other governments and
organizations that substdized cerfain prograrms with grants and contributions ($4,816,673).
Overall, the Caunty's governmental program revenues, including intergovernmental aid and fees
for services, increased in 2005 from $4,040,389 to $5,280,277 principally due o capital assels
contributed by the lowa Department of Transpartation. The County paid far the remaining
“public benefl" portion of governmental activities with $7,568,061 In taxes {some of which cauld
anly be used for certain programs) and other revenues, such as interest and general
entitlements.

INDIVIDUAL MAJOR FUND ANALYSIS

As Clay County compleled the year, its gavernmental funds reported a combined fund balance
of $5,319,210, an increase of $334,848 above last year's total of $4,984,362. The increase in
fund balance is primarily attributable to Secondary Road funds for bridge replacement and the
receipt of Local option sales tax. The follewing are the major reasons for the changes in fund
balanees of the major funds from the prior year:

« General Fund revenues and expenditures both increased slightly compared to the prior
year. The ending fund balance showed a modest increase of $58,597 from the prior year to
§747,267.

*« The County has continued tc look for ways to effectively manage the cost of mental health
services. For the year, expenditures totaled $1,400,863, a decrease of 1.4% from the prior
year. The Mental Health Fund balance at year end decreased by $87,430 over the prior

year.

-« Sacondary Roads Fund expenditures increased by $SB836,284 aver the prior year. This
increase in expenditures was offset by an increase in intergovernmental revenue resulting in
a modest increase in the Secondary Roads Fund ending balance of $3,237.



BUDGETARY HIGHLIGHTS

Gwver the course of the year, Clay County amended its budget two (2) times. The first
amendment was made in January 25, 2005 and resulted in an increase in budgated
disbursements of $2,132,596 related to public safety court ordered juvenile detention services,
physical hoaith Well Water Grant spending, government services increased for the Recorder's
E-Commerce Management; spending power moved from county environment to capital projects
for secondary road bridges, conservation park construction and computer upgrade expense;
and nonprogram current increased to reflect the Event Center pass thru loans. This
amendment also reflected the increase in revenues totaling $2,055,596 so that the net budget
amendment resulted in a loss of ending fund balance equal tn $77,000.

The second amendmenl was made on May 24, 2005. This amendment increazed the budgeted
disbursements by $293,195 to furnish new law enforcement school resource officer supplies,
group foster care, increased chranic mentzal illness and mental retardation expense, increased
voter registration and special election costs, administration expenditures for puklication costs
and building repairs, and start-up costs for the sourhouse restoration project.  This amendment
also reflected an increase in revenusas equaling $266,023 resulting In a net loss of ending fund
halances of $27,172.

Even with these amendments, the County exceeded the budgeted amounts in the Nonprogram
and Debt Service functions by $6B,875 for the year ended June 30, 2005,

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2005, Clay County had $7,832,146 invested in a broad range of capital assets,
including public safety equipment, buildings, park facilities, roads and bridges. This is a net

increase (including additions and deletions) of $2,156,436 or 38 percent over last year.

Capital Assats of Governmental Activities at Year End

June 3D,
2005 2004

Land e e st § 65215 § 65215
Construction in progress .......... 770,735
Euildings and improvements .........c.coeiemnncences beeemeemar i 2,178,197 2,252 964
Equipment and vehicles ... e 1,828,905 2,028,614
Infrastructure e 2,688,004 1.328 857

Total § 7,832,146 § 5,675,650

The County had depreciation expense of $464,616 in FY05 and total accumulated depreclation
of $5,279,120 at June 30, 2005,

The County's amended fiscal year 2005 capital budget included $2,907 440 for capital projects,
principally for road and bridge repair and Courthouse restoration. More detailed information
about the County's capital assets is pregented in Note 4 to the financial staterments.



Long-Term Debt

At June 30, 2005, Clay County had approximately $560,562 in general obligation bends and
other debt outstanding compared to $877 073 at June 30, 2004, as shown below,

Qutstanding Debt of Govermmental Activities at Year End

June 30,
2005 2004
General obligation Notes ... $ 435296 § 545001
Fural Community 2000 Program loan 16,273 32,072
Compensated @bSENCES ... .o e 108,000 100,000
Total §_560569 § 677,073

Debt decreased as a result of notes refired exceeding notes issued.

The Consfitution of the State of lowa limits tha amguint of general obligation debt counties can
issue to 5 percent of the assessed value of all faxable property within the County's corporate
limits. Clay County's outstanding general abligation debt is significantly below its constitutional
debt limit of $35 million. Other obligalfons include accrued vacation pay and sick ieave.
Additional information about the County's long-term debt is presented in Note € to the financial
statements.

ECONOMIC FACTORS AND NEXT YEAR'S BUIDGETS AND RATES

Clay County's elected and appointed officials and cilizens considered many factors when setting
the fiscal year 2006 budget, tax rates, and the fees that will be charged for varicus County
activities. One of those factors is the economy. Unemploymaeant in the Clay Caunty now stands
at 4.2 percent versus 3.3 percent a year ago. This compares with the Stafe's unemployment
rate of 4.5 percent and the national rate of 5.1 percent.

Inflation in the State continues to be somewhat lower than the nalional Consumer Price Index
incraase. The State’s CPl increase was 2.9 percent for fizcal year 2005 compared with the
national rate of 4.1 percent. Inflation has been modest here due in part to the slowing of the
rasidential housing market and considering increases in energy prices in 2004-2005. The
county's population growth has declined 1.2 percent from 1380 to 2000 in comparison to an
increase of 5.4 percent in the State of [owa.

These indicators were taken Into account when adopting the budget for fiscal year 2006.
Amounts available for appropriation in the operating budget are $10.9 million, a decrease of 13
percent from the final 2005 budget. Decreased State funding in several of our current programs
iz expected to cause the decrease. Budgeted disbursements are expected to decrease by
approximately $224,000. A reduction in capital projects related ta the restoration of the Clay
County Courthouse represents the largest decrease.,

If these estimates are realized, the County's budgetary cash operating balance |5 expected ta
decrease by $540,000 by the close of 2008,

10



CONTACTING THE COUNTY'S FINANCIAL MANAGEMENT

This financial report is designed ko provide our citizens, taxpayers, customers, and creditors with
a general overview of Clay Counlty'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
informaticn, contact the Clay County Auditor's Office, 300 W, 4th 5L, Spencer, lowa. The
county's financial statements can also be found on our website www.co.clay.ia.us .

11



CLAY COUNTY
STATEMENT OF MET ASSETS
JUNE 30, 2005

Govermmental
Activities
ABSETS3
Cash and poaled iINVeSIMENES ..o e vrervernse s omernmns B 4,606,615
Recaivabiles:

Property tax:
DIEINIUEITE ...ttt sttt b ceeecmeeste s srevs arsaes sm s et s e e s £ et e tammens ms s sem s ammsemre o 61,115
Succaeding year .. - 4,949,000
Accounis . . 50,031
Accrued |nterest ......... 10,986
Drainage assessments ..... 1,058
Due from othar gowarnmants ..., 1,078.058
Inventories .. 603,885
Prepaid i msurance . 25,377
Capital assets - net of accumulated depreclauon b E 1t cemes e e e s seeme e e s e s emmere s £ e Ren semem et s emn e e 7.832,145

TOTAL ASSETS 19,228 281

LIABILITIES
Accounts payable .. LR REL L LI ot emms e e s tme et e £ e e s e e e e e e emepe e s 827,742
Salaries and benef‘ts pag.rable 48,000
Due [ ather gavernments ., 16,379
Deferred revenue:
Succeeding YEar PrOPEMY LA ..o eoeeece st s iamriart e L1 e eeemceeee e seemsemmae st e s emmet e een emeee emee 4,949 000
Long-term liabilities:
Partiont due ar payable within one year:
General obligation notes . 151,955
Compensated absences . e 109,000
Rural Community 20410 prngram loan . 16,273
Portion due or payable efter one year:
General OblIgation NITES it e et e b bbb emrae e 283,341

TOTAL LIABILITIES 6,161

MET ASSETS
Invested in capital assets - net of ralated debl ... e et 7,386,850
Restricted for:
SUPPIEMENEE] |6V PUMIOSES uovuaemititiir e e e e et cecs e cecstacatees e s emere e e e oo e eeesenes e s e reeesacn 125,350
Mental health purposes ...... et e e e e e e 102,412
SECONBIY MBUS PUMPOSES ...urvecererrireiraserereceee et ebent st s bas s ceeesese e oeeesem ene et bemenmeeeeeoae s areemren 2,971,252
Deht service ... " 134,652
Other purposes . . 152,003
Unrastricted .. . 2,244 072

TOTAL NET ASSETS £13,136,591

See Motes to Financial Statemenls
12



FUNCTIONS/PROGRAMS:
Gowvernmental aclivities:

FPublic safety and legal services .................
Physical health and soal senvices |

Mental health ..

County enwronrnent and educatlon .

Roads and fransportation ..
Governmenial services to r&si en
Admindstration ...

Mon-program ..
Intaraet on rnng ban'n dabt

TOTAL

GENERAL REVENUES:

Property and ather Dount}' tax levied for:

General purposes ..

