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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Southern Prairie Area Education Agency 15
Ottumwa, lowa

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund and the aggregate remaining fund information of Southern Prairie Area Education Agency 15as of and
for the year ended June 30, 2005, which collectively comprise the Area Education Agency's basic financial statements
listed in the table of contents. These financial statements are the responsibility of Agency officials. Our responsibility is
to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reascnable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidengce,supporting the
amounts and disclosures in the financial statements. An audit also includes assessing thessccounting principles used
and significant estimates made by management, as well as evaluating the overall financia|statement presentation. We
believe our audit provides a reasonable basis for our opinions.

tn our opinion, the financial statements referred to above present fairly, in all thaterialrespects, the respective financial
position of the governmental activities, the business-type activities, each majcnfurd and the aggregate remaining fund
information of Southern Prairie Area Education Agency 15 at June 30,52095, and the respective changes in financial
position and cash flows, where applicable, for the year then ended in coniarmity with U.S. generally accepted accounting

principles.

In accordance with Government Auditing Standards, ws 1ave also issued our reports dated August 4, 2005 on our
consideration of Scuthern Prairie Area Education Agerigy »5's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulaticas..contracts and grant agreements and other matters. The purpose
of that report is to describe the scope of ourtasting 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 on compliance. That
report is an integral part of an audit-pirfo med in accordance with Government Auditing Standards and should be

considered in assessing the resulis g nur audit.

Management's Discussionanw?ialysis and budgetary comparison information on pages 3 through 13 and 31 through
33 are not required naitswer the basic financial statements, but are supplementary information required by the
Governmental Actounting Standards Board We have applied limited procedures, which consisted principally of inquires
of management rejjarding the methods of measurement and presentation of the required supplementary inforrmation.
However, we did not audit the information and express no opinion on it.

Our audit was made for the purpose of forming opinions on the financial statements that collectively comprise Southern
Prairie Education Agency 15’s basic financial statements We previously audited, in accordance with the standards
referred to in the second paragraph of this report, the financial statements for the three years ended June 30, 2004
(none of which are presented herein) and expressed unqualified epinions on those financial statements. Cther
supplementary information included in Schedules 1 through 4, including the accompanying Schedule of Expenditures of
Federal Awards required by U.S. Office of Management and Budget (OMB) Circular A-133, Audits of State, Local
Governmenits, and Non-Profit Organizations, is presented for purposes of additional analysis and is not a required part of
the basic financial statements. Such information has been subjected to the auditing procedures applied in our audit of
the basic financial statements and, in our opinion, is fairly stated, in all material respects in relation to the basic financial

statements taken as a whole

ANDERSON, LARKIN & CO P.C.

Ottumwa, lowa
August 4, 2005




Management’s Discussion and Analysis

This section of the Southern Prairie Area Education Agency 15’s annual financial report presents
its discussion and analysis of the Agency’s financial performance during the fiscal year ended
June 30, 2005 The analysis focuses on the Agency’s financial performance as a whole.

Please read it in conjunction with the Agency’s financial statements, which immediately follow
this section.

Financial Highlights

e General Fund revenues increased from $11,974,380 in fiscal 2004 to $12,758.141 in fiscal
2005 while General fund expenditures increased from $12,174,618 in fiscal 2004 to
$12,456,863 in fiscal 2005 The General Fund also reported net transfersyout oi $150,782.
This resulted in an increase in the Agency’s General Fund balance from 11,792,569 in fiscal
2004 to $1,943,065 in fiscal 2005 an 8 percent increase from the prigr year The increase in
fund balance was due primarily to savings from unfilled staff bositiens

» The increase in General Fund revenues was primarily att(i0stable to an increase in the IDEA
Part B federal grant revenue received in fiscal 2005\ The increase in expenditures was due
primarily to an increase in the IDEA Part B federangxpenditures



Overview of the Financial Statements

This report consists of thiee parts: management’s discussion and analysis (this section), the
basic financial statements and required supplementary information. The basic financial
statements include two kinds of statements that present different views of the Agency

e The first two statements are Agency-wide financial statements that provide both short-tetm
and long-term information about the Agency’s overall financial status

o The remaining statements ate fund financial stafements that focus on individual parts of the
Agency, reporting the Agency’s operations in more detail than the Agency-wide statements.

o The governmental funds statements explain how basic services such as educational services,
special education support and media services were financed in the short term as well as what

remains for future spending

s Proprietary funds statements offer short-term and long-term financial itfoimation about the
activities the Agency operates like businesses The Agency operaies a Cooperative
Purchasing Fund for the local school districts.

The financial statements also include notes that explain somia of the information in the statements
and provide more detailed data The statements and notes are/followed by a section of required
supplementary information that further explains, and, supports the financial statements with a
comparison of the Agency’s budget for the year

Figure A-1 shows how the various parts,of.iilis annual report are arranged and relate to one
another

Figure A-1
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Figure A-2 summarizes the major features of the Agency’s financial statements, including the
portion of the Agency’s activities covered and the types of information the statements contain
The remainder of this overview section of the management discussion and analysis highlights the
structure and contents of each of the statements

Figure A-2

MAJCOR FEATURES OF THE AGENCY-WIDE AND FUND FINANCIAL STATEMENTS

Agency-Wide
Statements

Fund Financial Statements

Govermmental Funds

Propriety Funds

Fiduciary Funds

Scope

Entire Agency (except
fiduciary funds)

The activities of the
Agency that are not
proprietary or fiduciary,
such as special
education and building
maintenance

Activities the Agency
operates similar to
private businesses:
cooperative purchasing

Instances in which the
Agency administers
resources on behalf of
someone else. The
Agency currently has no
fiduciary funds

Required financial
statements

. Statement of net
assets

. Statement of
activities

. Balance sheet

+  Statement of
revenues,
expenditures, and
changes in fund
balances

. Statement of net
assets

. Statement of
revenues,
expenses, and
chapges i furd fiet
ass s

¢ Statement of cash
1 UWS

. Statement of
fiducinrysnet assets

I Statement of

changes in
fiduciary net assets

Accounting basis and
measurement focus

Accrual accounting and
economic resources
focus

Modified accrual
accounting any current
financial foct's

Accrual accounting and
economic resources
focus

Accrual accounting and
econhomic resources
focus

Type of asset / liahility
information

All assets and liabilities,
both financial and
capital, short-term and
long-term

Ghnerally assets
expucted 1o be used up
and lLiabilities that come
¢ue during the year or
soon thereafter, no
capital assets or long-
term liabilities included

All assets and liabilities,
both financial and
capital, and short-term
and long-term

All assets and liabilities,
both short-term and
long-term; funds do not
currently coniain capital
assets, although they
can

Type of inflow / outflow
information

Anrevensies and
xpuynses during year,
regardless of when cash
1s received or paid

Revenues for which
cash is received during
ar soon after the end of
the year; expenditures
when goods or seivices
have been received and
the related liability is due
and payable

All revenues and
expenses during the
year, regardless of when
cash is received or paid

All additions and
deductiions during the
year, regardless of when
cash is received or paid




Agency-Wide Statements

The Agency-wide statements report information about the Agency as a whole using accounting
methods similar to those used by private-sector companies The statement of net assets includes
all of the Agency’s assets and liabilities. All of the current year’s revenues and expenses are
accounted for in the statement of activities regardless of when cash is received or paid

The two Agency-wide statements report the Agency’s nef assets and how they have changed
Net assets — the difference between the Agency’s assets and liabilities — are one way to measure
the Agency’s financial health or position

o Over time, increases or decreases in the Agency’s net assets are an indicator of whether
financial position is improving or deteriorating, respectively.

e To assess the Agency’s overall health, you need to consider additional non-financial factors
such as changes in enrollments in the local school distiicts that the Agency Servps*and the
condition of the Agency’s office buildings.

