WOODBURY COUNTY ARPA SOLID WASTE AGENCY

NEWS RELEASE

FOR IMMEDIATE REFLEASE

Hunzelman, Putzier & Co., PLC Storm Lake, Towa, today released an audit report on Woodbury County Area
Solid Waste Agency.

The Agency had total receipts of $659,300 for the year ended June 30, 2006, a 55% increase from 2005, The
receipts included $184,593 in city and county assessments, $191,510 in user fees and gate receipts, $236,216 in
loan proceeds, and $28,542 interest on investments.

Disbursements for the year totaled $903,493, a 2019 increase from the prior year, and included $558,820
capital improvements and equipment purchased, $180,439 for salaries and berefits, and $33.693 for debt service.

A copy of the audit report 1s available for review in the office of the Auditor of State and Woodbury County

Area Solid Waste Agency’s office.
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Independent Auditor’s Report

To the Members of Woodbury
County Area Sold Waste Agency

We have gedited the sccompanying financial statement of Woodbury County Area Sclid Waste Agency as
of and for the vear ended June 30, 2006, This financial staterment 15 the responsibility of the Ageney’s
management. Our responsibilily s (o express an opinion on the financial statoment based on our audit,

We conducted our andit in accordance with 1.5, generally sccepted auditing standards and the standards
applicable to {inancial audits contained in Government Auditing Standards, issued by the Comptrolier General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statement is free of material misstatement. An sudit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statement, An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaloating the
overall financial statement presentation. We believe that cur audit provides a reasorable basis for our opinion,

As deseribed in note 1, this {inancial statemnent is prepared on the basis of cash receipts and dishursements,
which iy a comprehensive basis of accounting other than U8, generally accepted accounting principles.

[0 owr opinion, the financial statement referred 1o above presents fairly, in all material respects, the cash
basis financial position of Woodbury County Area Solid Waste Agency as of June 30, 2006, and the changes in its
cash basis financial position for the year then ended in conformity with the basis of accounting described in
Note |,

In accordance with Government Auditing Standards, we have also issued our report dated Gctober 11, 2006,
on our congideration of Wooedbury County Area Solid Waste Agency's internal control over financial reporting
and our tests of s compliance with certain provisions of laws, regulations, contracts, grant agreements, and other
matters. The purpose of that report s to describe the scope of our testing of internal contro} over financial
reporting and compliance and the results of that testing, and not 1o provide an opinion on the interal contro} over
financial reporting or on compliance. That report is an integral pant of an audit performed in accordance with
Covernmental Auditing Standards and should be considered in assessing the results of our audit,

Management's Discussion and Analysis on pages 5 through & is not a required part of the finascial
statement, but is supplementary information required by the Governmental Accounting Standards Board, We
have apphied certain limited procedures, which consisted principally of inguiries of management regarding the
metheds of measurement and presentation of the required supplementary information. We did not audit the
information and express no opinion on it

/é,/g %KM{)

Cetober 11, 2006



MANAGEMENT'S DISCUSSION AND ANALYSIS

Woodbury County Arca Solid Waste Agency provides this Management’s Discussion and Analysis of its
financial statement. This narrative overview and analysis of the financial activities of Woodbury County Area
Solid Waste Agency is for the fiscal vear ended June 36, 2006, We encourage readers to consider this
information in conjunction with the Agency’s financial statement, which follows.

2000 FINANCIAL HIGHILIGHTS

Operating receipts increased 0.7%, or approximately $3,000, from fiscal 2005 to fiscal 2006.
Operating disbursements increased approximately $49,000, or 19%, from fiscal 20035 to fiscal 2006.
Cash basis nct asscls decreased 29%, or approximately $244,000, from June 30, 2005, to June 30, 2006.

USING THIS ANNUAL REFPORT

The Agency has elected to present jts financial statement on the cash basis of accounting. The cash basis of
accounting is a basis of accounting other than U. 8. geperally accepted accounting principles. Basis of accounting
refers to when financial events are recorded, such as the timing for recognizing revenues, expenses. and the
related assets and liabilitics. Under the cash basis of accounting, revenues and expenses and the related assets and
liabilities are recorded when they result from cash transactions.

