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INDEPENDENT AUDITOR’S REPORT ON THE
FINANCIAL STATEMENTS

Board Members
Winneshiek County Area Solid Waste Agency
Decorah, Iowa

We have audited the accompanying financial statements of the business-type
activities of Winneshiek County Area Solid Waste Agency as of and for the years
ended June 30, 2005 and 2004, which collectively comprise the Agency’s basic

financial statements as listed in the table of contents. These financial
statements are the responsibility of Winneshiek County Area Solid Waste Agency's
management . Our responsibility is to express opinions on these financial

statements based on our audits.

We conducted our audits 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 principleg 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 opinioms.

In our opinion, the financial statements referred to above present fairly, in
all material respects, the financial position of the Winneshiek County Area Solid
Waste Agency, as of June 30, 2005 and 2004, and the changes in financial position
and cash flows thereof for the years then ended in conformity with U.S. generally
accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our
report dated November 8, 2005, on our consideration of the Winneshiek County Area
Solid Waste Agency's intermal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report ig 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 intermal 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 conjunction with this report in considering the results of our audit.



The management’s discussion and analysis on page 4 is not a required part of
the basic financial statements but is supplementary information required by U.S.
generally accepted accounting principles. We bhave applied certain limited
procedures, which consisted principally of inguiries of management regarding the
methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

The accompanying financial statements reflect liabilities for closure and
postclosure care costs as estimated by the Agency. Actual closure and postclosure

costs may be significantly higher depending upon the results of future events, as
explained more fully in Note 6.

Mﬁéﬂ “Z PC.

Decorah, Iowa
November 8, 2005



MANAGEMENT’S DISCUSSION AND ANALYSIS

Winneshiek County Area Solid Waste Agency provides this Management’s Discussion and
Analysis of its financial statements. This narrative overview and analysis of the
financial activities is for the fiscal year ended June 30, 2005. We encourage
readers to consider this information in conjunction with the Agency’s financial
statements, which follow.

FINANCIAL HIGHLIGHTS

° The Agency’s operating revenues decreased 3%, or $38,929, from fiscal 2004 to
fiscal 2005.

° The Agency’s operating expenses decreased 22%, or $286,812, from fiscal 2004
to fiscal 2005.

° The Agency’s net assets increased 50%, or $396,105, fraom June 30, 2004 to June
30, 2005.

USING THIS ANNUAL REPORT

The Winneshiek County Area Solid Waste Agency is a single enterprise fund and
presents its financial statements using the economic resocurces measurement focus
and accrual basis of accounting which is the same measurement focus and basis of
accounting employed by private sector business enterprises. This discussion and
analysis is intended to serve as an introduction to Winneshiek County Area Solid
Waste Agency’s basic financial statements. The annual report consists of a series
of financial statements and other information, as follows:

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

The Statement of Net Assets presents information on the Agency’s assets and
liabilities, with the difference between the two reported as net assets. Over
time, increases or decreases in net assets may serve as a useful indicator of
whether the financial position of the Agency is improving or deteriorating.

The Statement of Revenues, Expenses, and Changes in Net Assets is the basic
statement of activities for proprietary funds. This statement presents
information on the Agency’s operating revenues and expenses, non-operating
revenues and expenses and whether the Agency’s financial position has improved
or deteriorated as a result of the year’s activities.

The Statement of Cash Flows presents the change in the Agency’s cash during
the year. This information can assist the user of the report in determining
how the Agency financed its activities and how it met its cash requirements.

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



MANAGEMENT'S DISCUSSION AND ANALYSIS
FINANCIAL ANALYSIS OF THE AGENCY
Statement of Net Assets

As noted earlier, net assets may serve over time as a useful indicator of the
Agency’s financial position. The Agency’s net assets for fiscal 2005 totaled
approximately $1,193,000. This compares to approximately $797,000 for fiscal 2004.

A summary of the Agency’s net assets as of June 30, 2005 and 2004 is presented
below.

NET ASSETS
2005 2004

Current assets $ 865,699 §$ 617,645
Net property and eguipment 2,237,230 2,019,970
Other assets 1,001,819 701,543
Total assets $4,104,748 £3,339,158
Current liabilities $ 108,503 $§ 56,926
Noncurrent liabilities 2,802,446 2,484,938
Total liabilities 2,911,349 2,541,864

Net assets
Invested in capital assets, net of related debt 2,073,280 2,019,970
Restricted 1,001,819 701,543
Unrestricted, deficit (1,881,700) (1,924,219)
Total net assets 1,193,399 797,294
Total liabilities and net assets $4,104,748 $£3,339,158

The largest portion of the Agency’s net assets (84%) is restricted f£or closure and
postclosure care. State and federal laws and regulations reguire the Agency to
place a final cover on the landfill sites and perform certain maintenance and
monitoring functions at the landfill sites for a minimum of thirty years after
closure. The remaining net assets are invested in capital assets (16%, e.g.,
cells, buildings, and eguipment).

