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INDEPENDENT AUDITORS’ REPORT

To the Officials of Emmet County:

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of Emmet County, lowa, as of and for
the year ended June 30, 2005, which collectively comprise the County's basic financial
statements listed in the table of contents. These financial statements are the responsibility of
Emmet County's management. Our responsibility is to express opinions on these financial
statements based on our 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 Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We belleve our audit provides a reasonable basis for
our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of Emmet County at June 30, 2005 and the respective
changes in financial position and cash flows, where applicable, for the year then ended in
conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated
October 5, 2005 on our consideration of Emmet County’s intemal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts, grant
agreements, and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

The budgetary comparison information on pages 26 through 29 is not a required part of the basic
financial statements, but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which censisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. We did not audit the information and express no apinion on it.
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The County has not presented management's discussion and analysis which introduces the basic
financial statements by presenting certain financial information as weli as management's
analytical insights on that information that the Governmental Accounting Standards Board has
determined is necessary to supplement, although not required to be part of, the basic financial
statements.

Qur audit was conducled for the purpose of forming opinions on the financial statements that
collectively comprise Emmet County's basic financial statements. The financial statements for
the year ended June 30, 2002 (not presented herein) were audited in accordance with the
standards referred to in the second paragraph of this report by other auditors who expressed
unquzlified opinions on those financial statements. We previously audited, in accordance with
the standards referred to in the second paragraph of this report, the financial statements for the
two years ended June 30, 2004 (not presented herein) and expressed unqualified opinions on
those financial statements. Other supplementary information included in Schedules 1 through 5
is presented for purposes of additional analysis and is not a required part of the basic financial
statements, Such information has been subjected to the auditing procedures applied in our audit
of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.
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EMMET COUNTY
STATEMENT OF NET ASSETS
JUNE 30, 2005

Governmental
Activities
ASSETS
Cash and pooled INVESIMENIES ... ... o vierierim e e s s s sage st £ et e b emmsmmressmmeennessses sens $ 3,280,333
Receivables:
Property tax:

Succeeding year ................. 3,372,756
Accounts ................. 14,974
Accrued interest .........cecvererns 52
Notes and Contracts rECRIVADIE ... e e s e nans 53,374
Drainage assessments ..... 337

Due from other governments 197,193
Inventories ..........ccocveevvene- 414,370
Prepaid INSUFAMNCE ..o e e e mr e e s ece e 58,530
Capital assets - net of accumulated depreciation ... e 3,810,231

TOTAL ASSETS 11,303,150
ACCOUNES PAYBADIE .o it e e nnn e et 120,341
Salaries and benefits payable . 59,319
Due to Other QOVEIMIMEIS ......uiersiiiieni sttt st et er e creers s sea e e s e nan st m st e s s e e 145,122

Deferred revenue:
Succeeding Year Property LAX ... et et ee e emme s et 3,372,756
Long-term liabilities:
Paortion due or payable within one year:
Capital lease purchase agresments ... e e e e e sme s 8,480

General obligation notes 16,875
Compensated absences 151,082

Portion due or payable after one year:
Capital lease purchase agrEeMENLS ... st s s cvasessses e s easmas 11,267
TOTAL LIABILITIES 3,885,252

NET ASSETS
Invested in capital assets - net of related debt ... 3,873,609
Restfricted for:

SuPPlemMENtal |EVY PUMPOSES ..o veeciviveriveriens e nssae e ssresesmemes e s msesbesrsnaas sea b et st st es sen e emeereesen 259,509
Mental health purposes ........ 333,898
Secondary roads purposes 1,746,919
OHher PUIPOSES ... sttt mrens 393,622
L= U= OO 810,341
TOTAL NET ASSETS § 7,417,898

See Notes lo Financial Statemenls
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FUNCTIONS/PROGRAMS:

Governmental activities:
Public safety and legal services .......cocr...
Physical health and social services .
Mental health .. .
County envrrnnment and educatron
Roads and transporation ..
Govemnmental services to resrdenls
Administration ...........cccceee.....

TOTAL

GENERAL REVENUES:
Property and olher county tax levied for:
General purposes .. .
Penaity and interest on property tax
State tax credits .

Grants and conlnbu ons no reslric ed to specrf‘c purpose

Unrestricted investment eamings ..................
Miscellanecus ..

TOTAL GENERAL REVENUES

EMMET COUNTY
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2005

Expenses

$1,028,709
527,560
1,421,470
295,005
2,093,085
306,708
607,438
2914

Program_Revenues
Operating Capital
Grants, Grants,
Contribulions  Contributions
and and
Charges for  Restricted Restricted
Service Interest Interest

$1,508,623 § 495,116

$281,407

Net (Expense)
Revenue
and
Changes
in Nel Assels

§(1,026,709)
(527,560}
(1,421,470)
{295,005}
(89,346)
(306,708}
(326,031}
(2.914)

£6,280.889

£281407 51,508,623 5 495115

CRaNge M NBLASSALS ...t et sees et et e em et e ss ems e eeem s e eeemt o b1 bt S At b eeem s eemt e tees

Net aS5ets = DEGINMING OF YEA .....iiiiiieieeee ettt tee e e e s se e e a e84 42t e meens s eee et s s et snm e

NET ASSETS - END OF YEAR

See Notes lo Financial Statemenls
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{3.095,743)

2,976,419
35,119
189,262
1,066,030
72,003
323,318

4,664,241
668,498

6,749,400

$7.417,598



EMMET COUNTY
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2005

ASSETS
Nonmajor
Mental Rural Secondary Governmental
General Heallh  Sarvices Roads Funds Total
Cash and pooled investmenls ................... $ 794990 § 499,677 $ 326,877 $1,316,038  $343.911 $3,282,393
Receivables:
Property tax:

Succeeding year ......cooininninnens 1,991,178 704,280 677,298 3,372,756
Accounts .............. 2,464 506 13 11,346 645 14,974
Accrued interest ...... 52 52
Nates and contracts receivable 53,374 53374
Drainage assessments ......... 337 337

Due from other governments . 57,192 10,738 129,263 197,193
Inventories ...ecceeeecnnenn 414,370 414,370
Prepaid iNSUraNCe ...c.eeeceeceecene e eesees 32,277 27,253 59,530

