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INDEPENDENT AUDITOR'S REPORT

To the Policy Council

Southwest Iowa Planning Council and
Southwest Iowa Transit Agency

Atlantic, Iowa

We have audited the accompanying balance sheets of Southwest Iowa Planning Council, including
Southwest Iowa Transit Agency, as of June 30, 2005 and 2004, and the related statements of
support, revenues, expenses, and changes in net assets, and cash flows for the years then ended.
These financial statements are the responsibility of the Organization's management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. 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 believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Southwest Iowa Planning Council, including Southwest Iowa Transit Agency,
as of June 30, 2005 and 2004, and the results of its operations, changes in net assets, and cash flows

for the years then ended in conformity with accounting principles generally accepted in the United
States of America.

The Organization has not presented Management’s Discussion and Analysis that accounting
principles generally accepted in the United States of America has determined is necessary to
supplement, although not required to be part of, the basic financial statements.

In accordance with Government Auditing Standards, we have also issued our report dated
October 17, 2005 on our consideration of Southwest Iowa Planning Council’s, including
Southwest Iowa Transit Agency, internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and 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.




To the Policy Council
Southwest Iowa Planning Council and
Southwest lowa Transit Agency

Our audits were made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The accompanying information (shown on pages 13 through 15) including the
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 audits
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.

Rl Bt B = 00, 0-C

Atlantic, Jowa
October 17, 2005




SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Balance Sheets

June 30,
ASSETS
2005 2004
Current Assets:
Cash $ 241,827 $ 143,182
Accounts receivable 342,950 219,340
Prepaid expenses 1,313 8,743
Total current assets 586,090 371,265
Internally Designated Assets 242,333 141,109
Capital Assets:
Depreciable capital assets, net 800,745 664,711
Non-depreciable capital assets 17.000 17,000
817,745 681.711
Total assets $ 1646,168 $ 1,194,085
LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts payable $ 302412 $ 162,910
Accrued employee compensation 38,113 33,311
Payroll taxes withheld and accrued 146 1,526
Deferred fares revenue 1,416 1,416
Total current liabilities 342,087 199,163
Net Assets: .
Invested in capital assets, net of related debt 817,745 681,711
Unrestricted 486,336 313,211
Total net assets 1,304,081 994,922
Total liabilities and net assets $ 1646168 $ 1,194,085

The accompanying notes are an integral part of these statements.
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SOUTHWEST IOWA PLANNING COUNCIL

Statements of Support, Revenues, Expenses and Changes in Net Assets

INCLUDING

SOUTHWEST IOWA TRANSIT AGENCY

Year ended June 30,

Public Support and Revenues:

Public support
Revenues

Expenses:
Salaries
Bad debts
Depreciation
Dry hydrant expense
Employee benefits
Insurance
Lubricants and fuel
Miscellaneous
Payroll taxes
Postage

Purchased transportation
Repairs and maintenance

Space costs
Grant administration
Transit operations

Income (Loss) from Operations

Non-Operating Revenue:
Interest income
Capital grants
Gain on sale of assets

Excess of Support and Revenues Over Expenses
and Increase in Net Assets

Net Assets Beginning of Year

Net Assets End of Year

2005 2004
$ 963,001 827,091
737,023 749,182
1,700,024 1,576,273
663,310 699,563
2,648 640
181,229 172,236
-- 7,500
41,754 35,663
138,642 145,719
209,842 188,034
56 92
95,485 99,490
1,165 847
51,011 41,730
92,697 112,576
32,415 35,612
23,799 28,289
114,516 42.875
1,648,569 1,610,866
51,455 34,593)
2,596 621
253,326 154,781
1,782 31,767
257,704 187,169
309,159 152,576
994,922 842,346
$ 1,304,081 994,922

The accompanying notes are an integral part of these statements.
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Statements of Cash Flows

Year ended June 30,
2005 2004
Cash flows from operating activities:

