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Independent Auditor's Report
                                                               

                       
                                                                             

                                                                                                                                                                                   

Commission Members
                                                                                                                                               

Des Moines County Regional Solid Waste Commission
                                                                                         

Burlington, Iowa
                                                                                                                                                       

                                                                                                                                                                                   

We have audited the accompanying financial statements of Des Moines County Regional Solid Waste
              

Commission as of and for the year ended June 30, 2006.  These financial statements are the responsibility of
the Commission's management.  Our responsibility is to express an opinion on these financial statements based
on our audit.  The prior year summarized comparative information has been derived from the Commission's
2005 financial statements and, in our report dated September 9, 2005, we expressed an unqualified opinion on
those financial statements.

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 and provisions require that we plan and perform the audit to obtain
reasonable assurance about whether the basic financial statements are free of material misstatement.  An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the basic financial
statements.  An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall basic financial statement presentation.  We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Des Moines County Regional Solid Waste Commission at June 30, 2006, and the changes in its

      

financial position and its cash flows for the year then ended, in conformity with U.S. generally accepted
           

accounting principles.
                                                                                                                                               

In accordance with Government Auditing Standards, we have also issued our report dated October 30, 2006 on
our consideration of Des Moines County Regional Solid Waste Commission's internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters.  The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing and not to provide an opinion on
the internal control over financial reporting or on compliance.  That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.

Management's Discussion and Analysis on pages 4 through 7 is not a required part of the basic financial
statements, but is supplementary information required by the Governmental Accounting Standards Board.  We
applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the supplementary information.  We did not audit the information
and express no opinion on it.
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Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole.
   

The supplemental information included on page 19 is presented for purposes of additional analysis and is not a
required part of the basic financial statements.  Such information has been subjected to the auditing procedures
applied in our audits of the aforementioned financial statements and, in our opinion, is fairly stated in all

          

material respects in relation to the aforementioned general purpose financial statements taken as a whole.
         

                                                                                                                                                                                   

                                                                                                                                                                                   
                                                                                                                                                                                   

October 30, 2006
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Des Moines County Regional Solid Waste Commission
                                           

Management's Discussion and Analysis
                                                       

                                                                                                                                                                                   
                                                                                                                                                                                   

Des Moines County Regional Solid Waste Commission provides this Management's Discussion and Analysis
  

of its financial statements.  This narrative overview and analysis of the financial activities is for the fiscal year
 

ended June 30, 2006.  We encourage readers to consider this information in conjunction with the
Commission's financial statements, which follow.                                                                                                                                                                  

FINANCIAL HIGHLIGHTS
                                                                                                                                 

                                                                                                                                                                  

• The Commission's operating revenues increased 2%, or $47,699, from fiscal 2005 to fiscal 2006.  Gate
receipts increased and waste management fees did not change.  The slight increase in operating

            

revenue is attributable to increases in gate fees for particular types of waste.
                                            

• Operating expenses increased 28%, or $582,485 from fiscal 2005 to fiscal 2006.  $118,000 of this
increase was due to legal expenses to end the illegal exportation of solid waste and to recover
damages.  Additional operating expense increases are attributable to the repair of the western lagoon
and changes in closure/postclosure care liability.

• The Commission's net assets decreased 2%, or $162,861 from fiscal 2005 to fiscal 2006. 

• Most of the capital expenditures in fiscal 2006 were related to construction of the new equipment
maintenance building at the landfill.  Other capital expenditures involved additional construction
phases of the leachate recirculation system, construction of the gas collection system and installation
of a glass pulverizing system.

USING THIS ANNUAL REPORT

The Des Moines County Regional Solid Waste Commission is a single Enterprise Fund and presents its
financial statements using the economic resources measurement focus and accrual basis of accounting which is
the same measurement focus and basis of accounting employed by private sector business enterprises.  This
discussion and analysis is intended to serve as an introduction to Des Moines County Regional Solid Waste

     

Commission's basic financial statements.  The annual report consists of a series of financial statements and
       

other information, as follows:
                                                                                                                                   

• Management's Discussion and Analysis introduces the basic financial statements and provides an
analytical overview of the Commission's financial activities.

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

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

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

-4-



• The Notes to Financial Statements provide additional information essential to a full understanding of
   

the data provided in the basic financial statements.
                                                                                    

                                                                                                                                                                                   

FINANCIAL ANALYSIS OF THE COMMISSION
                                                                                          

Financial Position Summary
                                                                                                                                  

                                                                                                                                                                                   

As noted earlier, net assets may serve over time as a useful indicator of the Commission's financial position.
     

The Commission's net assets exceeded liabilities by $7,146,879 at June 30, 2006, a $162,861 decrease from
     

2005.
                                                                                                                                                                          

                                                                                                                                                                                   

A summary of the Commission's net assets at June 30, 2006 and 2005 is shown below:
                                        

                                                                                                                                                                                   

2006 2005
Assets:

Current assets $ 1,571,616 $ 1,803,440
Investments 241,086 234,688
Restricted investments 838,879 887,939
Capital assets 5,290,821 5,135,077

Total assets 7,942,402 8,061,144
Liabilities:

Current liabilities 114,953 137,096
Noncurrent liabilities 680,570 614,308

Total liabilities 795,523 751,404
Net Assets:

Invested in capital assets, net of related debt 4,949,778 4,856,738
Restricted 838,879 887,939
Unrestricted 1,358,222 1,565,063

Total net assets $ 7,146,879 $ 7,309,740

The largest portion of the Commission's net assets each year represents its investment in capital assets (e.g.,
     

land, buildings, improvements, and equipment), less the related indebtedness outstanding used to acquire those
capital assets.  The Commission also has net assets that are restricted for closure and postclosure care.  State
and federal laws and regulations require the Commission to place a final cover on the landfill sites and perform
certain maintenance and monitoring functions at the landfill sites for a minimum of thirty years after closure.
The remaining net assets are the unrestricted net assets that can be used to meet the Commission's obligations
as they come due.