In the Agency-wide financial statements, the Agency’s activities are divided into two categories:

o Governmental activities: Most of the Agency’s basiaServices are included here, such as
instructional services, media services, special education supgort, and administration. Property
taxes, state aid and federal program grants finance thout of these activities

e Business-type activities: The Agency charges fees to help cover the costs of certain services
it provides The Agency’s cooperative,puichasing program would be included bere

Fund Financial Statements

The fund financial stater ents’ provide more detailed information about the Agency’s funds,
focusing on its mos) wGniricant or “major” funds — not the Agency as a whole. Funds are
accounting devigey, vthe 'Agency uses to keep track of specific sources of funding and spending on
particular progsams.

¢ Some funds are required by state law and by bond covenants.

e The Agency establishes other funds to control and manage money for particular purposes,
such as accounting for Juvenile Home funds

The Agency has two kinds of funds:

o Governmental funds: Most of the Agency’s basic services are included in governmental
funds, which generally focus on 1) how cash and other financial assets that can readily be
converted to cash flow in and out and 2) the balances left at year-end that are available for
spending. Consequently, the governmental funds statements provide a detailed short-term
view that helps you determine whether there are more or fewer financial resources that can
be spent in the near future to finance the Agency’s programs Because this information does



not encompass the additional long-term focus of the Agency-wide statements, additional
information at the bottom of the governmental funds statements explains the relationship or
differences between the two statements

The Agency’s governmental funds include the General Fund; Special Education Instruction
Fund; Tuvenile Home Fund and the Debt Service Fund

o Proprietary funds: Services for which the Agency charges a fee are generally reported in
proprietary funds Proprietary funds ate teported in the same way as the Agency-wide
statements

The Agency’s enterprise funds, one type of proprietary fund, are the same as its business-

type activities but provide more detail and additional information such as cash flows The
Agency currently has one enterprise fund, the cooperative purchasing fund.

Financial Analysis of the Agency as a Whole

Net assets. The Agency’s combined net assets increased 3 0% - £1G1,609 — during fiscal year
2005. The increase occurred primarily due to savings from unfilled stgtipositions

Figure A-3
SUMMARY OFN= R ASSETS
(in thousan@s | dsliars)
Governmental Susiness-Type Percentage
Activities Activities TOTAL Change
2004 2005 200 20065 2004 005 2004-2005
Total Assets 8,043 (+ 3,104 3 223 958 8,0657 8,114 1 06%
Total Liabilifies 4,007 & 4,611.0 223 98 48739 46208 -11%
Net Assets
Invested in Capital Asszu
net of related Debt 1,7224 16977 - - 1,722 4 1,697 7 -1 4%
Restricted fo.
Encumbrance s 380 248 - - 380 248 -34 7%
Restricted for Other 177.9 1891 - - 17789 189.1 63%
Unrestricted 1,453 5 15817 - - 14535 1,5817 68%
Total Net Assets 33918 3,483 3 - - 33918 3,4833 30%




Figure A-4

CHANGES IN NET ASSETS FROM OPERATING RESULTS
{in theusands of dollars)
Governmental Business-Type Percentage
Activities Activities TOTAL Change
2004 2005 2004 2005 2004 2005 2004-2005
Program Revenues:
Charges for services 7423 7007 585 432 80038 7439 -71%
Qperating Grants and Confributicns 52379 5,854 7 52379 58547 11 8%
General Revenues
Property taxes 28153 29620 29153 29620 16%
State aid 36794 36347 36794 3,6347 -12%
Unresftricted investment earnings 6.2 312 62 312 403 2%
Operating transfers 7.5 74 (7.5) (7.4 - - 0.0%
Total revenues 12,588.6 13,190.7 51.0 35.8 12,638.6 13,2265 4.6%
Expenditures;
Cuirent:
Instruction 5810 4167 5910 41617 -23 5%
Student support services 92218 B3076 92218 @007 6 09%
Media services 8661 9279 8661 627 ¢ 71%
General administration 4612 497 9 4612 497.9 80%
Educational services 1,399 1 1,509 1 1,309 1 1,508 1 7 9%
Plant operations and maintenance 108 1 1392 1081 1392 288%
GCentral and other support services 1501 1872 1351 187 2 247%
Interest on long-term debt 534 492 534 492 -79%
Fees 15 15 15 15 0.0%
Cooperative purchasing 51.0 3L o 51.0 35.8 -29.8%
Total expenditures 12,8523 13,0363, sd.0 35.8 12,903.3 13,0721 1.3%
Excess (deficiency) before special item (263 7) 1544 - - (263.7) 154 4 156 6%
Special ltem: Loss on disposal of assets (1.2) % (£249) - - {(1.2) {52.8)
Increase (decrease) in net assets _ 2349 101.6 - - (264.9) 1018 138.4%

The Agency’s incredsé in net assets is due primarily due to the savings from unfilled staff
positions

Figuri"A-3
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Figure A-6

Expenditures
Fiscal Year 2005
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Governmental Activities

Revenues for the Agency’s activities increased 4 8 petrcent, and total expufises increased 14
percent compared to the prior year The increase in expenses was primarily attributable to an
increase in the IDEA Part B federal expenditures

Revenues for governmental activities were $13,190,67% -while expenses amounted to
$13,036,314,

The following table presents the total and.gizt ‘cost of the Agency’s major governmental
activities: instruction, student support serviees, media setvices, general administration,
educational services, plant operations and\afaintenance, central and other support services and
other expenses

Figure A-7
NET COST OF GOVERNMENTAL ACTIVITIES
(in thousands of dollars)

Total Cost of Services Percentage Net Cost of Services Percentage
Change Change

2004 2005 2004-2005 2004 2005 2004-2005
Instruction 5910 4167 29 5% (265 7) {#14.0) 55 8%
Student support services 92218 93076 09% (610 2) {839 5) 376%
Media services - 8661 9279 71% (33 2) 224 -167 5%
General administration 451 2 497 9 80% 461 2 4979 50%
Educational services 1,3891 1,509 1 7 9% 4120 2403 -41 7%
Plant operations and maintenance 1081 138.2 28 8% 1081 1392 28 8%
Central and other support services 1501 1872 247% 1502 1873 247%
Interest on long-term debt 534 492 -75% 534 492 -7.9%
Fees 1.5 1.5 0.0% 15 1.5 0.0%
Total 12,852.3 13,036.3 1.4% 277.3 (115.7} -141.7%




e The cost of all governmental activities this year was $13,036,314
e The portion of the cost financed by users of the Agency’s programs was $700,702

o The federal and state government subsidized certain programs with grants and contributions
totaling $9,489,334.

e The net cost portion of governmental activities was financed with $2,961,959 in flowthrough
property tax, $3,634,690 in state foundation aid and $31,233 in interest income

Business-Type Activities

Revenues and expenditures of the Agency’s business-type activities (the Cooperative Purchasing
Fund) decreased from $58,444 to $43,244, a decrease of 26 percent

Financial Analysis of the Agency’s Funds

As previously noted, Southern Prairie AEA 15 uses fund accounting (to zusure and demonstrate
compliance with finance-related legal requirements

The financial performance of the Agency as a whole is reilected in its governmental funds as
well As the Agency completed the year, its governmiental funds reported combined fund
balances of $1,943,065 which was an increase\ iom last year’s ending fund balances of
$1,793,004 The primary reason for the incréate\in combined fund balances in fiscal 2005 was
due to the savings from unfilled staff posiiions:

Governmental Fund Highlights

e The Agency’s Generan\Fund financial position improved due to the savings from unfilled
staff positions.

e The GenyrdivFund balance increased from $1,792,569 to $1,943,065 due to the savings from
unfilied siaff positions

s The Special Education Instruction (Preschool) Fund ending fund balance decreased from
$435 in fiscal 2004 to $0 in fiscal 2005 The revenues decreased from $249,031 in fiscal
2004 to $146,623 in fiscal 2005 Expenditures likewise decreased from $241,635 in fiscal
2004 to $142,720 in fiscal 2005

10



Proprietary Fund Highlights

The Co-op Fund net assets remained constant at $0 fiom fiscal 2004 to fiscal 2005 As
previously noted, the Agency operates a cooperative purchasing fund for the benefit of the
school districts served by the Agency.

