NEWS RELEASE

For Release -

The audit report of Lavrens Municipal Broadband Communications Ulihity for the yvear ended December 31,
20035 bas been released. This report was issued by Hunzelman, Putzier & Co., PLC, CP.A's and filed with David A
Vaudt, Auditor of State.

A copy of the audit report is avatlable for review in the office of the Auditor of State and the Uikty's office.
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INDEPENDENT AUDITOR'S REPORT

Board of Trustees
Laurens Municipal Broadband Communications Utility
Laurens, lowa

We have audited the accompanying financial statements of Laurens Municipal Broadband Communications
Utility, a component unit of City of Laurens, as of and for the years ended December 31, 2005 and 2004, These
financial statements are the responsibility of the Utility’s management. Our responsibility is (o express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with U5, generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptrolier General of
the United States. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material nusstatement. An audit includes examinng, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial stalement presentation. We believe that our audits provide a reasonable basis for our opinion,

In our opinjon, the financial statements referred to above present fairly, in all material respects, the financial
position of Laurens Municipal Broadband Communications Utility as of December 31 , 2005 and 2004, and the
changes in its financial position and its cash flows for the vears then ended in conformity with U.S, generally
accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated April 21, 2006 on
our consideration of Laurens Municipal Broadband Communications Utility’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, vontracts, grant agreements,
and other matters. The purpose of that report is to describe the scope of our testing of internal control over
{mancial reporting and compliance and the results of that testing and not to provide an opinion on the internal
control over {inancial reporting or on compliance. That report is an integral part of an audit performed in
avcordance with Govertment Auditing Standards and shoukd be considered in assessing the results of our andits.

Management’s Discussion and Analysis on pages 5 through 8 is not a required part of the financial
stalements, but is supplementary information required by the Governmental Accounting Standards Beard. We
have applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. We did not audit the
information and express no opinion on it.

}{WWQJM} PJ”@”{M)% .

April 21, 2006



MANAGEMENT’S DISCUSSION AND ANALYSIS

Laurens Municipal Broadband Communications Utility provides this Management’s Discussion and Analysis
of its financial statements. This narrative overview and analysis of the financial activities is for the year ended
December 31, 2005, We encourage readers (o consider this information in conjunction with the Uility’s financial
statements, which follow,

FINANCIAL HIGHLIGHTS

e The Uhility’s operating revenues increased 10%, or $81,211, from 2004 to 2005,
¢ The Utility’s operating expenses were 1%, or 51,277, less in 2005 than in 2004,
o The Utility’s net assets increased 6%, or $34,226, frorm December 31, 2004 to December 31, 2005.

USING THIS ANNNUAL REPORT

Laurens Municipal Broadband Communications Utility is a single Enterprise Fund and presents its financial
statements using the economic resources measurement focus and accrual basis of aceounting which is the same
measurement focus and busis of accounting employed by private sector business enterprises. This discussion and
analysis are intended to serve as an introduction to Laurens Municipal Broadband Communications Utihity’s basic
{inancial statements. The annual report consists of a series of financial statements and other imnformation, as
follows:

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

e The Statements of Net Assets present information on the Utility’s assets and Liabilities, with the difference
between the two reported as net assets, Over time, increases or decreases in net assels May serve as i
useful indicator of whether the financial position of the Utility is improving or deteriorating,

e The Statements of Revenues, Expenses and Changes in Net Assets is the basic statement of activities for
proprictary funds. This statement presents information on the Utility's operating revenues and expenses,
non-operating revenues and expenses, and whether the Utility’s financial position has im proved or
deteriorated as a result of the year’s activities.

e The Statements of Cash Flows present the change in the Utility"s cash and cash equivalents during the
year. This information can assist the user of the report in determining how the Utitity financed its
activities and how it met its cash requirements,

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



FINANCIAL ANALYSIS OF THE UTILITY

Statements of Net Assets

As noted carlier, net assets may serve over time as a uscetul indicator of the Utility"s financial position. The
Utility’s net assets for 2005 totaled approximately $631,000. This compares to approximately $597, 000 for 2004,
A summary of the Utility’s net assets is presented below.