As a result of the use of this cash basis of accounting, certain assets and their related revenues and liabilities, and
their related expenses, are not recorded in this financial statement. Therefore, when reviewing the financial
information and discussion within this annual report, the readers should keep in niind the Hmitations resulting
from the use of the cash basis of accounting,

The annual report is presented in a format consistent with the presentation of the Governmental Accounting
-Standards Board (GASB) Statement No. 34, as applicabie to the cash basis of accounting,

This discusston and analysis are intended to serve as an introduction to the financial statemnent. The annual report
consists of the financial statement and other information, as follows:

Management’s Discussion and Analysis introduces the financial statement and provides an analytical
overview of the Agency’s finsncial activities,

The Statement of Cash Receipts, Disbursements, and Changes in Cash Basis Net Assets presgnts information
on the Agency’s operating receipts and disbursements, non-operating receipts and disbursements, and whether
the Agency’s financial position has improved or deteriorated as a result of the year’s activities.

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



FINANCIAL ANALYSIS OF THE AGENCY

Statement of Cash Receints, Dishursements, and Changes in Cash Basis Net Assets

The purpose of the sfatement 18 to present the receipts received by the Agency and the disbursements paid by the
Agency, both operating and non-operating. The statement also presents a fiscal snapshot of the cash balance at
vear end. Over time, readers of the financial statement are able to determine the Agency”s cash basis financial
position by analyzing the increase and decrease in cash basis net assets.

Operating receipts are received for gate fees from accepting solid waste and assessments from the members of the
Agency. Operating disbursements are disbursements paid to operate the landfll. Non-operating receipts and
disbursements are for interest on tnvestments, debt proceeds, equipment purchases, capital improvements, and
debt service principal and interest payments. A summary of cash receipts, dishursements, and changes in cash
basis net assets for the yvears ended June 30, 2006, and June 30, 2003, {s presented below:

Changes in Cash Basis Net Assets

Year Ended June 30,

2006 2005
Operating receipts:
City and County assessments $ 184,593 186,170
User fees and gate roceipts 191,510 186,854
Salvage receipts 17,662 18,146
Miscellaneous 777 7035
Total operating receipts 394,542 191,875
Ovperating disbursements:
Salaries and bonefits 180,439 154,007
Fuel, oil, and lubricants 23,980 1R,910
Operating supplies and repairs 21,622 15,324
Engincering and testing services 17,684 12,410
DNR tonnage fees 12,292 12,126
Other 53,958 47,823
Total operating disbursements 309,980 260.690
Excess of operating receipts over
operating disbursements 84,562 131,185
Non-operating receipts {dishursements):
Interest on investinents 28,542 32873
Loan proceeds 236,216 -
Capital improvements (475,309} (36,301
Fauipment purchases (84.511) {3.400)
Principal payments on debt {25,390) -
Interest payments on debt {8.303) -
Net nenr-operating disbursements {328,755} {6.828}
Net change in cash basis net assets (244,193} 124,357
Cash basis net assets, beginning of year 840,504 716,147
Cash basis net assets, end of year $.596,311 840,504

&



FINANCIAL ANALYSIS OF THE AGENCY - (Comtinued)

Cash Basis Net Assets

Restricted for:

Closure $129.202 $118,056
Postelosure 418.691 372,027
Total restricted net assets 547,983 AG(3 083
nrestricted 48,378 349 521
Toial cash basis net assets 5396311 $840.504

In fiscal 2006, operating receipts increased by 82,667, or 0.7%. In fiscal 2006, operating disbursements increased
by $49.290, or 19%, from fiscal 2005. The increase in disbursements was primarily due to the additional wages
and benefits for a new full time employee.

A portion of the Agency’s net assets, $547,983 (92%), is restricted for closure and postelesure care. State and
federal laws and regulations require the Agency to place a final cover on the fandfill site and perform cestain
maintenance and monitoring functions at the landfill site for a minimum of thirty vears after closure. The
remaining net assets, $48,328 (89%), are unrestricted net assets that can be used to meet the Agency’s obligations
as they come due. Restricted net assets increased $57,000, or 12%, during the year. The increase was due to
additional funds set aside for closure and postclosure care. Unrestricted net assets decreased $301,193, or 86%,
during the year due to construction projects completed during this time,

LONG-TERM DEBT

At June 30, 2006, the Agency had $211,144 of debt outstanding compared to $-0- in 2005, See Note 3 for
additional details.