Statement of Revenues, Expenses and Changes in Net Assets

Operating revenues are received for fees from accepting solid waste, DNR fees, and
miscellaneous other sources. Operating expenses are expenses paid to operate the
landfill. Nonoperating revenues and expenses are for interest income and interest
expense. The utilization of capital assets is reflected in the financial
statements as depreciation and depletion, which allocates the cost of an asset over
its expected useful life.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
Statement of Revenues, Expenses and Changes in Net Assets (Continued)

A summary of revenues, expenses and changes in net assets for the years ended June
30, 2005 and 2004 is presented below:

2005 2004
OPERATING REVENUES
Services and fees $1,369,652 $1,379,558
DNR fees 37,566 30,063
Migscellaneous income 630 37,156
Total operating revenues 1,407,848 1,446,777
OPERATING EXPENSES
Office expense 12,068 12,091
Landfill operations 513,166 719,541
Wages and benefits 163,358 151,235
Recycling 68,000 68,000
Legal and accounting 40,257 29,336
Engineering fees 32,323 29,290
Grants 16,015 12,300
Closure and postclosure care 189,672 299,878
Total operating expenses 1,034,859 1,321,671
Operating income 372,989 125,106
NONOPERATING REVENUE (EXPENSE)
Interest income 28,507 14,175
Interest expense (5,391) (3,922)
Net nonoperating revenue 23,116 10,253
CHANGE IN NET ASSETS 396,105 135,359
NET ASSETS, beginning of year 797,294 661,935
NET ASSETS, end of year $1,193,399 § 797,294

The Statement of Revenues, Expenses, and Changes in Net Assets reflects a positive
vear with an increase in the net assets at the end of the fiscal vear.

In fiscal 2005, operating revenues decreased by $38,929, or 3%. The decrease was
primarily a result of a decrease in other revenue of approximately $29,000, and
service and fees decreasing by approximately $10,000 due to a decrease in the
volume of collections. The volume of collections decrease was partially due to
waste collection from two large fires in the area in fiscal 2004. Operating
expenses decreased by $286,812, or 22%. The decrease was primarily a result of a
decrease in lease expense of $162,000, and a decrease of estimated closure and
postclosure care costs by approximately $110,000.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Statement of Cash Flows

The Statement of Cash Flows presents information related to cash inflows and
outflows, summarized by operating, capital and related financing and investing
activities. Cash provided by operating activities includes services and fees
reduced by payments to employees and to suppliers. Cash used in capital and
related financing activities includes lease payments and the purchase of capital

assets. Cash used by investing activities includes purchase of certificates of
deposits and interest income.

CAPITAL ASSETS

At June 30, 2005, the Agency had approximately $3,980,000 invested in capital
assets, net of accumulated depreciation/depletion of approximately $1,743,000.
Depreciation/depletion charges totaled $238,930 for f£fiscal 2005. More detailed
information about the Agency’s capital assets is presented in Note 3 to the
financial statements.

LONG-TERM LIABILITIES

At June 30, 2005, the Agency had $163,950 in debt outstanding, an increase of
$163,950 from 2004. Additiomal information about the Agency’s long-term debt is
presented in Note 5 to the financial statements.

At June 30, 2005, the Agency had $2,674,610 in accrued closure and postclosure care
costs, an increase of $189,672 from 2004. Additional information about the
Agency’s accrued closure and postclosure care costs is presented in Note 6 to the
financial statements.

ECONOMIC FACTORS

Winneshiek County Area Solid Waste Agency continued to improve its financial
position during the current £iscal year. Some of the realities that may
potentially become challenges for the Agency to meet are:

° Facilities at the Agency reguire constant maintenance and upkeep.

° Technology continues to expand and current technology becames outdated

presenting an on going challenge to maintain up to date technology at a
reasonable cost.

° Annual deposits required to be made to closure and postclosure accounts are
based on future cost estimates and the number of tons of solid waste received
at the facility. The annual deposits are monitored by the Agency to ensure
compliance with state laws and regulatiomns.

° Changes in govermment regulations affecting closure and postclosure procedures
and costs.

The Agency anticipates that fiscal vear 2006 will be much like 2005. The Agency
will maintain a close watch over resources to maintain the Agency’s ability to
react to unknown issues.
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CONTACTING THE AGENCY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers and
creditors with a general overview of the Agency’s finances and to show the Agency’s
accountability for the money it receives. If you have guestions about this report
or need additional financial information, contact Winneshiek County Area Solid
Waste Agency, 2000 140 Ave, Decorah, Iowa.
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WINNESHIERK COUNTY AREA SOLID WASTE AGENCY