Summary of Operations and Changes in Net Assets

Operating revenues are received for gate fees from accepting solid waste, waste management fees from
member governments, fees for acceptance of household hazardous waste and from the sale of recyclable
materials collected.  Operating expenses are paid to operate the landfill, recycling and household hazardous
waste programs.  Non-operating revenues and expenses are investment return, grant and other miscellaneous
income and interest expense.  The utilization of capital assets is reflected in the financial statements as
depreciation, which allocates the cost of an asset over its expected useful life.  
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A summary of revenues, expenses and changes in net assets for the year ended June 30, 2006 and 2005 is
         

presented below:
                                                                                                                                                        

 
                                                                                                                                                                                  
                                                                                                       

2006
       

2005
        

                                                                                                                                                      

Operating revenue:
                                                                                                                       

Gate receipts $ 1,620,519 $ 1,542,483
Recycling 290,455 308,501
Waste management fees 509,720 509,720
Other operating revenues 37,485 49,776

Total operating revenue 2,458,179 2,410,480
Operating expenses:

                                                                                                                     

Salaries and benefits 1,132,536 1,094,518
Repairs and maintenance 153,428 129,627
Insurance 50,313 49,212
Regulatory assistance and leachate control 100,012 86,766
Garbage and drop off collection 18,697 19,004
Wood grinding & tire disposal 19,988 21,974
Occupancy 47,724 37,482
Telephone 8,785 8,503
Supplies, furniture and equipment 208,503 132,797
Contract service 141,733 74,271
DNR tonnage fees 97,289 93,034
Travel and training 14,339 13,988
Recycling rebates 21,447 32,451
Depreciation 575,901 539,074
Landfill closure and postclosure care 11,218 (317,172)
Other operating expenses 44,728 48,627

Total operating expenses 2,646,641 2,064,156

Operating income (deficit) (188,462) 346,324
Non-operating revenues/(expenses), net 25,601 195,359

Increase (decrease) in Net Assets $ (162,861) $ 541,683                                                                                                                                                                                   

The Statement of Revenues, Expenses and Changes in Net Assets reflects a decrease in the net assets at the end
of the fiscal year.

In fiscal 2006, operating revenues increased by $47,699, or 2%, primarily as a result of gate fees increasing by
$78,036.  Sales of recyclable materials decreased by $18,046 due to a decline in commodity markets.  Non-
operating revenues/(expenses) decreased by $169,758 in fiscal 2006, primarily due to an decline in investment
returns.  The Commission experienced increases in regulatory assistance, supplies furniture & equipment and
contract service.  Regulatory assistance and legal services costs continued to rise reflecting increasing
complexity and compliance costs of state rules and permits required to all new environmental management
systems (such as methane recovery).

Statement of Cash Flows

The Statement of Cash Flows presents information related to cash inflows and outflows, summarized by
operating, capital and related financing and investing activities.  Cash provided by operating activities includes
gate fees and assessments reduced by payments to employees and to suppliers.  Cash used from capital and
related financing activities includes lease payments and the purchase of capital assets.  Cash used by investing
activities includes purchase of certificates of deposit and reinvestment of interest income.
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CAPITAL ASSETS
                                                                                                                                                 

                                                                                                                                                                                   

At June 30, 2006, the Commission had $5,290,821 invested in capital assets, net of accumulated depreciation
   

of $2,684,150.  Depreciation charges totaled $575,901 for fiscal year 2006.  More detailed information about
   

the Commission's capital assets is presented in the financial statement footnotes.
                                                 

                                                                                                                                                                                   

LONG-TERM LIABILITIES

At June 30, 2006, the Commission had $341,044 in debt outstanding, an increase of $55,044 from 2005.  The
  

debt consists of loans payable to the Iowa Department of Natural Resources for Solid Waste Alternatives
          

Program projects.  The Commission has also recorded a liability of $377,526 for closure and postclosure care
  

costs, a $11,218 increase over 2005.  Additional information about the Commission's long term liabilities is
     

presented in the financial statement footnotes.
                                                                                                        

                                                                                                                                                                                

ECONOMIC FACTORS
                                                                                                                                        

Des Moines County Regional Solid Waste Commission was not able to improve its financial position during
the current fiscal year, and the current condition of the economy in the state continues to be a concern for
Commission officials.  Some of the realities that may potentially become challenges for the Commission to
meet are:

• Facilities at the Commission require constant maintenance and upkeep.

• Technology continues to expand and current technology becomes outdated presenting an ongoing
challenge to maintain up to date technology at a reasonable cost.

• Annual deposits required to be made to closure and postclosure accounts are based on constantly
changing cost estimates, the number of tons of solid waste received at the facility and fluctuations in
the fair value of long term investments.

The Commission anticipates the current fiscal year will be much like the last and will maintain a close watch
over resources to maintain the Commission's ability to react to unknown issues.