ECOMOMIC FACTORS

Woodbury County Area Solid Waste Agency saw a decrease in its financial position during the current fiscal
year. The current economic condition of the state continues to be a concern for Agency members, as money is
distributed from the state to the county and thus filters down to the landfill. Some of the realities that may
potentially become challenges for the Agency (0 meet ane

The Woodbury County Area Solid Waste Agency began to use the new transfer station building in January of
2006. The Agency borrowed SWAP grant money from the lowa Department of Natural Resources to
purchase a baler, Bobeat skid loader, and new recycling trailers. The baler was installed in January and was
up and running to bale all the recycling the Agency picked up at curb side with the trailers. The Agency
shipped its first load of baled recycling out in July of 2006, On August 24, 2006, the Agency shipped the first
load of garbage out to Jackson, Nebraska, and the capping of the landfill began. Early this fall, the capping
oft of the landfill was completed and grass was growing before the first heavy frost.

The last two years of the landfill have been very busy with engiveers, finalization of plans, and contractors.

The lowa Department of Natural Resources and the EPA are rewriting the rules constantly and it 1s always a
concern to the Agency because changes mean increased cosis.

The facilities and all the equipment require constant maintenance and upkeep. In the spring of 2007, there
will be a necd to fix some smalf wash-outs, put cut more grass seed, and fertilize the capped off landfiil. The
Wouodbury County Area Solid Waste Agency anticipates the next five years will be financially challenging
and will maintain a closc watch over resources to uphold the Agency’s ability to react to unknown issues and
repay the money borrowed for the new transfer building and the recyeling equipment.



CONTACTING THE AGENCY'S FINANCIAL MANAGEMENT

This financial report is designed to provide the Agency’s citizens, taxpayers, customers, and creditors with a
general overview of the Agency’s finances and to show its accountability for the money it receives. If there are
questions about this report or a need for additional financial information, confact Woodbury County Area Solid
Waste Agency, 200 Ida Avenue, Moville, lowa,



WOODBURY COUNTY ARPA SOLID WASTE AGENCY
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS, AND
CHANGES IN CASH BASIS NET ASSETS Exhibit A
YEAR ENDED JUNE 30, 2006

Ciperating receipts:

City and County assessments $ 184,593
User fees and gate receipts 191,510
Salvage receipts 17,662
Miscellaneous 777

‘Total operating receipts 394542

Operating disbursements;

Salaries and benefits 180,439
Fuel, oil, and lubricants 23,980
Operating supplies and repairs 21,622
Office supplies 3.628
Telephone 2,822
Utilities 3,390
Travel and continudng education 3,636
Insurance 17,689
¥Engineering and testing services 10,909
Accounting and legal 2,890
lowa Department of Natural Resources tonnage fee 12,292
Dirt haubing 14,173
Tire disposal 7,683
Recycle processing and disposal 3,404
Miscellaneous o 1A03

Total operating disbursements 309980

Excess of operating receipts over
operating disbursements 84,562

Non-operating recetpts (dishursements):

Interest on investments 28,542
Loan proceeds 236216
Capital improvements {475,309
Equipment purchases (84,511}
Interest payments on debt (25,390
Principal payment on debt (5,303)
Net non-operating disbursements (328,755)
Net change in cash basis net assels {244,193
Cash basts net assets, beginning of year 840,504
Cash basis net assets, end of year 3596311
{Continged)

9



WOODRURY COUNTY AREA SOLID WASTE AQENCY
STATEMENT ()E ( ASH RF( Eil’! S, DISBURSEMENTS, AND
WWNWGES IN CASH BASIS NET ASSETS Exhibit A
YEAR I NDI D ?UP\}} 30, 2006 {Continued)

Cash Basis Net Assels

Restricted for:

Closure £ 126,202

Postelosure 418,691
Total restricted net assets 547,983
48,328

Unrestricted
Total cash basis net asscts $ 596,311

See notes to financial statement.
10



WOODRBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2006

Summary of Significant Accounting Policies

Woodbury County Area Solid Waste Agency was formed pursnant to the provisions of Chapter 28E of the
Code of lowa. The purpose of the Agency is to develop, operate, and maimtain solid waste facilities in
Woodbury County on behalf of the units of government which are members of the Agency.