Net Assets
2008 2004
Current assets $386,225 $363.241
Captlal assets at cost, less accumulated depreciation L4572 264 _ 411,865
Total assets LE38.489 415,106
Current Liabilities _207.302 178,143
Teotal liabilities 207,302 178,145
Net assets: .
Invested in capital assets, net of related debt 452,264 411,865
Unresiricted 178923

Total net assets

The largest portion of the Utility™s net assets {72%) s invested in capital assets (e.g., land, bulldings, and
equipment). less the related debt. The remaining net assets (28%) are the urwestricted net assets that can be used
to meet the Utility’s obligations as they come due.
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Statements of Bevernues, Expenses, and Chanees in Net Assels

Operating revenues are received for providing cable, internet, and telephone services to the residents of the
City. Operating expenses are expenses paid to operate the Utility. The wtilization of capital assets is reflected in
the financial statements as depreciation, which allocates the cost of an asset over its expeoted useful hife, A
summary of revenues, expenses, and changes in net assets for the years ended December 31, 2005 and 2004 is
presented below:

Changes in Net Assels

2003 2004
Operating revenues:
Cable services £172.406 $164,304
Telephone services 508,714 545,760
Internet services 121,566 113,929
Oher operating revenue 111,532 o ho4
Total operating tevenue 914218 U833 007
Operating expenses:
Cable and infernet services 243 Ra2 235339
Telephone services 341 880 360,613
Depreciation and amortization 79,717 73,673
Customers” accounts expense 217 1,269
Administrative and general expense 183,405 186,892
Head end expenses - maintenance 3,218 4,236
Head end expenses - operations 27694 19256
Total operating expenses 879,992 _ 881,269
Increase {decrease) in net assets 34,226 (48.262)
Net assets, beginning of year 556901

Net assets, end of year

The Statements of Revenues, Expenses, and Changes in Net Assets reflect a positive vear with an increase in
the net assets from 2004 to 2005,

The Utility’s operating revenue increased 10%, or $81,211, from 2004 to 2005 due to the negotiated changes
in our service agreement with Long Lines, the new leasing arrangement with Long Lines Wireless on our tower,

and the new service of providing special circuits.

The Utility's operating expenses decreased 1%, or $1,277, from 2004 1o 2005 because of the changes in our
service agreement with Long Lines.

Statements of Cash Flows

The Statements of Cash Flows present information related to cash inflows and outflows, summarized by
operating, and capital and related financing activities. Cash provided by operating activities includes charges for
service reduced by payments to employees and to suppliers. Casi used from capital and related financing
activities meiodes the purchase of capital assets.



CAPITAL ASSETS

At December 31, 2005, the Utility had approximately $452,000 invested in capital assets, net of accumulated
depreciation of approximately $517,000. Depreciation charges totaled $79,707 for 2005. More detailed
information about the Utility's capital assets is presented in Note 3 to the financial statements and in Schedule |
of the supplementary information,

ECONOMIC FACTORS

The current condition of the economy in the state continues {6 be a concern for Utility officials. Some of the
realities that may potentially become challenges for the Utility to meet are:

e Facilities at the Utility require constant maintenance and upkeep.

o Technology continues io expand and current technology becomes outdated presenting an on going
challenge to maintain up to date technology at a reasonable cost.

e Competition in the telecommunication industry continues to grow. Customers demand more services and
being a small utility makes it tough to compete against the larger companies.

o The Utility has dark fiber available in three different directions. The Utility has fiber heading North to
Spencer, fowa, East towards Havelock, Iowa, and Southwest towards Alta, Towa. This fiber will malke it
possible to bring special products and services to our customers and hopefully will provide a transmission
route for other telecommunication carriets.

o The Utility is leasing tower space to Long Lines Wireless. Currently Long Lines Wireless is providing
some services from our tower. This lease arrangement will generate revenue for the Utility and promote

economic development in Laurens by improving the cellular reception.

CONTACTING THE UTILITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with a general
overview of the Utility’s finances and to show the Utility’s accountability for the money it receives, If you have
questions about this report or need additional financial information, contact Laurens Municipal Power and
Communications Utility, 272 N, Third Street, Laurens, lowa,



EAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
STATEMENTS OF NET ASSETS Exhibit A
PECEMBER 31, 2005 AND 2004

A
20058
CATV & 2004
Telephone Internet Total Total
UTILITY PLANT

Utility plant in service $ 99786 % B69,875 $969 661 $ 849 555
Less accumulated depreciation 66,527 450,870 S17.397 437,690
Total net wtility plant 33,259 419 004 452 264 411,863