Debt service .
Penalty and mleresl nn prﬂpart_l.r tax
Slale tax credits |
Local aplion s;ules wx

Grants and conlributions not raslncted tD spec:ﬁc purpose
Unresiricted investreent eamings .............. -
Gain (loes) on dlspaalllnn of cap]tal assels

Miscellanecus .
TOTAL GEMERAL REVENUES

Change in net assels

CLAY COUNTY
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2005

Program Revenues

QOperaling Capital
Granis, Grants,
Cantributions  Contributions
and and
Charges for  Restricted Restricted
Expenzes Sorvice nierast Interast
% 1,845,307
382,948
1,400,963
903,935 5 28,607
3.486,738 17,117 $2,513,806 $2,303,087
355,249
1,252,581 426,880
158,366
26,800
£ 97R28R7 3473604  32513,506 §2,303057

Net assels - DBgIMNING OF YEAI - ..o carc s e et e s et e coem mans ee emems ses b sesa rens smas sm st st e eceomenmenn

NET ASSETS - END OF YEAR

See Motes 1o Firancial Stalements
13

Net [Expanse)
Revenue
and
Changes
in ket Aszols

$(1,815,307)
{382,348}
{1,400.363)
{874,328}
1,347,052
£355,249)
[825 501)
£158,366)

(28 600)

{4,482 410)

4,448,352
160,897
27,113
767,454
673,867
946,049
129,021




CLAY COUNTY

BALAMCE SHEET
GOVERNMENTAL FLINDS
JUNE 30, 2005
ASSETS
Special Revenua
Laeal
Menlal Rural Oplion Secondary
Ganeral Health Services Salas Tax Roads
Cash and pooled investments _........c..cooceoeeveeeeee.. $ G84,658 5245725 5 44017 31477406 $1.608.736
Receivables:
Property tax:
DelinQUENT L. e e sr st s e e e 58,540 524 1,123
Succeeding year . 3,065,000 373,000 1,214,000
Accounts . 46,803 1,722 3
Accrued interest ... 10,259
Drainage aaasbamsnts .-
Due from olher govemments . 49,402 2,756 104,560 921,340
Inventories ..., 603,895
Prepaid inSurantg ... 10,151 15,226
TOTAL ASSETS 32004843 3627071 81561809 H1,6B2 066 £2,230,195
LIABILITIES AND FLIMD BALANCES
LIABILITIES:
Accounts payable .......... 5 439N 5145589 % 924 $ 164944
Salaries and benefits payable 48,000
Due to alher governments 10,109 6,270
Deferred revenue:
Succeeding year property tax . 3,065,000 373,000 1,214,000
QOlher . 58 526 824 1,121 473,647
TDTAL LIABILITIES» 3177 548 525,683 1,216,045 686,591
FUND BALANCES:
Reserved for:
Supplemenial levyr pUrPDSeS i ccre e 126,380
Cebt service ..
LQSST Bonds ..
Crainage WaTANLS .......co.occeeeuenmemsres e e s e
Unreserved, reported in;
General fund ... B21.917
Special revenue funds:
Designated for specrﬂc purpose . ¥ 100,000
Undesignated .. [ 101,588 45,854 1,482,056 2,552,605
LCapltal projects fund s
TOTAL FUND BALANGES 747 267 101,588 45 854 1,582 056 2,552,605
TOTAL LIABILITIES AND FUND BALANCES $3924813 £R27.771 51781899 51682056 $2.230195

See Notes lo Financial Slatements
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MNonmajor
Gavemmental

Eunds Total
5455,034 % 4,606,615

628 61,115
297,000 4,949,000
5,503 60,031
727 10,986
1,058 1,058
1,078,058

503,885

25,377

760,900 §11.388.135

3172274 3 527742

48,000
16,379

207,000 4,948,000
1,686 535804
471,050 6,076,025
125,350

160,055 168,955
51,583 51,563
134,652 134,552
621,917

100,000

92,446 4,974,549
&7 HTE) {157,876)
289,540 5.319.210

S760,000  $11.396136

See Moles lo Financial Stalements
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CLAY COUNTY
RECOMCILIATION OF THE BALANCE SHEET -
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET ASSETS
JUNE 30, 2005

Total governmental fund balances (Page 15Y coovv e e et seeeee B 5,319,210
Amounts reporfed far governmental aclivilies in the statement of net assels are different because:

Capital assets used in governmenlal activities are not current financial resources and,
tharafora, are not reported in the funds, The cost of assets is $13,111,266 and the

accirmulated depreciation is 55,270, 120, ..o e icceree st s raetner et rm bt oottt e e e 7.832,146
Olher leng-term assets are not available to pay for current perlod expendilures and, therefore,

ara dafarred I e FUMOE. e et rar T L1 R ookt e s e e emeeee e e e e eeemene §35,804
Long-term liabilities, including notes payable and compensated ahsences payabla, are not due

and payable in the current pericd and, therefore, are not reported in the funds. ..., {560,569)
NET ASSETS OF GOVERNMENTAL ACTIVITIES (page 12) 813,126,591

See Moles 1o Financlal Statements
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CLAY COUNTY
STATEMENT OF REVENUES, EXFENDITURES AND
CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED JUME 39, 2005

Special Revenue

Lowcal
Mental Rural Oplion Secondary
Ganaral Health Sanvices Sales Tax Roags
REVENUES:
Property and othar County tax .. e 32,900,092 § 282521 51,170,583 & 673,887
Interest and penalty on pmperty tax 27,013
Intergovemmental .. 604,209 B0B,575 165,532 $2,988.1037
Licenses and permﬂs 4,508 2,035
Charges for service . 349032 1,950 1874
Use of money and properly ... 122,616 15,143
Fines, forfeitures and defaults 21,174
Missellantous . 13,438 121,437 3 39,707
TOTAL REVENUES 4,042 082 1,313,533 1,338,068 673,887 3,047,796
EXPENDITURES:
Operating:
Public safety and legal services ....................... 1,528,260 275,924
FPhysical health and secial servicae . 382,348
Menial heallh .. 1,400,863
County en\.llronmanl and edl.ncahon senu::es 473,489 204,132 31,000
Roads and lransporation .. 2,754,250
Giovemmental services lo residents 328,145
Administrabion ......coeeieevee e 1,122,851
Mon-program . 16,761
Debt senvice .. 38,936
Capital projec!s . 1,268,085
TOTAL EXPENDITURES 3852455 1400963 480,056 69,936 4.022,375
EXCESS {DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 189,627 87,430) 858,012 603,957 {974 579)
OTHER FINANCING S0OURCES {USES)
Sale of capilal aszels .. 6,940
Operating transfers in (out) (137.970) (858,940) (142,954} 977,616
Ganeral obligalion note |ssued
TOTAL GTHER. FINANCING SOURCES (USES} (131,030) (858 240 {142 954)] 977,816
MNET CHAMGE M FUND BALANCES 58,597 (87,430) (10,828) 460,997 3237
FUND BALANCES - BEGIMNNING OF YEAR ..o G&B,670 189,018 56,782 1,121,058 2,544 368
FUND BALANCES - END OF YEAR § 747267 $ 101,588 % 45854 81,582,056 $2.552.605

See Motes to Financial Stalemends
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Morrajor

Gavernmental

Eurds Total
§ 160,897 $ 5,287,080
27013
19,610 4,587 863
6,543
43,822 396,778
68,088 205,847
21,174
496 346 §70.931
788,763 11,204,129
7,704 1,811,888
382,948
1,400,963
90,072 798,693
2,754,280
23,987 352,133
1,122,831
431,605 448 366
221,807 260,543
400,461 1,668,546
1.175.438 11,001,221
386,673 202,908
6.940

172,048

126000  __ 125000
297018 131,940
{89,625) 334,848
A70.A55 # 984 362

§ 280640  § 5319710

Sea Motes fo Financial Statemanis



CLAY COUNTY
RECONCILIATION OF THE STATEMENT QF REVENLUES, EXFENDITURES AMD
CHAMGES IN FUNLD BALANCES -
GOVERNMENTAL FUNDS TO THE STATEMENT QOF ACTIVITIES
YEAR EMDED JUNE 30, 20035

Wet citange in fund balances - total governmental funds (pags 18} ... $ 334,848

Amounts reporied far governmenltal aclivilies in tha statament of aclivitiss
are different hecause:

Governmental funds report capital outlays as expendilures while governmental
activities report depreciation expense to allocate those expenditures over the
lifa of the assels. Capital oullay expendifures exceeded depreciation expense
in the curent year as follows:

Expenditures far capilal @ssels ... e
Capital assets gontributad by tha lowa Deparlment of Transpartation ...
Oepreacialitin BXPBNSE ..o ceeee e e e sm e

1,151,645
1,469 465
{464 616)

Because some revenues will not be collected for several months after the County's
yaar-end, thay ara not eansiderad available revenuas and ace defarred in the
governmental funds.

PTOPEMY LBX ooviiitieisiiniemrissrestesescarntesssnsenssssresassara simsaseres siesssmcsssnsn s eacrremmsssssas srans $ (4,844)
GIPANL PEVEIILIB ..oooeei et eeeee e eee e cemeeme e e be s smeesee s b seemmmme e be e e smnese s nnem s 473,647 4£8,803

Proceeds from issuing long-temn liahilities provide current financisl resqurees to
governmental funds, but issuing debt increases long-term liabilities in lhe
Statemenl of Met Assets. Repayment of long-term liabilities is an expenditure in
the governmenital funds, but the repayment reduces long-termn liabilities in the
Statemenl of Met Assets. Cument year 1ssues sxceeded repayments as follows:

=01« O O PSSV P (125,000)
T . O S 250,504 125,504

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

GOMPENSAIU GBSEMEES 11 vevesrmrerirsssrsrenesemesiesressronntsbises imseeass sresiesmr et s smessranssens {9,000)

CHAMNGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES (page 13) $3.076,651

See Motes lo Financial 5lalaments
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CLAY COUNTY
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUNDS
JUNE 30, 2005

ASSETS

Cash and pooled investments:
COUNEY TTERASUTEE ©eecvnveerveeresrscas esnsssnrs ssrn sacstest s eeemacssescnsssesssemmsssnnssnssemtestesnssmmssesensesesneommenenenes B 701,211
Olher County OffICIAIS cou i et e v e r e 1 0 e e e e eee e ene e a5,809
Property tax recelvable:
Delinquent .. "
Succeading y'ear 14,869,000
Due from other governmenls 35,974
Accrued interest . 181

34,460

TOTAL ASSETS 15.686,635

LIAEILITIES

Accounts payable ....................
Due lo alher governments .
TTUSTS PAYADIE et iccrie e et recrreerte s s ees et e s m et mna s se e emmebe e e e baen ertsae b e e s et £ 0t e eee e e

8,504
15,643,773
44 358

TOTAL LIABILITIES 15,696,635

NET ASSETS i 0

See Motes to Financlal Statemenis
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CLAY COUNTY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

SUMMARY CF SIGNIFICANT ACCOUNTING PCLICIES

Clay County is a political subdivision of the State of lowa and operates under the Home
Rule provisions of the Constitution of lowa. The County operates under the Board of
Supervisors form of gevernment, Elections are on a partisan basis. Other elected officials
operate independently with the Board of Supervisars. These officials are the Audilor,
Treasurer, Recorder, Sheriff, and Attorney. The County provides numeraus services to
citizens, including law enforcement, health and social services, parks and cultural
activities, planning and zoning, roadway construction and maintenance, and general
adminisirative services.