The governing body of the Agency is composed of one representative from each of the twelve member
cities and three representatives from Woodbury County. The representatives are appointed by the
participating pelitical subdivisions and each has one vote.

Al

B.

C.

Reporting Entity

For financial reporting purposes, Woodbury County Area Solid Waste Agency has included all funds,
organizations, agencies, boards, commissions, and authorities, The Agency has also considered all
potential component units for which it is financially accountable, and other organizations for which the
nature and significance of their relationship with the Agency are such that exclusion would cause the
Agency’s financial statement (0 be misleading or incomplete. The Governmental Accounting Standards
Board has set forth eriteria to be considered in determining financial accountability. These criteria
include appointing a voting majority of an organization’s governing body, and (1) the ability of the
Agency to impose 11s will on that organization or {23 the potential for the organization 1o provide
specific benefits (o, or impose specific financial burdens on, the Agency. The Agency has no
component units which meet the Governmental Accounting Standards Board criteria,

Basis of Presentation

The accounts of the Agency are organtzed as an Enterprise Fund, Enterprise Funds are utthized to
finance and account for the acquisition, operation, and maintenance of governmental factlitics and
services supported by user charges.

Enterprise Funds distingnish operating receipts and disbursements from non-operating items. Operating
receipts and disbursements generally result from providing services and producing and delivering goods
in conpection with an Enterprise Fund’s principal ongoing operations. Al receipts and disbursements
not meeting this definition are reported as non-operating receipts and disbursements,

Basis of Acocouniing

Woodbury County Area Solid Waste Agency maintains its financial records on the basis of cash
recetpts and disbursements and the financial statement of the Agency is prepared on that basis. The
cash basis of accounting does not give ctfect to accounts receivable, accounts pavable, and accrued
items, including the estimated payables for closure and postclosure care. Accordingly, the financial
statement does ool present the financtal position and resulis of operations of the Agency in accordance
with U.5. generally accepted accounting principles.

Net Assets

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



WOODBURY COUNTY AREA SOLIDRD WASTE AGENCY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2006

revsem et sy e e o arc s encns ennre

The Agency's deposits in banks at June 30, 2006, were entirely covered by federal depository insurance or by
the State Sinking Fund in accordance with Chapter 12C of the Code of fowa. This chapter provides for
additional assessments against the 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
agencics and instrumentalities; certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the Agency; prime eligible bankers acceptances; certain high rated
commercial paper; perfected repurchase agrecrenis; certain registered open-end management investment
companies; certain joint investment trusts; and warrants or improvement certificates of a drainage district.

The Agency has parchased an anpuity with an insurance agency which is valued at $312,352 as of June 30,
2006, This investent is unrated for credit risk purposes and does not appear to be an allowed investment
under Chapter 128 of the Code of lowa.

Interest rate risk - The Agency’s investment policy limits the investment of operating funds (funds expected
1o be expended n the enrrent budget vear or within 15 months of receipt) in Instruments that mature within
397 days. Funds not identified as operating funds may be invested 1 mvestments with maturitics fonger than
367 days but the maturities shall be consistent with the needs and use of the Agency.

Loans

The Agency has obtained an interest-free loan from the fowa Department of Natural Resources for an expansion
of the Agency’s recycling program. The maximum amount available vader this loan is $125,700 with $20.000
considered forgivable and not required to be repaid. Repayment of this interest-free loan is to begin October 15,
2006, with guarterly payments of $5,285 over a § year period. The balance of this loan was $63,399 on June 30,
2006,

The Agency entered mto a line of eredit agreement with American National Bank on July 13, 2005, to
finance the construction of a transfer station with $200,000 as the maxinmum amount 1o be borrowed under
this agreement. Advances totaling $172,817 and repayments of $235 390 were made under this line of credit
during the vear ending June 30, 2006, The balance on June 30, 2006, which includes interest additions of
$318, was $147,745. On August 25, 2006, $149,500 ($147,745 plus interest additions of $1.753) was
refinanced under a long term loan agreement. Payments of 5,000 plus interest are due quarterly. beginning
December 15, 2006, with a final payment of $534,500 due on September 15, 2011,

Annual debt service requirements o maturity for the above loans are as follows:

Year Ending Interest
June 20, Rates Principal Interest Total
2007 8.00% $ 30,855 $ 9372 $ 40,227
2008 8.00 41,140 10,160 51,300
2009 §.00 41,140 §,560
2010 8.00 28,264 6,960
2011 8.00 20,000 5,360
2012 8.00 52,745 1.090

$211,144 541,502
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WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2006

Pension and Retirement Benelits

The Agency contributes to the lowa Pubtic Emplovees Retirement System (IPERS), which is a cost-sharing
multiple-employer defined benefit pension plan administercd by the State of lowa. IPERS provides
retirement and death benefits which are established by state statute to plan members and beneficiaries.
IPERS issues a publicly available financial report that includes financial statements and required
supplementary information. The report may be obtained by writing to IPERS, P.O, Box 117, Des Moines,
[A, 50306-9117.

Plan members are required to confribute 3.70% of their annual covered salary and the Agency 18 required to
contribute 5.75% of annual covered payroll, Contribution requirements are established by state statute. The
Agency’s contribution to IPERS for the years ended June 30, 2006, 2005, and 2004, were 38,432, $6,950,
and $6,198 respectively, egual 1o the required cortributions for each vear.

Compensated Absences

Agency employees accumulate a Himited amount of camed bot wnused vacation leave hours for subsequent
use or for payment upon termination, retirement, or death. These accumulations are not recognized as
disbursements by the Agency until used or paid. The Agency’s approximate liability for earned vacation
paymenis at June 30, 2006, was $6,183. This liability has been computed based on rates of pay in effect at
June 30, 2006.

Closure and Postelosure Care

To comply with federal and state regulations, the Agency 18 required to complete a monitoring system

plar and a closure/postelosure plan and to provide funding necessary to effect closure and postelosure,
including the proper monitoring and care of the landfill after closure. Envirenmental Protection Agency
(EPA)} requirements have established closure and thirty-year postelosure care requirements for alt municipal
solid waste landfills that receive waste after October 9, 1993, State governments are primarily responsible
for implementation and enforcement of those requirements and have been given flexibility to tailor
requirements to accommodate local conditions that exist. The effect of the EPA requirement is 10 commit
landfili owners to perform certain closing functions and postclosure monitoring fimctions as a condition for
the right fo operate the landfill in the cwrent 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 Hguid 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,

Governmental Accounting Standards Board Statement No. 18 requires landfill owners to estimate total
landfill closure and postelosure care costs and recognize a portion of these costs each vear based on the
percentage of estimated total landfill capacity used that period.

Estimated total costs would consist of four components: (1) the cost of equipment and facilities used in
postelosure monitoring and care, (2) the cost of final cover (material and labor), (3) the cost of monitoring
the fandfill during the postclosure period, and (4) the cost of any environmental cleanup required after
closure. Estimated total cost is based on the cost to purchase those services and equipment currently and is
required 1o be updated annually due to the potential for changes due to inflation or deflation, technology, or
applicable laws or regulations,

13



WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2000

Closure and Postolosure Care - (Continued)

These vosts for the Agency have been estimated to be $142,734 for closure and $479.471 for postelosure, for
atotal of $622.225 as of June 30, 2006. The estimated remaining life of the landfill is two years.

Chapter 455B.306(8)(b) of the Code of fowa requires permit holders of municipal solid waste landfills to
maintain separate closure and postelosure accounts to accumulate resources for the payment of closure and
postelosure care costs. The Agency has begun to accumulate resources to fund these costs and, at June 30,
2006, assets of $547,983 are restricted for these purposes, of which $129,292 is for closure and $418,691 i3
for postelosure care. They are reported as restricted cash basis net assets on the Statement of Receipts,
Drisbursements, and Changes in Cash Basis Net Assets.

Also, pursuant to Chapter 567-111.3(3) of the Towa Administrative Code (JAC), since the estimated closure
and postclosure care costs are not fidly funded, the Agency is required to demonstrate financial assurance for
the unfunded costs. The Agency has adopted the local government dedicated fund mechanism. Under this
mechanism, the Agency must certify the following to the Towa Department of Natural Resources:

The fund is dedicated by local government statute as a reserve fund.