CONTACTING THE COMMISSION'S FINANCIAL MANAGEMENT
                                                       

                                                                                                                                                                  

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the Commission's finances and to show the Commission's accountability for the money it receives.
Questions concerning any of the information provided in this report or request for additional information
should be addressed in writing to Des Moines County Regional Solid Waste Commission, 1818 West
Burlington Avenue, Burlington, Iowa 52601.

Respectfully submitted,

Hal Morton
Executive Director
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Des Moines County Regional Solid Waste Commission
                                      

Statement of Net Assets
                                                               

June 30, 2006
                                                                        

                                                                                                                                                           

Assets
                                                                                                                                                

Current Assets:
Cash $ 273,495
Certificates of deposit 1,088,152
Accounts receivable 189,025
Prepaid expenses 7,269
Accrued interest income 6,919
Inventory, at cost 6,756

Total current assets
                                                                                                 

1,571,616                                                                                                                                                                  

Noncurrent assets:
Investments, at fair value 241,086
Restricted investments, at fair value 838,879
Capital assets (net of accumulated depreciation) 5,290,821

Total noncurrent assets 6,370,786

Total assets 7,942,402

Liabilities

Current liabilities:
Accounts payable 2,533
Accrued expenses 74,420
Loan payable 38,000

Total current liabilities 114,953

Long-term liabilities:
Loans payable, net of current portion 303,044
Landfill closure and postclosure care 377,526

Total non-current liabilities
                                                                                   

680,570

Total liabilities 795,523

Net assets

Invested in capital assets, net of related debt 4,949,778
Restricted for:

Closure 418,879
Postclosure care 420,000

Unrestricted 1,358,222

Total net assets $ 7,146,879

See notes to financial statements.
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Des Moines County Regional Solid Waste Commission
                                               

Statement of Revenues, Expenses and Changes in Net Assets
                                          

Year Ended June 30, 2006 With Comparative Totals for 2005
                                         

                                                                                                                                                                         
                                                                                                                                                                               

2005
          

                                                                                                                                                                               
Comparative

   

2006 Totals
Operating revenues

Gate receipts $ 1,620,519 $ 1,542,483
Drop-off reimbursement 14,185 16,011
Recycling 290,455 308,501
Hazardous chemical fees 23,300 33,765
Waste management fees 509,720 509,720

Total operating revenues 2,458,179 2,410,480                                                                                                                                                                                                                        

Operating expenses
                                                                                                                                                                                       

Salaries 791,417 757,875
Payroll taxes 111,322 106,700
Employee benefits 229,797 229,943
Worker's compensation insurance 21,925 21,604
Safety 11,906 9,524
Inspection and regulatory assistance 36,957 40,774
Garbage and drop-off collection 18,697 19,004
Wood grinding and tire disposal 19,988 21,974
Leachate control and well sampling 63,055 45,992
Repairs and maintenance 153,428 129,627
Utilities 47,724 37,482
Telephone 8,785 8,503
Insurance 28,388 27,608
Supplies 162,638 125,458
Advertising and public education 30,436 29,909
Furniture and equipment 45,865 7,339
Containers - 3,505
Contract service 141,733 74,271
DNR tonnage fees 97,289 93,034
Shipping 1,110 3,673
Travel and training 14,339 13,988
Sales tax 620 780
Tire program 656 1,236
Recycling rebates 21,447 32,451
Depreciation 575,901 539,074
Landfill closure and postclosure care 11,218 (317,172)

Total operating expenses 2,646,641 2,064,156

Operating (deficit)/income (188,462) 346,324

Non-operating revenues (expenses)
Investment return (3,540) 170,953
Interest expense (3,708) (4,635)
'Recycled 2 You' net retail sales 395 854
Gain/(loss) on sale of equipment (7,307) (332)
Grant income - 6,229
Miscellaneous income 39,761 22,290

Net non-operating revenues 25,601 195,359

Change in net assets (162,861) 541,683

Net assets, beginning of year 7,309,740 6,768,057

Net assets, end of year $ 7,146,879 $ 7,309,740

See notes to financial statements.
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Des Moines County Regional Solid Waste Commission
                                           

Statement of Cash Flows
                                                                   

Year Ended June 30, 2006
                                                             

                                                                                                                                                                                   

Cash Flows from Operating Activities
                         

Cash received from gate fees $ 1,609,845
Cash received from waste management fees 517,540
Cash received from other operating receipts 333,100
Cash payments to suppliers for goods and services (1,292,677)
Cash payments to employees for services (787,328)

                         Net cash provided by operating activities 380,480                                                                                                                                                                                             

Cash Flows from Capital and Related Financing Activities
                                                                                         

Cash received from grants and miscellaneous income
                                                                          

33,971
Loan proceeds

                                                                                                                                         
93,044

Principal payments on loan (38,000)
Interest payments on loan (3,708)
Cash received from sale of fixed assets 101,000
Purchase of fixed assets (839,951)

                         Net cash (used) by capital and related financing activities (653,644)

Cash Flows from Investing Activities
Redemption of certificates of deposit and investments 796,901
Purchase of certificates of deposit and investments (832,853)
Interest income 36,883

                         Net cash provided by investing activities 931

                         Net decrease in cash and cash equivalents (272,233)

Cash and cash equivalents, beginning of year 545,728

Cash and cash equivalents, end of year $ 273,495

Reconciliation of Operating Income to Net Cash Provided by Operating Activities
                                                 

Operating (deficit) $ (188,462)                                                                                                                                                                                         

Adjustments to reconcile operating income to net cash provided by operating activities:
Depreciation 575,901
Landfill closure and postclosure care accrual 11,218
Changes in assets and liabilities:

Decrease in accounts receivable 2,306
Decrease in prepaid expenses 3,772
(Increase) in inventory (2,115)
(Decrease) in accounts payable (26,323)
Increase in accrued expenses 4,183

Total adjustments 568,942

Net cash provided by operating activities $ 380,480

Cash and cash equivalents consists of cash in checking accounts.