Budgetary Highlights

In accordance with the Code of Towa, the Board of Directors annually adopts a budget following
required public notice and hearing for all funds, except its private-purpose trust and agency
funds The budget may be amended during the year The Agency’s budget is prepared on the
modified accrual/accrual basis. Over the course of the year, the Agency amended its annual
operating budget one time to reflect additional revenue and expenditures associated with the
IDEA Part B federal grant A schedule showing the original and final budget amounts compared
to the Agency’s actual financial activity is included in the required supplementa‘y igfcrmation
section of this report

General Fund Budgetary Highlights

o The Agency’s General Fund budget did not vary significaniiy from actual results The
financial statements include a comparison of budget aiid actual for the governmental and
proprietary fund types Except for proprietary ir@asastions, variances between budget and
actual were 12 percent or less.

o The Agency’s General Fund actual supporw-services expenditures varied from budget because
the Agency did not fill all of the open staff positions and reduced expenditures for supplies,
travel and equipment

e The Agency’s actual undifg fund balance was $777,999 more than budgeted due to the
unfilled open stafi\positions and reduced operating expenditures.

Capital Asset and Debt Administration

Capital Assets

By the end of fiscal 2005, the Agency had invested $3 01 million, net of accumulated
depreciation, in a broad range of capital assets, including land, buildings, materials lending
library, computers and audio-visual equipment (See Figure A-8) This amount represents a net
decrease of 4 6 percent from last year More detailed information about capital assets is
available in Note 3 to the financial statements Depreciation expense for the year was $451,141

Excluding depreciation, the Agency has $7 90 million in capital assets Governmental funds
account for the entire $7 90 million

i1



Figure A-8

CAPITAL ASSETS
(net of depreciation, in thousands of dollars)
Total
Governmental Percentage
Activities Change

200 2005 2004-2005

Land 1927 1927 0.0%
Buildings 15645 1,526 6 -2.4%
Improvements other than buildings 537 2 486 8 -0.4%
Furniture and equipment 5772 5252 -90%
Library books and films 283.9 27%.4 -1.6%
Total capital assets, net of depreciation 3,155.5 30107 -4.8%

Long-Term Liabilities

At year-end, the Agency had $1,602,724 in long-term liabilities outstandix@ JThis Tepresents a
decrease of approximately 51 percent from last year (See Figure A-5). More detailed
information about the Agency’s long-term liabilities is available in Noi€y 4,and 9 to the financial

statements

In February 2003, the Agency completed paying for the Jeffirsm County Satellite Office located
in Fairfield, Towa. In May 2003, the Agency iefinanced its certificates of participation
indebtedness for the Ottumwa Office at an interedt tave of 3 51% down from the 4 60% interest
rate prior to the refinancing. All other terms)of the bonded indebtedness remained the same,
including the principal payment amountand(dates As of June 30, 2005, the Agency had total
outstanding certificates of participation indedtedness of $1,313,000

Figure A-9 N
OUTSTANDING LONG-TERM LIABILITIES
(in thousands of dollars)
Total
Total Percentage
Agency Change

2004 2005 2004-2005

Certificates of paiticipation 1,4330 1,3130 -84%
Compensated absences 814 77 -45%
Early retirement benefits 175.0 2121 21.2%
Total 1,689.4 1,602.8 S5.1%

12



Factors Bearing on the Agency’s Future

At the time these financial statements were prepated and audited, the Agency was aware of
several existing circumstances that could significantly affect its financial health in the future:

s The State of Towa has announced a continuation in the reduction of $19.3 million in the State
Aid that all Area Education Agencies in the state receive for fiscal year 2006  Southern
Prairie AEA 15°s 1eduction in state aid funds is $881,092

e Southern Prairie AEA 15 closed its last remaining Preschool at the end of fiscal year 2005

Contacting the Agency’s Financial Management

This financial report is designed to provide the Agency’s citizens, taxpayers, ¢astomers, and
investors and creditors with a general overview of the Agency’s finances and to domohstrate the
Agency’s accountability for the money it receives If you have questions®aboutsthis report or
need additional financial information, contact Dennis Gourley, Business Manager, Southern
Prairie Area Education Agency 15, 2814 North Court Street, Ottupzwal Iowa 52501-1163

13



SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

STATEMENT OF NET ASSETS
JUNE 30, 2005

Governmental  Business-Type

EXHIBIT A

Activities Activities Total
ASSETS
Cash and pooled invesimenis 3 3,926,013 & - 3,926,013
Receivables:
Accounts 79,856 9,793 89,649
Due from other governmentis 1,052,585 - 1,052,585
Inventories 35,202 - 35,202
Capital assets - Net of accumulated depreciation 3,010,692 - 3,010,692
TOTAL ASSETS 8,104,348 ~ 9,793 8,114,141
LIABILITIES
Excess warrants issued over bank balance 14,829 5,039 20,928
Accounts payable 226,983 3,754 830,737
Salaries and benefiis payable 1,863,828 - 1,863,828
Deferred revenue:
Federal grants 302,541 - 302,541
Long-term liabilities:
Portion due or payable within one year:
Certificates of participation 130,000 - 130,000
Compensated absences 77,660 - 77,660
Early retirement benefits 64,690 - 64,690
Portion due or payable after gndarear
Certificates of particioation 1,183,000 - 1,183,000
Early retirement bepeiitl 147,374 - 147,374
TOTAL LIABILITIES 4,610,965 9,793 4,620,758
NET ASSETS
invested in capital assets - Net of related debt 1,697,692 - 1,697,692
Restricted for:
Encumbrances 24,842 - 24,842
Special purposes 189,127 - 189,127
Unrestricted 1,581,722 - 1,581,722
TOTAL NET ASSETS $ 3493383 § - 3,493,383

See Notes to Financizl Statements
14



SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

FUNCTIONS/PROGRAMS:
Governmental activities:

Instruction
Student support services
Media services
General administration
Educational services
Plant operations and maintenance
Ceniral and other support services
Interest on long-term debt
Fees

Total governmental activities

Business-type activities:
Non-instructional programs:

Cooperative purchasing
Total

GENERAL REVENUES:
Unrestricted investment earmings
Loss on disposal of fixod(323eis
Operating transfers

Change in net as sy
Net assefs beginning of year

Net assets end of year

See Notes to Financial Statements

STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2005

15

Program Revenues

Operating

Charges for Grants, and

Expenses Service Contributions

$ 416,681 $ 700,702 § 129,982
9,307,565 1,062,412 9,084,704
927,872 905,471 -
497,909 - -
1,509,066 5941076 274,648
139,241 - -
187,198 - -
49,245 - -
1,837 - -
296,314 3,662,661 9,489,334
35,798 43,244 -