The County's financial statements are prepared in conformity with U.S. generally accepted
accounting principals as praseribed by the Govemmental Accounting Standards Board.

Reporting Entity

For financial reporting purposes, Clay County has included all funds, organizations,
account groups, agencies, boards, commissions and authorities. The County has also
considered all pofential component units for which it is financially aceountable, and other
organizalions for which the nature and significance of their relatienship with the County are
such: that exclusion would cause the County’s financial statements te be misleading or
incamplete, The Governmental Accounting Standards Board has sat forth criteria o be
considered in determining financial accountability. These criterla include appointing a
voting majority of an organization’s governing body, and {1) the ahility of the County to
impose its will on that arganization or (2) the potential for the organization o provide
specific benefits to, or impeose specific financial burdens on the County.

These financial statements present Clay County (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 operaticnal cr financial relationships
with the County.

Blended Component Units
The following compoenent 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 reparted as part of the County and blended into the appropriate funds.

Ninety-eight drainage districts have been established pursuant to Chapter 468 of tha Cade
of lowa for the drainage of surface waters from agricuitural and ather 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 Clay County Board of
Supervisors. The drainage districis are reported as a Special Revenue Fund. Financial
information of Ihe individual drainage distfcts can be oblained from the Clay County
Auditor's office.
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CLAY COUNTY
NOTES TO FINANGIAL STATEMENTS - Continued

SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES - Confinyed

Joinlly Governed Organlzations

The County alsc participates in several jointly governed organizations that provide goods
or services to the citizenry of the County but do not meet the criteria of a joint venture
sinc= there is no ongoing financial interest or responsibility by the participating
governments. The County Board of Supervisors are members of or appaint
reprasantatives to the following boards and commissions: Clay County Assessor's
Conference Board, Clay County Emergency Management Commission, and Clay County
Joint E911 Service Board. Financial transactions of these vrganizations are included in
the County’s financial statements only to the extent of the County's fiduciary relaticnship
with the organization and, as such, are reported in an Agency Fund of the County.

Basis of Presentation

Government-wide Financial Statements

The statament of net assets and the statement of activities report information on all of the
nenfiductary activities of the County and its component units. For the most part, the effect
of interfund aclivity 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 categaries:

Invested in capital assets, nel of related debf 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.

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

Unrestricted net assefs consist of net assets that do not meet the definition of the two
preceding categaries. Unrestricled net assets often have constralnts on resources that
are imposed by management, but can be removed or modified.

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

Fund Financial Statements

Separate financial statements are provided far governmental funds and fiduciary funds,
even though the latter is excluded from the govermment-wida fimancial statements. Major
individual governmental funds are reported as separate columns in the fund financial
statemenis. All remaining governmenial funds are aggregaled and reported as other
nonmajor governmental funds.
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CLAY COUNTY
NOTES TO FINANGIAL STATEMENTS - Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued
The County raports tha following major govemmental funds:

The General Fund is the general operating fund of the County. All general tax revenues
and other receipts that are not allocated by law or contractual agreement lo some other
fund are accounted for in this fund. From the fund are paid the general operaling
axpenses, the fixed charges and the capital improvernent eosts that are not paid from
other funds.

Special Revenue:

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

The Rural Services Fund is used to account for property tax and ofher revenues to provide
services which are primarily intended to benefit those persans residing in the county
outside of incorparated city areas.

The Lecal Option Sales Tax Fund is used to account for the revenues from the tax
authorized by referendum and used for rural uses, any lawful purposes, and the Clay
County Fair Associaficn, Ins.

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

Additionally, the County reports Ihe following funds:

Fiduciary Funds - Agency Funds are used to accaunt for assets held by the County as an
agent for individuals, private organizations, certain jointly governed organizations, other
governmeantal units and/or other funds.

Measurament Focus and Basis of Accounting

The government-wide and fiduciary fund financial statemenis are reported using the
economic resources measurement focus and the accrual basis of accounting. Revenues
are recorded when eamed and expenses are recorded when a liabilily is incurred,
regardless of the liming 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 revenus 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 medified 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 curment period or soon enough
thereafter to pay liabilities of the current period. Far this purpose, the County considers
revenues to be available if they are collected within 60 days after year end.

Property tax, intergovemmental revenues {shared revenues, grants and reimbursements
from other governments) and inkerest 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.

23



1.

CLAY COUNTY
MNOTES TO FINANCIAL STATEMENTS - Continued

SUMMARY COF SIGNIFICANT ACCOUNTING PCQLICIES - Continued

Measurement Focus and Basis of Accounting - Continued

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

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

The County maintains its financial records on the cash basis. The financial statements of
the County are prepared by making memorandum adjusting entries 1o the cash basis
financial records.

Assets, Liabilities and Fund Equity
The following accounting policies are followed in preparing the combined balance sheet:

Cash and Paoled Investments

The cash balances of mosl County funds are pooled and invested. Interest earned on
investments is recorded in the General Fund, unless otherwise provided by law.
Investment in the lowa Publlc Agency Investment Trust is valued at amorlized cost Non-
negotiable certificates of deposits are stated at cost,

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

Property tax receivable is recognized in these funds on the levy or lien date, which is the
date that the tax asking is cerified by the County Board of Supervisars. Delinguent
property taxes receivable represents unpaid taxes for the current and prior years. The
succaeding year proparty tax receivable represents taxes certified by the Board of
Supervisors o be collected in the next fiscal year for the purposes set out in the budgei 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 effactive on the first day of
that year. Although the succeeding year property kzx receivable has been recorded, the
relaled revenue is deferred in both the government-wide and fund financlal statements and
will not be recognized as revenue until the year for which it is levied.

Property fax revenue recognized In these funds becomes due and collectible in Septomber
and March of the fiscal year with a 1%4% per month penalty for delinquent payments, is
based on January 1, 2003 assessed property valuations, is for the tax accrual pericd

July 1, 2004 through June 30, 2005, and reflects the tax asking contained In the budget
certified by the County Board of Supervisors in March 2004.
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CLAY COLNTY
MOTES TO FINANCIAL STATEMENTS - Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Assats, Liabllitles and Fund Equlty - Continuad

Drainage Assessments Receivable

Drainage assessments receivable represant amounts assessed to individuals for work
done on drainage districts which benefit their property. These assessments are payable
by individuals in not less than ten nor mere than twenty annual installments. Each annual
installment with interest on the unpaid balance is due on September 30 and iz subject to
fhe same interest and penaities as other taxes. Assessmenits receivable represent
assessments whish are due and payable but have not been collected.

Due from Other Governments
Due from other gevernments represents amaunts 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 Speagial
Revenue Funds consist of expendakble supplies held for censumption. Inventories of
governmental funds are recorded as expenditures when consumed rather than when
purchased.

Capital Assefs

Capital assets, which include properly, equipment and vehicles, and infrastructure assets
(@.g. roads, bridges, curbs, gutters, sidewalks, and similar itams which ara immovable and
of value cnly {o the government] are repeorted in the governmental activities column in the
government-wide stalement of net assets. Capital assets are recorded at historical cost or
eslimated 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 repairs that do not add to the value of the asset or materially extend asset lives are
not capitalized. The County, as allowed by GAAP, has elected to only record
infrastructure assets placed [n service after July 1, 2002, 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 two years.

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

Property and equipment of the Gounly is depreciated using the straight-line method over
the lollowing estimated useful |ives:

Estimated

Useful lives

Assel Class tIn Years}
Buildings 40 - 50
Building improvements 24 - 50
Infrastructure 10-65
Equipment 2-20
Vehicles 3a-10

Due to Giher Governments
Due to other govemments represents taxes and other revenues collected by the County
and payments for services which will be remitted to other gevernments.
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CLAY COUNTY
MOTES TO FINANCIAL STATEMENTS - Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Conlinued

Assets, Llabllitles and Fund Eguity - Continued

Trusts Payable

Trusts payable represents amounts due to others which are held by varicus County
officials in fiduciary capacities until the underlving legal matters are resolved.

Deferred Ravenus

Although certain revenues are measurable, they are not available. Available means
collectible within the current period or expected to be collected soon enough theresfter to
be used to pay liabilities of the current period. Deferred revenue in the governmental fund
financial statements represents 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 soen enough thereafter to be used to pay
liabilities of the current perind. Deferred revenue consists of property tax receivabla and
other recsivables not collected within sixty days afier year-end.

Deferred revenue in the statement of net assets consists of succeeding year property tax
receivable that will not be racognized as revenue until the year for which it is levied.

Compensated Absences

County employees accumulate a limited amount of eamed but unused vasation hours for
subsequent use cor for payment upon terminalion, death, or retirement. A liability is
recarded when incurred in the government-wide and fiduciary fund financial statements. A
liability for these amounts is reported in governmental fund financial statements only for
employees who have resigned or retired. The compensated absences liability has been
computed based on rates of pay in effect at June 30, 2005. The compensated absences
liability attributable to the governmental activities will be paid primarily by the General and
Secondary Roads Funds,

County employees accumulate a limited amount of earned but unused sick leave. The
employee does ngt receive any pay for unused sick leave upon termination of employment
with the County. Since the amount of sick leave to be used is undeterminable, no liability
has been accrued.