See notes to financial statements.
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Des Moines County Regional Solid Waste Commission
                                        

Notes to Financial Statements
                                                               

                                                                                 

Note 1.   Summary of Significant Accounting Policies
                                                                                        

The Des Moines County Regional Solid Waste Commission was formed in 1990 pursuant to the
provisions of Chapter 28E of the Code of Iowa.  The purpose of the Commission is to operate the
sanitary landfill in Des Moines County and to provide member cities and counties with solid waste

    

disposal and resource recovery projects.
                                                                                                  

                                                                                                                                                                   

The Commission is composed of sixteen representatives from fifteen member cities and one
               

representative from Des Moines County.  The member cities are Burlington, West Burlington,
           

Middletown, Danville, New London, Mediapolis, Salem, Mt. Pleasant, Morning Sun, Mt. Union,
       

Winfield, Westwood, and Rome.  The representatives are appointed by the political subdivisions to
   

be represented.  Each member is entitled to one vote per representative, except for Middletown,
Salem, Mt. Union, Westwood, and Rome, which have elected to be planning members.

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

Reporting Entity
For financial reporting purposes, the Commission has included all funds, organizations, account
groups, agencies, boards, commissions and authorities.  The Commission 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 Commission are such that exclusion would
cause the Commission's financial statements to be misleading or incomplete.  The Governmental
Accounting Standards Board has set forth criteria to be considered in determining financial
accountability.  These criteria include appointing a voting majority of an organization's governing
body, and (1) the ability of the Entity to impose its will on that organization or (2) the potential for
the organization to provide specific benefits to, or impose specific financial burdens on the Entity.
Des Moines County Regional Solid Waste Commission has no component units which meet the
Governmental Accounting Standards Board criteria.

                                                                               
                                                                                                                                                                   

Basis of Presentation
                                                                                                                                 

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

Measurement Focus
The financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting.  Revenues are recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows.  Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.
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Des Moines County Regional Solid Waste Commission
                                        

Notes to Financial Statements
                                                               

                                                                                 

Note 1.   Summary of Significant Accounting Policies (continued)
                                                              

The Commission applies all applicable GASB pronouncements, as well as the following
pronouncements issued on or before November 30, 1989, 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.
                                                                                                     

                                                                                                                                                                   

The Commission distinguishes operating revenues and expenses from non-operating items.
                

Operating revenues and expenses generally result from providing services and producing and
             

delivering goods in connection with the Commission's principal ongoing operations.  All revenues
     

and expenses not meeting this definition are reported as non-operating revenues and expenses.

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

Cash Equivalents - The Commission considers all short-term investments that are highly liquid 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.  Cash investments not
meeting the definition of cash equivalents at June 30, 2006 included certificates of deposit of
$1,088,152.

Accounts Receivable - Accounts receivable at June 30, 2006 consist of receivables for landfill
fees, recycling fees, waste management fees, and reimbursements.
          
Inventory - Inventory is accounted for at the lower of cost or market, using the first-in, first-out
method.

Restricted Investments - Investments set aside for payment of closure and postclosure care costs
   

are classified as restricted
                                                                                                                     

                                                                                                                                                              

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

Capital assets are defined by the Commission as assets with initial cost in excess of $2,500 and an
estimated useful life in excess of one year.  Capital assets of the Commission are depreciated
using the straight-line method over the following estimated useful lives:

Building  5-30 years
Equipment, furniture & fixtures  5-15 years
Landfill expansion/improvement 15-26 years
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Des Moines County Regional Solid Waste Commission
                                        

Notes to Financial Statements
                                                               

                                                                                 

Note 1.   Summary of Significant Accounting Policies (continued)
                                                              

Compensated Absences - Commission employees accumulate a limited amount of earned but
unused vacation hours for subsequent use or for payment upon termination, death or retirement.
The Commission's liability for accumulated vacation is reported as an accrued expense and has

     

been computed based on rates of pay in effect at June 30, 2006.
                                                       

                                                                                                                                                                                   

Estimates
                                                                                                                                                    

The preparation of financial statements in conformity with U.S. generally accepted accounting
           

principles requires management to make estimates and assumptions that affect certain reported
          

amounts and disclosures.  Accordingly, actual results could differ from those estimates.
                      

Summarized Financial Information for 2005
The financial information for the year ended June 30, 2005, presented for comparative purposes, is
not intended to be a complete financial statement presentation.

Note 2.   Cash and Investments

The Commission'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 Iowa.  This
Chapter provides for additional assessments against the depositors to insure there will be no loss of
public funds.

The Commission is authorized by statute to invest public funds in obligations of the United States
government, its agencies and instrumentalities; certificates of deposit or other evidences of deposit at
federally insured depositor institutions approved by the Commission; prime eligible bankers
acceptances; certain high rated commercial paper, perfected repurchase agreements; certain
registered open-end management investment companies; certain joint investment trusts; and warrants
or improvement certificates of a drainage district.  Investments are reported at fair value, which is the
last reported sales price.