STATEMENTS OF NET ASSETS
June 30, 2005 and 2004

2005 2004
ASSETS
CURRENT ASSETS
Cash H 173,699 H 344,967
Investments 625,000 197,325
Accounts receivable 62,877 73,972
Accrued interest 4,123 1,381
Total current assets 865,699 617,645
PROPERTY AND EQUIPMENT
Buildings 83,777 83,777
Equipment 1,085,449 701,759
Cell development and land improvements 2,811,159 2,811,159
3,980,385 3,596,695
Less accumulated depreciation and depletion 1,743,155 1,576,725
Net property and equipment 2,237,230 2,019,970
OTEER ASSETS
Investments - closure and postclosure 998,763 699,675
Accrued interest 3,056 1,868
1,001,819 701,543
Total assets $ 4,104,748 $ 3,339,158
LIABILITIES RAND NET ASSETS
CURRENT LIABILITIES
Current maturities of long-term debt $ 36,114
Accounts payable 60,423 $ 44,985
Due to County 12,366 11,941
Total current liabilities 108,503 56,926
NONCURRENT LIABILITIES
Notes payable, less current maturities above 127,836
Accrued closure and postclosure care costs 2,674,610 2,484,938
Total noncurrent liabilities 2,802,446 2,484,938
Total liabilities 2,911,349 2,541,864
HET ASSETS
Invested in capital assets, net of related debt 2,073,280 2,019,970
Restricted for
Closure 501,868 349,909
Postclosure 499,951 351,634
Unrestricted, deficit (1,881,700) {(1,924,219)
Total net assets 1,193,399 797,294
Total liabilities and net assets $ 4,104,748 $ 3,339,158

See Notes to Financial Statements.



WINNESEIEK COUNTY AREA SOLID WASTE AGERCY

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
For the Years Ended June 30, 2005 and 2004

2005 2004
OPERATING REVENUES
Services and fees § 1,369,652 $ 1,379,558
DNR fees 37,566 30,063
Miscellaneous income 630 37,156
Total operating revenues 1,407,848 1,446,777
OPERATING EXPENSES
0ffice expense 12,068 12,091
Landfill cperations 513,166 719,541
Wages and benefits 163,358 151,235
Recycling 68,000 68,000
Legal and accounting 40,257 29,336
Engineering fees 32,323 29,290
Grants 16,015 12,300
Closure and postclosure care 189,672 299,878
Total operating expenses 1,034,859 1,321,671
Operating income 372,988 125,106
NONOPERATING REVENUE (EXPENSE)
Interest income 28,507 14,175
Interest expense (5,391) (3,922)
Net nonoperating revenue 23,116 10,253
CEANGE IN NET ASSETS 396,105 135,359
MET ASSETS, beginning of year 797,294 661,935
NET ASSETS, end of year $ 1,193,399 $ 797,294

See Notes to Financial Statements.



WINNESEIEK COUNTY AREA SOLID WASTE AGENCY

STATEMENTS OF CASE FLOWS
For the Years Ended June 30, 2005 and 2004

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from charges for services
Cash payments to County for contract services
Cash payments to suppliers for services

Net cash provided by operating activities

CASE FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Principal payments on notes payable
Retirement of bonds
Interest paid on long-term borrowing
Purchase of fixed assets

Net cash used in capital and related
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of certificates of deposit
Proceeds from certificates of deposit
Interest received on investments

Net cash used in investing activities
Net (decrease) increase in cash
CASH, beginning of year

CASH, end of year

CASH FLOWS FROM OPERATING ACTIVITIES
Operating income
Adjustments to reconcile operating income to
net cash provided by operating activities
Depreciation, depletion and amortization
Changes in:
Accounts receivable
Investment in insurance pool
Accounts payable
Due to County
Closure and postclosure accrual

Net cash provided by operating activities

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash payments for interest

Egquipment acquired through issuance of long-term debt
Disposal of property and equipment
Equipment traded
Cost

Less accumulated depreciation

Book wvalue

See Notes to Financial Statements.

2005

2004

$ 1,418,943

$ 1,438,058

(162,933) (151,235)
(427,463) (665,747)
828,547 621,076
(26,225)
= (210,500)
(5,391) (3,922)
(266,014) (63,524)
(287,630) (277,946)
(2,094,572) (1,193,141)
1,367,810 893,141
24,577 22,946
(702,185) (277,054)
(171,268) 66,076
344,967 278,891
$ 173,629 $ 344,967

$ 372,989

238,930
11,085
15,436

425
188,672

$ 125,106

221,981

(8,719)
6,922

(9,055)

(15,047)
259,878

$ 828,547

$ 621,076

_—

$ 5,391 $ 3,922
$ 190,175
EEe——
$ 72,500
(72,500)
-1 Hone
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WINNESHIER COUNTY AREA SOLID WASTE AGENCY

NOTES TO FINANCIAL STATEMENTS

Nature of Operations and Significant Accounting Policies

Nature of Operations

The Winneshiek County Area Solid Waste Agency was created by and
for the residents of Winmeshiek County pursuant to the provisions of
Chapter 28E of the Code of Iowa. The Agency leases a landfill site from
Winneshiek County and operates a landfill serving Winneshiek County and,
through signed agreements, the counties of Howard, Clayton and Fillmore
(Minnesota) .

The Agency is composed of one representative from each of the
eight incorporated areas and five representatives from the
unincorporated portion of Winneshiek County. The member cities and
towns are Decorah, Calmar, Ossian, Castalia, Fort Atkinson, Ridgeway,
Jackson Junction and Spillville. Each member shall be entitled to one
vote for each 1,000 people or fraction thereof residing in the area he

or she represents as determined by the most recent general Federal
Census.

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

Reporting Entity
A component unit is a legally separate entity, which satisfies one
of the following criteria:

Elected officials of the primary government are
financially accountable for the entity;

The nature and significance of the relationship
between the entity and a primary government are
such that to exclude the entity would render the
primary government's financial statements
misleading or incomplete.