Long-term Lighilities

In the government-wide financial statements, long-term debt and other long-term
obligations arg reported as liabililies in the govemmental activities statament of net assets,
In the government fund financial statements, the face amount of debt issuad is reporied as
other financing sources.

Fund Equity

In the gavernmental 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. Desigrations of fund balance represent fentative
management plans that are subject to change.

Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required
Supplementary Information, During the year ended June 30, 2005, disbursements
exceeded the amounts budgeted in the non-program and debt service functions, and
disbursements in a certain depariment exceadad the amount appropriated.
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CLAY COUNTY
NOTES TO FINANCIAL STATEMENTS - Continued

2. CASH AND POOLED INVESTMENTS

The County's deposits in banks at June 30, 2005 were entirely covered by Federal
depuository 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
o insure there will be no loss of public funds.

Tha County is authorized by statute to invest public funds in obligations of the United
States government, its agencies and instrumentalilies; certificates of depasit ar other
evidences of deposit at federally Insured depository institutions approved by ihe Board of
Supervisors; prime eligible bankers acceptances; certain high rated commercial paper;
perfacted repurchase agreements, certaln registered open-end management invesiment
companies, certain joint investment trusts; and warrants or improvement cerificates of a
drainage district.

The County had investments in the lowa Public Agency Investrment Trust {IPAIT) which
are valued at an amorfized cost of $1,418,983 pursuant to Rule 2a-7 under the Investment
Company Act of 1940.

Interest Rate Risk - The County's investment pelicy limits the investment of operating
funds (funds expected to be expended in the current budget year or within 15 months of
receipt) in instrumants that mature within 397 days. Funds not identtfied as operating
funds may be invested in investments with maturities longer than 397 days but the
maturities shall be consistant with the needs and use of the County.

Credit Risk - The investment in IPAIT is unratad.

Concentration of Credit Risk - The County places a five per¢ent limit on the amount that
may be invested in the securities of a single issuer. The County places a fen percent limit
on the amourit that may be invested in pime bankers’ acceptances and commercial paper
or other short-term corporate debt.

27



CLAY COLUNTY
MOTES TO FINANCIAL STATEMENTS - Continued

INTERFUND TRANSFERS

The detail of interfund transfers for the year ended June 30, 2005 is as follows:

Transfer to Transfer from Amocunt
General Special Revenue:
Local Option Salas Tax $ 50,000
Special Revenue:
Secondary Roads General 108,876
Special Revenue:
Rural Services 868,940
Local Qptien Sales Tax General 50,000
Capital Projects 1,484
LOSST Bond Speclal Revenus:
Local Option Sales Tax 66,240
Capital Projects General 29,094
Special Revenue;
Local Option Sales Tax 78,168
Conservation Land Acquisition Trust 10,000
$1262.772

Transfers generally move resources from the fund statuterily required to collect the
resources to lhe fund statutorily required to expend the rescurces.
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CLAY COUNTY
MOTES TO FINANCIAL STATEMENTS - Continued

4, CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2005 was as follows;

Balance Balance
Beginning End
of year Increases Decreases of Year

Govarnmental activitins;
Capital assets not being depreciated:

Land . R i 65,215 8 65,215

Constructlon in progress $ 770,735 770,735
Total capital assats not hamg
deprecialed 65,215 770,735 835,850
Capital assets being deprec!ated

Buildings ............. 3,420,528 2,420,528

Machinery and eqmpment . 5,666,727 128,836 % 5,953 5,789610

nfrastructure .. . 1,343,537 1.721.541 3,065,178
Total capital assets belng deprecnated 10,430.892 1.850.377 5,953 12275316
Less accumulated depreciatian for:

Buildings .. 1,167,564 74,767 1,242 331

Machinery and eq u:pment . 3.638,113 325,545 5,853 3,960,705

Infrastructure .. 14,780 51,304 76,089
Tolal accumulaled depre-cnahon 4.820.457 464,616 5,853 5,279,120
Total capital assets being
depraciated - net 5,610,435 1,385,761 6,986,196

Governmental aclivilies capital

assets - nel $.5675650 $2156496 §  § 7832146

Depreciation expense was charged to functions of the primary govermment as follows:

Govammental activitias:

Public safety and legal SEMrvICES ..o vee v icev e ceereee e B 39,314
County environment and aducation _...........cccerer s 40,510
Reads and transportation ... s e e e e e s ree s rasneans 293,016
Governmental services to residents ... 8,417
ADMINISIALION ..o et e e e 77,459
Total depreciation expense - governmental aclivities 3 464616
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CLAY COLINTY
NOTES TG FINANCIAL STATEMENTS - Continued

3. DUETO OTHER GOVERMMEMNTS

The County purchases services from other gavernmenital units and also acls as a fee and
tax collection agency for various governmental unils. Tax collections are remitted to thase
governments in the manth following collection. A summary of amounts due other
governments is as follows;

Fund Dascription Amaunt
General Services 5 10,109
Sperial Revenue:

Mental Heallh Services 6,270
TOTAL FOR GOVYERMMEMNTAL FUMDS 3 16,379

Trust and agency:

Agricultural extension education Cuollections I 163,101
County assessor Cuollections 243,349
Special appraiser Cullections 112,761
Schools Caollections ©.371,301
Araa schools Callections 544,721
Corporations Collections 4,430,792
Townships Caollections 166,641
Auto license and use tax Callections 358,916
All others Ceollections 252,191
TOTAL FOR TRUST AND AGEMCY FUNDS 516,643,773

6. CHANGES IN LONG-TERM LIABILITIES

A summary of changes in long-term [iabilities for the year ended June 30, 200& is as
follows:

Rueral
Cornrnunity
General 2000
Obligation Compensated Program
Notes Absences Loan Total
Balance beginning of year ........... $545,001 $100,000 832,072 677,073
INCrE@ses .vocevev e e 125,000 9,000 134,000
DECreases oo (234,708) (15,799 (250.504)
Balance end of year $435206  §100.000 $16.273  $360.569
Due within one year .......c.coevieenes $151,955 $109,000 516,273  $277.228
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CLAY COUNTY
NOTES TO FINANGIAL STATEMENTS - Continued

€. CHANGES IN LONG-TERM LIABILITIES - Continued

Notas Payabla
A summary of the County's June 30, 2005 general obligation noles payable is as follows:
Year Ending
June 30 Rates Brincipal Interest Total

2006 3.00% - 4.74% $151.,908 § 16,007 §168,302
2007 3.00% - 4.74% 156,391 11,240 167,631
2008 3.00% - 4.74% 82,021 5,400 B7,421
2009 4.74% 44,889 2,098 46.987
Total $435 206 £ 35645 $470,941

During the year ended June 30, 2005, the County issued $125,000 in new general
obligation notes and retired $234,705 of notes.

Rural Communify 2000 Program Loan

During the year ended June 30, 1881, the Caunty was awarded a loan not to exceed
$200,091 to extend rural water service within Clay County, portions of southern Dickinson
County, and portiens of western Palo Alto County from Lhe lowa Department of Economic
Development's Rural Community 2020 Program. The County subsequently received and
lpaned $200,091 during the year to the Clay County Rural Water Association.

The: Clay County Rural Waler Association loan requires 15 annual payments beginning
one year aftar the project completion date, wilh three percent per annum interest an the
unpaid balance. The amount of the annual payments is $16,761 including interest.

The County is required to remit the proceeds of the loan repayments from the subrecipient
to the lowa Deparmenl of Economic Bavelopment. The total balance outstanding on this
loan at June 30, 2005 was $16,273. This amount is due from the Clay County Rural
Water Association.

Principal balances of the loan mature as follows:
2006 e, B 16,273

Clay County Regional Events Center Conduit Debt Obligations

During the year ended Juna 30, 2005, the County issued $2 000,000 in Lacal Option Sales
and Services Tax Revenue Bonds far the purpose of constructing and furnishing the Clay
County Regiunal Events Center at the Clay County Fairgrounds. Of the total advanced,
$1,415,000 was used to pay off a similar bond which had been issued in fiscal 2004. The
bonds are not a general obligation of the County but are payable from and secured solely
and only by a pledge of certain Local Option Tax revenues received by Clay County and
the City of Spencer. The bonds will be repaid in annual installments ranging from $55,000
to $120,000, including interest at rates ranging from 1.13% to 4.39% beginning Juna 1,
2005 through June 1, 2029. Bonds lotaling $1,945,000 remained oulstanding at June 30,
2005,
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CLAY COUNTY
NOTES TO FINANCIAL STATEMENTS - Continued

6. CHANGES IN LONG-TERM LIABILITIES - Continued

Clay County Regional Events Genter Condult Debt Obligations - Continued

The bond issued does not constitute & general obligation debt or bonded indebtedness of
the County. Neither is the full faith and credit or taxing power of the County pledged to
make repayment; and therefere, they have been excluded entirely fram the County's debt
presentation. There has not been and is not any condition of default under the bond or the
related financing documents.

Bt. Luke Homes and Services, Inc. Conduit Debt Ohligation

During September 2004, the County issued $3,008,000 Health Care Facility Revenue
Bonds, Series 2004 (St. Luke Homes and Services, Inc. Project) for the purpose of lending
the proceeds to Si. Luke Homes and Services, Inc. for facility improvement projects. The
bonds are not a general obligation of the County but are payable solely from the revenues
and other amounis derived from the facility.

The bond issued does not constitute a general obligation debt ar bonded indebtedness of
the County. Meither is the full faith and credit or taxing power of the County pledged ta
rmaks repayment; and therefore, they have been excluded entirely from the County's debt
presentation. There has not been and is not any condition of default under the bond ar the
related financing docurnents.

7. PEMNSION AND RETIREMENT BEMEFITS

The County contributes to the lowa Public Employees Retirement System (IFERS) which
is a cost-sharing multiple-emplover defined benefit pension plan administered by the State
of lowa. IPERS provides relirement 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 infarmation. The
repart may be ablained by writing te [IPERS, PO Box 9117, Des Moines, lowa 50305-9117.