                                                                                                                            
                                                                                                                                                                   

The Commission's investments are categorized to give an indication of the level of risk assumed by
the Commission at year end.  The Commission's investments are all category 1, which means that the
investments are insured or registered or the securities are held by the Commission or its agent in the
Commission's name.

As of June 30, 2006, the Commission has invested in Certificates of Deposit as follows:

F&M Bank & Trust 4.90 % maturing 4/5/2007 269,029
Danville Savings Bank 4.40 % maturing 6/7/2007 190,576
Danville Savings Bank 4.40 % maturing 7/2/2007 131,125
Danville Savings Bank 4.20 % maturing 4/25/2007 218,017
Danville Savings Bank 3.65 % maturing 12/2/2006 279,405

             $ 1,088,152
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Des Moines County Regional Solid Waste Commission
                                        

Notes to Financial Statements
                                                               

                                                                                 

Note 2.   Cash and Investments (continued)
                                                                                                          

At June 30, 2006, the Commission held investments in U.S. Treasury Bond, Tennessee Valley
Authority Zero Coupon and Financing Corporation Zero Coupon stripped interest payments as
follows:  

                                                                                                                                                    
                                                                                                                                                                   

Unrestricted:
                                                                                  

Tennessee Valley Authority Zero
      

Coupon stripped interest payments maturing

                   

May 1 to June 15, 2007
 

                     

241,086
Restricted for landfill closure and

           

postclosure financial assurance:
          

                                        

U.S. Treasury Bond stripped interest
payment

maturing August 15, 2016 512,241

Financing Corporation Zero Coupon
stripped interest payments

maturing February 8, 2014 to
December 6, 2018 326,638

838,879
             Total investments at fair value $ 1,079,965

 
Note 3.   Accounts Receivable

Components of accounts receivable consist of the following:

Landfill tipping fees $ 106,740
Waste Management fees 44,764
Recycling 23,354
Household Hazardous Waste program receivables 14,167

$ 189,025

Note 4.   Capital Assets
                                                                                                                                           

                                                                                                                                                                   

A summary of capital assets at June 30, 2006 is as follows:

Beginning Ending
  Balance  Additions  Deletions Balance

Capital assets, not being depreciated:
Land $ 208,413 $ - $ - $ 208,413

Capital assets, being depreciated:
Building 2,158,622 136,400 - 2,295,022
Equipment, furniture and fixtures 2,585,967 642,254 (416,324) 2,811,897
Landfill expansion/improvement 2,598,342 61,297 - 2,659,639

Total capital assets being depreciated 7,342,931 839,951 (416,324) 7,766,558
Less accumulated depreciation 2,416,267 575,901 (308,018) 2,684,150

Total capital assets being depreciated, net 4,926,664 264,050 (108,306) 5,082,408

Capital assets, net $ 5,135,077 $ 264,050 $ (108,306) $ 5,290,821
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Des Moines County Regional Solid Waste Commission
                                        

Notes to Financial Statements
                                                               

                                                                                 

Note 4.   Capital Assets (continued)
                                                                                                                        

Des Moines County donated property to the Commission during the fiscal year ended June 30, 1991.
This property has been recorded at the value carried on the records of the County as follows:                                                                                                                                                                   

                                          
Land

                                                               
$ 166,550                                          

Building
                                                         

379,477                                          
Equipment, furniture & fixtures

                   
20,878                                                                                                                                                                                                                                                

$ 566,905                                                                                                                                 

Note 5.   Pension and Retirement Benefits

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

Plan members are required to contribute 3.70% of their annual salary and the Commission is
required to contribute 5.75% of annual covered payroll.  Contribution requirements are established
by State statute.  The Commission's contribution to IPERS for the years ended June 30, 2006, 2005,
and 2004 were $44,754, $42,786, and $40,490, respectively, equal to the required contributions for
each year.

Note 6.   Termination Benefits

The Commission Sick Leave policy allows certain employees to receive one half of their unused
       

accumulated sick leave as compensation immediately upon elective retirement.  To qualify,
                

employees must have worked for the Commission for at least fifteen years and reached the age of
      

fifty-five.  As of June 30, 2006, one employee qualified for the benefit but has not elected to retire.

Note 7.   Closure and Postclosure Care Cost

To comply with federal and state requirements, the Commission is required to complete a monitoring
system plan and a closure/postclosure plan to provide funding necessary to effect closure and
postclosure, including the proper monitoring and care of the landfill after closure. Environmental
Protection Agency (EPA) requirements have established closure and thirty-year postclosure care
requirements for all municipal solid waste landfills that receive waste after October 9, 1993.  State
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 to commit landfill owners to perform certain closing functions
and post-closure monitoring functions as a condition for the right to operate the landfill in the current
period.  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 for thirty years.
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Des Moines County Regional Solid Waste Commission
                                        

Notes to Financial Statements
                                                               

                                                                                 

 Note 7.   Closure and Postclosure Care Cost (continued)
                                                                                   

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

     

would consist of four components: (1) the cost of equipment and facilities used in postclosure
            

monitoring and care, (2) the cost of final cover (material and labor), (3) the cost of monitoring the
     

landfill during the postclosure period and (4) the cost of any environmental cleanup required after
     

closure. Estimated total cost is based on the cost to purchase those services and equipment currently
  

and is required to be updated annually for changes to inflation or deflation, technology, or applicable
laws or regulations. Although closure and postclosure costs will be paid as the landfill closes

             

individual cells and near or after the date that the landfill stops accepting waste, the Commission
reports a portion of these closure and post-closure care costs as a liability based on landfill capacity
used as of each statement of net assets date.