TOTAL ASSETS $2,878.153 $1,215201 S1.004.188 $1.890170 §308.267 $7,304979
LIABILITIES AND FUND BALANCES
LIABILITIES:
Accounts payable ......... § 33671 % 28783 $ 53,232 $ 4645 § 120,341
Salaries and benefits payable 24,185 3,108 % 1,298 30,728 59,319
Due to other governments ...........ccccc...... 145,122 145,122
Deferred revenue:
Succeeding year property tax ... 1,881,178 704,280 677,298 3,372,756
Other .. 53,722 53,722
TOTAL LIABILITIES 2,049,034 881,303 678,596 83,960 58,367 _3.751,260
FUND BALANCES:
Reserved for:
Supplemental levy purposes ................ 259,509 259,509
Unreserved, reported in:
General fund . 569,610 569,610
Special revenue funds - 333,808 325,592 _1,815.210 339,900 _2,814 600
TOTAL FUND BALANCES 829,119 333,898 325582 _1.815210 339,900 _3,643,719

TOTAL LIABILITIES AND FUND BALANCES 52,878,153 $1.215201 $1,004188 $1,890170 3$398,267 $7.3094.979

See Notes to Financial Statements

&



EMMET COUNTY
RECONCILIATION OF THE BALANCE SHEET
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET ASSETS
JUNE 30, 2005

Total governmental fund balances

Amounts reported for governmental activitios in the statement of net assels are differenf because:

Capital assels used in governmental activities are not current financial resources and,
therefore, are not reported in the funds. The cost of assets is $9,596,366 and the
accumulated depreciation is 35,686,135, ...t e e e
Other long-term assets are not available to pay for current period expenditures and, therefore,
are deferred iN e fUNAS. ..o e e ee e een e et e eee e e

The Intemal Service Fund is used by management to charge the costs of the County's health
insurance benefit plan to individual funds. The assets and liabilities of the Internal Service Fund
are included in governmental activities in the Statement of Net Assets. ...ooevieeeeeee e

Long-term liabilities, including capital lease purchase agreements, noles payable, and
compensated absences payable, are not due and payable in the current period and, therefore,
are not reported in the TUNAS. ...t s e b e ea e ae e e eeeereen

NET ASSETS OF GOVERNMENTAL ACTIVITIES

See Notes to Financial Statements
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33,643,719

3,910,231

583,722

(2,060}

(187.714)

$7.417.898



EMMET COUNTY
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANGES
GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2005

Nonmajor
Mental Rural Seccndary  Governmental
General Health Services Roads Funds Tolal
REVENUES:
Property and other County tax . $1,807,222 § 669,582  $544,227 $3,021,031
Interest and penalty on property lax 35,119 35,119
Intergovemmental .. 564,844 612,936 40,737 $1,579,239 % 36,779 2,834,531
Licenses and pen'mts 849 475 1,324
Charges for senvice ........ 260,747 16,760 277,507
Use of money and property ... 73,915 1,742 75,657
Miscellaneous e 58,276 16,731 __ 177,588 _ 78449 331,994
TOTAL REVENUES 2801922 _1,209249 5649 1,757,302 133,726 _6,577,163
EXPENDITURES:
Operating:
Public safety and legal servicas ... 1,002,757 98,872 1,101,629
Physical health and social services ....... 528,634 528,634
Mental health .. e 1,421,809 1,421,809
County enwronment and
education services .. 204,960 42,683 47 362 295,005
Reads and transporlalion 1,976,853 1,976,853
Governmenlal services to resi 281,422 26,236 307,658
Administration - 698,164 66 44 948 743,178
Debt service ...... . 27,367 27,367
Capital projects ......... 226,264 226264
TOTAL EXPENDITURES 2715937 _1.421.809 141,621 _2,248,065 100,965 6,628,397
EXCESS {DEFICIENCY) OF REVENUES
OVER {UNDER) EXPENDITURES 85,985 (122,560) _443,342 {490,763) 32,761 {51,234)
OTHER FINANGING SOURCES (USES):
Operaling transfers in {out) ........... S {542 180) 542,180
TOTAL OTHER FINANCING
SOURCES (USES)....cecoeeeeerarevrrnnins 542.180) 542 180
NET CHANGE IN FUND BALANCES 85,985 {122,560) (98,837) 51,417 32,761 {51,234)

FUND BALANCES - BEGINNING OF YEAR 743,134 456 458 424429 1,763,793 307,139 _3.684953

FUND BALANCES - END OF YEAR 5820119 § 333808 3325507 $1.815210 §330.000 $3.643,719

See Notes lo Financial Statements
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EMMET COUNTY
RECONCILIATICN OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2005

Nel change in fund balances - total governmental funds ...........coeeveeevii e $(51,234)

Amounts reporied for governmental activities in the statement of aclivities
are different because:

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

Expenditures for capital assets

......................................................................... §666,818
Capital assets contributed by the lowa Deparlment of Transporiation 424,500
Loss on disposition of capital assets ..........cccooerireciccmnm (10,000}
Depreciation expense

(363.827) 747,491

Because some revenues will not be collected far several months after the County’s

year-end, they are not considered available revenues and are deferred in the
governmenlal funds as follows:

PrOperty 18X ..ot (42,612)

Proceeds from issuing long-lerm liabilities provide current financial resources to
governmental funds, but issuing debt increases long-term liabilities in the
Staternent of Net Assets. Repayment of long-term liabilities is an expenditure
in the governmental funds, bul the repayment reduces long-term liabilities in the

Statement of Net Assets. Current year debt repayments exceeded issues as
follows:

{9,681)
34,284 24,603

Some expenses reported in the Statement of Aclivilies do not require the use of

current financial resources and, therefore, are not reported as expenditures in
governmental funds, as follows:

Compensated bSentes ..o e e 12,190
The Internal Service Fund is used by managemenl! {o charge the costs of
employee health benefils o individual funds. The change in net assets of the

Internal Service Fund is reported with governmental activities............cc.ovivn 8,060

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

See Notes to Financial Slatements
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EMMET COUNTY
STATEMENT OF NET ASSETS
PROPRIETARY FUND
JUNE 30, 2005

Internal Service

Health Insurance

ASSETS
Cash and pooled INVESIMENLS ...t re v e e $ (2.060)
NET ASSETS & (2.060)

See Notes {o Financial Statements



EMMET COUNTY

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

YEAR ENDED JUNE 30, 2005

OPERATING REVENUES:
Reimbursements from operating funds
Reimbursements from employees

TOTAL OPERATING REVENUES

OPERATING EXPENSES:

Insurarice premiums and fees
TOTAL OPERATING EXPENSES
OPERATING INCOME

NONQOPERATING REVENUES:
Interest income

CHANGE IN NET ASSETS

NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

See Notes to Financial Stalements

PROPRIETARY FUND

11

Internal Service

Health Insurance

$300,710
166,400
467,110

459,386
_459.386

7,724



EMMET COUNTY
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
YEAR ENDED JUNE 30, 2005

Internal Service

Health Insurance
CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from operaling fund reimbursements ..........c...ccoerrccnivvire e, $300,710
Cash received from employees and others ........ . 166,400
Cash payments for premiums, fees, and other ... (459,386)
NET CASH PROVIDED BY OPERATING ACTIVITIES 7.724

CASH FLOWS FROM INVESTING ACTIVITIES:
IMEBFESE L e e et ettt s st ee e ene 336
NET CASH PROVIDED BY INVESTING ACTIVITIES 336
NET CHANGE IN CASH 8,060
CASH AT BEGINNING OF YEAR ..o nne i s st {10,120)
CASH AT END OF YEAR 2,060Q)

RECONCILIATIONS OF OPERATING INCOME TO NET CASH
PROVIDED BY CPERATING ACTIVITIES:
L oL =TT g Lo oo T U $ 7724
Adjuslmenits to reconcile operating income to net cash provided by
operating activities:
NOMIE e et s e e e e en s msen s e e e bns

NET CASH PROVIDED BY CPERATING ACTIVITIES 5. 7,724

See Notes to Financial Statements
12



EMMET COUNTY
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES

AGENCY FUNDS
JUNE 30, 2005
ASSETS
Cash and pooled investments:
COUNLY TIOASUIEN ... ... creserresrinssrsea s e e e s s s st et amnns s se s s e e srene s sas et smns saseeessasssssmnsemsmssenn $ 452,826
Other Counky OffICIAIS .........c.e e s s et mee e e e e s e areenssns s s s s et ssns st s emsememnerens 16,936
Properly tax receivable:
SUCCEBUING YEBM ..ot eer et et e eee e e e et e e e e e erE e eR 28080k em et e e e s nremmnon 8,337,027
TOTAL ASSETS 8,808,789

Due to other governments 8,794,154
TrUSES PAYADIE ... errrsr s rs ettt eess e ea et ae e a st sntenmtan b e snmnseet st er s artan 12,635

TOTAL LIABILITIES 8,806,789
NET ASSETS ]

Sea Notes to Financial Statements



EMMET COUNTY
NOTES TC FINANCIAL STATEMENTS
JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Emmet 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 government. Elections are on a partisan basis. Other elected officials
operate independently with the Board of Supervisors. These officials are the Auditor,
Treasurer, Recorder, Sheriff, and Attorney. The County provides numerous services to
citizens, including law enforcement, health and soclal services, parks and cultural
activities, planning and zoning, roadway conslruction and maintenance, and general
administrative services.

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

Reporting Entity

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

These financfal statements present Emmet 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 operational or financial relationships
with the County.

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

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

14



EMMET COUNTY
NOTES TO FINANCIAL STATEMENTS - Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Jointly Governed QOrganizations - The County also 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 since there is no ongoing financial interest or responsibility by
the participating governments. The County Board of Supervisors are members of or
appoint representatives to the following boards and commissions: Emmet County
Asgessor's Conference Board, Emmet County Emergency Management Commission,
Emmet County Joint E911 Service Board, and Emmet County Empowerment Board.
Financial transactions of these organizations are included in the County's financial
statements only to the extent of the County’s fiduciary relationship with the organization
and, as such, are reported in the Agency Funds of the County.

Basis of Presentation

Government-wide Financial Statements - The Statement of Net Assets and the Statement
of Activities report information on all of the nonfiduciary activities of the County and its
component units. For the most part, the effect of interfund activity has been removed from
these statements. Governmental activities are supported by property tax,
intergovemmental revenues and other nonexchange fransactions.

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

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

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

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

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

Fund Financial Statements - Separate financial statements are provided for governmental
funds, proprietary funds, and fiduciary funds, even though the latter is excluded from the
government-wide financial statements. Major individual govemmental funds are reported
as separate columns in the fund financial statements. All remaining governmental funds
are aggregated and reported as other nonmajor governmental funds.
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EMMET COUNTY
NOTES TO FINANCIAL STATEMENTS - Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Basis of Presentation - Continued
The County repaorts the following major governmental funds:

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

Special Revenue:

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

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

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

Additionally, the County reports the following funds:

The Debt Service Fund is utilized to account for the payment of interest and principal on
the County's general long-term debt.

Proprietary Fund - An internal service fund is utilized to account for the financing of
services purchased by one depariment of the County and provided to other departments
or agencies on a cosf-reimbursement basis.

Fiduciary Funds - Agency Funds are used to account for assets held by the County as an
agent for individuals, private organizations, certain jointly governed organizations, other
governmental units andfor other funds.

Measurement Focus and Basis of Accounting

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

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

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Measurement Focus and Basis of Accounting - Continued

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

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

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

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

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services in connection
with a proprietary fund's principal ongoing operations. The principal operating revenues of
the County's Interna! Service Fund are reimbursements from operating funds and
employees. Operaling expenses for internal service funds include the cost of services and
administrative expenses. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

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

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

Cash and Pooled Investments - The cash balances of most County funds are pooled and
invested. Interest eamed on investments is recorded in the General Fund, unless
otherwise provided by law. Investment in the lowa Public Agency Investment Trust is
valued at amortized cost. Non-negotiable cerfificates of deposits are stated at cost.

For purposes of the statement of cash flows, the County has no short-term investments to
be considered for classification as cash equivalents.
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EMMET COUNTY
NOTES TO FINANCIAL STATEMENTS - Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

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

Property tax revenue recagnized in these funds becomes due and collectible in September
and March of the fiscal year with a 1% per month penalty for delinquent payments, is
based on January 1, 2003 assessed property valuations, is for the tax accrual period

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.

Due from and Due 1o Other Funds - During the course of its eperations, the County has
numerous fransactions between funds. To the extent certain transactions between funds
had not been paid or received as of June 30, 2005, balances of interfund amounts
receivable or payable have been recorded in the fund financial statements.