Plan members are required to contribute 3.70% of their annual covered salary and the
County is required to contribute 5.75% of annual covered payroll, except for law
enforcement employees, in which case the percerilages for the year ended June 30, 2005
are 8.935% and 8.535%, respectively. For the year ended June 30, 2004, the conlribulion
rates for law enforcement emplayees and the County were 4.99% and 7.48%,
respectively, and for the year ended June 30, 2002, the contribution rates for law
enforcement employees and the County were 5.37% and 8.05%, respectively.
Centribution requirements are established by State statute. The County's contribution to
IPERS far the yvears ended June 30, 2005, 2004, and 2003 were $202,054, $157,241, and
$191,249, respectively, equal to the reguired contributions for each year,

The County also sponsors a Section 457 deferred compensation plan for Ihe benefit of

County employeas. Employees may voluntarily participate in the plan. Contributions are
made sclely through employee salary deferrals with no County contributions to the plan.
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CLAY COUNTY
NOTES TO FINANCIAL STATEMENTS - Continued

8. RISK MANAGEMENT

The County is a member in the lowa Communities Assurance Pogl, 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 509 members from varicus governmental entities
thraughecut the State of lowa. The Pool was formed in August 1886 for the purpose of
managing and funding third-party liability claims against its members, The Paool provides
coverage and pratection in the lollowing categories: general liability, autemobile Fability,
autcmokbile physical damage, public officials liability, police professional fiability, property,
and inland marine. There have been no raductions in Insurance coverage fram prior
years.

Each member's annual casualty contributions to the Paol fund current operations and
provide capital. Annual oparating contributions are those amounts necessary to fund, on a
cash basis, the Paol’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,

Tha Pool also pravides property coverage. Membars who elect such coverage make
annual operating contributions which are necessary to fund, on a cash basis, the Pool's
general and administrative expenses and reinsurance premiums, all of which are dus and
payable in the current year, plus all or any portion of any deficiency in capital. Any vear-
end operating surplus is transfemred to capital. Deficiencies in operaiions are offset by
transfers from capital and, if insufficient, by the subsequent year's members contributions.

The County's property and casualty contributions 1o the risk poal are recarded as
expenditures from its aperating funds at the time of payment fo the risk pool. The
County's annual contributions ta the Pool for the year ended June 30, 2005 warg
$113,757.

The Pool uses reinsurance and excess risk-sharing agreements to reduce its exposure to
large losses. The Pool retains general, automobile, police professional, and public
officials’ liabilily risks up to $250,000 per claim. Claims exceeding $250,000 are reinsured
fn an amount not lo exceed $1,750,000 per claim and $5,000,000 in aggregate per year.
For members requiring specific coverage from $2,000,000 ta $10,000,000, such excess
coverage is also reinsured. Property and automobile physical damage risks are retained
by the Pool up to $100,000 sach occurrence, each location, with excess coverage
reinsured on an individual-member basis.

The Pool's intergavernmental cantract with its members provides that in the event a
casualty clalm or series of claims exceeds the amount of risk-sharing protection provided
by the: mamber's risk-sharing certificate, or in the gvent that a series of casualty claims
exhausts total members’ equity plus any reinsurance and any excess risk-sharing
recoveries, than payment of such claims shall be the obligafion of the respective individual
member. The County does not repart a liability for losses in excess of reinsurance or
exoess risk-sharing recoveries unless it is deemed probable that such losses have
occurred and the amount of such loss can be reasonably eslimated. Accerdingly, at

June 30, 2005, no liability has baen recorded in the County's financial statements. As of
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CLAY COUNTY
MOTES TO FINANCIAL STATEMENTS - Continued

RISK MANAGEMENT - Continued

June: 30, 2005, seflled claims bave not exceeded the risk pool or reinsurance coverage
since the Pool's inception.

Members agree to continug membership in the Pool far a period of not less than one full
year. Aftar such pericd, a member who has given B0 days prior written notice may
withdraw from the Pool. Upon withdrawal, paymants for all claims and claims expenses
become the sole responsibility of the withdrawing member, regardless of whether a claim
was incurred or reported prior to the member's withdrawal. Mambars withdrawing within
the first six years of membership may receive a partial refund of their capital contributions.
If & 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 contsibution which the withdrawing member would have made for the one-year
period following withdrawal.

The County also carries insurance from the lowa Municipalities Workers' Compensation
Associafion for coverage associated with workers' compensation and emgloyee blanket
bend in the amount of $1,000,000 and $20,000, respactively. The Counly assumes
liability for any deductibles and claims in excess of coverage limitations. Setfled claims
resulting from these risks have not exceeded insurance coverage in any of the past three
fiscal years.

DEFICIT BALANCE

At June 20, 2005, the Capilal Projects Fund had a deficit balance of $157,876. The deficit
balance is the resuit of project costs incurred in excess of available funds. This deficit wiil
be eliminated upon receipt of genera! obligation courthouse restoration note proceeds.

CONSTRUCTION COMMITMENTS

The County has entered into censtruction contracts totaling approximately $1,274,000 for
roadway paving and bridge replacement. As of June 30, 2005, approximately $905,000
had been incurred against the confracts. The balance remaining at June 30, 2005 of
approximately $365,000 will be paid as work on the projects progresses. The County
expects to be reimbursed approximately $874,000 from state and Federal sources as part
of agreements to complete various roadway paving and bridge replacement projects.

The County has also entered into contracts tofaling approximately $1,086,000 for
Courthouse restoration. As of June 30, 2005, costs of approximately $208,000 on the
project had been incurred. The §8785,000 balance remaining on the project at June 30,
2005 will be paid as wark on the praject progresses.

SUBSEQUENT EVENT

During July 2005, the County issued a $1,300,000 general obligation courlhouse
restaration note to pay the cost of courthouse restoration construction contracts. The note
is payable from a continuing annual levy of taxes against all taxable property of the
Caunty.
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CLAY COUNTY
BUDGETARY COMPARISON SCHEDULE OF
RECEIPTS, DISBURSEMENTS AMD CHANGES [N BALANCES -
BUDGET AMD ACTUAL {CASH BASIS) - ALL GOVERNMENTAL FUNDS
REQUIRED SUPPLEMENTARY INFORMATION

YEAR EMDED JUNE 30, 2005

Less
Funds not
Required
fo be
Actual Budgeted
RECEIFTS:
Property and other County 18X ..o $ 5,276,636
Interest and penalty on property tax 27,063
Intergovernmental ........cocee i e, 4,343 BR3
Licenses and permits ............cccocvevoveveveiennn, 6,543
Charges for 5amvice ... oo, 416,812
Use of money and property .o e st e 226,038 % 36,409
[ [Etelo (P Ty =T T T 204, 472
TOTAL RECEIPTS 11,101,437 36,409
DISBURSEMENTS:
Public safety and legal SEIVICES ..o.coeivieie v 1,798,252
Physical health and social Services .o 486,304
Mental health ... e s 1,377,069
County anvironment and educafion Services ... cieceen.. 836,022
Roads and Iransportation .......c..eceeecieieecec e cee e 3,037,861
Gowernmental services foresidents ........c.oecciciceciieece, 353,072
ADmMINISIration ... 1,197,326
Nen-program ....... 448,368 22,738
Debt service .............. 260,541
Capital ProjECS ....ccceeeiee e e e e 1,379,032
TOTAL DISBURSEMENTS 11,074 847 22738
EXCESS {DEFICIENCY) OF RECEIFTS OVER {UNDER)
DISBURSEMENTS 26,590 13,671
OTHER FINAMCING SOURCES - NET i it 125 000
EXCESE (DEFICIENCY) OF RECEIPTS AND OTHER
FINANCING SOURCES CVER [UNDER} DISBURSEMENTS
AND OTHER FINANCING USES 151,520 13,671
BALANCE - BEGINNING OF YEAR ..o eenemini e s 4,455 025 120,730
BALANCE - END OF YEAR 54606615  $134.401

See Accompanying Independent Auditars’ Report
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Final to

Buddeted Amounts Aptual
MNet Qriginal Final Variance
$ 5,276,636 $ 5,227,668 $ 5,233,232 $ 43,404
27,053 34,100 34,100 (7,047)
4,343,883 4,434,638 5,287,897 (944.014)
6,543 5,478 66,823 (60,280)
416,812 361,989 369,616 47,196
189,629 118,568 153,105 36,524
804,472 103,274 1.462,561 (656,085)
11,065,028 10,285,715 12,607,334 (1,542 308)
1,709,252 1,888,338 1,947,593 148,347
386,304 370,727 415,512 30,208
1,377,069 1,409,407 1,528,407 152,338
836,022 820,404 838,236 2,214
3,037,861 3,453,600 3,453,600 415,739
353,072 334,416 383,222 30,150
1,197,326 1,297,840 1,308,230 108,904
425,630 16,761 356,761 (65,865)
260,541 260],535 260,535 (8)
1,379,032 1,110,720 2,907 440 1,528,406
11,052,108 10073748 13,399,542 2347 433
12,919 (688,033) (792,208} B0S,127
125.000 125,000 125,000
137,919 {563,033) (667,208) 5 805,12F
4,334 205 3,362 517 3.362.517

$ 4472214 52700484  § 2805309

See Accompanying Independent Audilors’ Report
36



CLAY COUNTY

REQUIRED SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 2005

BUDGETARY COMPARISON SCHEDULE - BUDGET TO GAAP RECCNCILIATION

Governmental Fund Types

Modified
Cash Accrual Acerual
Basis Adjusiments Basis

......................................................... 211,101,437 $102,692 $11,204,12%
..................................................... 11,074 847 {73,628) 11,001,221
26,580 176,318 202,808
Other financing SoUrCES ......ooooeevivieviccee e, 125,000 5,840 131,840
Beginning fund balances ... 4,455,025 529,337 4 584 362
ENDING FUND BALANCE $4606615  $712595  $5.319,210

See Accompanying Independent Auditors' Report
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CLAY COUNTY
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION - BUDGETARY REPORTING
JUNE 30, 2005

This budgetary comparison is prasented as Required Supplementary [nformation in accordance
with Government Accounting Standards Board Statement No. 41 for govermments with
significant budgetary perspective differences resulting from not heing able fo present budgetary
comparisons for the General Fund and each major Special Revenue Fund.