The $377,526 reported as estimated liability for landfill closure and postclosure care costs at
June 30, 2006, represents the cumulative amount reported to date based on the use of 28% of the
estimated permitted capacity of the landfill.  The Commission will recognize the remaining estimated
cost of closure and postclosure care of $1,328,738 as the remaining estimated permitted capacity is
filled.  The estimated remaining life of the permitted capacity is 63 years as of June 30, 2006.  

Chapter 455B.306(8)(b) of the Code of Iowa requires permit holders of municipal solid waste
landfills to maintain separate closure and postclosure care accounts to accumulate resources for the
payment of closure and postclosure care costs.  The Commission has begun accumulating resources
to fund these costs, and at June 30, 2006, assets of $838,879 are restricted for these purposes, of
which $418,879 is for closure and $420,000 is for postclosure care.  They are reported as restricted
assets and restricted net assets on the statement of net assets.

Also, pursuant to Chapter 567-111.3(3) of the Iowa Administrative Code (IAC), since the estimated
  

closure and postclosure care costs are not fully funded, the Commission is required to demonstrate
    

financial assurance for the unfunded costs.  The Commission uses the local government financial test
as their assurance instrument.

Chapter 567-111.6(6) of the IAC allows a government to choose the local government financial test
mechanism to demonstrate financial assurance for an amount equal to 43% of the local government's
total annual revenue.  An alternate financial instrument must be obtained for costs that exceed this
limit.  The Commission has chosen the dedicated fund mechanism, under Chapter 567-111.8(7) of
the IAC, as their secondary financial assurance mechanism.  The Commission demonstrates financial
assurance through the application of tests required under the local government financial test
mechanism and the use of funds held in a local dedicated fund to satisfy the closure and postclosure
care account requirements.  Accordingly, the landfill is not required to establish closure and
postclosure care accounts in addition to the accounts established to comply with the combined local
governmental financial test and dedicated fund financial assurance mechanisms.
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Note 8.  Commitments and Contingencies
                                                                                                           

The Commission has filed a lawsuit against a competing agency and a commercial waste hauler.  The
Commission contends that the commercial waste hauler exported significant quantities of solid waste
generated in the Commission's planning area to an Iowa landfill outside the planning area, in

              

violation of Iowa law.  Resolution is not expected until the fiscal year ending June 30, 2007.  It is
      

expected that the Commission will not incur any liability.
                                                                      

                                                                                                                                                                                   

Note 9.   Loans payable
                                                                                                                                           

                                                                                                                                                                                   

Change in loans payable for the year ended June 30, 2006 are summarized as follows:
                       

Balance
Beginning

of Year Additions Reductions

Balance
End of
Year

Due
Within

One Year

SWAP loan, recycling center
expansion $ 286,000 $ - $ (38,000) $ 248,000 $ 38,000

SWAP loan, glass pulverizer - 93,044 - 93,044 -

$ 286,000 $ 93,044 $ 38,000 $ 341,044 $ 38,000

The Commission was selected by the Iowa Department of Natural Resources to participate in a Solid
Waste Alternatives Program project.  The Commission has received two awards.  The first award
provided $400,000 for recycling center expansion in the form of a forgivable loan of $20,000, a zero
interest loan of $150,000, and 3% interest loan of $230,000.  The loan is payable in quarterly
payments of $10,426.94 ending July 15, 2012.

The second award will provide $109,500 for the purchase of a glass pulverizer in the form of a
          

forgivable loan of $41,500 and a zero interest loan of $68,000.  The Commission has drawn $93,044
 

on this loan.  The non-forgivable portion of the loan is due to be repaid January 15, 2008.

The future maturities of the loan repayments are as follows:

Principal Interest

Year ended June 30, 2007 $ 38,000 $ 3,708
Year ended June 30, 2008 38,000 3,708
Year ended June 30, 2009 38,000 3,708
Year ended June 30, 2010 38,000 3,708
Thereafter (includes $61,500 forgivable loans) 189,044 7,415

$ 341,044 $ 22,247

-17-



Des Moines County Regional Solid Waste Commission
                                        

Notes to Financial Statements
                                                               

                                                                                 

Note 10. Solid Waste Tonnage Fees Retained
                                                                                                      

The Commission restricts and uses those portions of solid waste tonnage fees retained in accordance
with Chapter 455B.310 of the Code of Iowa.  As of June 30, 2006, there were no unspent amounts
retained by the Commission that were required to be restricted.

                                                             
                                                                                                                                                                   

Note 11. Unrestricted Net Assets Designated by the Commission
                                                                     

                                                                                                                                                                                   

Remediation/Closure
                                                                                                                                 

As of June 30, 2006, the Commission had designated $261,699 for landfill closure and postclosure
    

care, and corrective action in addition to the financial assurance deposits required by State
                 

regulations.

Equipment Replacement
As of June 30, 2006, the Commission had designated $60,723 for replacement of equipment used at
the landfill.

Note 12.  Jointly Governed Organization

The Commission is a participant in the Joint Safety Committee (JSC).  The JSC is a cooperative
effort by the Commission, the City of Burlington, Des Moines County and the Burlington
Municipal Waterworks to monitor and improve on-the-job safety conditions and to assist in
complying with OSHA regulations.  The Commission currently provides one member of the six
member Committee.  The Commission contributed $5,131 in fiscal year 2006 to the JSC for
operating expenses.