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

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

Notes and Contracts Receivable - Long-term receivables of governmental funds are
reported on their respective balance sheets. To the extent these receivables are
considered "available spendable resources," they are recognized in the current period.
Recognition of governmental fund revenue represented by noncurrent receivables is
deferred until they become current receivables.
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EMMET COUNTY
NOTES TC FINANCIAL STATEMENTS - Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Assets, Liabilitles and Fund Equity - Continued

Capital Assets - Capital assets, which include property, equipment and vehicles, and
infrastructure assels (e.g. roads, bridges, curbs, gutters, sidewalks, and similar items
which are immovable and of value only to the government) are reported in the
govermmmental activities column in the government-wide staterment of net assets. Capital
assefs are recorded at historical cost or estimated 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 not o record infrastructure assets placed in service prior to
the fiscal year ended June 30, 2004. Reportable capital assets are defined by the County
as assets with initlal, individual costs in excess of the following thresholds and estimated
useful lives in excess of two years.

Infrastructure % 65,000
Land, buildings, and improvements 25,000
Equipment and vehicles 5,000

Property and equipment of the County is depreciated using the straight-line method over
the following estimated useful lives:

Estimated

Useful lives

Asset Class {In Years)
Buildings and improvements 25-50
Infrastructure 10 -60
Equipment 3.20
Vehicles 5-15

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

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

Deferred Revenue - Although certain revenues are measurable, they are not available.
Available means collectible within the current period or expected to be collected soon
enough thereafter to be used to pay liabilities of the cumrent 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 soon enough thereafter
to be used to pay liabilities of the current period. Deferred revenue consists of property
tax receivable and other raceivables not collected within sixty days after year-end.

Deferred revenue in the statement of net assets includes succeeding year property tax
receivable that will not be recognized as revenue until the year for which it is levied.
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EMMET COUNTY
NOTES TO FINANCIAL STATEMENTS - Continued

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Assets, Liabilities and Fund Equity - Continued

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

County employees accurnulate a limited amount of earned but unused sick leave. The
employee does not 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, ro liability
has been accrued.

Long-term Liabilities - In the government-wide financial statements, long-term debt and
other long-term obligations are reported as liabilities in the governmental activities
staternent of net assets. In the government fund financial statements, the face amount of
debt issued is reported as other financing sources.

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

Budgets and Budgetary Accounting
The budgetary comparison and related disclosures are reported as Required
Supplementary Information,

CASH AND POOLED INVESTMENTS

The County's deposits in banks at June 30, 2005 were entirely covered by Federal
depository insurance or by the State Sinking Fund in accordance with Chapter 12C of the
Code of lowa. This chapter provides for additional assessments against the depositories
to insure there will be no loss of public funds.

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

The County had investments in the lowa Public Agency Investment Trust which are valued

at an amortized cost of $§694,054 pursuant to Rule 2a-7 under the Investment Company
Act of 1940.
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EMMET COUNTY
NOTES TO FINANCIAL STATEMENTS - Continued

2, CASH AND POOLED INVESTMENTS - Continued

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

Concentration of Credit Risk - The County ptaces a five percent limit on the amount that
may be invested in any one issuer.

3. INTERFUND TRANSFERS

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

Transfer to Transfer from Amount

Special Revenue: Special Revenue:
Secondary Roads Rural Services $542.180
$542,180

Transfers generally move resources from the fund statutorily required to collect the
resources to the fund statutorily required to expend the resources.
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EMMET COUNTY
NOTES 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
Governmental activities:
Capital assets not being depreciated:
(= o L« RS $ 156,869 % 156,869
Construction in progress .................. 1106000 § 626000 1,732.000
Total capital assets not being
depreciated 1,262 869 626,000 1,888,869
Capital assets being depreciated:
(=011 a1y T - SR 2,220,876 118,142 2,339,018
Machinery and equipment .............. 4,714 075 347 176 $(248,460) 4,812,791
L6113 T=) 555,688 555,688

Total capital assets being depreciated 7,490,639 465,318 {248,460} 7.707.497

Less accumulated depreciation for:

Buildings .....c.ooecemnenennns 1,071,480 63,180 1,134,660
Machinery and equipment . 3,933,600 300,647 (238,460) 3,995,787
Other e 565,688 555,688
Total accumulated depreciation 5,560,768 363.827 {238,460) 5,686,135
Total capital assets being
deprecialed - net 1,929.871 101,491 (10,000) 2,021,362
Governmental activities capital
assets - net $3,192,740 § 727491 § (10,000) 53,910,231

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

Governmental activities:

Public safety and legal SErvites ... v $ 56,313
County environment and education ..o 17,597
Reads and transportation 206,995
AMINISIFALON ..o e e e 82,922
Total depreciation expense - governmental activities $363.827
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EMMET COUNTY
NOTES TO FINANCIAL STATEMENTS - Continued

5. DUE TO OTHER GOVERNMENTS

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

Fund Description Amount
Special Revenue:

Mental Health Services $ 145122
TOTAL FOR GOVERNMENTAL FUNDS $ 145122

Trust and agency:

Agricultural Extension Education Collections $ 101,603
County assessor Collections 304,310
Schoeols Collections 5,029,641
Community Colleges Collections 264,157
Corporations Collections 2,560,674
Townships and Fire Districts Collections 132,421
Auto license and use tax Collections 187,652
E-911 surcharge Collections 153,808
Empowerment funds Collections 25,258
All others Collections 34,630
TOTAL FOR TRUST AND AGENCY FUNDS $8,794, 154

6. CHANGES IN LONG-TERM LIABILITIES

A summary of changes in long-term liabilities for the year ended June 30, 2005 is as

follows:
Capital Lease
Notes Purchase Compensated
Payable Agreements Absences Total

Balance - beginning of year ..... $ 42,085 $ 19,140 $163,282  $224,507
INCreases ......ocovceeeveveeeeeenen, 9,681 9,681
DeCreases ....ovvvvin s inesriannen,s 25210 9,074 12,190 46,474
Balance - end of year $ 16,875 § 19,747 $151,092  $187,714
Due within one year $ 16,875 5_8.480 $1561.002  $176.447
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EMMET COUNTY
NOTES TO FINANCIAL STATEMENTS - Continued

6. CHANGES IN LONG-TERM LIABILITIES - Continued

Capital Lease Purchase Agreements
The County has entered into capital lease purchase agreements to lease four copy
machines with a total historical cost of $29,031.

The following is a schedule of future minimum lease payments, including interest ranging
from 1.5% to 16.496% per annum, and the present value of net minimum lease payments
under the agreements in effect at June 30, 2005.

June 30 Amount
2006 $ 9197
2007 7,640
2008 4,059
Total minimum lease payments 20,896
Less amount representing inferest ................ 1,149

Present value of net minimum lease payments § 19,747

Payments under capital lease purchase agreements for the year ended June 30, 2005
totaled $9,831.