CURRENT ASSETS
Cash and cash equivalents 332,529 {299 591 32,938 249,097
Accounts receivable (less provision for
doubtfil accounts of $300 in 2005 and

81,750 in 2004) £4,746 24,007 108,753 112,183
Prae from electric utility 242,791 - 242,791 -
Prepaid expenses 1,220 523 1,743 1.gol

Total current assets 661,286 {275.061) 380,225 363.241
Total assets S694 545 $ 143,944 $838.489 5.773,100

LIABILITIES AND NET ASSETS

2005
tnvested in capital assets, net of related debst 8 33,289 $ 419,005 8452264 411,865
Unrestrieted 550,291 £371,368) 178,923 185,006
Total net assets 583,550 47.637 631,187 596,961
CURRENT AND ACCRUED T IABILITIES

Accounts payable 102,245 92220 194 465 166,997
Other current and acorued Habilities 8,750 4,087 12.837 11,148
Total current and accrued Habilities 110,895 96,3087 207,302 178,145

Total Habilities and nel assets $694 545 $.143.944 S838 489 $ 775,106

The accompanying notes are an integral part of this statement,
9



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
STATEMENTS OF REVENUE. EXPENSES. AND CHANGES IN NET ASSETS Exhibit B
YEARS ENDED DECEMBER 31, 2005 AND 2004

20035
CATV & 2004
Telephone Internef Total Total
OPERATING REVENUES $610.430 $303.788 $914.218 SR33.007
OPERATING FXPENSES
CATV and internet services - 243 882 243 862 235,339
Telephone services 341,889 - 341,889 360,613
Depreciation and amortization 8,449 71,258 79,707 73,673
Customers” accounts expense 154 63 217 1,260
Adminisirative and general expense 119,853 63,452 183,405 186,892
Head end expenses - maintenance 1,106 2,112 3,215 4,238
Head end expenses - operations 8.558 19,136 27.694 19.256
Total operating expenses 480,109 190,883 §79.992 881,269
Change in net asseis 130,321 {96,095) 34226 {48,2620)
Net assets, beginning of year 453,229 143,732 596.961 645,223
Net assets, end of year $383.550 $ 47637 $631 187 8504 961

The accompanying notes are an integral part of this statement.
10



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY

STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2005 AND 2004

Exhibit C

2003
CATV & 2004
Telephone Internet Total Tatal
INCREASE (DECREASE) IN CASH AND
CASH POUTVALENTS
CASH FLOWS FROM QPERATING ACTIVITIES:
Cash received from customers 3 609,989 $ 300,084 $ 910,073 $ 997,469
Cash paid to suppliers and emplovees (447 144) {316,191y _{763.33%) (370,134
Net cash provided by (used in) operating activities 102,845 {16,107} 146,738 127,308
CASH FLOWS FROM NOMCAPITAL
FINANCING ACTIVITIES
Advances to electric utility (242791 - (242.791) -
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Additions 1o utility plant (120,106 (120.106) (10,7861
Net cash used in investing activities (120.106)  _(120.106) {10,786)
NET INCREASE (DECREASTY IN CASH AND
CASH EQUIVALENTS (79,946) (136,213) (216,159 116,579
Cash and cash equivalents at beginning of year 412,475 {163.278) 249.007 132518

CASHAND CASH EQUIVALENTS AT END

OF YEAR b 332529

$£(29%9.501)

$..32.938

5 249,067

RECONCILIATION OF NET 1OSS TO CASH PROVIDED
BY (USED IN} OPFERATING ACTIVITIES:

Netincome (Foss) $ 130,321

Adjustments to reconeile nef income {loss) fo
cash provided by operations:
Depreciation and amortization
Changes in asscts and lisbilities:
Diecrease (increase) in accounts receivable
Decrease in prepaid expenses
Increase (decrease) in accounts pavable
increasc (decrease) in other liabilities

Total adjustments

5 (96.095) § 34226 0§ (4826
71,258 79707 73,673
(3,704 3,430 178,703

65 218 242
11,965 27,468 (64,048)
404 1.689 (12,943
79,984 112,512 175,627

Net cash provided by (used in} operating activities 5 162,845

$ (16,107

$.146,7328

3.127,363

The accompanying notes are an integral part of this stalement.