Cash received from customers and agencies $ 1,680,808 $ 1,576,490

Cash paid to suppliers ( 794,168) ( 711,556)

Cash paid to employees ( 658.,508) _( 692,331)

Net cash provided by operating activities 228,132 172,603
Cash flows from capital and related financing activities:

Capital expenditures ( 181,800)  ( 144,832)

Proceeds from capital grants 146,284 79,427

Proceeds from sale of assets 4,657 36,127

Net cash used in capital and related financing
activities ( 30,859) ( 29,278)
Cash flows from investing activities:

Interest received 2,596 621
Net increase in cash 199,869 143,946
Cash at beginning of year 284,291 140,345
Cash at end of year $ 484,160 § 284291
Reconciliation of cash to the balance sheets:

Cash in current assets $ 241,827 $ 143,182

Cash in designated assets 242,333 141,109

Total cash at end of year $ 484,160 §$ 284,291
Reconciliation of operating income (loss) to net

cash provided by operating activities:
Operating income (loss) $ 51,455 $( 34,593)
Adjustments to reconcile operating income
(loss) to net cash provided by operating activities
Depreciation 181,229 172,236
Bad debts 2,648 640
Change in assets and liabilities
Accounts receivable, operating ( 19,216) 7,555
Prepaid expenses 7,430 ( 7,970)
Accounts payable, trade 1,164 35,350
Accrued employee compensation 4,802 7,232
Payroll taxes withheld and accrued ( 1,380) ( 509)
Deferred grant revenue -- ( 7.338)
Total adjustments 176.677 207,196
Net cash provided by operating activities $ 228,132 $ 172,603

The accompanying notes are an integral part of these statements.
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Notes to Financial Statements
June 30, 2005 and 2004

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

A summary of the Organization's significant accounting policies applied in the preparation of
the accompanying financial statements follows.

1. Reporting Entity

Southwest Iowa Planning Council is a voluntary organization formed by the representatives
of Harrison, Shelby, Cass, Fremont, Pottawattamie, Mills, Montgomery and Page counties in
accordance with Chapter 28E of the Code of Iowa. The purpose of the Organization is to
make comprehensive studies and plans for the development of the area it serves, to eliminate
planning duplications, to promote governmental economy and efficiency, and to otherwise
guide the unified development of the area. The Organization is governed by a seventeen
member council appointed for one year terms. Southwest Iowa Transit Agency was formed
to administer the transit services for District 13. The Transit Agency is not a separate and
distinct entity from the Planning Council. As a combined group of political subdivisions, the
Organization is exempt from income taxes.

The Organization has considered all potential component units for which it is financially
accountable, and other entities for which the nature and significance of their relationship with
the Organization are such that exclusion would cause the Organization’s financial statements
to be misleading or incomplete. The criteria for determining financial accountability include:
appointing a majority of an entity’s governing body, and (a) the Organization’s ability to
impose its will on that entity, or (b) the potential for the entity to provide benefits to or
impose financial burdens on the Organization. The Organization has no component units.

2. Fund Accounting

The accounts of the Organization are organized on the basis of funds, each of which is
considered to be a separate accounting entity. The operations of each fund are accounted for
by providing a separate set of self-balancing accounts which comprise its assets, liabilities,
net assets, support, revenues and expenditures. The various kinds of funds are indicated
below:

Unrestricted Funds - The Unrestricted Funds account for resources not restricted for
identified purposes by donors and grantors. These funds represent resources over which
the Organization has discretionary control to use in carrying on its operations.

The accompanying financial statements have been prepared using the proprietary fund
method of accounting whereby revenues and expenses are recognized on the accrual basis of
accounting in conformity with accounting principles generally accepted in the United States
of America. Revenues are recognized when earned and expenses are recorded when the
liability is incurred.




SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Notes to Financial Statements
June 30, 2005 and 2004

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES — Continued

3. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

4. Accounting Standards

The Organization reports its financial activity in accordance with all applicable
Governmental Accounting Standards Board (GASB) pronouncements as well as applicable
Financial Accounting Standards Board (FASB) pronouncements unless those
pronouncements conflict with or contradict GASB pronouncements.

5. Accounts Receivable

The Organization considers accounts receivable to be fully collectible, accordingly, no
allowance for doubtful accounts is required. If amounts become uncollectible, they will be
charged to operations when that determination is made.

6. Investments

Investments are reported at fair value except for short-term highly liquid investments that
have a remaining maturity at the time they are purchased of one year or less. These
investments are carried at amortized cost. Interest, dividends, and gains and losses, both
realized and unrealized, on investments are included in non-operating revenue when earned,
unless restricted by donor or law.

7. Capital Assets

The Organization’s capital assets are reported at historical cost. Contributed capital assets
are reported at their estimated fair value at the time of their donation. Capital assets with
lives in excess of four years and cost in excess of $1,000 are capitalized. These capital
assets, other than land, are depreciated or amortized (in the case of capital leases) using the
straight-line method of depreciation using their estimated useful lives (ten to forty years for
buildings and land improvements and five to ten years for equipment). Capital assets and
depreciation expense were not recorded by the Organization prior to 1985.




SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Notes to Financial Statements
June 30, 2005 and 2004

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued
8. Grant Revenue

Grant proceeds for operating activities are recorded in income as they are earned and are
reported as a part of transit and planning council support and revenues. Capital grants are
recorded as non-operating revenue. Grant proceeds received but not expended are shown as a
deferred revenue on the balance sheet.

9. Cash and Cash Equivalents

For purposes of the statement of cash flows, the Organization considers all highly liquid debt
instruments purchased with an original maturity of three months or less to be cash
equivalents.

10. Net Assets

Net assets of the Organization are classified in four components. Net assets invested in
capital assets net of related debt consist of capital assets net of accumulated depreciation and
reduced by the current balances of any outstanding borrowings used to finance the purchase
or construction of those assets. Restricted expendable net assets are noncapital net assets that
must be used for a particular purpose, as specified by creditors, grantors, or contributors
external to the Organization. Restricted nonexpendable net assets equal the principal portion
of permanent endowments. Unrestricted net assets are remaining net assets that do not meet
the definition of invested in capital assets net of related debt or restricted.

NOTE B - DESIGNATED NET ASSETS

Of the $486,336 ($313,211 as of June 30, 2004) of unrestricted net assets as of June 30, 2005,
$242,333 ($141,109 for 2004) has been designated by the Organization’s Policy Council for
capital acquisitions. These assets remain under the control of the Policy Council, which may,
at its discretion, later use the funds for other purposes.

NOTE C - DEPOSITS

The Organization’s deposits at June 30, 2005 were entirely covered by federal depository
insurance or the State Sinking Fund in accordance with Chapter 12C of the Code of Iowa.
This chapter provides for additional assessments against the depositories to ensure there will
be no loss of public funds. Investments are stated as indicated in Note A.




SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Notes to Financial Statements
June 30, 2005 and 2004

NOTE C - DEPOSITS - Continued

The Organization is authorized by statute to invest public funds in obligations of the United
States Government, its agencies and instrumentalities; certificates of deposit or other
evidences of deposit at federally insured depository institutions approved by the Policy
Council; 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 certificates of a drainage

district.