Note Payable

The County has a line of credit frorn a local bank in the amount of $116,698, which expires
on April 5, 2006. Notes written under this line are for the purchase of computer software
and equipment. The outstanding balance as of June 30, 2005 was $16,875. Semi-annual
payments of $13,683, including interest at 6.125 percent are required.

Maturities required as of June 30, 2003 are as follows:

2008 ... e $ 16,875
TOTAL $ 16,875

7. PENSION AND RETIREMENT BENEFITS

The County confributes to the lowa Public Employees Retirement System {IPERS) which
is a cost-sharing multiple-employer defined benefit pension plan administered by the State
of lowa. IPERS provides retirement and death benefits which are established by state
statute to plan members and beneficiaries. IPERS issues a publicly available financial
report that includes financial statements and required supplementary information. The
report may be obtained by writing to IPERS, PO Box 9117, Des Moines, lowa 50306-9117,

24



7.

10.

EMMET COUNTY
NOTES TO FINANCIAL STATEMENTS - Continued

PENSION AND RETIREMENT BENEFITS - Continued

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 percentages for the year ended June 30, 2005
are 5.10% and 7.66%, respectively. For the year ended June 30, 2004, the contribution
rates for law enforcement employees and the County were 4.99% and 7.48%,
respectively, and for the year ended June 30, 2003, the contribution rates for law
enforcement employees and the County were 5.37% and 8.05%, respectively.
Contribution requirements are established by state statute. The County's contributions to
IPERS for the years ended June 30, 2005, 2004, and 2003 were $157,644, $158,694, and
$150,337, respectively, equal to the reguired contributions for each year.

OPERATING LEASES

The County has entered into noncancelable agreements to lease office space. The leases
require monthly lease payments of $1,591 and $500 and expire in September 2007 and
June 2007, respectively.

The following is a schedule of the future minimum lease payments under these
agreements at June 30, 2005:

June 30, Amount
2006 ..o e $ 25,002
2007 ..... 25,092
2008 ..o et 4773
TOTAL $54,957

Total rent expense for the year ended June 30, 2005 was $24,744.

RISK MANAGEMENT

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

CONSTRUCTION COMMITMENTS

The County has entered into contracts totaling approximately $2,453,000 for roadway
paving and bridge construction. As of June 30, 2005, costs of approximately $1,732,000
have been incurred. The balance remaining on the contracts of approximately $721,000
will be paid as work on the projects progress, primarily from the lowa Department of
Transportation Farm to Market Road Fund.
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REQUIRED SUPPLEMENTARY INFORMATION



EMMET COUNTY
BUDGETARY COMPARISON SCHEDULE OF
RECEIPTS, DISBURSEMENTS AND CHANGES IN BALANCES -

BUDGET AND ACTUAL (CASH BASIS) - ALL GOVERNMENTAL FUNDS

REQUIRED SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 2005

Less
Funds not
Required
to be
Actual Budgeted
RECEIPTS:
Property and other County tax ... $3,020,729
Interest and penalty on property tax 34,927
Intergovernmental ..o e 2,807,250
Licenses and permits ........ccccoviviiineiienvic e 1,324
Charges for ServiCe ........ccccceveeeveeceveee e 287,853
Use of money and property ..o 77477
MISCEIANEOUS ...oroiiiee ittt et s re e en 325477 $ 15968
TOTAL RECEIPTS 6.555.037 15,968
DISBURSEMENTS:
Public safety and legal Services ... 1,004,118
Physical heallh and social services ... 529,664
Mental health ... 1,411,226
County environment and education Services .......ccceeveeeeeeeeenn 293,502 35,562
Roads and transportation ... 1,936,145
Governmental services to residenis 308,839
Administrative services ........................ 737,915
Dabt SEMVICE ....v.vvvirivrireini e einies 27,367
Capital Projesls ..o e 225,768
TOTAL DISBURSEMENTS 6.564.544 35,562
EXCESS (DEFICIENCY) OF RECEIPTS
OVER {UNDER} DISBURSEMENTS {9,507) (19,594)
BALANCE - BEGINNING OF YEAR ... 3,291,800 103,408
BALANCE - END OF YEAR $3,282,393 $ 83814

See Accompanying Independent Auditors' Report
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Final to

Actual
Variance -
Budgeted Amounts Positive
Net Original Final (Neqative)
$3,020,729 $3,034,164 $3,034,164 $ (13,435)
34,927 15,300 15,300 19,627
2,807,250 2,800,186 2,800,186 7.064
1,324 2,700 2,700 (1,376}
287,853 298,035 335,035 (47,182)
77477 105,127 105,127 (27,650)
__309.5089 49,040 49,040 260,469
6,539,069 6,304,652 6,341,552 197 517
1,094,118 1,121,930 1,140,930 46,812
529,664 568,281 571,281 41,617
1,411,226 1,469,347 1,492,977 81,751
257,940 336,221 336,221 78,281
1,936,145 2,504,013 2,504,013 567,868
308,839 312,752 337,752 28,913
737,915 805,875 805,875 67,960
27,367 28,821 28,821 1,454
225,768 337,334 337.334 111,566

6,528,982 7,484,574 7.555.204 1.026,222

10,087 (1,180,022) (1,213,652) 1,223,739

3,188,492 2,506,443 2,506,443 682,049

$3,198579  $1326.421 $1,292.701 $1.905788

See Accompanying Independent Auditors’ Report
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EMMET COUNTY
BUDGETARY COMPARISON SCHEDULE - BUDGET TC GAAP RECONCILIATION
REQUIRED SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 2005

Governmental Funds

Modified
Cash Accrual Accrual
Basis Adjustments Basis

Revenues ..., $6,555,037 $ 22,126 $6,577,163
Expenditures ........oocvvcemeie v cv v mrenrn e e 5,564,544 63,853 6,628,397
Net (9,507) (41,727) (51,234)
Beginning fund balances ............cccovcevcvceceeeecen. 3,291,800 403,053 3,694,953
ENDING FUND BALANCE $3,282.393 $ 361326 $3,643,719

See Accompanying Independent Audilors’ Report
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EMMET COUNTY
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION - BUDGETARY REPORTING
JUNE 30, 2005

This budgetary comparison is presented as Required Supplementary Information in accordance
with Governmentat Accounting Standards Board Statement No. 41 for governments with
significant budgetary perspective differences resulting from not being 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
far each of the different County offices and departments. The budget may be amended during
the year ulilizing similar statutorily prescribed procedures. Encumbrances are not recognized
on the cash basis budget and appropriations lapse at year end.