Financial accountability exists if the primary govermment appoints
a voting majority of the entity's governing body and if either the
primary govermment can impose its will on the other entity or the
potential exists for the other entity to provide specific £financial
benefits to or impose specific financial burdens on the primary
government. Financial accountability may exist when another entity is
fiscally dependent on the primary govermment even if the primary
government does not appoint a voting majority of the entity's governing
board. All government operations meeting these criteria are included in
the primary government's financial statements.
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NOTES TO FINANCIAL. STATEMENTS

Nature of Operations and Significant Accounting Policies (Continued)

b.

Reporting Entity (Continued)

Winneshiek County, the primary govermment, does not appoint a
voting majority of Winneshiek County Area Solid Waste Agency’s board and
the Agency is not fiscally dependent on Winneshiek County. The Agency
and County have determined that exclusion of the Agency’s financial data
from the County’s financial statements do not render them misleading or
incomplete. Therefore, the Agency is not a component unit of Winneshiek
County.

Basis of Presentation

The accounts of Winneshiek County Area Solid Waste Agency are
organized as an enterprise fund. Enterprise funds are used to account
for operations (a) financed and operated in a manner similar to private
business enterprises, where the intent of the governing body is the
costs (expenses, including depreciation) of providing goods or services
to the gemeral public on a continuing basis be financed or recovered
primarily through user charges or (b) where the governing body has
decided that periodic determination of revenues earned, expenses
incurred, and/or net income is appropriate for capital maintenance,
public policy, management control, accountability or other purposes.

Measurement Focus

Measurement focus is a term used to describe “which” transactions
are recorded within the various financial statements.

Enterprise funds are accounted for on the economic resources
measurement focus. This means that all assets and all liabilities,
whether current or non-current, associated with their activity are
included on their statements of net assets. In reporting the financial
activity on the Govermment-wide statements, the Agency applies all
applicable GASB pronouncements. As allowed in Section P80 of GASB’s
Codification of Governmental Accounting and Financial Reporting
Standards, the Agency has elected not to apply to its proprietary
activities Financial Accounting Standards Board Statements and
Interpretations, Accounting Principles Board Opinions, and Accounting
Research Bulletins of the Committee of Accounting Procedure issued after
November 30, 1989.

Basis of Accounting

Basis of accounting refers to when revenues and expenses are
recognized in the accounts and reported in the £inancial statements.
Basis of accounting relates to the timing of the measurements made,
regardless of the measurement focus applied.

The financial statements are accounted for using the accrual basis
of accounting. Revenues are recorded when earnmed and expenses are
recorded when a 1liability is incurred, regardless of the timing of
related cash flows. Grants and similar items are recognized as revenue
as soon as all eligibility regquirements imposed by the provider have
been satisfied.
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NOTES TO FINANCIAL STATEMENTS

Nature of Operations and Significant Accounting Policies (Continued)

e,

Basis of Accounting (Continued)

The Agency distinguishes operating revenues and expenses £from
nonoperating items. Operating revenues and expenses generally result
from providing services and producing and delivering goods in connection
with the Agency’s principal ongoing operations. Operating revenue is
recognized at the point when solid waste has been delivered and weighed
by the Agency. Operating expenses for the Agency include the cost of
sales and services, administrative expenses, and depreciation on capital
assets. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

The Agency has in place a rolling five-year renewable usage
agreement with four surrounding counties and one municipal entity. These
agreements committed each entity to delivering at least 50% of their
base year weight to the landfill. If the necessary weight is not
delivered by a given entity, that entity will be charged 30% of its base
vear weight multiplied by the landfill fee in effect for the year the
entity failed to deliver 50% of its base year weight.

The Agency accounts for closure and postclosure care costs in
accordance with Governmental Accounting Standards Board Statement 18,
"Accounting for Municipal Solid Waste Landfill Closure and Postclosure
Care Costs."

Assets, Liabilities and Net Investments
The following accounting policies are followed in preparing the
Statement of Net Assets:

Cash, Investments and Cash Equivalents

Investments consist of non-negotiable certificates of deposit
which are stated at cost. Cash egquivalents are readily convertible to
known amounts of cash and, at the day of purchase, have a maturity date
no longer than three months. There were no cash eqguivalents at June 30,
2005.

Restricted Investments

Funds set aside for payment of closure and postclosure care costs
are classified as restricted.

Accounts Receivable, Recognition of Bad Debts

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

Accounts are considered wuncollectible based on how recently
payments have been received, on individual credit evaluations, and on
specific circumstances of the customer.

10
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NOTES TO FINANCIAL STATEMENTS

Nature of Operations and Significant Accounting Policies (Continued)

£.

Assets, Liabilities and Net Investments (Continued)

Capital Assets

Capital assets are accounted for at historical cost. Depreciation
of all exhaustible capital assets is charged as an expense against
operations. The cost of repair and maintenance is charged to expense,
while the cost of renewals or substantial betterments is capitalized.
The cost and accumilated depreciation of assets disposed of are deleted,
with any gain or loss recorded in current operatioms.

Reportable capital assets are defined by the Agency as assets with
initial, individual costs in excess of $2,500 and estimated useful lives
in excess of two years. Management uses its discretion to capitalize
capital assets with initial costs of less than $2,500.