In accordance with the Code of lowa, the County Board of Supervisors annually adopts 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 utillzing similar statutorily prescribed procedures. Encurnbrances are not recognized
an the cash basis budget and appropriations [apse at year end.

Formal and legal budgetary control is based upon 10 major classas of expanditures known as
functions, not by fund or fund type. These 10 funclions are: public safety and legal services,
physical health and social services, mental health, county environment and education services,
roads and transportation, governmental services to residents, administration, non-program, debt
service and capital projects. Function disbursements required to be budgeted include
disbursements for the General Fund, 3pecial Revenue Funds, Debt Service Fund, and Capital
Projects Funds. Although the budget document presents function disbursements by fund, the
Iegal lavel of contrgl is at the aggregated function level, not by fund. Legal budgetary control is
also based upon the appropriation to each office or department. During the year, two budget
amendmants increased budpeted disbursements by $2,425,794. The 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 Cffice by the County
Agricultural Extension Council, for the County Assessor by the Gounty Conferenca Board, far
the E911 System by the Joint ES11 Service Beard and for Emergency Management Services by
Ihe County Emergency Management Commission.

During the year ended June 30, 2008, disbursements exceeded the amounts budgeted in the

non-program and debt service functions and disbursements in a certain department exceeded
Ihe amount appropriated.
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CLAY COUNTY
COMBINING BALANCE SHEET
HONMAIDR GOVERNMEMNTAL FUNDS
JUNE 30, 2005

ASSETS

Dabt Capital County LOSST
Service Projects Sheriff Band
CASH AND PQOLED IMVESTMENTS ...t $165920 $ 8,083 $13,370 551,314
RECEIVABLES:
Property tax:
Belinguent ..o, 628
Succeeding year .......... 297,000
Pt alaTh o - 2,951
Acorued interest ... 184 3 249
Drainage assessments
TOTAL ASSETS §466,583 § 8083 $13373 551563
LIABILITIES AND FUND BALANCES
LIABILITIES:
Accounts pavable ... e e $165,959
Deferred revenue:
Succeeding year property tax .......cccocvevnens $297,000
LT3 T TR 528
TOTAL LIABILITIES 297,628 165,859
FUNC BALANCES:
Fund balances:
Reserved for debt service ... 169,055
Reserved for payment of LOSST Bonds ... i $51,563
Reserved for drainage warrants ...
Unreserved ..oocoeeceeee e, (157,876} $13,373
TOTAL FUNMD EQUITY 169.055 {157,876) 13,373 51,563
TOTAL LIABILITIES AND
FUND EQUITY $466683 § 8083 313373 551,563

See Accompanying Independent Auditars’ Report
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Schedule 1

Special Revenue

County
Resource Recarder's Conservation
Courthpuse Enhancement Recards Drainage Land Acquisilion
Restoration and Protection Management Districts Trust Total

$ 4,87 $ 25,518 $ 31,940 $134 401 $ 20567 § 455,984
628
297,000
1,110 1,442 5,503
29 11 251 727
1,058 1,058

5 39 $ 63768 3 172,374
297,000
£ 1068 1,685
39 1,058 5,376 471,060
168,055
51,563
134,652 134,662
$ 4871 25,508 $ 33061 15.633 (65.430)
4871 25,608 33,061 134,552 15,633 289,840

See Accompanying Independent Auditars’ Report
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CLAY COUNTY

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND
CHAMGES IN FUND BALANCES
NOMMAJOR GOVERNMENTAL FUNDS
YEAR ENDEED JUNE 30, 2005

Debt Capital County LOSST
Service Projects Sheriff Bond
REVENUES:
Property tax ... $160,897
Intergovernmental ... 8,704
Charges for Senvice ..........ccoooiceveeeeviviceicvanes
Use of money and property ........cccceeeecvvveeeee. 59,776 $ 36 § 1,382
MiISCellBNSOUS v 290000 $ 1738 21,041 152,809
TOTAL REVENUES 519.377 1,738 21,077 _154.191
EXPENDITURES:
Operating:
Public safety and legal services .........ceeeee 7,704
County environment and education services 50,000
Governmental services to residends ............
MNON-program ..o 290,000 118,868
Debi S8rVICE ..o vsrer s e er e 221,607
Capital projects .......ccocooeiveeiccc e, 400.461
TOTAL EXPENDITURES 511,607 _ 4004861 7704 _168.868
EXCESS [DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 7,770 _({398,723) 13,373 (14,677}
OTHER FINAMNCING SOURCES (USES):
Operating transfers in (out] ... 115,808 66,240
(General obligation note issued ....................... 125,000
TOTAL OTHER FINANCING
SOURCES (USES) 240,808 66,240
WET CHANGE IN FUND BALANCES 7770 (157,915) 13,373 51,563
FUND BALANCES - BEGINNING OF YEAR ..... 161,285 g
FUND BALANCES - EMD COF YEAR £160,055 $(157,876) $13373 351,563

See Accompanying Independent Audilors' Repar
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Special Revenue

Schedule 2

Caunty
Resource Recorder's Conservation
Courthouse Enhancement Records Drainage Land Acquisition
Restoration and Protection Management Districts Trust Total
$ 180,897
$ 10,905 18,610
% 13,322 $ 6445 $ 15,055 43,822
273 294 2,220 4,107 &8,088
3 35 27.880 2,843 496,346
a5 11,179 18,618 36,545 26,005 788 763
7,704
11,440 28,632 90,072
23,987 23,987
22,737 431,605
221,607
400,461
11,440 23 087 22737 28 632 1175438
35 (261) {5,371} 13.808 (2,627} (386,673)
(10,000} 172,048
125,000
(10,000) __ 297,048
35 (261) {5,371) 13,308 (12,627 (89,625)
4,836 25,769 38,432 120,B44 28 260 379,465
i 4871 § 25,508 5 22,061 $134.662  § 15633 § 2689840

See Accompanying Independent Auditors' Report
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CLAY COUNTY
COMBINING SCHEDULE OF FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUNDS
JUNE 30, 2005

County Offices Agricultural
County County Extension
Recorder Sheriff Education
ASSETS
CASH AND POOLED INVESTMENTS:
County TrERSUIET ....oovviieiir e e sme e eeme e § 1,762
Other County offigials ... e % 45,866 § 9943
RECEIVABLES:
Property tax:
Delinquent ..., 339
Succeeding Year ....oeenn 161,000
Due from other govemments
Accrued interest ...
TOTAL ASSETS $ 45,866 § 9943  $163.101
LIABILITIES
LIABILITIES:
Accounts payable ... e
Due to other governments ... o, $ 11451 $163,101
Trusts payable ... 34415 § 9943
TATAL LIABILITIES $_ 45866 $ 0943 316311

See Accompanying Independent fwditars' Repart
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Schedule 3

Agency Funds
ASSessor's

County Special FICA Area
Assessor  Appraiser Fund Schoals Schools Carporations Townships
$ 57,216 § 27,769 $ 94107 % 5,596 $ 34,789 $ 2482

360 179 % 43 19,194 1,125 13,003 1549
186,000 86,000 21,000 9,258,000 538,000 4,383,000 164,000
3243605 §113.048 3 21043 $9.371.301 $544721  $4.430,792 $166.641
3 256 % 1,187
243,349 112,761 $ 21,043 $9,371,301  $544,721 $4.430,792 $166,641
5243605 $113948 § 21,043 $9,571,301 5544721  $4.430.792 $166,641

See Atcompanying Independent Auditors' Report
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CLAY COUNTY
COMBINING SCHEDWLE OF FIDUCIARY ASSETS AND LIABILITIES - Continued
AGENCY FUNDS
JUNE 30, 2005

Agency Funds
Auto Lost Island
City License Sanitary Jaint
Special and Sewer Disaster
Aezsesasments  Usa Tax District Senices
ASSETS
CASH AND POOLED INVESTMENTS:
County TrEASUIET ... e rereese e seree s § 1i9z7 $358,916 % 32 5 14779
Other County officials ......coceeceiecivenen
RECEIVABLES:
Property tax:
Dalinguant ... 2
Succeeding year ... iieeiciieieeens 3,000
Due from other governments ........c.c........ 7,758

Accrued inferest ... e

TOTAL ASSETS 3 11027  $358916 % 3,054 § 22537
LIABILITIES
LIABILITIES:
Accounts payable ..., $ 2,833
Due to other govemmeants ..o F 11,927 Faspete  § 3,054 19,704

Trusts payable .......cc.cccoveviiiiicce e,

TOTAL LIABILITIES $ 11,027 3358916 § 3054 § 22537

See Accompanying Independent Auditors' Report
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Schedule 3

Property Emergency
Tax Medical

E-911 Agency Services Total
% 6B,403 $ 2668 $ 20766 ¥ T0121
£5,809
6 34,460
69,000 14,869,000
23,099 5117 35,974
i54 27 181
$ 91,656 $ 71,674 $ 25910 $15,696,635
$ 1.211 §F 3017 % B,504
90,445 & 71,674 22,693 15,643,773
44 358
91656 § 71674 § 25910 $15,686,635

See Accompanying independent Auditors’ Report
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CLAY COUNTY

COMBIMING SCHEDLULE OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES

AGENCY FUNDS

YEAR ENDED JUNE 30, 2005

BALANCE - BEGIMNING OF YEAR ...