Formal and legal budgetary control is based upon 10 major classes of expenditures known as
functions, not by fund or fund type. These 10 functions are: public safety and legal services,
physical health and social services, mental health, county environment and education, roads
and transportation, governmental services to residents, administration, non-program, debt
service and capital projects. Function disbursements required to be budgeted include
disbursements for the General Fund, Special Revenue Funds, Debt Service Fund, and Capital
Projects Funds. Although the budget document presents function disbursements by fund, the
legal ievel of control 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, one budget
amendment increased budgeted disbursements by $70,630. This budget amendment is
reflected in the final budgeted amounts.

In addition, annual budgets are similarly adopted in accordance with the Code of lowa by the
appropriate governing body as indicated: for the County Extension Office by the County
Agricultural Extension Council, for the County Assessor by the County Conference Board, for
the E911 System by the Joint E911 Service Board and for Emergency Management Services by
the County Emergency Management Commission.
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EMMET COUNTY
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS
JUNE 30, 2005

ASSETS
Resource Recorder's
Enhancement Records
and Protection Management
CASH AND POOLED INVESTMENTS ..oovccvivrvvcenrrernees $ 18,940 $ 13,525
RECEIVABLES:
ACCOUNTS .ooviiiiiiierccccereee e 645
Notes and contracts receivable ...
Drainage assessments ... e
TOTAL ASSETS 5 18,940 $ 14,170

LIABILITIES AND FUND BALANCES

LIABILITIES:
Accounts payable ...,
Deferred revenue;

L0 { o= U
TOTAL LIABILITIES
FUND EQUITY:
Fund balances:

UNreserved ........oooveieiiiiiiee e $ 18,940 $ 14170
TOTAL FUND EQUITY 18,940 14,170
TOTAL LIABILITIES AND

FUND BALANCES § 18,940 $ 14470

See Accompanying Independent Auditors’ Repart
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Schedule 1

Special Revenue

Conservation

Land Acquisition Revolving

Trust Loan

$ 40,379 $176,038
53,374

$ 40379 $229.412
$ 53374

53,374

$ 40.379 176.038
40,379 176,038

$ 40,379 $220.412

See Accompanying Independent Audilors' Report
3

Recorder's
Electronic Drainage
Transfer Districts Total
$ 11,204 $ 83,825 $343,911
645
53,374
337 337
$ 11,204 $ 84,162 $398,267
$ 4,645 $ 4645
348 53,722
4,993 58,367
3 11,204 79,169 339,800
11,204 79,169 339,800
§ 11,204 $ 84162  $398,267



EMMET COUNTY

COMEINING SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES

NONMAJOR GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2005

REVENUES:
intergovernmental ........ccocoeeveeciiiinice.
Charges for service .......cccccoeeveeevereeeeene..
Use of money and property .......ccocccocvve
Miscellaneous .....eceoecievinieeiie e
TOTAL REVENUES

EXPENDITURES:
Operating:
County environment and education
SEIVICES...ieii e ccrevserr v rnerr e s
Govermnmental services to residents .........
Debt SEMVICE ... s
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER}) EXPENDITURES

FUND BALANCES - BEGINNING OF YEAR

FUND BALANCES - END OF YEAR

Resource

Enhancement

and Protection

$ 9,408
264

9672

3,178

3178

6,484

12,446

$.18.940

Conservation
Recorder's Land
Records Acquisition
Management Trust
$ 2,564
232 ) 776
2,796 776
2,796 776
11,374 39,603
§ 14,170 540,379

See Accompanying Independent Auditors’ Report
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Special Revenue

Schedule 2

Recorder's
Revalving Electronic Drainage Debt
Loan Transfer Districts Service Total
$ 27,367 $ 36,775
$ 14,196 16,760
470 1,742
$ 62481 $ 15,968 78,449
62,481 14,666 15,968 27.367 133,726
4,800 39,384 47,362
26,236 26,236
- — 27,367 __27.367
4,800 26,236 39,384 27.367 100,965
57,681 (11,570) (23,416) 32,761
118,357 22774 102,585 307,139
£176.038 $ 11,204 $ 79,169 $§ __ $339,900

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

Agricultural
County Extension County
Offices Education Assessor
ASSETS
CASH AND POOLED INVESTMENTS:
County Tre@surer .......occcoeeeenerrreereerereeeesereeens $ 57134
Other County officials .........ccocoomieieee e $ 16,936
RECEIVABLES:
Property tax:
Succeeding year ....... T $101,603 247 176
TOTAL ASSETS $ 16,936 $101.603  $304.310
LIABILITIES
LIABILITIES:
Due to other governments ........ccccecvvevveeveveeeeeee. 3 4,301 $101,603 $304,310
Trusts payable ... 12,635
TOTAL LIABILITIES $ 16,936 $101,603 $304.310

See Accompanying Independent Auditors’ Report
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Agency Funds

Schedule 3

Townships  Auto License
Community and and E-911

Schools Colleges Corporations Fire Districts Use Tax Surcharge
187,652 $153,808

$5,029 641 $264 157 $2,560,674 $132.421
$5,029641  $264,157 $2,560,674 $132.421 $187,662 $153,808
$5,029,641 $264,157 $2,560,674 $132,421 $187.652 $153,808
$5,020641  $264,157 $2,560,674 $132.421 $187,662 $153,808

See Accompanying Independent Auditors’ Report
35



EMMET COUNTY
COMBINING SCHEDULE OF FIDUCIARY ASSETS AND LIABILITIES - Continued

AGENCY FUNDS
JUNE 30, 2005

Schedule 3

Agency Funds

Empowerment
Fund Other Total
ASSETS
CASH AND POOLED INVESTMENTS:
County Treasurer .. $ 25,258 $ 28974 § 452,826
Other County offi CIals ............................................. 16,936
RECEIVABLES:
Property tax:
Succeeding Year ... 1,355 8,337.027
TOTAL ASSETS $ 25258 $ 30329 §$8,806,780
LIABILITIES
LIABILITIES:
Due to ofher governments ..........cce i niciii s $ 25,258 $ 30,329 $8,794,154
Trusts payable ........cccocv i, 12,635
TOTAL LIABILITIES $ 25268  § 30320 $8,806,789