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

Estimated
Useful Lives
Asset Class (in Years)
Eguipment 3-10 years
Landfill improvements 15 years
Buildings 10-20 years

The depletion rate is determined by the cell cost and its
remaining capacity at year end. The rate per ton used for the years
ended June 30, 2005 and 2004 was determined to be $6.04 and $5.94,
respectively.

Pavroll and Related Costs
The Agency leases the services of employees from Winneshiek County
to operate the landfill. The Agency reimburses the County for the

direct labor costs and costs of bemefits provided to these emplovees on
a monthly basis.

Management Estimates

The preparation of financial statements in conformity with U.S.
generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of 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.

Income Taxes

In accordance with Intermal Revenue Code Section 115, the Agency
is exempt from federal income taxes therefore, no provision for income
taxes is reflected in the financial statements.
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NOTES TO FINANCIAL STATEMENTS

Nature of Operations and Significant Accounting Policies (Continued)

J. Concentrations of Credit Risk

Financial instruments that potentially subject the Agency to
significant concentrations of credit risk consist principally of
accounts receivable. The Agency grants credit to governmental and
private sector customers who pay fees on a weekly basis, substantially
all of wham are located in Northeast Iowa and Southerm Minnesota.

Cash and Investments

The Agency’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 Iowa. This chapter provides for additional

assessments against depositories to insure there will be no loss of public
funds.

The Agency 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 Agency's Board;
prime eligible bankers acceptances; certain high rated cammercial paper;
perfected repurchase agreements; certain registered open-end management
investment companies; certain joint investment trusts; and warrants or
improvement certificates of drainage districts.

The Agency's deposits, shown as cash and investments on the statement of
net assets, are comprised of the following at June 30, 2005 and 2004:

Account 2005 2004
Cash on hand $ 828 $ 538
Cash in bank 172,871 344,429
Certificates of deposit 1,623,763 897,000

$1,797,462 $1,241,967

The Agency had no investments meeting the disclosure reguirements of
Governmmental Accounting Standards Board Statement No. 3.

12



NOTES TO FINANCIAL STATEMENTS

3. Property and Equipment
Major classifications of property and equipment are summarized as
follows:
Balance Balance
June 30, June 30,
2004 Additions Deletions 2005
Capital assets being depreciated
and depleted:
Buildings and improvements $ 83,777 s 83,777
Equipment 701,759 §$ 456,1%0 §$ 72,500 1,085,449
Cell development 2,723,090 2,723,090
Land improvements 88,0689 88,069
Total capital assets being
depreciated and depleted 3,596,695 456,190 72,500 3,980,385
Less accumulated depreciation
and depletion:
Buildings and improvements 56,061 4,011 60,072
Eguipment 536,573 82,378 72,500 546,451
Cell development 970,656 146,671 1,117,327
Land improvements 13,435 5,870 19,305
Total accumulated depreciation
and depletion 1,576,725 238,930 72,500 1,743,155
Total capital assets, net £2,019,970 § 217,260 None §$2,237,230

Depreciation expense charged to landfill coperations totaled $92,259 and

$68,225 for the yvears ended June 30, 2005 and 2004, respectively.

Depletion expense charged to landfill operations totaled $146,671 and

$149,182 for the years ended June 30, 2005 and 2004, respectively.

4. Finance Agreements Payable and Landfill Leases

Winneshiek County acqguired the landfill on April 1,

1992 by issuing

general obligation bonds for the purchase price. The County subsegquently
leased the landfill to the Agency for the amount of the bond payments and a
payment to the County’s recycling operatiomns. During the year ended June
30, 2004 the Agency made the final payments to Winneshiek County for the
County’s payment of the bonds. This amount is reflected as lease expense of
$162,178 for the year ended June 30, 2004. The payments to Winneshiek
County’s recycling operations totaled $68,000 and $68,000 £for the years
ended June 30, 2005 and 2004, respectively. The Agency anticipates
continuing to make annual payments to Winmneshiek County’s recycling
operations in the amount of $68,000.

The Agency has a ten year lease on the landfill property with Winneshiek
County ending December 31, 2013. There are no lease payments due to the
County. The Agency is responsible for all costs of improvements, repairs,
maintenance, etc. associated with the property.
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5.

NOTES TO FINANCIAL STATEMENTS

Long-term Debt

The Agency borrowed $190,175 during the year ended June 30, 2005 to
purchase equipment. Details of long-term debt as of June 30, 2005 are as
follows:

Balance Due

Total Current
Ziegler, Inc.
4.0% note payable, due $10,539 quarterly,
including interest, through Octocber 2009,
collateralized by equipment with a
depreciated cost of $176,591. § 163,950 $§ 36,114

Aggregate maturities of long-term debt are as follows:
Year ended June 30,

2006 $ 36,114
2007 37,586
2008 39,117
2008 40,710
2010 10,423

$ 163,950

No interest cost was capitalized for the years ended June 30, 2005 and
2004.

Accrued Closure and Postclosure Care Costs
The landfill site is currently regulated by the Iowa Department of
Natural Resources (DNR).