§ 13,072,112 § 3,705905 $ 9,489,334




EXHIBIT B

Net (Expense) Revenue
and Changes in Net Assets

Govermmental Business-Type

Activities Activities Total

$ 414,003 § - 8 414,003
839,551 - 839,551
(22,401) - {22,401)
(497,909) - (497,909)
(240,342) - {240,342)
(139,241) - (139,241)
(187,198) - {187.198)
{49,245) - (49,245)
{1,837) - {1,537)

115,681 - 115,681

- 7,446 7440

115,681 7,446 125027

31,233 - 31,233
(52,770) - (52,770)

7.446 ([ \{7:4486) -

101,590 - 101,590
3,391,793 - 3,391,793

$ 3,493,383 % - 5 3,493,383

16



SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2005

EXHIBIT C

Nonmajor
Governmental
General Funds Total
ASSETS
Cash and pooled investments $§ 3,730,836 §$ 195177 $ 3,926,013
Receivables:
Accounts 79,856 - 79,856
Due from cther governments 1,008,227 44358 1,052,585
Inventories 35,202 U = 35,202
TOTAL ASSETS $ 4,854,121 ¢ 239,535 $ 5,093,656
LIABILITIES AND FUND BALANCES
Liabilities:
Excess warranis issued over bank balance S - 5 14,880 % 14,889
Accounts payable 822,375 4,608 826,983
Salaries and benefits payable 1,780,159 83,669 1,863,828
Early retirement benefits 58,873 5,817 64,690
Compensated absences 77,660 - 77,660
Deferred revenue:
Federal grants 171,889 130,552 302,541
Total liabilities 2,911,066 239,535 3,150,591
Fund balances:
Reserved for:
Encumbrances 24,842 - 24,842
Inventories 35,202 - 35,202
Special purphses 189,127 - 189,127
Designated for:
Leadership Development 125,000 - 125,000
Rooftop Units 42,000 - 42,000
Undesignated 1,526,824 - 1,526,894
Total fund balances 1,043,065 - 1,943,065
TOTAL LIABILITIES AND FUND BALANCES $ 4854121 § 238535 $ 5,093,656

See Notes to Financial Statements
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EXHIBIT D

SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

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

TOTAL GOVERNMENTAL FUND BALANCES $ 1,943,065

Amounts reported for governmental activities in the statement of net assets are different
because:

Capital assets used in governmental activities are not current financial resources and,
therefore, are not reported in the funds. The cost of assets is $7,905,475 and the

accumulated depreciation is $4,894,783. 3,010,692
Long-term liabilities, including certificates of participation and early retirement benefits are

not due and payable in the current period and, therefore, are not reported in the funds 1,460,374
NET ASSETS OF GOVERNMENTAL ACTIVITIES $ 3,493,383

See Notes to Financial Statements
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SCUTHERN PRAIRIE AREA EDUCATION AGENCY 15

STATEMENT OF REVENUES. EXPENDITURES AND

Revenues:
Local sources
State sources
Federal sources

Total revenues

Expenditures:
Current:
Instruction
Student support services
Media services
General administration
Educational services
Plant operations and maintenance
Central and other support services
Debt service

Total expenditures

Excess (deficiency) of revenues
over {under) expenditures

Other financing sources (uses);
Transfers in
Transfers out

Total other finagcihgeources (uses)
Excess (deficienty) of revenues and
other financing sources over (under)
expenditures and other financing uses

Fund balances beginning of year

Fund balances end of year

See Notes to Financial Statements

CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2005

EXHIBIT E

General Nonmajor Total
$ 3563002 §$ 142663 § 3,706,565
3,482,249 282,424 3,764,673
5,711,890 - 5,711,990
12,758,141 425,087 13,183,228
- 412 968 412,968
9,224,635 - 9,224,635
940,605 - 919,605
193,412 - 493,472
1,493,620 - 1,495,620
138,001 - 138,001
185,530 - 185,530
- 170,782 170,782
12,456,863 583,750 13,040,613
301,278 {158,663) 142 615
20,000 170,782 190,782
{170,782) (12,554) (183,336}
{150,782) 158,228 7,446
150,496 {435) 150,061
1,792,569 435 1,793,004
$ 1,943,065 % - $§ 1,943,065
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SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

EXHIBIT F

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2005

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS

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

Governmental funds report capital outlays as expenditures while governmental
activities report depreciation expenses to allocate those expenditures over the
estimated useful lives of the assets. Governmental funds report the selling price of
fixed assets disposed while governmental activities report gains and losses on the
disposal of fixed assets. Depreciation expense and loss on disposal of assets
exceeded capital outlay expenditures in the current year, as follows:

Expenditures for capital assets
Depreciation expense
Loss on disposal of assets

Repayment of iong-term liabilities is an expenditure in the! gavernmental funds,
reduces long-term liabilities in the Statement of Net Assuty but's not reported in the

Statement of Activities.

Early retirement benefits expense reported in\ths Statement of Activities is not
reported as an expenditure in the governmantat funds.

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

See Notes to Financial Statements
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$ 150,061

$ 359,156
(451,141)

(52,770) (144,755)

120,000

(23,716)

$ 101,590



SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

STATEMENT OF NET ASSETS
PRCPRIETARY FUND
JUNE 30, 2005

ASSETS:
Due from other governments

LIABILITIES:
Excess warrants issued over bank balance
Accounts payable
Total liabilities

NET ASSETS:
Unrestricted

See Notes to Financial Statemenis
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EXHIBIT G

Cooperative
Purchasing

$ 9,793

6,039
3,754
9,793



EXHIBIT H

SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUND
YEAR ENDED JUNE 30, 2005

Cooperative
Purchasing
Operating revenues:
Charges for service $ 43,244
Operating expenses:
Non-Instructional Programs:
Supplies and materials 35,798
OPERATING, INCOME 7,446
Non-operating revenues (expenses):
Transfers out (7,446)
CHANGE IN NET ASSETS -
Net assets beginning of year -
Net assets end of year 3 -

See Notes to Financial Statements
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SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

STATEMENT OF CASH FLOWS

PROPRIETARY FUND

YEAR ENDED JUNE 30, 2605

Cash flows from operating activities:
Cash received from customers
Cash paid to suppliers
Transfers to general fund

Net cash provided by operating activities

Cash and cash equivalents beginning of year

Cash and cash equivalents end of year

Reconciliation of operating income to net cash provided by operating activiizs:

Operating income
Adjustments to reconcile operating income to net
cash provided by operating activities:
Transfers out

Net cash provided by operating activities

See Notes to Financial Statements
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EXHIBIT |

Cooperative
Purchasing

$ 43,244
(35,798)
(7,446)

$ 7,446

(7.446)



SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Southern Prairie Area Education Agency 15 is an intermediate school corporation established to identify and
serve children who require special education. The Agency also provides media services and education
support services. These programs and support services are provided to 25 school districts and private
schools in a ten-county area. The Agency is governed by a Board of Directors whose members are elected

on a nonpartisan basis.