The composition of internally designated assets, which consists entirely of cash, is as follows:

2005 2004
Internally Designated Assets:
Building replacement $ 29,336 $ 9,016
Equipment replacement 16,706 11,805
Vehicle replacement 196,291 120,288

h) 242333 § 141,109

NOTE D - CAPITAL ASSETS

Capital assets, additions, disposals and balances for the years ended June 30, 2005 and 2004

were as follows:

Balance Balance
Cost 2004 Additions Disposals 2005
Land Improvements $ 54317 % 7900 $ -- $ 62,217
Buildings 233,902 -- -- 233,902
Equipment 166,440 47,806 1,390 212,856
Vehicles 1,870,399 264,432 13,300 2,121,531
2,325,058 320,138 14,690 2,630,506
Depreciation
Land Improvements 11,349 3,741 - 15,090
Buildings 61,399 5,847 -- 67,246
Equipment 140,437 9,212 1,047 148,602
Vehicles 1,447,162 162,429 10,768 1,598,823
Total Depreciation 1,660,347 181,229 11,815 1,829,761
Depreciable Capital
Assets, Net 3 664711 $ 138909 § 2875 § 800,745
Non-Depreciable
Capital Assets:
Land $ 17000 $ -- $ -- $ 17,000

-10 -




Cost

Land Improvements
Buildings
Equipment
Vehicles

Depreciation

Land Improvements
Buildings
Equipment
Vehicles

Total Depreciation

Depreciable Capital
Assets, Net

Non-Depreciable
Capital Assets:
Land

SOUTHWEST IOWA PLANNING COUNCIL

INCLUDING

SOUTHWEST IOWA TRANSIT AGENCY

Notes to Financial Statements
June 30, 2005 and 2004

NOTE D - CAPITAL ASSETS - Continued

Balance Balance

2003 Additions Disposals 2004
$ 15917 $ 38400 $ - $ 54,317
233,902 - - 233,902
150,606 16,216 382 166,440
1,958,244 184,356 272,201 1,870,399
2,358,669 238,972 272,583 2,325,058
8,561 2,788 - 11,349
55,552 5,847 - 61,399
133,953 6,866 382 140,437
1,558,268 156,735 267.841 1,447,162
1,756,334 172,236 268,223 1,660,347
602 $ 66736 $ 4360 $ 664,711
$ 17,000 $ - $ -- $ 17,000

NOTE E - PENSION AND RETIREMENT BENEFITS

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

Plan members are required to contribute 3.70% of their annual salary and the Organization is
required to contribute 5.75% of annual covered payroll. Contribution requirements are
established by State statute. The Organization's contribution to IPERS for the years ended
June 30, 2005, 2004, and 2003 were approximately $37,500, $39,600, and $41,400,

respectively, equal to the required contributions for each year.

- 11 -




SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Notes to Financial Statements
June 30, 2005 and 2004

NOTE F - CONTINGENCY

Risk Management
The Organization 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. Settled claims from these
risks have not exceeded commercial insurance coverage during the past three years.

NOTE G - ECONOMIC DEPENDENCY

The Organization received approximately 21% of its total support and revenue through its
contract with the Iowa Department of Transportation for the year ended June 30, 2005 (18%
for 2004). The Organization’s contract with the Iowa Department of Transportation has been
renewed with a 1.2% increase for fiscal year ending June 30, 2006.

NOTE H - CONCENTRATION OF CREDIT RISK

The Organization grants credit without collateral to its clients, most of whom are area
residents and local governments. The mix of receivables at June 30, 2005 and 2004, was as

follows:
2005 2004
Local governments 74% 76%
Area businesses 26 24
100% 100%
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2005

Federal Grantor/Pass-through CFDA Grant or
Grantor/Program Title Number Number

U.S. Department of Transportation
Indirect Programs
Iowa Department of Transportation

Capital Investment Assistance Project 20.500 03-0098-130-03
Capital Investment Assistance Project 20.500 03-0103-130-04
Non-Urban Operating Assistance Project 20.509 18-4025-130-05
Non-Urban Capital Assistance Project 20.509 18-0023-130-02
ITS Deployment Project 20.509 ITS-130
Non-Urban Capital Assistance Project 20.509 18-0025-130-04
SFY2005 Transportation Planning Work

Program 20.515 05RPA-13
ITS Deployment Project 20.515 ITS-130
Job Access/Reverse Commute Project 20.516 37-X010-130-05

Total Expenditures of Federal Awards

Basis of Presentation - The Schedule of Expenditures of Federal Awards includes the federal
grant activity of Southwest lowa Planning Council, including Southwest lowa Transit Agency,
and is presented on the accrual basis of accounting. The information on this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations.