Payments into the fund are made anmually over a payv-in period of ten vears or the
permitted life of the landfili, whichever is shorter.

Anpual deposits to the tund are determined by the following formula:

Y
NP = next payment
CE = total required financial assurance
CB = current balance of the fund

Y = number years remaining in the pay-in period

Chapter 567-111.8(7) of the JAC aliows a government to choose the dedicated fund mechanism 1o
demonstrate Anancial assurance and use the accounts established to satisfy the closure and postclosure care
aceount requirements. Accordingly, the Agency is net required to establish closure and postclosure accounis
in addition to the accounts established to comply with the dedicated fund fnancial assurance mechanism.

The Agency retains solid waste tonpage fees in accordance with Chapter 4558.310 of the Code of Jowa. At
Jume 34, 20006, the Agency had no unspent tonnage fees.

Risk Managemeni

The Agency 1s a member in the lowa Communities Assurance Pool, as allowed by Chapter 670.7 of the Code
of lowa. The lowa Communitics Assurance Pool (Pool) is a local government risk-sharing pool whose 531
members include various governmental entities throughout the State of lowa, The Poo! 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 Bability, automobile Hability,
autormobile physical damage, public officials” lability, police professional Hability, property, indand marine,
and botler/machinery. There have been no reductions in Insurance coverage from prioy years.

14



WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2006

Risk Management - (Continued)

Each member’s anmal 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 expenses, claims, claims expenses and reinsurance expenses due and payable in the current
vear, plus all or any portion of any deficiency in capital, Capital contributions are made during the first six
years of membership and are maintained to equal 300 percent of the total current merabers’ basis rates or to
comply with the requirements of any applicable regulatory authority having jurisdiction over the Pool.

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 administrafive expenses
and reinsurance premiums, all of which are due and payable in the current vear, phus all or any portion of any
deficiency in capital. Any vear-end operating surplus is transferred to capital. Deficiencies in operations are
offset by transfers from capital and, if insufficient, by the subsequent year's member contributions.

The Agency's property and casualty contributions to the risk pool are recorded as disbursements from its
operating funds at the time of payment 10 the risk pool. The Agency's contribotions to the Pool were
$8.229 for the year ending June 30, 2006.

The Pool uses reinsurance and excess risk-sharing agreements (o reduce its exposure to large fosses. The
Pool retains geveral, automobile, police professional, and public officials’ liability risks up to $350.000 per
claim. Claims exceeding $350,000 are reinsured in an amount not to exceed $2,650,000 per claim and
$5,000,000 in aggregate per year. For members requiring specific coverage from $2,000,000 o $10,000,000,
such excess coverage is also retnsured. Property and automebile physical damage risks are retained by the
Pool up to $100,000 each occurrence, cach location, with excess coverage reinsured on an individual-
member basis.

The Pool's intergovernmental coniract with its members provides that in the event a casualty claim or serics
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-gharing recoveries, then payment of such claims shall be the obligation of the respective
individual member. As of June 30, 2006, settled claims have not exceeded the risk pool or reinsurance
coverage since the Pool’s inception,

Members agree to continue membership in the Pool for a period of not less than one fisd] year. After such
period, a member who has given 60 days’ prior wrilten notice may withdraw from the Pool. Upon
withdrawal, payments {or all claims and claims expenses become the sole responsibility of the withdrawing
member, regardless of whether a claim was incurred or reported prior to the member's withdrawal. Members
withdrawing within the first six years 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.

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

workers compensation. The Agency assumes liability for any deductibles and c¢latms in excess of coverage
limitations. Scttled claims resulting from these risks have nof exceeded commercial insurance coverage

any of the past three fiscal years,



9.

10,

WOODBURY COUNTY AREA SOLID WASTE AGENCY
NOTES TO FINANCIAL STATEMENT
JUNE 30, 2006

For the vear ended June 30, 2006, the Agency received approximately 26% of its user fees and gate receipis
or 13% of total receipts from one major hauler,

Subsequent Events

The landfill closed in August 2006 and started to operate as a transfer station. The Agency has a contract for
the closure costs which consists of placing a final cover on the landfill. The total cost of this contract is
$221,812 and will be paid from funds on hand.
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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 Sovernment Auditing Standards