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

For financial reporting purposes, Southern Prairie Area Education Agency 15 has included all funds,
organizations, agencies, boards, commissions and authorities. The Agency hag also, considered all
potential component units for which it is financially accountable and other orggnizatiorns for which the
nature and significance of their relationship with the Agency are such that wx<iusion would cause the
Agency’s financial statements to be misleading or incomplete. The Govemmerital Accounting Standards
Board has set fourth criteria to be considered in determining finangial\aecountability. These criteria
include appointing a voting majority of an organization’s governiiig bady-and (1) the ability of the Agency
to impose its will on the organization or (2) the potential forthe organization to provide specific benefits to
or impose specific financial burdens on the Agency. Southi Prairie Area Education Agency 15 has no
component units which meet the Governmental Accpunting<Standards Board criteria.

Basis of Presentation

Government-wide financial statements — fihe statement of net assets and the statement of activities
report information on all of the activities 27 the Agency. For the most part, the effect of interfund activity
has been removed from these-statements. Governmental activities, which normally are supported by
intergovernmental revenuzs, ‘are' reported separately from business-type activities, which rely to a
significant extent on fees ane charges for support.

The statemeniof net assets presents the Agency’s nonfiduciary assets and liabilities, with the difference
reported as et assets. Net assets are reported in three categories:

Invasied in capital assets, net of refated debt consists of capital assets, net of accumulated
depreciation and reduced by outstanding balances for bonds, notes, and other debt attributed to
the acquisition, construction, or improvement of those assets.

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

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

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those clearly identifiable with a specific
function. Program revenues include (1) charges to customers or applicants who purchase, use or
directly benefit from goods, services, or privileges provided by a given function and (2) grants,
contributions and interest that are restricted to meeting the operational or capital requirements of a
particutar function. Unrestricted interest income and other items not properly included among program
revenues are reported instead as general revenues.
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SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Financial Statements

Separate financial statements are provided for governmental and proprietary funds. Major individual
governmental funds are reported as separate columns in the fund financial statements All remaining
governmental funds are aggregated and reported as nonmajor governmental funds.

The Agency reports the following major governmentai funds:
The General Fund is the general operating fund of the Agency. All general revenues and other

revenues not allocated by law or contractual agreement to sorne other fund are accounted for in
this fund. From the fund are paid the general operating expenditures, including instructional,

support and other costs

Measurement Focus and Basis of Accounting

The Government-wide financial statements and the proprietary fund financial'statements are reported
using the economic resources measurement focus and the accrualbisiy of accounting. Revenues are
recorded when earned and expenses are recorded when a liabilty is ireurred, regardless of the timing of
related cash flows. Grants and similar items are recognized as/revenue as soon as all eligibility
requirements imposed by the provider have been satisfied

Governmental fund financial statements are reportecusing the current financial resources measurement
focus and the modified accrual basis of accounii'a Revenues are recognized as soon as they are both
measurable and available. Revenues are.sansiaered to be available when they are collectible within the
current period or soon enough thereafter tqf pay liabilities of current period. For this purpose, the Agency
considers revenues to be available if \hey are collected within 80 days after year end.

Intergovernmental revenuga,(shared revenues, grants and reimbursements from other governments)
and interest associated-wih thie current fiscal period are all considered to be susceptible to accrual. All
other revenue items\aré considered to be measurable and avaitable only when cash is received by the

Agency.

Expenditires yénerally are recorded when a liability is incurred, as under accrual accounting. However,
princpoahand interest on long-term debt, claims and judgments and compensated absences are
recoghized as expenditures only when payment is due. Capital asset acquisitions are reported as
expenditures in governmental funds. Proceeds of general long-term debt and acquisitions under capital
leases are reported as other financing sources.

The proprietary fund of the Agency applies all applicable GASB pronouncements, as well as the following
pronouncements issued on or before November 30, 1289, unless these pronouncements conflict with or
contradict GASB pronouncements:  Financial Accounting Standards Board Statements and
Interpretations, Accounting Principles Board Opinions and Accounting Research Bulletins of the

Committee on Accounting Procedure.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of
the Agency’s enterprise fund are charges to customers for services. Operating expenses for enterprise
funds include the cost of sales and services, administrative expenses and depreciation on capital assels.
All revenues and expenses not meeting this definition are reported as nonoperating revenues and

expenses.
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SOQUTHERN PRAIRIE AREA EDUCATION AGENCY 15

NOTES TQ FINANCIAL STATEMENTS
JUNE 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES (Continued)

Assets, Liabilities and Fund Equity

Cash. Pooled Investments and Cash Equivalents — Cash includes amounts in demand deposits
and money market funds Investments are stated at fair value except for the investment in the
lowa Schools Joint Investment Trust which is valued at amortized cost and non-negotiable
certificates of deposit which are stated at cost.

All short-term cash investments that are highly liquid are considered to be cash equivalents. Cash
equivalents are readily convertible to known amounts of cash and, at the day of purchase, have a
maturity date no longer than three months.

Inventories — Inventories are stated at cost using the first-in, first-out method _and consist of
expendable supplies and materials The cost of these items is recorded as an e pendityre at the

time of consumption.

Capital Assets — Capital assets, which include propetty, furniture and equipment, are reported in
the applicable governmental or business-type activities column,in the government-wide statement
of net assets. Capital assets are recorded at historical cost [onatsd<apital assets are recorded
at estimated fair market value at the date of donation Tha costaafinormal maintenance and repair
that do not add to the value of the asset or materially exte diasset lives are not capitalized Capital
assets are defined by the Agency as assets with initial, individual costs in excess of the following
thresholds and estimated useful lives in excessonons year.

Land $300
Buildings 300
Improvements other thai buildings 300
Furniture and egsipment 300
Library bookz=arid fiims 300

Capital assets of {ie Agency are depreciated using the straight line method of depreciation over

the following eStiinated useful lives:
Estimated Useful

Asset Class Lives (In Years)
Buildings 50
Improvements other than buildings 20
Furniture and equipment 5
Library books and films 5

Salaries and Benefits Payable — Payroll and related expenses for teachers with annual contracts
corresponding to the current school year, which are payable in July, August and September have been
accrued as liabilities.
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SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Deferred Revenue — Deferred revenue represents an excess of cash advances by the funding source over
accrued expenditures at year end.

Compensaied Absences — Agency employees accumulate a limited amount of earned but unused vacation
and sick leave hours for subsequent use or for payment upon termination, death or retirement. A liability
has been recorded in the statement of net assets representing the Agency’s commitment to fund non-
current compensated absences. This liability has been computed based on rates of pay in effect at
June 30, 2005. The compensated absences liability attributable to the governmental activities will be paid
primarily by the General and Special Revenue Funds.

Lona-Term Liabilities — In the Government-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the governmental activities column in the statement of net assets

Fund Balances — In the governmental fund financial statements, reservationsgsffundibaiance are reported
for amounts not available for appropriation or are legally restricted by outsidg pérties for use for a specific
purpose.

Restricted Net Assets — In the Government-wide statement o net,acéets, net assets are reported as
restricted when constraints placed on net asset use are either externally imposed by creditors, grantors,
contributors, laws and regulations of other governments or i aiosed by law through constitutional provisions
or enabling legislation.

NOTE 2: CASH AND POOLED INVESTMENTS

The Agency’s deposits in banks at June 3¢ 2005 were entirely covered by federal depository insurance
or by the state sinking fund in accordancawith Chapter 12C of the Code of lowa. This chapter provides
for additional assessments aozinst the depositories to insure there will be no loss of public funds.

The Agency is authorized Ly statute to invest public funds in obligations of the United States government,
its agencies and indtrimzntalities; certificates of deposit or other evidences of deposit at federally
insured depogitamnstitutions approved by the Board of Directors; prime eligible bankers acceptances,
certain high (atea“commercial paper; perfected repurchase agreements; certain registered open-end
managemeit rivestment companies; certain joint investment trusts, and warrants or improvement

certit\calies of a drainage district.