See accompanying independent auditor's report.




Federal

Period of Grant Expenditures
03/06/03 t0 09/30/05  $ 41,984
07/01/04 to 06/30/06 168,055
07/01/04 to 06/30/05 237,629
01/15/02 to 03/31/04 3,444
09/01/04 to 04/30/06 13,281
08/30/04 to 09/30/06 28,382
07/01/04 to 06/30/05 26,124
09/01/04 to 04/30/06 26,562
07/01/04 to 06/30/07 5,409

$ 550,870
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SOUTHWEST IOWA PLANNING COUNCIL

INCLUDING

SOUTHWEST IOWA TRANSIT AGENCY

Schedules of Transit Agency Support, Revenues and Expenses
Year ended June 30,

Public Support and Revenues:
Public support:
Iowa Department of Transportation
Other state assistance
Federal Department of Transportation
County assistance
Local assistance

Revenues:
Fares
Other

Total public support and revenues

Expenses:
Salaries
Bad debts
Depreciation
Employee benefits
Insurance
Lubricants and fuel
Payroll taxes
Purchased transportation
Repairs and maintenance
Space costs
Transit operations

Income (Loss) from Operations
Non-Operating Revenue:
Interest income

Capital grants
Gain on sale of assets

Excess of Support and Revenues Over Expenses

See Independent Auditor's Report.
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2005 2004
$ 351,083 279,767
137,659 82,981
271,420 230,738
76,695 96,640
29,217 25,250
866,074 715,376
597,685 630,447
20,250 22,432
617.935 652,879
1,484,009 1,368,255
534,689 559,574
2,648 640
174,047 164,686
24,394 20,791
137,593 143,668
209,842 188,034
76,853 89,833
51,011 41,730
92,697 112,576
29,837 32,278
114,516 42.875
1,448,127 1,396,685
35,882 28,430)
2,454 562
253,326 138,874
2,125 31,767
257,905 171,203
$ 293,787 142,773




SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Schedules of Planning Council Support, Revenues and Expenses
Year ended June 30,

2005 2004
Public Support and Revenues:
Public support:
Federal Surface Transportation Planning Program $ 26,124  $ 28,574
Federal Regional Transportation Planning - 5,000
Economic Development Technical Assistance
Grant 9,375 9,376
Dry Hydrant Grant -- 7,338
City and county dues 61.428 61.427
96,927 111,715
Revenues:
Community Development Block Grant
administration 118,482 96,268
Other 606 35
119,088 96,303
Total public support and revenues 216,015 208,018
Expenses:
Salaries 128,621 139,989
Depreciation 7,182 7,550
Dry hydrant expense -- 7,500
Employee benefits 17,360 14,872
Insurance 1,049 2,051
Miscellaneous 56 92
Payroll taxes 18,632 9,657
Postage 1,165 847
Space costs 2,578 3,334
Grant administration 23,799 28,289
200,442 214,181
Income (Loss) from Operations 15,573 ( 6,163)
Non-Operating Revenue (Expense):
Interest income 142 59
Capital grants - 15,907
Loss on sale of assets C 343) --
_C 201) 15,966
Excess of Support and Revenues Over Expenses $ 15372 $ 9,803

See Independent Auditor's Report.
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Gronewold, Bell, Kyhnn & Co. P.C.