See Accompanying Independent Auditors' Report
36



EMMET COUNTY
COMBINING SCHEDULE OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUNDS
YEAR ENDED JUNE 30, 2005

Agricultural
County Extension County
Offices Education Assessor
BALANCE - BEGINNING OF YEAR ........ccccccvueeee.. § 16,640 $ 98,471 §297,782
ADDITIONS:
Property and other County fax o 96,827 235,520
911 surcharge ..
State tax credlts e rerenrer e ettt e e erae 7,423 18,117
Office fees and collechons ................................... 263,846 7,392
Auto licenses, use tax, and postage ...................,
Trusts .. 139,958
Mlscellaneous
TOTAL ADDITIONS 403,504 104,250 261.029
DEDUCTIONS:
Agency Remiftances:
To Other fUNAS ..o e e 116,986
To other governments 148,720 101,118 254 501
Trusts paid out . 137,902
Miscellaneous .
TOTAL DEDUCTIONS 403,608 101,118 254,501
BALANCE - END OF YEAR $_16,936 $101,603 $304.310

See Accompanying Independent Auditors' Report
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Agency Funds

Schedule 4

Townships Auto License
Community and Fire and E-911
Schools Colleges Corporations Districts Use Tax Surcharge
$5,310,524 $236,140 $2,711.450 $127.903 $ 198,245 $203,022
4,769,004 252,705 2,442,819 126,739
66,013
401,202 17,800 171,374 9,452
2,396,614
7,875 10
5,170,206 270,505 2,614,193 136,191 2,404,489 66,023
96,546
5,451,089 242,488 2,764,969 131,673 2,318,536 115,237
5451.089 242 488 2,764,969 131,673 2,415,082 115,237
$5.029.641 $264,157 $2,560,674 $132,421 3 187,652 $153.808

See Accompanying Independent Auditors' Report
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EMMET COUNTY

Schedule 4

COMBINING SCHEDULE OF CHANGES IN FIDUCIARY ASSETS AND LIABILITIES -

Continued
AGENCY FUNDS
YEAR ENDED JUNE 30, 2005

Agency Funds

Empowerment
Fund Other Total
BALANCE - BEGINNING OF YEAR ........cccvemeenneee. $ 50162 $ 33255 $ 9.283,594
ADDITIONS:
Property and other County 1aX e 49,170 7,972,784
911 surcharge .. 66,013
State tax credlts ................................................... 14,033 639,401
Office fees and collections .........cccoveeiiivivieiiinenen. 8,342 279,680
Awuto licenses, use tax, and postage ..................... 2,396,614
Trusts .. 139,058
Mlscellaneous 102,928 114,617 225430
TOTAL ADDITIONS 102,928 186,162 11,719,880
DEDUCTIONS:
Agency Remittances;
Tootherfunds ..o, 213,532
To other govermments .., 189,088 11,717,419
Trusts paid out .............. 137,902
Miscellaneous .........ccccecevciinee e 127,832 127.832
TOTAL DEDUCTIONS 127.832 189,088 12,196,685
BALANCE - END OF YEAR $ 25258 § 30329 § 8.806.789

See Accompanying Independent Auditors' Report
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EMMET COUNTY

Schedule 5

SCHEDULE OF REVENUES BY SOURCE AND EXPENDITURES BY FUNCTION -

ALL GOVERNMENTAL FUNDS
FOR THE LAST FOUR YEARS

Modified Accrual Basis

2005 2004 2003
REVENUES:
Property and other County tax ........... $3,021,031 $3,388,885 $3,100,488
Interest and penalty on property tax ... 35,119 26,088 22,569
Intergovernmental ..o 2,834,531 2,828,622 2,851,652
Licenses and permits .......ccccoovcevneenn. 1,324 4,275 2,140
Charges for service .....ccccceviviiiieninnns 277,507 297,913 267,246
Use of money and property .......c........ 75,6857 54,623 135,383
Miscellaneous .......c.ococeveeeeeeeeene 331,994 195,987 160,080
TOTAL $6,577,163 $6,796,393 $6,530.558
EXPENDITURES:
Operating:
Public safety and legal services ...... $1,101,629 $1,100,948 $1,049,707
Physical health and social services . 528,634 560,765 535,644
Mental health ...........cccoeieeeerns 1,421,808 1,369,753 1,396,576
County envirenment and education
SEIVICES ..vviverirarirensnrrererasmssraseeaecosnns 295,005 328,496 344,091
Roads and transportation 1,976,853 1,791,530 2,228,787
Governmental services to residents 307,658 271,780 216,468
Administrative services .................. 743,178 727,274 835,205
Debt service 27,367 27,367 105,350

Capital projects ...c.coceeeeevcieeeiiceeees

TOTAL

* Not available

156,606

226 264 N 344 522

$6,628,397 $6,334.519 $7.056.350

See Accompanying Independent Auditors’ Report
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPALINCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Officials of Emmet County:

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of Emmet County, lowa, as of and for
the year ended June 30, 2005, which collectively comprise the County’s basic financial
statements listed in the table of contents and have issued our report thereon dated October 5,
2005. We conducted our audit in accordance with U.S. generally accepted auditing standards
and the standards applicable to financial audits contained in Government Audifing Standards,
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

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

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation fo the financial statements
being audited may occur and not be detected within a timely peried by employees in the normal
course of performing their assigned functions. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control that might be
reportable conditions and, accordingly, would not necessarily disclose all reportable conditions
that are also considered to be material weaknesses. However, of the reportable conditions
described above, we believe item [-A-05 is a material weakness.
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Compliance and Other Matters

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

Comments involving statutory and other legal matters about the County's operations for the year
ended June 30, 2005 are based exclusively on knowledge obtained from procedures performed
during our audit of the financial statements of the County. Since our audit was based on tests
and samples, not all transactions that might have had an impact on the comments were
necessarily audited. The comments involving statutory and other legal matters are not intended
o constitute legal interpretations of those statutes.

This report, a public record by law, is intended solely for the information and use of the officials,
employees, and citizens of Emmet County and other parties to whom Emmet County may
report. This report is not intended to be and should not be used by anyone other than these
specified parties.

We would like to acknowiedge the many courtesies and assistance extended to us by personnel

of Emmet County during the course of our audit. Should you have any questicns concerning
any of the above matters, we shall be pleased to discuss them with you at your convenience.

[ ok Pt

October 5, 2005
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EMMET COUNTY
SCHEDULE OF FINDINGS
FOR THE YEAR ENDED JUNE 30, 2005

Part I: Findings Related to the General Purpose Financial Statements

Instances of Non-Compliance:

No matters were reported.