The Agency had investments in the lowa Schools Joint Investment Trust which are valued at an
amortized cost of $4,484 pursuant to Rule 2a-7 under the Investment Company Act of 1940.

Credit risk - The investment in the lowa Schools Joint [nvestment Trust is rated Aaa by Moody's
Investors Service.

27



SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

NOTES TO FINANCIAL STATEMENTS

NOTE 3: CAPITAL ASSETS

JUNE 30, 2005

Capital assets activity for the year ended June 30, 2005 is as follows:

Governmental activities:
Capital assets naot being depreciated:
Land

Capital assets being depreciated:
Buildings
improvements other than buildings
Furniture and equipment
Library books and films
Total capital assets being depreciated

Less accumulated depreciation for:
Buildings
Improvements other than buildings
Furniture and equipment
Library books and films
Total accumulated depreciation

Total capital assets being depreciated, net

Governmental activities capital assets, net

Balance
Beginning
of Year

$_192732

1,896,197
1,006,299
2,929,135
1.764.187
7,585,818

331,696
469,148
2,351,867
1.480.292
4833100

2952715

$3,155447

Depreciation expense was charged to fuictions of the Agency as follows:

Governmental activities:
Instruction
Student support services
Media services
General adminictzaion
Educational services
Plant operations and maintenance
Central and cther support services

Total governmental activities depreciation expense

Balance
End

Additions  Deletions of Year
$ - $ - $_1982732
- - 1,896,197
- - 1,006,299
220,061 179,705 2,952,491
139,095 _82,52¢8 1,540,756
359.156 242,234 7.712.743
37,024 - 369,620
50,308 - 519,463
ST 248 126,934 2,444 281
43,654 62,527 1.561.419
451,141 189,461 4,894,783
{91,985) 52,770 2.817.960
$(01,985) $ 52770 $3.010692
$ 14,476
323,362
32,236
17,298
52,428
4 837
6,504
$ 451,141

Buildings within governmental activities includes $1,500,000 acquired under capital leases.
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SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

NOTE 4: CHANGES IN LONG-TERM LIABILITIES
A summary of changes in long-term liabilities for the year ended June 30, 2005 is as follows:
Balance Balance
Beginning End
of Year Additions  Reductions Of Year
Certificates of participation $ 1,433,000 § - $ 120,000 $ 1,313,000
Compensated absences 81,358 - 3,698 77.660
Early retirement benefits 175,023 97,079 60,038 212,064
Total $1.689,381 $97079  $183736 $1.602.724
Certificates of Participation
The Agency has sold certificates of participation for land and facilities for a total of $2,500/000 _The certificates of
participation represent an ownership interest of the certificate holder in a lease purchase agraement, The certificates
mature over a period of 20 years with an interest rate of 5.8%. On May 1, 2003, tie lease was refinanced with an
interest rate of 3.51%. The following is a schedule by year of the future minimum paj{nents required:
Year
Ending
June 30 Principal intereat Total
2006 $ 130,000 $0.44,945 $ 174,945
2007 135,000 40,383 175,383
2008 145,000 35,556 180,556
2009 1554400 30,379 185,379
2010 762,000 24,850 189,850
Thereafter _5k2u00 38,364 621,364
Total $1413,000 $ 214,477 $ 1527477
Payments on the certificates-ef participation for the year ended June 30, 2005, including interest, totaled
$169,245
NOTE 5: PENSION AND RETREMENT BENEFITS

NOTE &:

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

Plan members are required to contribute 3.70% of their annual covered salary and the Agency is required to
contribute 5 75% of annual covered payroll for the years ended June 30, 2005, 2004 and 2003. Contribution
requirements are established by state statute. The Agency’s contributions to IPERS for the years ended
June 30, 2005, 2004 and 2003 were $419,124, $405,734, and $404,083 respectively, equal to the required
contributions for each year.

RISK MANAGEMENT

Southern Prairie Area Education Agency 15 is exposed to various risks of loss related to torts; theft, damage
to and destruction of assets; errors and omissions; injuries to employees; and natural disasters. These risks
are covered by the purchase of commercial insurance. The Agency assumes liability for any deductibles and
claims in excess of coverage limitations. Settled claims from these risks have not exceeded commercial
insurance coverage in any of the past three fiscal years.
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SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005

NOTE 7: MAJOR REVENUE SQURCE

The Agency receives the majority of its funding from grants with the State of lowa and the Federal Government.
The majority of the Agency’s funding is accomplished through a reimbursement system. The Agency incurs
expense, pays for the expense, submits a reimbursement voucher to the appropriate agency and is reimbursed
for the expense.

NOTE 8: OPERATING LEASES

The Agency has leased various facilities within the area to house the different divisions of the Agency These
leases have been classified as operating leases and accordingly, all rents are charged to expenditures as
incurred. The Jeases expire between June 30, 2004 and June 30, 2007 Certain leases are renewable for
additional periods. Some of the leases also require the payment of normal maintenance andinsurance on the
properties. In most cases, management expects that the leases will be renewed or replaced by other leases.

The Agency has leased various pieces of office equipment. The leases have bean ciassiied as operating
leases and, accordingly, all rents are charged to expenditures as incurred. The izase expires September 30,
2009,

The following is a schedule by year of future minimum rental payme(its requi’ed under operating leases which
have initial or remaining noncancellable lease terms in excess.of oneyzar as of June 30, 2005

Year Ending Space Cflice
June 30, Rental cquipment Total
2006 $-57,259 $ 26,384 $ 87,623
2007 22,008 26,364 48,372
2008 - 26,364 26,364
2009 - 26,364 26,364
2010 6,591 6,591

$ 83267  $112047 $195314
The total rental eXodpaitures for the year ended June 30, 2005, for all operating leases were $83,559.

NOTE 9: EARLY RETIREMENT BENEFITS

The Agei cy offers early retrement benefits to eligible employees. Employees who take early retirement are
eligible for up to five years heaith insurance coverage with the premiums paid by the Agency Currently, there
are 13 employees who are pariicipating. Individuals who take early retirement are paid a percentage of their
final year's salary (dependent upon their age when they retire). Salary and insurance expenses are expensed
in the year that the employee elects early retirement. During the year ended June 30, 2005, $75,081 was
expensed for future health insurance benefits
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SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

SCHEDULE OF REVENUES, EXPENDITURES/EXPENSES AND CHANGES
IN BALANCES - BUDGET AND ACTUAL
ALL GOVERNMENTAL FUNDS AND PROPRIETARY FUND
REQUIRED SUPPLEMENTARY INFORMATION
YEAR ENDED JUNE 30, 2005

Governmental Proprietary

Funds Fund Total
Actual Actual Actual
Revenues:
Local sources $ 3,706,565 $ 43244 $§ 3,749,809
State sources 3,764,673 - 3,764,673
Federal sources 5,711,980 P :, 5,711,890
Total revenues 13,183,228 NA43,244 13,226,472
Expenditures/Expenses:
Current:
instruction 412,968 - 412,968
Student support services 9,224,635 - 0,224,635
Media services 919,605 - 919,605
General administration 493,472 - 493,472
Educational services 1,495,620 - 1,495,620
Plant operations and maintenance 138,001 - 138,001
Central and other support services 185,530 - 185,530
Non institutional programs - 35,798 35,798
Debt service 170,782 - 170,782
Total expenditures/expenses 13,040,613 35,798 13,076,411
Excess (deficiency) of révenues over {under)
expenditures/exptnsas 142,615 7,446 150,061
Other financing sources {(uses), het 7.446 {7,4486) -
Excess (deficiency) of revenues and other
financing sources over (under) expenditures/
expenses and other financing uses 150,061 - 150,061
Balance beginning of year 1,793,004 - 1,793,004
Balance end of year $ 1943065 § - § 1,943,065