Note 13.  Risk Management

The Des Moines County Regional Solid Waste Commission is exposed to various risks of loss
         

related to torts; theft of, damage to, and destruction of assets; errors and omissions; injuries to
          

employees; and natural disasters.  These risks are covered by commercial insurance.  Settled claims
 

for these risks have not exceeded commercial insurance coverage for the past three years.

Des Moines County Regional Solid Waste Commission is a member in the Iowa Communities
Assurance Pool (Pool).  The Pool is a local government risk-sharing pool whose members include
various governmental entities throughout the State of Iowa. The Pool provides coverage and
protection in the following categories:  general liability, automobile liability, automobile physical
damage, public officials liability, police professional liability, property, inland marine and
boiler/machinery.  There have been no reductions in insurance coverage from prior years.

Each members' annual casualty contributions to the Pool, fund current operations and provide
capital.  Annual operating contributions are those amounts necessary to fund, on a cash basis, the
Pool's general and administrative expenses, claims, claims expenses and reinsurance expenses due
and payable in the current year, plus all or any portion of any deficiency in capital.  Capital
contributions are made during the first six years of membership and are maintained to equal 300
percent of the total current members' basis rates or to comply with the requirements of any
applicable regulatory authority having jurisdiction over the Pool.  Members of the pool are never
responsible, jointly or severally, for the liabilities of any other member.  
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Supplementary Schedule of Revenue and Expenses
                                              

Year Ended June 30, 2006
                                                                  

                                                                                         
                                                                                                 

Household
                                     

Hazardous
Waste and General                                                                           

Recycling
  

Recycling
  

Building
    

and
                   

                                                                
Landfill

    
Processing

  
Collection

  
Materials

   
Admin

     
Total

      

Operating revenues:
                                                                                                                                      

Gate receipts $ 1,620,519 $ - $ - $ - $ - $ 1,620,519
Drop-off reimbursement - - 14,185 - - 14,185
Recycling - 290,455 - - - 290,455
Hazardous chemical fees - - - 23,300 - 23,300
Waste management fee - 274,992 170,316 64,412 - 509,720

Total operating revenues 1,620,519 565,447 184,501 87,712 - 2,458,179                                                                                                                                                                                                      

Operating expenses:
Salaries 268,241 139,855 152,197 45,285 185,839 791,417
Payroll taxes 37,649 19,480 22,247 6,124 25,822 111,322
Employee benefits 74,497 27,561 69,749 10,284 47,706 229,797
Worker's compensation insurance 9,406 4,867 5,635 1,513 504 21,925
Safety 4,543 2,161 2,293 1,508 1,401 11,906
Inspection and regulatory assistance 36,957 - - - - 36,957
Garbage and drop-off collection 1,092 3,570 14,035 - - 18,697
Wood grinding and tire disposal 19,988 - - - - 19,988
Leachate control and well sampling 63,055 - - - - 63,055
Repairs and maintenance 124,021 19,592 7,818 1,997 - 153,428
Utilities 22,383 23,797 - 1,544 - 47,724
Telephone - - 839 1,083 6,863 8,785
Insurance - - - 1,001 27,387 28,388
Supplies 121,039 12,218 10,852 5,125 13,404 162,638
Advertising and public education - - - 6,465 23,971 30,436
Furniture and equipment 39,539 5,326 - 1,000 - 45,865
Contract service 6,591 6,787 9,732 15,167 103,456 141,733
DNR tonnage fees 97,289 - - - - 97,289
Shipping - 1,110 - - - 1,110
Travel and training 1,616 - - 3,773 8,950 14,339
Sales tax 620 - - - - 620
Tire program 656 - - - - 656
Recycling rebates - 21,447 - - - 21,447
Depreciation 434,898 92,905 26,871 16,501 4,726 575,901
Landfill closure and postclosure 11,218 - - - - 11,218

Total operating expenses 1,375,298 380,676 322,268 118,370 450,029 2,646,641

Operating income (loss) $ 245,221 $ 184,771 $ (137,767) $ (30,658) $ (450,029) (188,462)

Non-operating revenues (expenses):
Investment return (3,540)
Interest expense (3,708)
'Recycled 2 You' net retail sales 395
Gain/(loss) on sale of equipment (7,307)
Miscellaneous income 39,761

Change in net assets $ (162,861)
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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 Government Auditing Standards
                                   

                                                                                                                                                                                   

Commission Members
                                                                                                                                               

Des Moines County Regional Solid Waste Commission
                                                                                         

Burlington, Iowa
                                                                                                                                                       

                                                                                                                                                                                   

We have audited the accompanying financial statements of the Des Moines County Regional Solid Waste
Commission, as of and for the year ended June 30, 2006, and have issued our report thereon dated
October 30, 2006.  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 the Des Moines County Regional Solid Waste
Commission's internal control over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance on the internal
control over financial reporting.  However, we noted a certain matter involving the internal control over
financial reporting and its operation that we consider to be a reportable condition. Reportable conditions
involve matters coming to our attention relating to significant deficiencies in the design or operation of the
internal control over financial reporting, that, in our judgment, could adversely affect the Commission's ability
to record, process, summarize and report financial data consistent with the assertions of management in the
financial statements.  The reportable condition is described in the accompanying Schedule of Findings.