To the Members of Woodbury
County Area Solid Waste Agency

We have audited the accompanying financial statement of Woodbury County Area Solid Waste Agency as of
and for the year ended June 30, 2006, and have issued our report thereon dated October 11, 2006, Our report
expressed an ungualified opinion on the financial statement, which was prepared in conformity with an other
comprehensive basis of accounting. We conducted our audit in accordance with U.S. generally accepted auditing
standands and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

Internal Comtrol COrver Financial Reporting

In planning and performing cur audit, we considered Woodbury County Area Solid Waste Agency’s internal
control over financial reporiing in order to determine our auditing procedures for the purpose of expressing our
opiniea on the financial statement and not to provide an opinion on the internal control over financial reporiing.
However, we noted a matter involving the internal control aver financial reporting and its operation that we
consider to be a reportable condition. Reportable conditions involve matters coming to our attention relating fo
significant deficiencies in the design or operation of the internal control over financial reporting that, in our
Judgment, could adversely affect Woodbury County Area Solid Waste Agency’s ability fo record. process,
sumimarize, and report financial data consistent with the assertions of management in the financial statement. The
reportable condition is described in the accompanying Schedule of Findings.

A material weakness is a reportable condition in which the design or operation of one or more of the internal
controf components does not reduce to a relatively Jow level the risk that misstatements caused by error or fraud
in amounts that would be material in relation to the financial statement being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions. Our
comsiderution of the internal control ever financial reporting would not necessarily disclose all matters in the
internal control that might be reportable conditions and, accordingly, would not necessarily disciose ali reportable
conditions that are also considered to be materfal weaknesses. However, we believe the reportable condition
described above is a material weakness,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Woodbury County Area Solid Waste Agency's
financial statement is free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, grant agreements, and other matters, noncompliance with which could have a
direct and malerial effect on the determination of financial statement amounts, However, providin g an opinton on
compliznce with those provisions was not an objective of our audit and, accordingly, we do not express such an
opimon. 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 immaterial instances of non-
complimee or other matters that are described in the accompanying Schedule of Findings.
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Comments involving statutory and other legal matters about the Agency’s operations for the year ended
Tune 30, 2006, are based exclusively on knowledge obtained from procedures performed during our audit of the
financiat statement of the Agency. Since our audit was based on tests and samples, not all transactions that might
have had an impact on the comments were necessarily audited. The comments involving statutory and other Jegal
matters are not intended to congtitute legal interpretations of those statutes.

This report, a public record by law, is intended solely for the information and use of the members and
customers of Woodbury 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.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of the Agency
during the course of our audit. Should you have any queslions concerning any of the above maiters, we shall be
pleased to discuss them with you at your convenience.

Qctober 11, 2006



WOODBURY COUNTY AREA SOLID WASTE AGENCY
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2006

Findings Related to the Financial Statement:

INSTANCES OF NONCOMPLIANCE:

No matters were noted.

REPORTABLE CONDITIONS:

A,

Segregation of Duties - One important aspect of internal accounting controf is the segregation of
duties among employees to prevent an individual employee from handling duties which are
incompatible. We noted that bank deposits, opening mail, recording receipts and disbursements,
checks and payroll preparation, and bank reconciliation are all handled by either of two
individuals.

Recommendation - We realize that with a limited number of office employees, segregation of
duties is difficult, However, the Agency should review its operating procedures 1o obtain the
maximum imternal control possible under the circumstances.

Response - Copies of the paid warrants are mailed monthly to ali board members and a list of
warrants to be paid are presented at every board meeting. The board has a second person
reconciling monthly bank statemerts and preparing the quarterly tax returns. The monthly
warrants presented to the board are signed by the chairman.

Conclusion - Response accepled.

Other Findings Related to Statutory Reporting:

Questionable Disbursements - We noted no disbursements that may not meet the requirements of
public purpose as defined in an Attorney General’s opinion dated April 25, 1979,

officials or employees were noted,

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

Name, Title, and Transaction
Business Connection Amount
Owner of LT Motor, Inc,
is the brother of the Agency Manager Repairs, parts £3,620

Racommendation - The board should determine that the transactions do not represent a conflict of
interest,

work for the lardfill. The business has certified technicians to do the mechanical work, and have
a building large enough to do repairs on the recycling truck.
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WOODBURY COUNTY AREA SOLID WASTE AGENCY
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2006

Other Findings Related to Statutory Reporting: (Continued)

4.