See Accompanying Independent Auditor's Report
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$

Final to

Budget Actual
Original Final Variance
4,076,762 4084938 $ (335,129)
3,900,220 3,790,968 {(26,295)
5,691,466 5,750,056 {38,066)

13,668,448 13,625,952 (399.490)
529,542 440,360 27,392
9,665,316 9,707,912 483,277
1,002,690 947,208 27,603

484,754 492,069 (1,403)
1,417 661 1,665,528 169,908
139,052 138,218 )
191,098 199,269 13739
492 554 492,554 458,756
170,014 170,782 -
14,092,681 14,253(000; 1,177,489
(424,233) {627,938) 777,999
(424,233) (627,938) 777,999
1,381,085 1,793,004 -
956,852 1,165,066 $ 777,999




SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

NOTE TO REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY REPORTING

YEAR ENDED JUNE 30, 2005

This budgetary comparison is presented as Required Supplementary Information in accordance with Governmental
Accounting Standards Board Statement No. 41 for governments with significant budgetary perspective differences resulting
from not being able to present budgetary comparison for the General Fund and each major Special Revenue Fund.

The Agency’s Board of Directors annually prepares a budget on a basis consistent with US. generally accepted
accounting principles. Although the budget document presents function disbursements by fund, the legal leve! of control
is at the total expenditure/expense level, not by fund. After required public notice and hearing in accordance with the
Code of lowa, the Board submits its budget to the State Board of Education. The State Board reviews the proposed
budget and either grants approval or returns it without approval with comments. Any unapproved budget must be
resubmitted to the State Board for final approval. The budget may be amended during the year utilizing procedures
prescribed by the State Board.
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SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUNDS

JUNE 30, 2005

ASSETS

Cash and pooled investments
Due from other governments

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

Liabilities:
Excess warrants issued over bank balance
Accounts payable
Salaries and benefits payable
Early retirement benefits
Deferred revenue:
Federal grants

Total liabilities

Fund balances:
Reserved for special purposes

TETRALVIABILITIES AND FUND BALANCES

See Accompanying Independent Auditor's Report
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SCHEDULE 1

Special Revenue

Juvenile Special
Home Education
Education Instruction Total
$ 195177 3 - $ 195177
- 44 358 44,358
$ 195,177 % 44,358 §$ 239,535
5 - % 14,889 § 14,889
1,752 2,856 4,608
57,056 26,613 83,669
5,817 - 5,817
130,552 - 130,552
195,177 44,358 239,535
$ 195177 $ 44,358 $ 239,535




SCHEDULE 2

SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2005

Special Revenue

Juvenile Special
Home Education Debt
Education Instruction Service Total
Revenues:
Local sources 5 - § 142683 $§ - $ 142,663
State sources 278,464 3,960 o - 282,424
Total revenues 278,464 146,623 { g 425,087
Expenditures:
Current:
Instruction 270,248 132,720 - 412,968
Debt service - - 170,782 170,782
Total expenditures 270,242, 142,720 170,782 583,750
Excess (deficiency) of revenues over
(under) expenditures 8,216 3,803 (170,782) (158,663)
Other financing sources (uses):
Transfers in (out) (8,218) (4,338) 170,782 158,228
Deficiency of revenues and other financihg sources
under expenditures and otheifinarcing uses - (435) - (435)
Fund balances beginning o year - 435 - 435
Fund balances e1id of year $ - % - 8 - % -

See Accompanying independent Auditor's Report
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SQOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

SCHEDULE OF REVENUES BY SOURCE AND EXPENDITURES BY FUNCTION -

Revenues:
Local sources
State sources
Federal sources

Total

Expenditures:
Current:
Instruction
Student support services
Media services
General administration
Educational services
Plant operations and maintenance
Central and other support services
Debt service

Total

ALL GOVERNMENTAL FUNDS

FOR THE LAST FOUR YEARS

Modified Accrual Basis

SCHEDULE 3

Years Ended June 30,

2005 2004
$ 3,706,565 $ 3,663,835
3,764,673 3,812,383
5,711,990 5,104,982
$ 13,183,228 $ 12,581,200
$ 412,968 $  589;574
9,224,635 9,193,11;
919,605 863,720
493,472 159,908
1,495,620 1,395,311
138,001 107,823
15,530 149,745
0782 169,906
$ 13,040,613 $ 12,033,898

See Accompanying Independent Auditor's Report
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2003 2002
$ 3,562,391 $ 3,834,403
4,284,016 4,147,610
4,354 594 3,989,015
$ 12,207,001 ., $ 11,971,028
$* 554,201 $ 963,391
8,060,086 7,951,326
896,323 868,082
480,786 444 405
1,229,856 1,240,338
103,701 99,690
153,709 163,414
307,547 367,068
$ 11,786,209 $ 12,097,714




SCHEDULE 4

SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2005

Pass-through

Total

37

CFDA Grantor's
Number Number Expenditures
Indirect:
U.S. Departmment of Education:
Passed through lowa Department of Education:
Success 4 84 027 4K75-15 22,929
Handicapped Preschool Program 84.027 40515 3,524,941
Handicapped Preschool Program {Lea Flowthrough) 84.027 5KB2-15 1,148,087
Handicapped Preschool Program {Learning Support) 84.027 4K75-15 39,301
Parent Education 84 027 47415 80,944
Second Opinion 84,027 A<71-05 8,055
Transition Grant 84 027 4140945 12,616
Para Educator Project 84.027 4K76-15 13,568
4,850,441
Section 619 Ages 3-5 84 173 04619-15 265,046
5,115,487
Part C Infants and Toddlers 84 181 C04-15 167,793
Part C Infants and Toddlers (Regional Coording ar} 84 181 -- 5,183
Parent Ed Measures Survey 84 181 G4KC1-11 900
173,876
Assistive Technology 84.224A -- 3,414
Eisenhower Math/SClen=< Block Grant 84 281A -- 4,081
E2T2 84.318 - 191,344
State\improvement Grant 84323 G-5P13-15 16,100
Title | Accountability Grant 84 .348 - 13,881
Reading First 84.357 - 23,634
Title HI ELL/LEP 84.365 - 33,941
Service Learning 94.004 05SL015 2,000
5,577,758



SCHEDULE 4
{Continued)

SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2005

Basis of Presentation — The Schedule of Expenditures of Federal Awards includes the federal grant activity of Southern
Prairie Area Education Agency 15 and is presented on the modified accrual basis. 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. Therefore, some amounts presented in this schedule may differ from amounts presented in, or
used in the preparation of, the basic financial statements.