CERTIFIED PUBLIC ACCOUNTANTS * BUSINESS AND FINANCIAL CONSULTANTS

1910 EAST 7th STREET BOX 369 ROGER A. BELL
ATLANTIC, IOWA 50022-0369 MARK D. KYHNN

(712) 243-1800 DAVID L. HANNASCH
FAX (712) 243-1265 KENNETH P. TEGELS
CPA@GBKCO.COM CHRISTOPHER J. NELSON

DAVID A. GINTHER

Independent Auditor's Report on Internal Control over Financial Reporting
and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

To the Policy Council
Southwest Iowa Planning Council
and Southwest Iowa Transit Agency

We have audited the financial statements of Southwest Iowa Planning Council, including
Southwest lowa Transit Agency, as of and for the year ended June 30, 2005, and have issued our
report thereon dated October 17, 2005. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Southwest Iowa Planning Council’s,
including Southwest Iowa Transit Agency, internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on the internal control over financial reporting.
However, we noted certain matters involving the internal control over financial reporting and its
operation that we consider to be reportable conditions. Reportable conditions involve matters
coming to our attention relating to significant deficiencies in the design or operation of the
internal control over financial reporting that, in our judgment, could adversely affect Southwest
Iowa Planning Council’s, including Southwest Iowa Transit Agency 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 I of the accompanying Schedule of
Findings and Questioned Costs.

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. 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 in the Schedule of Findings and Questioned Costs, we believe item 05-II-A is a
material weakness.

- 16 -




To the Policy Council
Southwest Iowa Planning Council
and Southwest Iowa Transit Agency

Compliance and Other Matters

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

Comments involving statutory and other legal matters about the Organization’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 Organization. Since our audit was
based on tests and samples, not all transactions that might have had an impact on the comments
were necessarily audited. The comments involving statutory and other legal matters are not
intended to constitute legal interpretations of those statutes.

This report, a public record by law, is intended solely for the information and use of Southwest
Iowa Planning Council, including Southwest Iowa Transit Agency, and other parties to whom the
Organization may report. This report is not intended to be and should not be used by anyone
other than these specified parties.

A“N’W"u/ M'W ~ Lo PO

Atlantic, lowa
October 17, 2005

-17 -




Gronewold, Bell, Kyhnn & Co. P.C.

CERTIFIED PUBLIC ACCOUNTANTS « BUSINESS AND FINANCIAL CONSULTANTS

1910 EAST 7th STREET BOX 369 ROGER A. BELL
ATLANTIC, IOWA 50022-0369 MARK D. KYHNN

(712) 243-1800 DAVID L. HANNASCH
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DAVID A. GINTHER

Independent Auditor’s Report on Compliance
with Requirements Applicable to Each Major Program
and on Internal Control over Compliance
in Accordance with OMB Circular A-133

To the Policy Council
Southwest Iowa Planning Council
and Southwest Iowa Transit Agency

Compliance

We have audited the compliance of Southwest Iowa Planning Council, including Southwest Iowa
Transit Agency with the types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to
its major federal program for the year ended June 30, 2005. Southwest Iowa Planning Council’s,
including Southwest Iowa Transit Agency, major federal program is identified in Part I of the
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements
of laws, regulations, contracts and grants applicable to its major federal program is the
responsibility of Southwest Iowa Planning Council’s, including Southwest Iowa Transit Agency,
management. Our responsibility is to express an opinion on Southwest Iowa Planning Council’s,
including Southwest Iowa Transit Agency, compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America, the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States and
OMB Circular A-133, Audits of States, Local Governments and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about Southwest lowa Planning
Council’s, including Southwest Iowa Transit Agency, 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. Our audit does not provide a legal
determination on Southwest Jowa Planning Council’s, including Southwest Iowa Transit Agency,
compliance with those requirements.

In our opinion, Southwest Iowa Planning Council, including Southwest Iowa Transit Agency
complied, in all material respects, with the requirements referred to above that are applicable to
its major federal program for the year ended June 30, 2005.
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To the Policy Council
Southwest Iowa Planning Council
and Southwest Iowa Transit Agency

Internal Control Over Compliance

The management of Southwest Iowa Planning Council, including Southwest Iowa Transit
Agency is responsible for establishing and maintaining effective internal control over compliance
with requirements of laws, regulations, contracts and grant agreements applicable to federal
programs. In planning and performing our audit, we considered Southwest Iowa Planning
Council’s, including Southwest Jowa Transit Agency, internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance and
to test and report on internal control over compliance in accordance with OMB Circular A-133.