To comply with federal and state regulations, the Agency is required
to complete a monitoring system plan and a closure/postclosure plan and to
provide funding necessary to effect closure and postclosure, including the
proper monitoring and care of the landfill after closure. Environmental
Protection Agency (EPA) requirements have established closure and thirty-
year postclosure care requirements for all municipal solid waste landfills
that receive waste after October 9, 1993. State govermments are primarily
responsible for implementation and enforcement of those reguirements and
have been given flexibility to tailor reguirements to accommodate local
conditions that exist. The effect of the EPA requirement is to commit
landfill owners to perform certain closing functions and postclosure
monitoring functions as a condition for the right to operate the landfill in
the current period. The EPA requirements provide that when a landfill stops
accepting waste, it must be covered with a minimum of twenty-four inches of
earth to keep liquid away from the buried waste. Once the landfill is
closed, the owner is responsible for maintaining the final cover, monitoring
ground water and methane gas, and collecting and treating leachate (the
liquid that drains out of waste) for thirty years.
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NOTES TO FINANCIAL STATEMENTS

Accrued Closure and Postclosure Care Costs (Continued)

Governmental Accounting Standards Board Statement No. 18 reguires
landfill owners to estimate total landfill closure and postclosure care
costs and recognize a portion of these costs each year based on the
percentage of estimated total landfill capacity used that period. Estimated
total cost consists of four components: (1) the cost of eguipment and
facilities used in postclosure monitoring and care, (2) the cost of final
cover (material and labor), (3) the cost of monitoring the landfill during
the postclosure period and (4) the cost of any environmental cleanup
required after closure. Estimated total cost is based on the current cost
to purchase those services and equipment, and is required to be updated
annually for changes due to inflation or deflation, technology, or
applicable laws or regulations.

These costs for the Agency have been estimated at §2,945,250 for
closure and $2,934,000 for postclosure, for a total of £5,879,250 as of
June 30, 2005, and the portion of the liability that has been recognized is
$2,674,610. The amounts allocated are based on what it would cost to
perform all closure and postclosure care during the year ended June 30,
2005. Actual costs may be higher due to inflation, changes in technology or
changes in regulations. The estimated remaining life of the landfill is 17
yvears and the capacity used at June 30, 2005 is approximately 45 percent.

The Agency is required by state laws and regulations to begin to
accumulate funds to finance closure and postclosure care as provided for in
Chapter 111.8(8) of the Iowa Administrative Code. At June 30, 2005,
investments of $998,763 were held for this purpose. The investments are
certificates of deposit. It is anticipated that future inflation costs will
be financed in part from earnings on the investments. The remaining portion
of anticipated future inflation costs (including inadeguate earnings on
investments, if any) and additional cost that might arise from changes in
postclosure reqQuirements (due to changes in technology or more rigorous

environmental regulations) may need to be covered by charges to future
landfill users.

The Agency has demonstrated financial assurance for closure and
postclosure care costs by using the local government financial test as
provided in Chapter 111.6(6) of the Iowa Administrative Code. Management
believes that the Agency has materially complied with all state laws and
regulations regarding closure and postclosure care financial assurance
reguirements.

Solid Waste Tonnage Fees Retained

Chapter 455B.310 of the Code of Iowa establishes a tonnage fee of four
dollars and twenty-five cents per ton of solid waste. The Agency retains one
dollar and fifty-five cents of the tomnnage fee to be used as described in the
following paragraph. The remainder of the tonnage fee is remitted to the
Department of Natural Resources on a quarterly basis.
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NOTES TO FINANCIAL STATEMENTS

Solid Waste Tonnage Fees Retained (Continued)

The Agency has established an account for restricting and using solid
waste tonnage fees retained by the Agency in accordance with Chapter 455B.310
of the Code of Iowa. As required by the Code of Iowa, fifty cents per ton of
the solid waste tonnage fee must be used for the following: (1) development
and implementation of an approved comprehensive plan, (2) development of a
closure or postclosure care plan, (3) development of a plan for the control
and treatment of leachate, which may include a facility plan or detailed plans
and specifications, and (4) preparation of a financial plan. The balance of
the retained fees are used for the purpose of implementation of waste volume
reduction and recycling required by the Agency’s approved comprehensive plan.
The fees retained may also be used for other envirommental protection and
caompliance activities.

As of June 30, 2005 and 2004, the Agency had no unspent amounts of the
tonnage fees.

Contingencies

The Agency may be liable to comply with environmental clean up laws and
regulations should any contamination occur. The Agency has no insurance
coverage for such an event. The amount of any such liability is mnot
susceptible to estimation until it has been determined that contamination has
occurred and the extent of the contamination can be determined. Accordingly,
a provision for this contingency is not included in the accompanying financial
statements.

In addition, closure and postclosure care costs might be higher than
presented in the accompanying financial statements. See Note 6 for a further
explanation.

Risk Management

The Agency is a member in the Iowa Communities Assurance Pool, as
allowed by Chapter 28E.12 of the Code of Iowa. The Iowa Communities Assurance
Pool (Pool) is a local government risk-sharing pool with over 490 members from
various governmental entities throughout the State of Iowa. The Pool was
formed in August 1986 for the purpose of managing and funding third-party
liability claims against its members. The Pool provides coverage and
protection in the following categories: general 1liability, automobile
liability, automobile physical damage, public officials’ liability, police
professional liability, property and inland marine. There have been no
reductions in insurance coverage from prior vears.