             
                                                                                                                                                                                   

A material weakness is a condition in which the design or operation of one or more of the internal control
         

components does not reduce to a relatively low level the risk that misstatements in amounts that would be
material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions.  Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal control that
might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that
are also considered to be material weaknesses.  We noted no matters involving the internal control over
financial reporting and its operation that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Des Moines County Regional Solid Waste
Commission's financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, and contracts, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts.  However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express such
an opinion.  The results of our tests disclosed no instances of noncompliance that are required to be reported
under Government Auditing Standards.  However, we noted certain immaterial instances of non-compliance
that are described in the accompanying Schedule of Findings.
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Comments involving statutory and other legal matters about the Commission's operations for the year ended
    

June 30, 2006 are based exclusively on knowledge obtained from procedures performed during our audit of the
financial statements of the Commission.  Since our audit was based on tests and samples, not all transactions

    

that might have had an impact on the comments were necessarily audited.  The comments involving statutory
   

and other legal matters are not intended to constitute legal interpretations of those statutes.  There were no
        

prior year statutory comments.

This report, a public record by law, is intended for the information and use of the members and constituents of
 

the Des Moines County Regional Solid Waste Commission and other parties to whom the Commission 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 Des
        

Moines County Regional Solid Waste Commission during the course of our audit.  Should you have any
          

questions concerning any of the above matters, we shall be pleased to discuss them with you at your
                 

convenience.

October 30, 2006
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Des Moines County Regional Solid Waste Commission
                                           

Schedule of Findings
                                                                       

Year Ended June 30, 2006
                                                                  

                                                                                         

Findings Related to the Financial Statements:
                                                                                           

                                                                                                                                                                                   

Reportable Conditions

 (A)  Segregation of Duties - An important aspect of internal control is the segregation of duties among
    

employees to prevent an individual employee from handling duties which are incompatible.  We
      

noted that one person has control of all general ledger functions; collecting, journalizing and posting
of some receipts; bank reconciliations; and investment transactions.

                                                
                                                                                                                                                                  

Recommendation - We realize that with a limited number of employees, segregation of duties is
      

difficult.  However, the operating procedures should be reviewed to obtain the maximum internal
    

control possible under the circumstances.  Current personnel should be utilized to provide additional
control through review of financial transactions and reconciliations.  Such reviews should be
performed by independent persons to the extent possible, and should be evidenced by initials or
signature of the reviewer and the date of the review.

Response - Due to the limited number of office employees, segregation of duties is very difficult,
however, it is our policy to have the manager review cash receipts, posting, and payroll on a test
basis and bank reconciliations monthly.  In addition, all cash disbursements require a second
signature and are reviewed and approved by the Commission.

Conclusion - Response accepted.

 (B)  Vacation Policy - The employee policy states that up to ten working days may be carried over to the
subsequent calendar year.  At January, 2006 the ten vacation day carryover limit was exceeded by
five employees on the accrued vacation schedules.

Recommendation - We recommend that employee vacation time carried over be limited to the
amount stated in the employee policy.  Any amounts exceeding policy limits that are allowed to be

  

carried over should be approved, in advance, by the Commission.
                                                   

                                                                                                                                                                  

Response - The Commission will review the current policy and determine if any changes are
needed.

Conclusion - Response accepted. 

Other Findings Related to Statutory Reporting:

(1)   Official Depositories - A resolution naming official depositories has been approved by the
Commission.  The maximum deposit amounts stated in the resolution were not exceeded
during the year ended June 30, 2006.

(2)   Questionable Disbursements - No disbursements that may not meet the requirements of public
purpose as defined in an Attorney General's opinion dated April 25, 1979 were noted.

(3)   Travel Expense - No disbursements of Commission money for travel expenses of spouses of
Commission officials or employees were noted.  
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Schedule of Findings
                                                                       

Year Ended June 30, 2006
                                                                  

                                                                                                                                                                  

Other Findings Related to Statutory Reporting: (continued):
                                                                     

                                                                                                                                                                  

(4)   Commission Minutes - No transactions were found that we believe should have been approved
in the Commission minutes but were not.                                                                                                                                                                  

(5)   Deposits and Investments - No instances of non-compliance with the deposit and investment
    

provisions of Chapter 12B and Chapter 12C of the Code of Iowa and the Commission's
            

investment policy were noted.
                                                                                                

                                                                                                                                                    

(6)   Solid Waste Fees Retained - During the year ended June 30, 2006, the Commission used or
       

retained the solid waste fees in accordance with Chapter 455B.310 of the Code of Iowa.
            

(7)   Financial Assurance - The Commission has demonstrated financial assurance for closure and
postclosure care costs through the application of tests required under the local government
financial test mechanism prescribed in Environmental Protection Commission Chapter
111.6(8) of the Iowa Administrative Code and through  funding the local government dedicated
fund at the level prescribed in Environmental Protection Commission Chapter 111.6(8) of the
Iowa Administrative Code.  All components of the local government financial test were met for
the year ended June 30, 2006.  The calculation is made as follows:

Local government financial test:
Annual revenue for year ended June 30, 2006 $ 2,480,072

Multiplied by 43%, the limit of closure and postclosure care costs that may be
assured under the local government test 1,066,431

Local government dedicated fund: Closure Postclosure
Total estimated costs for closure and postclosure care $ 850,380 $ 632,113
Less: closure and postclosure care costs assured under the local

   

government test at June 30, 2005
                                               

                     

(850,380)

                    

(216,051)                                                                                                                                                  

Closure and postclosure care costs exceeding the limits set under
the local government test $ - $ 416,062

Amount Commission has restricted and reserved for closure and
postclosure care at June 30, 2006 $ 418,879 $ 420,000
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