ADDITIONS:
Property and other County tax ......ecceeee.
911 SUrcharge ......ccceevieeeniiniinii e eenens
Stale tax credits .
Office fees and coilecnons .
Aulo licenses, use tax, and postage
Assessments eeeere -
Trusts .. .-
Transfers from other funds
Miscellaneous .
TOTAL ADDITIONS

DEQWCTIONS:
Agency Remittances:
To other funds ...
To other governments ........................
Trusts pald out . trererereram e e e
TOTAL DEDUCTIDNS

BALANCE - END OF YEAR

County Offices Employee
County County County  Cafeteria
Auditor Recardar Sheriff Plan
§ 51135 § 215646
3 1,254 288,776 79,305
261,885
$ B1.666
1,254 288776 341,200 81.666
1,254 137,666 96 917
157,379
255 986 81,666
1,254 295 045 352,903 31,666
& 545866 % 9943 §

See Accompanying independent Auditors’ Report
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Schedule 4

Agency Funds
Agricultural ASSESSOr'S
Extension County Special FICA Area
Education  Assessor  Appraisar Fund Schools Schools  Corporafions
5156922 3237,605 $ 97747 5 _20.055 §8727.330 $4069.763 34,086,667
151,260 180,186 37,980 14,834 B 333,288 480,334 4,207,249
8,288 8,870 2,080 1,087 449,532 26,311 199,362
182
20,925
152,545 211,163 40,060 20,825 8,842 820 508,645 4,406 611
153,367 205,163 23,859 18,937 8,158,849 461,687 4,072,486
153,367 205,163 23,859 19,937 8,198,849 461,687 4,072 486
$163.101 $243605  $113.948 § 21,043 $9,371.301 $544,721 $§4,430,792
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CLAY COLINTY
COMBINING SCHEDULE OF CHAMNGES IN FIDUCIARY ASSETS AND LIABILITIES -
Cantinuad
AGENCY FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

Agency Funds

Auto  Lostisland
City License  Sanitary
Special and Sewer
Townships Assessments  Lse Tax District

BALANCE - BEGIMNING CF YEAR ..... $165.248 $ 16187 § 373598 5 3059
ADDITICMS:
Property and other County tax .......... 158 576 2,484
917 surcharge .......cocecvicenccacveneveiicnnns
Stale tax credits ...coocveeeiieee e 9.804 92
Office fees and collections ................
Aulo licenses, use tax, and postage ... 3,611,653
Assessments 295471
Transfers from ather funds ................
Miscellaneous ......cccocveiiciiie e
TOTAL ADDITIONS 168,480 295471 3,911,653 2578
DEDUCTIONS:
Agency Remittances:
Tootherfunds ..........c..cooeiiieieee :
To other governments .................... 167 087 299,731 3,926,335 2,581
Trusts paid out ..o
TOTAL DEPUCTION 167.087 299.731 3,926,335 2,581
BALANCE - END OF YEAR §166,641 $ 11927 $. 356B916 § 3,054

See Accompanying Independent Auditars' Report
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Schedule 4

Jaoint Property Recorder's Emergency
Tax Sale Disaster Tax Electronic Medical
Redemption Services E-911 Agency Fee Services Total

$25083 3110968 § €8.873 $10.022 $14.681,864
72,634 13,703,829
131,148 131,148
1,147 $ 6132 713,803
370,517
3.911,653
295471
$64,058 325,953
20,925
53,028 17,189 43,045 194 928
64 058 53,028 148,337 73,781 6,132 43,045 19,668 227
235 837
55,574 70,936 17,814,971
G4,058 167,649 8,132 27 157 602,548
64,058 55,674 167,649 70,936 6,132 27 167 18,653,456

§ 822537 $ o656 S 71674 F 0 825910  $15.6096.635

See Accormpanying Independent Auditors’ Reporl
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CLAY COUNTY

Schedule &

SCHEDULE OF REVENUES BY SOURCE AND EXPENDITURES BY FUNCTION -
ALL GOVERMMEMTAL FUNDS
FOR THE LAST FOUR YEARS

REVENUES:
Property and other County tax ...........
[nterest and penalty on property tax ...
Intergovernmental
Licenses and permits
Charges for service
Use of money and property
Fines, forfeitures and defaults ....
Miscellaneous

TOTAL

EXPENDITURES:
Qperating:
Public safety and legal services
Fhysical health and social services
Mental health ...l
County environment and education
Services
Roads and transporiation ................
Governmental services ko residents
Administralion ...
Mon-program
Debt service
Capital projects

TOTAL

* Not available

Muodified Accrual Basis

200§ 2004 2003 2002
$ 5,287,980 $ 5,201,261 $4,651,547 $4,401,809
27,013 23,494 47 451 30,024
4,587.863 4,741,475 4,366,951 4,173,982
6,543 5,388 5,107 3,934
396,778 378,746 404678 317,188
205,847 127,596 153,331 163,003
21,174 15,505 9,773 10,296
670.931 151,817 __ 201,445 191,411
$11.204,129 $10,740,262 $0.840,283 $9,291.437
$ 1,811,888 $ 1,706,287 $1,859,980
382,848 244,561 349,172
1,400,963 1,421,131 1,287,707
798,693 781,853 681,777
2,754,290 2)6B5991 2,886,546
352.133 336,247 313,372
1,122,851 1,162,373 1,038,899
448,366 33,113 25,213
260,543 600,663 187,108
1,668,646 723,718 __ 447,746

$11.001.221 5 9,795,937 $9.077,520

See Accompanying Independent Auditars' Report
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CLAY COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2005

Schedule 6

CFD#, Program
Grantor/Program Number Expendilures
Direct;
Department of Justice:
Bulletproaf vest partnership program ..., 16.607 % 735
Total Direct 735
Indirect:

U.5. Depariment of Agriculture:
lowa Department of Human Services:
Human Services administrative reimbursement:
State administrative matching grants for food stamp program 10.561
L2, Department of Transportation:
lowa Department of Transportation:

Highway planning and construction ..., 20,205
lowa Department of Public Safety:

Safety incentive grants for use of seatbelts ... 20.604
lowa Homeland Security and Emergency Management Division:

Hazardous Material Emergency Preparedness ...........cc.......... 20.703

U.5. Department of Health and Hurnan 3orvices:
lowa Department of Human Services:
Hurran Services administrative reimbursemants:
Temporary assistance for needy families .........cccocceeeieiineane 93.568
Refugee and entrant assistance - state administered programs 93,568
Child care mandatory and matching funds of the child care

and develapment fund ... 93.586
Faster care - Title IV-E .......... OOV  : & 1312
Adoplion assistance ... e 893.659
Medical assistance program ......co.ceevn e 93.778
Social services block grant ... e 93.667

Social services block grant ... 93.667

Child support enfareement ...........c..ccocecieeie e e e 93.563

U.8. Dapartment of Homeland Security:
lowa Department of Public Defense:

lowa Homeland 2ecurity and Emergency Management Division:
Public Assistance Grants ........cue e e 87.038
Emergency Management Performance Grant .......coceoeevenee. G7.042
Total Indirect

TOTAL

5,924

286,140

4179

11.035

8,064

22

1,591

4137
968

8.607

5,003
68,661
73,664

187,456

437,461

17.930

1,167,178
£1,157,913

Basis of Presentation - The Schedule of Expenditures of Federal Awards includes the federal
grant activity of Clay County and is presented on the modified accrual basis of accounting. The
infarmation on this schedule is presented in actordance with the requiremants of OMB Circular
A-133, Audits of States, 1 ocal Governments, and Non-Profit Organizations. Therefore, some
amounts presented in this schedule may differ from amounts presented in, or usad in the

preparaticn of, the basic financial statements.
See Accompanying Independent Auditers’ Report
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PO, Bax |75 P.0. Bow 187
Spencer, lowa 51301-0175 ilford, Iewa 31351

Phane 712-262-3117

Fhone T12-335-2488
FAX 712-262-3139

FAX 712-338-2510

INDEPENDEMNT AUDITORS’ REFORT ON INTERMAL COMTROL
OVER FINANCIAL REPORTING AND CN COMPLIAMCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCGRDANCE
WITH GCGVERNMENT AUDITING STANDARDS

To the Officials of Clay County:

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund informaticn of Clay County, lowa, as of and for
the year ended June 3C, 2005, which cellectively carnprise the County's basic financial
staternents listed in the table of contents and have issued our report thereon dated January 11,
2008. We conducted our audit in accordance with 1.8, generally accepted auditing standards
and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Complroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Clay County's internal control gver financial
reporting in order io determine our auditing procedures for the purpose of expressing our
opinions on the financial statements and not to provide an opinion on the internal control over
financial reporting. Howaver, wa noted a certain matter invelving the internal contral over
financial reporting and its operation that we consider to be a repartable condition. Reportable
conditlons involve matters coming fo our attention relating to significant deficiencies in the
design or operation of the internal control over financial reporling that, in our judgment, could
adversely affect Clay County's ability to recard, process, summarize and report financial data
consistent with the assertions of management in the financial statements. The reportable
condition is described in Part |l of the accompanying Schedule of Findings and Questioned
Costs.

A material weakness is a reportable condition in which the design or operation of one or more of
the internal control components does not reduce to a relatively low tevel the risk that
misstaternents caused by error or fraud in amounts that would be malerial In relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the nomal course of performing their assigned funictions. Our consideration of
the internal cantrol over financial reparting would not necessarily disclose all matters in the
internal centrol that might be reportable conditions and, accordingly, would not necessarily
disclose all reportable conditions that are also considered to be material weaknesses.

However, we believe the reportable condiion described above, item 1I-A-05, is a material
wieakness.
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Compliance and Dther Matters

As part of obtaining reasonable assuranca about whether Clay County’s financial statements
ara free of material misstatement, we performed tests of its compliance with cerfain provisions
of laws, regulations, contracts and grant agreements, noncampliance with which could have a
direct and maferial effect on the determination of financial statement amounts. However,
providing an cpinian on compliance with those provisions was not an objeclive of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance or other matters that are required to be reported under Government Auditing
Standards. However, we naled certain immaterial instances of noncompliance or other matters
that are describad in Part IV of the accompanying Schedule of Findings and Questioned Costs,

Comments inwolving statutory and other legal matiers about the County's cperations for the year
ended June 30, 2005 are based exclusively on knawledge obtained from procedures performed
during our audit of the lnancial slatements of the Counly. Since our audit was based on tests
and samples, not all transactions that might have had an impact on the comments were
necessanly audited. The comments involving statutory and other legal malters are not intended
to canstitute legal interpretations of those statutes.