We noted certain matters involving the internal control over compliance 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
compliance that, in our judgment, could adversely affect Southwest lTowa Planning Council’s,
including Southwest Towa Transit Agency, ability to administer a major federal program in
accordance with applicable requirements of laws, regulations, contracts and grant agreements.
Reportable conditions are described in Part III of the accompanying Schedule of Findings and
Questioned Costs as item 05-ITI-A.

A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that noncompliance
with applicable requirements of laws, regulations, contracts and grant agreements caused by error
or fraud that would be material in relation to a major federal program being audited may occur
and not be detected within a timely period by employees in the normal course of performing their
assigned functions. Our consideration of the internal control over compliance 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 consider
item 05-1II-A to be a material weakness.

This report, a public record by law, is intended solely for the information and use of Southwest
Iowa Planning Council, including Southwest Iowa Transit Agency and other parties to whom the
Organization may report, including federal awarding agencies and pass-through entities. This
report is not intended to be and should not be used by anyone other than these specified parties.

% g el ﬂ%m ~ . P.C.

Atlantic, IJowa
October 17, 2005
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Schedule of Findings and Questioned Costs

Year ended June 30, 2005

Part I. Summary of the Independent Auditor’s Results

(a)
(b)

(c)
(d)

(e)

®

(2

(b

(@)

An unqualified opinion was issued on the financial statements.

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

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

Reportable conditions in internal control over the major program was disclosed by the audit
of the financial statements, including a material weakness.

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

The audit disclosed audit findings which were required to be reported in accordance with
Office of Management and Budget Circular A-133, Section .510(a).

Major programs were as follows:
* CFDA Number 20.509 - Non-Urban Assistance Projects

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

Southwest Iowa Planning Council, including Southwest Iowa Transit Agency did not qualify
as a low-risk auditee.
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Schedule of Findings and Questioned Costs

Year ended June 30, 2005

Part II:_Findings Related to the Financial Statements:

INSTANCES OF NONCOMPLIANCE:
There were no instances of noncompliance noted for the year ended June 30, 2005.

REPORTABLE CONDITIONS:

05-II-A_Segregation of Duties: A limited number of people have the primary responsibility for
most of the accounting and financial duties. As a result, some of those aspects of internal
accounting control which rely upon an adequate segregation of duties are, for all practical
purposes, missing in the Organization.

Recommendation: We recognize that it may not be economically feasible for the Organization to
employ additional personnel for the sole purpose of segregating duties, however, it is our
professional responsibility to bring this control deficiency to your attention. We recommend that
the Council be aware of the lack of segregation of duties and that they act as an oversight group
to the accounting personnel.

Response: The Council is aware of this lack of segregation of duties and will continue on an
ongoing basis to act as an oversight group.

Conclusion: Response accepted.
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Schedule of Findings and Questioned Costs

Year ended June 30, 2005

Part IlI: Findings and Questioned Costs For Federal Awards:

INSTANCES OF NONCOMPLIANCE:
There were no instances of noncompliance noted for the year ended June 30, 2005.
REPORTABLE CONDITIONS:

CFDA Number 20.509 - Non-Urban Assistance Projects

Pass-through Numbers: 18-0023-130-02, 18-0025-130-04, 18-4025-130-05 and ITS-130
Federal Award Year: 2002 and 2004

U.S. Department of Transportation

Passed through the lowa Department of Transportation

05-III-A  Segregation of Duties over Federal Revenues and Expenditures - The Organization
did not properly segregate custody, record-keeping and reconciling functions for
revenues and expenditures, including those related to Federal programs. See audit
finding 05-1I-A.
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