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

Risk Management (Continued)

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

The Agency’s property and casualty contributions to the risk pool are
recorded as expenses from its operating funds at the time of payment to the
risk pool. The Agency’s annual contributions to the Pool for the years ended
June 30, 2005 and 2004 were $15,570 and $14,587, respectively.

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

The Pool’s intergovermmental contract with its members provides that in
the event a casualty claim or series of claims exceeds the amount of risk-
sharing protection provided by the member’s risk-sharing certificate, or in
the event that a series of casualty claims exhausts total members’ equity plus
any reinsurance and any excess risk-sharing recoveries, then payment of such
claime chall be the obligation of the respective individual member. The
Agency does not report a liability for losses in excess of reinsurance or
excess risk-sharing recoveries unless it is deemed probable that such losses
have occurred and the amount of such loss can be reasonably estimated.
Accordingly, at June 30, 2005, no liability has been recorded in the Agency’s
financial statements. As of Junme 30, 2005, settled claims have not exceeded
the risk pool or reinsurance company coverage since the pool’s inceptionm.

Members agree to continue membership in the Pool for a period of not
less than one full year. After such period, a member who has given 60 days
prior written notice may withdraw from the Pool. Upon withdrawal, payments
for all claims and claims expenses became the sole responsibility of the
withdrawing member, regardless of whether a claim was incurred or reported
prior to the member's withdrawal. Members withdrawing within the first six
vears of membership may receive a partial refund of their capital
contributions. If a member withdraws after the sixth year, the member is
refunded 100 percent of its capital contributions. However, the refund is
reduced by an amount equal to the annual operating contribution which the
withdrawing member would have made for the one-year period following
withdrawal. As of June 30, 2005, the investment in the insurance pool was
less than the annual operating contribution; therefore, no investment is
reflected as a long-term asset on the Agency's statements of net assets.
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NOTES TO FINANCIAL STATEMENTS

Risk Management (Continued)

The Agency also carries commercial insurance purchased from other
insurers for coverage associated with workers compensation. The Agency

assumes liability for any deductibles and claims in excess of coverage
limitations.

The Agency assumes responsibility for workers compensation c¢laims in
excess of $500,000. Settled claims resulting from these risks have not
exceeded commercial insurance coverage in any of the past three fiscal years.
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- N7 r e 123 WEST WATER STREET
HACKER, NELSON & CO., P.C. EENATERS
CERTIFIED PUBLIC ACCOUNTANTS DECORAH, 10WA 52101
and BUSINESS CONSULTANTS TELEPHONE 563 382-3637
FAX 563 382-5797
E-MAIL a HACKERNELSON.COM

INDEPENDENT AUDITOR’S REPORT ON THE
SUPPLEMENTARY INFORMATION

Board Members
Winneshiek County Area Solid Waste Agency
Decorah, Iowa

Our audits were conducted for the purpose of forming opinions on the
financial statements that collectively comprise Winneshiek County Area Solid Waste
Agency’s basic financial statements. The supplementary information on page 20 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 the 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.

fhek, ol 2, PC

Decorah, Iowa
November 8, 2005
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WINNESHIEK COUNTY AREA SOLID WASTE AGENCY

STATEMENTS OF REVENUES AND EXPENSES INFORMATION
For the Years Ended June 30, 2005 and 2004

2005 2004
LANDFILL OPERATIONS

Appliance removal S 14,193 $ 13,613
Glass 5,872 5,913
Pumping charges 32,728 17,703
Fuel for egquipment 30,448 22,373
Scale calibration 12,212 3,341
Rock 3,661 8,855
Miscellaneous 19,805 79,729
Repairs and maintenance 25,809 62,418
Mileage - 477
Shop supplies 3,292 8,458
Fences 10,202 2,408
Froperty taxes 176 182
Insurance 22,528 28,254
Tipping fees 88,574 73,925
Education and training 818 728
Depreciation and depletion 238,930 217,407
Amortization - 4,584
Landfill lease - 162,178
Well testing and drilling 3,655 6,374
Seeding - 349
Dues and certificates 263 227

Total landfill operations $ 513,166 $ 719,541

See Independent Auditor’s Report on the Supplementary Informationm.
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' o G y T @ " 123 WEST WATER STREET
HACKER, NELSON & CO., PC. PO. BOX 507
CERTIFIED PUBLIC ACCOUNTANTS DECORAH, 10WA 52101

and BUSINESS CONSULTANTS TELEPHONE 563 382-3637
FAX 563 382-5797
E-MAIL a HACKERNELSON.COM

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

Board Members
Winneshiek County Area Solid Waste Agency
Decorah, Iowa

We have audited the financial statements of Winneshiek County Area Solid Waste
Agency as of and for the year ended June 30, 2005, which collectively comprise
Winneshiek County Axrea Solid Waste Agency’s basic financial statements and have
issued our report thereon dated November 8, 2005. We conducted our audit in
accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Govermment Auditing Standards, issued
by the Comptroller Gemeral of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Winneshiek County Area
Solid Waste Agency's internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing ocur opinion 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
control over finmancial 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 Winneshiek County Area Solid Waste Agency’s ability to record, process,
summarize, and report financial data consistent with the assertions of management
in the financial statements. The reportable condition is described below.
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Overlapping Duties

The Agency’s office is not large enocugh to permit an adequate segregation of
duties for effective internal controls. The concentration of closely related
duties and responsibilities such as the recording and processing of cash receipts,
preparing financial information for ledger posting and analyzing financial
information by a small staff makes it impossible to establish an adequate system of
autaomatic intermal checks on the accuracy and reliability of the accounting
records. While we do recognize the Agency is not large enough to permit a
segregation of duties for effective intermnal controls, we believe it is important
the Agency be aware this condition does exist.