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

We would like to acknowledge the many courfesies and assistance extended to us by personnel
of Clay County during the course of our audit. Should you have any quesltions concerning any
of the above matters, we shall be pleased to discuss themn with you at your convenience.

\(n}.ﬂu,‘Shu 4 ﬂa,u.l’

January 11, 2006



Winreer, STave & Co., LLP
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Spencer, lowa 51301-0173 Milford, Iown 51351
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FAX 712-262-3159 FAX 712-338-7510

INDEPEMDENT AUDITORS' REPGRT ON COMPLIAMCE WITH
REQUIREMENTS APPLICAELE TO EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDAMCE WITH OlMB CIRCULAR A-133

Ta the Officials of Clay Gounty,

Compliance

We have audited the compliance of Clay Gounty, lowa, with the types of compliance
requirements described in U.S. Cffice of Management and Budget (OMB) Clrcular A-133
Compliance Supplement hat are applicable to each of its major federal programs far the year
ended June 30, 2005. Clay County's major federal programs are identified in Part | of the
accompanying Schedule of Findings and Questioned Cests. Compliance with the requirements
of laws, regulations, contracis, and grant agreements applicable to each of its major federal
programs is the responsibility of Clay County's management. Our responsibility is to express an
opinicn on Clay County's compliance based on our audit.

We conducted our audit of compliance in accordance with U.3. generally accepted auditing
slandards, the standards applicable t¢ financial audits contained in Gavernment Auditing
Standardsz, issued by the Comptroller General of the United States, and ORMB 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 non-cempliance with the types of compliance reguirements referred to above that could
have a direct and raterial effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about Clay County's compliance with those requirements
and performing such other procedures as we considered necessary in the circumstances. We
believe our audit provides a reasonable basis for our opinion. Qur audit does not provide a
legal determination on Clay County's compliance with those requirements.

In our opinion, Clay County complied, in all material respects, with the requirements referred to
above that are applicable Lo each of ls major federal pragrams for the year ended June 30,
2005,

Internal Control Gver Compliance

The management of Clay County is responsible for establishing and maintaining effective
internal cantral gver compliance with requirements of laws, regulations, contracts, and grant
agreements applicable to federal programs. |n planning and performing our audit, we
considered Clay County's internal control over compliance with requirements that could have a
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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 an
internal contral over compliance in accordance with OMB Circular A-133.

We noted a certain matter involving the intermal control over compliance and its operation that
we conslder ta be a reportable condition. Reportable cenditions involve matters coming to cur
attention relating to significant deficiencies in the design or aperation of the internal confrol over
compliance that, in our judgment, could adversely affect Clay County's ability to administer a
majer federal program in accordance with applicable requirements of laws, regulations,
contracts, and grant agreements. The reportable condilion is described as item |[I-A-05 in the
accompanying Schedule of Findings and Questioned Costs.

A material weakness is a reportable condilion in which the design or operation of one or more of
the internal controt components does not reduce to a relatively low lewvel the risk that non-
compliance with applicable requiremants of laws, regulations, contraets, and grant agreemenis
caused by error or fraud that would be material in relation fo a major federal program being
audited may oceur and not be detected within a timely period by employees in the nomal
course of parforming their assigned functions. Qur consideration of the intarnal control over
compliance would not necessarily disclose all matters in the internal controd that might be
rapartabls conditions and, accordingly, would not necessarily disclose all reportabla conditions
fhat are also considered to be material weaknesses. However, we believe the reportable
condition described above, item II-A-03, is a material weakness.

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

Windhu, Stowe + & 0f

January 11, 2006
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CLAY COLUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2005

PartI: Summary of the Independent Auditors’ Resulfs

a, An ungualified opinien was issued on the financial statements.

b. A reportable condition in internal control over financial reporting was disclosed by the audit
cf the financial statements, including a material weakness.

¢. The audit did not disclose any non-compliance which is material to the financial statements.

d. A reportable condition in internal control over major programs was disclosed by the audit of
the financial statements, including a material weakness.

e. An unqualified opinion was issued on compliance with requirements applicable 1o each
major program.

f. The audit disclosed no audit findings which were required to be reported in accordance with
Office of Management and Budget Circular A-133, Section .510(a).

g. Major programs were as follows:

»  CFDA Number 20.205 — Highway planning and construction
« CFDA Number 97.036 - Fublic Assistance Grants

h. The dollar threshold used to distinguish between Type A and Type B programs was
$300,000.

i. Clay County did not qualify as a low-risk auditee.
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CLAY COUNTY
SCHEDLULE OF FINDINGS AND QUESTIOMED COSTS
FOR THE YEAR ENDED JUNE 30, 2005

Partll: Findings Related to the Financial Statements

Instances of Non-Compliance:
Mo matters were reported.
Repartable Gondition:

I-A-05  Segregation of Dulies - During our evaluation of tha system of intarnal accounting
control, the existing procedures are evaluated in order to determine that incompatible
duties, from a control standpoint, are not performed by the same employes. This
segregation of duties helps to prevent losses from employee error or dishonesty and
therefore maximizes the accuracy of the Counly's financial sfatements.

Recommendation - We realize segregaticn of dulies is difficult wilh a limited numbar of
office employees. Howsaver, the County Auditor and County Treasurer should review
the aperating procedures of their office to obtain the maximum internal control possible
under the circumstances.

Responss - While the size of our staff has a limiting effect on our ability to have
complete segregation of duties, we will strive o segregate where possible and insure
review of those areas where complete segregation is impossible.

Conclusion - Response accepted.
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CLAY COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued
FOR THE YEAR ENDED JUNE 30, 2005

Part lll: Findings and Questioned Costs for Federal Awards

Instances of Non-Compliance:

Mo matters were reported.

Reportable Condition:

All Federal programs listed in the Schedule of Expenditures of Federal Awards

l1I-A-05 Segregation of Dulies over Federal Revenue - Cuslody, record-keeping, and
raconciling functions for revenues, including those related to federal programs are not
adequately segregated. See item [1-A-05.
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Part IV:

CLAY COUNTY
SCHEDULE CF FINDINGS AND QUESTIONED COSTS - Continued
FOR THE YEAR EWMDED JUNE 30, 2005

Other Findings Related to Required Statutory Reporting

[W-A-05

Iv-B-05

V-C-05

Cificial Deposgitories - A resclution naming official depositories has bean adopted by
the Board. The maximum deposit amounts stated in the resolution were not exceedad
during the year ended June 30, 2005, except for the Clay County Recorder balances
at one bank which exceeded the maximum authorized amount of $20,000 by
approximately $24.000 durirg the year.

Recammendation - A new resolution in arnounts sufficient to cover anficipated
balances at all approved depositaries for all offices should be adopted by the Board.

Response - The Board of Supervisors will increase the maximum authorized deposit
amounts for the Clay County Recorder's Office.

Conclusicn - Response accepted.

Cerified Budget - Disbursernents during the year ended June 30, 2005 exceeded the
amounts budgeted in the nonpragram and debt service functions. Disbursements
during the year ended June 30, 2005 alsc exceeded the amounts budgeted for E-911
and the Emergency Management Commission. In addition, disbursements in one
department exceeded the amount appropriated. We also noted certain iterns in the
published budget did not correctly present the adopted Budget,

Recommendation - The budget should have been amended in accordance with
Chapter 331.435 of the Code of lowa before disbursements were allowed to exceed
the budget.

Chapter 331.434(6) of the Cade of lowa authorizes the Board of Supervisors, by
resolution, to increase or decrease appropriations of one office ar department by
increasing or decreasing the appropriation of another office or department as long as
the function Hudget is not increased. Such increases or decreases should be made
before disbursements are allowed to exceed the appropriation.

Published budget information should be reviewed carefully to make sure it accurately
presents the adopted budget.

Response - We will amend the budget when required and appropriations will be
watched more closely, We will also review published budget infarmation more
carefully to make sure it accurately presents the adopted budget.

Conclusion - Response accepted.

Questionable Expenditures - No expenditures were noted that may not meet the

requirements aof public purpase as defined in an Attorney General's opinion dated
April 25, 1979

&0



CLAY COUNTY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - Continued
FOR THE YEAR ENDED JUNE 30, 2005

Part IV: Other Findings Related to Required Statutory Reporting - Continued

Iv-D-05

Iv-E-05

IV-F-05

IVY-G-05

IVY-H-05

[W-1-05

[V-J-05

Travel Expense - Mo expenditures of County money for travel expenses of spouses of
Counly officlals or employees were noted.

Business Transactiong - No business [ransactions 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. The amount of all bonds should be periodically
reviewed to insure that the coverage is adequate for eurrent sperations.

Board Minuies - No transaclions were found that we believe should have baen
appraved in the Board minutes but were not.

Deposits and nvestments - We noted no instances of noncampliance with the deposit
and investment provisions of Chapter 128 and 12C of the Code of lowa and the
County’s investment palicy.

Rescurce Enhancement and Protection Cartification - The County did not dedicate
property fax revenue to conservation purposes as required by Chapter 455A.19{1)(z)
af the Code of lowa and did not receive the additional REAP funds allocated in
accerdance with subseclions (B)(2) and (B)(3).

County Extension Office - The County Extension Office is operated under the autharity
of Chapter 1764 of the Code of lowa and serves as an agency of the State of lowa.
This fund is agministered by an extension council separate and distinct from County
operations and, consequently, is not included in the government-wide linancial
statements.

Disbursernents during the year ended June 30, 2005 for the County Extension Dffice
did not exceed the amount budgeted.
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