See Accompanying Independent Auditor's Report
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

To the Board of Directors of
Southern Prairie Area Education Agency 15

We have audited the accompanying financial statements of the governmental activities, the business type activities,
each major fund and the aggregate remaining fund information of Southern Prairie Area Education Agency 15 as of and
for the year ended June 30, 2005, which collectively comprise the Entity’s basic financial statements listed in the table of
contents, and have issued our report thereon dated August 4, 2005. We conducted our audit in accordance with U.S.
generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

internal Control Over Financial Reporting

In planning and performing our audit, we considered Southern Prairie Area Edugsation tgency 15's internal control over
financial reporting in order to determine our auditing procedures for the purdose, ofexpressing our opinions on the
financial statements and not to provide an opinion on the internal controt over finzacial reporting. However, we noted
certain matters involving the internal control over financial reporting anay’znperation that we consider to be reportable
conditions. Reportable conditions invoive matters coming to our aftention=siating to significant deficiencies in the design
or operation of the internal control over financial reporting that, inour judgment, could adversely affect Southern Prairie
Area Education Agency 15's ability to record, process, stiimarize and report financial data consistent with the
assertions of management in the financial statements ", Reportable conditions are described in Part Hl of the
accompanying Schedule of Findings and Questioned Crs)s.

A material weakness is a reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relativelvlowleve! the risk that misstatements caused by error or fraud in amounts
that would be material in relation to thefinan sial statements being audited may occur and not be detected within a timely
period by employees in the normal’ Caurse of performing their assigned functions. Our consideration of the internal
control over financial reporting wouid not necessarily disclose all matters in the internal control that might be reportable
conditions and, accordingly, wowid not necessarily disclose all reportable conditions that are also considered fo be
material weaknesses  Mowaver, we believe none of the reportable conditions described above are material
weaknesses. Pricl yealreportable conditions have all been resolved.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Southern Prairie Area Education Agency 15's financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
reguiations, coniracts and grant agreements, noncompiiance 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, accordingiy, we do not express such an opinion. The results of our tests disclosed no
instances of non-compliance or other matters that are required to be reported under Government Auditing Standards.

Comments involving statutory and other legal matters about the Agency'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 Agency. Since our audit was based on tests and samples, not all ransactions 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.
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This report, a public record by law, is intended solely for the information and use of the officials, employees and citizens
of Southern Prairie Education Agency 15 and other parties io whom the Agency may report, including federal awarding
agencies and pass-through entities. This report is not intended o be and should not be used by anyone other than

these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of Southern Prairie
Area Education Agency 15 during the course of ouraudit Should you have any questions concerning any of the above
matters, we shall be pleased to discuss them with you at your convenience

ANDERSON, LARKIN& CO P C.

Ottumwa, lowa
August 4, 2005
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND INTERNAL CONTROL QVER COMPLIANCE

To the Board of Directors of
Southern Prairie Area Education Agency 15

Compliance

We have audited the compliance of Southern Prairie Area Education Agency 15 with the/ types_of compliance
requirements described in the U S. Office of Management and Budget (OMB) Circular A-133 Ccmpliance Supplement
that are applicable to each of its major federal programs for the year ended June 30,2005 Southern Prairie Area
Education Agency 15's major federal programs are identified in Part | of the accompanying Schedule of Findings and
Questioned Costs. Compliance with the requirements of laws, regulations, confracts/end grant agreements applicable to
its major federal programs is the responsibility of Southern Prairie Area Equcatian/Agency 15's management Our
responsibility is to express an opinion on Southern Prairie Area Education Agancy 15's compliance based on our audit.

We conducted our audit of compliance in accordance with U .S, generallvaccepted auditing standards; the standards
applicable to financial audits contained in Government AuditifiqGtandards, issued by the Comptrolier General of the
United States, and OMB Circular A-133, Audits of States, \deahGovernments and Non-Piofit Qrganizations. Those
standards and OMB Circular A-133 require that we plan &nawerform the audit fo obtain reasonable assurance about
whether noncompliance with the types of compliancedequirements referred to above that could have a direct and
material effect on a major federal program occuriad . An audit includes examining, on a test basis, evidence about
Southern Prairie Area Education Agency.15's compliance with those requirements and performing such other
procedures as we considered necessaryjithy Circumstances. We believe that our audit provides a reasonable basis
for our opinion. Our audit does not.plovide a legal determination on Southern Prairie Area Education Agency 15's

compliance with those requiremeanias

In our opinion, Southern PraiiteArea Education Agency 15 complied, in all material respects, with the requirements
referred to above that@we'anplicable to each of its major federal programs for the year ended June 30, 2005

Internal Control Over Compliance

The management of Southern Prairie Area Education Agency 15 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 Southern Prairie Area Education Agency 15's
internal control over compliance with requirements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance and to
test and report on internal control over compliance in accordance with OMB Circular A-133

Our consideration of the internal control over compliance would not necessarily disclose ail matters in the internal control
that might be material weaknesses. A material weakness is a reportable condition in which the design or operation of
one or more of the internal control components does not reduce to a relatively low level the risk thai noncompliance with
applicable requirements of laws, regulations, contracts and grants 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. We noted no matters involving the internal control over
compliance and its operation that we consider to be material weaknesses.
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This report, a public record by law, is intended solely for the information and use of the officials, employees and citizens
of Southern Prairie Area Education Agency 15 and other parties to whom the Agency 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

ANDERSON, LARKIN & CO P C.

Ottumwa, lowa
August 4, 2005
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SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2005

Part I: Summary of the Independent Auditor's Results:

a. An unqualified opinion was issued on the financial statements.

b. Reportable conditions in internal control over financial reporting were disclosed by the audit of the financial
statements, none of which are considered to be material weaknesses.

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

d. No reportable conditions in internal contral over major programs were disclosed by the audit of the financial
statements.

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

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

g. Major programs werg as follows:

s CFDA Number 84 .027 - Special Education - Grants o States

+ CFDA Number 84 173 - Special Education - Presehasi\Grants
h. The dollar threshold used to distinguish between Typ= 7 and Type B programs was $300,000.
i. Southern Prairie Area Education Agency 15 qusiifies as a low-risk auditee.

Part II: Findings Related io the Financial Stategnents:

Instances of Noncempliance™ ilo matters were noted.

Reportable Condif'oris =

Expense™ipproval - It is the policy of Southern Prairie Area Education Agency 15 to have
employ=e expenditures approved by their supervisor or depariment head. We noted one instance
where this policy was not complied with.

Recommendation - The Agency should make every effort to enforce this policy.

Response — We will do so.
Conclusion — Response accepted.

Part lll: Findings and Questioned Costs for Federal Awards:

Instances of Noncompliance - No matters were noted.

Reportable Conditions - No matters were noted.

Part IV: Other Findings Related to Required Statutory Reporting:

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

2005
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SOUTHERN PRAIRIE AREA EDUCATION AGENCY 15

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2005

Part IV: Other Findings Related to Required Statutory Reporting: (Continued)

05-1V-B  Budget - Expenditures during the year ended June 30, 2005, did not exceed the amount budgetad.

05-IV-C Questionable Expenditures - We noted no expenditures that may not meet the requirements of public
purpose as defined in an Attorney General's opinion dated April 25, 1979

05-IV-D Travel Expense - No expenditures of Agency money for travel expenses of spouses of Agency officials or
emplovees were noted

05-IV-E Business Transactions - No business transactions netween Southern Prairie Area Education Agency 15
and Agency officials or emplovees were noted.

05-1V-F  Bond Coverage - Surety bond coverage of Agency officials and employees is in aceardance with statutory
provisions The amount of coverage should be reviewed annually to insure that thiz covarage is adequate

for current operaticns

05-IV-G Beard Minutes — No transactions were found that we believe should have been approved in the Board
minutes but were not

05-1V-H Deposits and Investments - No instances of noncomalianse wittaths deposit and investment provisions of
Chapters 12B and 12C of the Code of lowa were noted.

05-IV-]  Certified Annual Report - The certified annual repoit was filed with the Department of Education timely
and we noted no significant deficiencies in the, amuunts reported
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