Response
Management is cognizant of this limitation.

Conclusion
Response acknowledged.

A material weakness is a reportable condition in which the design or operation
of one or more of the intermal 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 emplovees in the normal course of
performing their assigned functioms. Our consideration of the intermal 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, we believe none of the reportable conditions described above
is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Winneshiek County Area
Solid Waste Agency’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 on compliance with those provisions was not an objective of
our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to
be reported under Government Auditing Standards. However, we noted certain
additional matters that we reported to management of Winneshiek County Area Solid
Waste Agency in a separate letter dated November 8, 2005.

This report is intended solely for the information and use of the members and
constituents of Winneshiek County Area Solid Waste Agency and other parties to whom
the Agency may report. This report is not intended to be and should not be used by
anyone other than these specified parties.

Sk, [l 5., PC.

Decorah, Iowa
November 8, 2005
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HACKER, NELSON & CO., P.C. IS WEST W TE O TREET

PO.BOX 507
CERTIFIED PUBLIC ACCOUNTANTS DECORAH. 1OWA 52101
and BUSINESS CONSULTANTS TELEPHONE 563 382-3637

FAX 563 382-5797
E-MAIL @ HACKERNELSON.COM

MANAGEMENT LETTER

Board Members
Winneshiek County Area Solid Waste Agency
Decorah, Iowa

In planning and performing ocur audit of the financial statements of Winneshiek
County Area Solid Waste Agency as of and for the year ended June 30, 2005, we
considered the Agency’s internal controls to determine our auditing procedures for

the purpose of expressing an opinion on the financial statements and not to provide
assurance on intermal controls.

In accordance with Chapter 11 of the Code of Iowa, we are regquired to report
on the Agency’s caompliance with certain sections of the Iowa Code, Attorney
General’s Opinions and other matters. Items 1-7 below are campliance comments
required by the Iowa Auditor of State. A separate report dated November 8, 2005
contains our report on reportable conditions in the Agency’s internal control.
This letter does not affect our report dated November 8, 2005, on the financial
statements of the Winneshiek County Area Solid Waste Agency. All prior year
coanments have been resolved. These comments are not intended to and do not
constitute legal opinions.

COMPLIANCE COMMENTS

1= Deposit Agreement
The Agency made a written deposit resolution which distinctly
names each depository approved and specifies the maximum amount which
may be kept on deposit with each depository in accordance with Chapter
12C.2 of the Code of Iowa.

2. Deposits and Investments
The Agency has adopted a written investment policy as reguired by
Chapter 12B.10B of the Code of Iowa.

5. Questionable Expenditures
We noted no expenditures that did not meet the reguirements of
public purpose as defined in an Attorney General's opinion dated April
25, 1979%8.

4. Travel Expense

No expenditures of Agency money for travel expenses of spouses of
Agency officials and/or employees were noted.
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5. Board Minutes
No transactions were found that we believe should have been
approved in the Board Minutes but were not.

6. Solid Waste Fees Retainage
During the year ended June 30, 2005, it appears the Agency used or
retained the solid waste fees in accordance with Chapter 455B.310 of the
Code of Iowa.

75 Financial Assurance
The Agency has demonstrated financial assurance for closure and
postclosure care costs by establishing a closure and postclosure account
as provided in Chapter 111.6(6) of the Iowa Administrative Code. The
vearly deposits are made as provided in Chapter 111.8(8) of the Iowa
Administrative Code. The calculation is made as follows:

Closure Postclosure
Total estimated costs for closure
and postclosure care $ 2,945,250 §$ 2,934,000
Less: balance of funds held in local
dedicated fund at June 30, 2004 (348,977) (350,698)

2,596,273 2,583,302
Divided by the remaining permitted

capacity, in tomns 458,925 458,925
5.66 5.63
Multiplied by tons of waste handled 25,100 25,100

Required payment into the closure or
postclosure account for the year
ended June 30, 2005 141,998 141,289

Balance of funds held in the closure
or postclosure account at June 30, 2004 348,977 350,698

Required balance of funds to be held in
the closure or postclosure account at

June 30, 2005 s 490,975 s 491,987
Amount Agency has in closure and
postclosure account at June 30, 2005 g 500,337 S 498,426

We would like to acknowledge the many courtesies and assistance extended to us
by the percscnnel of Winneshiek County Area Solid Waste Agency during the course of
our examination.

If you have any questions concerning these or other matters, we would be happy

to discuss them with you at your convenience.
ek, Jbtorn 5, P C.

Decorah, Iowa
November 8, 2005

24