Board Minuges - No transactions were found that we believe should have been approved in the
Board minutes but were not,

Deposits and Investments - No instances of non-compliance with the deposit and investment
provisions of Chapter 12B and Chapter 12C of the Code of lowa and the Agency’s investment
policy were noted during the year ended Tune 30, 2006, however, the Agency invested $300,000
in an annuity with an insurance agency. An annuity does not appear to be an allowed investment
according to Chapter 12B of the Code of Towa. Also, the investment policy has not been
reviewed in several years and may not reflect the landfill’s current practice.

Recommendation - The Agency should request that their attorney review this investment to
determine if this is an allowed investment. If it is not, the Agency should take immediate action
to redeem this investment and invest the funds in an account covered by federat depository
insurance or by the State Sinking Fund in accordance with Chapter 12 of the Code of Iowa.
Also, the investment should be reviewed periodically and updated as necessary,

Response - The Agency had their attorney review this investment. The board, at the May 2006
meeting, voted to leave the investment in place for the tme being. They were informed they
could start taking out 10% of the investment afler a vear. Also, the landfill board had their
attormey write a new investment policy to update the old investment policy.

Conclusion ~ Response accepted.

Solid Waste Tonnage Fees Retained - During the year ended June 34, 2006, the Agency used or
retained the solid waste fees in accordance with Chapter 45583.310(2) of the Code of lowa.

Financial Assurance - The Agency has established a local government dedicated fund
as provided in Chapter 567-111.6(9) of the Jowa Administrative Code but has not demonsirated
financial assurance for closure and posiclosure care costs. The caleulation is made as follows;

Closure Pogt Closure
Total estimated costs for closure and postclosure care $142,754 $479.471
Less: Balance of funds held in the local dedicated
fund at June 30, 2005 118056 372,027
23,798 107,44
Divided by the number of years remaining in the ‘
pay-in period 2 "

pit)



WOODBURY COUNTY AREA SOLID WASTE AGENCY
SCHEDULE OF FINDINGS
YEAR ENDED JUNE 30, 2006

Other Pindings Related to Statutory Reporting: (Continued)

7. Financjal Assurance - (Continued)
Closure Post Closure

Required payment into the local dedicated fund

for the year ended June 30, 2006 $ 11,859 § 33722
Balance of funds held o the local dedicated fund

af June 30, 2005 _118.956 _3Tangy
Balance of funds required to be held in the locat

dedicated fund at June 30, 2006 $1 $425 749
Amount Agency has restricted and reserved for

closure and postelosure care at June 30, 2006 $£129.292 F418.691

Recommendation - Also, subsequent to June 30, 2006, the Agency contracted for closure of the
landfill ai & total estimated cost of $222,000, which is significantly more than the engineer’s
estimate and the amount available for closure. The Agency should demonstrate financial
assurance by designating amounts sufficient 1o comply with the lowa Administrative Code
requirements,

Response - The closure and post closure cost estimates provided in March 2006 were reviewed
and approved by the IDNR stalf in their letter dated April 3, 2006. At that time, the cost estimates
were believed to be appropriate for the required closure activities using on-site soils. However,
the timing of the project resulted in the Agency receiving only one competitive bid. Upon review
of similar projects in the area, and the need to complete the project prior to the end of the
construction season, the Agency proceceded with the site closure.

The actual quaniities required for the project were similar to those reported in the closure cost
estimate, except additional dirt was required to prepare the landfill for the cover due to inadequate
intermediate cover, and additional divt was hauled and stockpiled 1o the construction and
demolition area to be used for intermediate cover. This resulted in additional dirt beyond what
normally is required for closure. In addition, the cost estimates for the dirt hauling were higher
than the estimate because the Agency chose 1o obtain dirt from a farmer across the road rather
than excavate from a field adjacent to the landfill. The longer haul distance and the crossing of
the pavement resulted in a higher cost per cubic yard than previously estimated using on-site
soils.

All cost estimates are based upon known information available at the time. Future conditions
cannot always be anticipated. IDNR continues to review and approve the financial assurance cost

estimates for all permitted solid waste facilitics and recognizes these issues.

Conclusion - Response accepted.,
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