Reportable Conditions:

I-A-05

I-B-05

Seqreqation of Duiies - One significant aspect of internal accounting control is the
adequate segregation of duties among employees in order to minimize an individual
employee or official from handling duties which are incompatible. The segregation of
dulies helps to prevent losses from unintentional employee errors or dishonesty and
improves the reliability and accuracy of the County's financial statements. We noted
that in each of the offices of the basic County officials there were several accounting
functions that were being performed by the same person.

Recommendation - We recognize that with a limited number of office employees
segregation of duties is difficult. However, accounting controls may be improved by
having certain procedures performed by only one person for a given period of time and
then rotaling the responsibilities for a control function sometime during the year. In
some instances, the County official should consider delegating certain responsibilities
to deputies and provide the main supervision and review function themselves. In all
instances where it is not possible to segregate duties, it is important to increase the
review of that work by supervisory personnel.

Response - We will continue to segregate duties the best we can with the limited
number of perscnnel we have.

Conclusion - Response accepted.

Sheriff's Office Accounts - During our audit, we noted the Sheriff's office maintains
separate financial institution accounts for drug investigations, DARE, canine, and
posse. These accounts are maintained and controlled by the Sheriff but have minimal
activity. In addition, the activity in these accounts is not reported to or approved by the
Board of Supervisors.

Recommendalion - We recommend these four accounts be closed and remitted fo the
County Treasurer to maintain on behalf of the Sheriff's Office.

Response - We will discuss closing these accounts and remitting the funds to the
County Treasurer with the County Sheriff. If not done, we will ask that activity in these
accounts be reported to the Board of Supervisors for approval.

Canclusion - Response accepted.
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EMMET COUNTY
SCHEDULE OF FINDINGS - Continued
FOR THE YEAR ENDED JUNE 30, 2005

Part I: Findings Related fo the General Purpose Financial Statements

Reportable Conditions - Continued

-C-05 Inventory Controls - During our tesling of inventory pricing, we found that prices for
certain items had not been updated to the current cost. As new items are received,
the unit cost of these items should be updated in the inventory system.

During our test counts, we also noted several discrepancies from the quantify we
counted to the quantity shown on the inventory listing. It appeared that many items
had not been physically counted at the fiscal year ending June 30, 2005 and that the
inventory listing had not been properly updated to reflect actual quantities.

Recommendation - We recommend that procedures be implemented for a physical
inventory count of all items on at least an annual basis. Obsolete inventory items
should be disposed of or physically separated with unit costs adjusted to salvage
value. The unit price and quantity of each item should be reviewed and updated on
the inventary listing. In addition, training may be necessary with the computer
software used to maintain the inventory lists.

Response - We will perform a complete physical inventory count on an annual basis.
Obsolete items will be disposed of or physically separated with unit costs adjusted to
salvage value. Inventory quantities and unit prices will be updated on a regular basis.
If necessary, training regarding use of inventory control software will be provided to the
applicable employees.

Conclusion - Response accepted.

I-D-05 Depreciation Schedule - The County is required to maintain a depreciation schedule
for its capital assets. Currently the County ulilizes a computerized spreadsheet to
maintain this information. However, since the County cannot make revisions to the
spreadsheet, frequent correcting adjustments must be entered fo keep the information
accurate and available reports are very limited.

Recommendation - We recommend the County utilize a computer software program
specifically designed for maintaining the cost and accumulated depreciation for capital
assets. We would be pleased to assist you with this process.

Response - We will convert our depreciation schedule to a specifically designed
computer software program.

Conclusion - Response accepted.
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EMMET COUNTY
SCHEDULE OF FINDINGS - Continued
FOR THE YEAR ENDED JUNE 30, 2005

Part ll: Other Findings Related to Reguired Statutory Reporting

[-A-05

1-B-05

11-C-05

[I-D-05

I-E-05

Official Depositories - A resolution naming official depositories has been adopted by
the Beard. The maximum deposit amounts stated in the resolution were not exceeded
during the year ended June 30, 2005.

Certified Budget - Disbursements for the year ended June 30, 2005 did not exceed the
amounts budgeted.

Questionable Expenditures - No expenditures that we believe may not meet the
requirement of public purpose as defined in an Attorney General's opinion dated
April 25, 1979 were noted.

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

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

Name, Title, and Business Connection Description Amount

Elaine Kaitved, spouse of employee
Dave Kaltved, independent contractor Cleaning $ 1,099

Mike Martens, Deputy Sheriff, Owner of
M & M Accessories Services 1,050

Norman Shryock, employee, owner of
Shryock Painting Services 682

Terry Reekers, EMA Coordinator,
independent contractor Mowing 563

Don Miller, spouse of employee
Colleen Miller, independent contractor Repairs 204

Dale Juhl, spouse of County Auditor
Beverly Juhl, independent confractor Election worker 86

In accordance with Chapter 331.342 of the Code of lowa, these transactions do not

appear to represent conflicts of interest since total transactions with each individual
were less than $1,500 during the fiscal year,
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EMMET COUNTY
SCHEDULE OF FINDINGS - Continued
FOR THE YEAR ENDED JUNE 30, 2005

accordance with statutory provisions. The amount of coverage should be reviewed

investment provisions of Chapter 12B and 12C of the Code of iowa and the County's

Resource Enhancement and Protection Cerification - The County properly dedicated
property tax revenue to conservation purposes as required by Chapter 455A.19(1}(b}

Part ll:_Other Findings Related to Required Statutory Reporting - Continued

II-F-05 Bond Coverage - Surety bond coverage of County officials and employees is in
annually to ensure that coverage is adequate for current operations.

1I-G-05 Board Minutes - No transactions were found that we believe should have been
approved in the Board minutes but were not.

[I-H-05 Deposits and Investmenis - No instance of noncompliance with the deposit and
investment policy were noted.

1I-1-05
of the Code of lowa in order to receive the additional REAP funds allocated in
accordance with subsections (b)(2) and (b)(3).

[I-J-05

County Extension Office - The County Extension Office is operated under the aulkority
of Chapter 176A of the Code of lowa and serves as an agency of the State of lowa.
This fund is administered by an Extension Council separate and distinct from County
operations and, consequently, is not included in the government-wide financiat
statements.

Disbursements during the year ended June 30, 2005 for the County extension office
did not exceed the amount budgeted.
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