il



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
NOTES TO FINANCIAL STATEMENTS
PECEMBER 31, 2005 AND 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Laurens Municipal Broadband Communications Utility is a component unit of City of Laurens. The Mavor
appoints the trustees of the Utility subject to approval by the City Council. The City Council also approves
the Utility's operating budget,

Laurens Municipal Broadband Communications Utility provides telephone, cable. and internet services to
consumers in Laurens, lowa. Sale of local telephone, cable, and internet services are bitled on the twenticth
ot each month for service fromy the first to the end of the month billed. Sales of long distance telephone
service are billed on the twentieth of each month for usage through the fifteenth of the month. An unbilled
receivable in the amount of $3,362 has been recorded for the period December 15 through December 31.
Lavrens Municipal Broadband Communications Utility is billed by their telephone, cable, and internet
providers on a calendar month basis.

The Utility’s financial statements are prepared in conformity with accounting principles generally aceepted
in the Uunited States of America as prescribed by the Governments] Accounting Standards Board,

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the amounts

reported in the financial statements and accompanying notes. Actual results may differ from those estimates.

Reportine Entity

For financial reporting purposes, Laurens Municipal Broadband Communications Utility has iscluded ali
funds, organizations, agencies, boards, commissions, and authorities. The Utility has also considered all
potential component units for which it is financially acconntable and other arganizations for which the nature
and significance of their relationship with the Utility are such that exclusion would cause the Utility’s
tinancial 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
voling majority of an organization's governing body, and (1) the ability of the Utility 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 Utility. Lavrens Municipal Broadband Communications Utility has no component
units which meet the Governmental Accounting Standards Board criteria.

Basis of Presentation

The accounts of Laurens Municipal Broadband Communications Utility are organized as an Enterprise Fund.
Enterprise Funds are used to account for operations () financed and operated in a manoer similar to private
business enterprises, where the intent of the governing body is the costs {expenses, including depreciation) of
providing goods or services to the general public on a continuing basis be financed or recovered primarily
through user charges or {b) where the governing body has decided periodic determination of revenues

earned, expenses incurred, and/or net income is appropriate for capital maintenance, public policy,
management control, accountability, or other purposes.



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS TJTILITY
MNOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005 AN 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Measurement Focus and Basis of Accounting

The financial statements are reported using the economic resources measurement {ocus and the accrual basis
of accounting. Revenues are recorded when earned and expenses are recorded when a Liability is incurred,
regardiess 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.

The Utility 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
prorouncements: Financial Accounting Standards Board Statements and Interpretations, Accounting
Principles Board Opinions, and Accounting Research Bulletins of the Committee on Accounting Procedure.

The Utility 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 Utility’s principal ongoing operations. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

Cash, Investments, and Cash Equivalents - Investments are carried at cost which approximates market value.
For the purpose of reporting cash flows, cash and 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.

making improvements and replacements 1o the system, except minor replacements, are charged to the plant
accounts while such costs incurred in making normal repairs, miinor replacements, and maintaining the assets
in efficient operating condition are charged to expense.

Provisions for depreciation of distribution plant are computed on & straight-line basis emploving a group
method, The original costs of assets retived (not constituting the sale of an operating unit or system) together
with the costs of removal less salvage are charged 1o the related accumulated depreciation accounts. In
accounting for the sale of operating units or systerns, gains or losses are reflected in net revenue.

Provisions for depreciation of general plant are computed on a straight-line basis employing the uait
depreciation method. The original cost of property retired is vemoved Som the general plant accounts and
the related accumulated depreciation aceounts are charged for the depreciation taken to date. Gain or loss is
recognized to the extent that the salvage value of the assets retired exceeds or falls short of the remaining
book vahie of the assets retired.

Compensated Absences - Utility employees accumulate a limited amount of ezrmned bt unused vacation
hours for subsequent use or for payment upon termination, death, or retirement, The Utility's liability for
accumulated vacation has been computed based on rates of pay in effect at December 31, 2003,

Budgets and Budgetary Accounting - The Board of Trustees annually adopts a budget ou the accrual basis
following required public notice and hearing in accordance with the Code of Iowa. The budget may be
amended during the year utilizing similar statutorily prescribed procedures,




LAURENS MUNICIPAL BROADDBAND COMMUNICATIONS UTILITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005 AND 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ~ (Continued)

The followmyg is a comparison of revenues, expenses, and changes in net assets - actual to budget:

Variance
Favorable
Actual Budpget {(Unfavorable)
Revenues:
Use of money and property $ 4,560 $ 13,500 $ (8,940)
Charges for services 900 638 828,000 81,658
Miscellanecus - 8.500 {8500
914,218 850,000 64,218
Expenses 874,992 _B00,000 _{79.592y
Net 24276 56,000 {18,774)
Net assets, beginning of year _586,961 586,223 g7y
Net assets, end of year $631,187 $636,223 $ (5,036}

DEPOSITS

The Utility's deposits in banks at December 31, 2005 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 Utility is authorized by statute to invest public funds in obligations of the United States government, its
agencies and instrumentalities; certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the Board of Trustees; prime eligible bankers acceptances; certain high
rated commercial paper; perfected repurchase agreements; certain registered open-end management
Invesiment companies; certain joint investment trusts; and warrants or improvement certificates of a
drainage district.

Interest rate risk - The Utility investment policy limits the investment of operating funds (funds expected to
be expended in the current budget year or within 15 months of receipt) in mstruments that mature within 397
days. Funds not identitied as operating funds may be invested in investments with maturities longer than
397 days but the maturities shall be consistent with the needs and use of the Utility.

The Utility had no investments meeting the disclosure requirements of Governmental Auditing Standards
Board Statement Number 40,

PLANT AND DEPRECIATION PROCEDIIRFS

Listed below are the major classes of plant as of December 31, 2005 and 2004:

CATV & 2004

Telephone Internet Total Total
Pristribution plant $39 681 $836,476 $896,157 $776,051
Other equipment 40,1058 33399 73,504 73.504
Total plant £99 784 869,875 960,661 849 555

Provision for depreciation and amortization has been computed at straight-line rates over the estimated
usefu! lives of the property.
14



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 20058 AND 2004

CASH AND CASH EQUIVALENTS

These funds were deposited as follows as of December 31, 2005 and 2004:

CATV & 2004
Telephone Internet Total Total
Demand deposits $332.529  $(299 591 $.32.938 $249.097

These funds bear interest at 2.00%,.

PENSION AND BETIREMENT BENEFITS

The Unility contribuies to the Jowa Public Employees Retirement System (IPERS) which is a cost-sharing
multiple-etnployer defined benefit pension plan administered by the State of fowa. IPERS provides
retirement and death benefits which are established by State statute to pfan 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 6117, Des Moines,
Towa, 50306-9117.

Plan members are required to contribute 3.70% of their annual covered salary and the Utility is required to
contribute 5.75% of annual covered payroll. Contribution requirements are established by State statute.
The Utility’s contribution to IPERS for the vears ending December 31, 2005, 2004, and 2003, were §5,237,
$4,833, and 54,828 equal to the required contributions for each year.

RISK MANAGEMENT

Laurens Municipal Broadband Communications Utility is exposed to various risks of loss related to torts;
thett, damage to and destruction of assets; errors and omissions; injuries to employees: and natural disasters.
These risks are covered by the purchase of commercial insurance. The Utility assumes hability for any
deductibles and claims in excess of coverage limitations. Settled claims from these risks have not exceeded
commercial insurance coverage in any of the past three fiscal years.

SIGNIFICANT AREA CONCENTRATION OF CREDIT RISK

The Utility extends credit to its customers on terms no more favorable than standard terms of the industry it
serves. A substantial portion of the Utility's customers are located in Laurens, lowa, The Utilitv's credit
risks have been anticipated and management believes that adequate provision has been made for doubttul
accounts,

RELATED PAR T’Y’ TRANSACTION

Pursuant to lowa Code Chapter 28E.18 concerning the joint use of facilities through sharing agreements, the
Laurens Municipal Broadband Communications Utility and the Laurens Municipal Light and Power Plant
have entered indo an agreement whereby the Communications Utility shall pay the Electric Utility the sum of
5145,000 on or before the first day of June each year for the use of a portion of the Communications
distribution system for the previous calendar year. The term of this agreement is forty years and payments
are due June | of each vear.
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The primary purpose of our examination was 1o formulate en opinion on the financial statements taken as a
whole. The additional information presented in the following pages was prepared on the basis of audit procedures
applied in our examination of the financial statements. This information, while not considered necessary for fair
presentaiion of the firancial statements is, in our opinton, fairly stated in all material respects whey considered in
relation to the financial statements taken as a whole.
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LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY

STATEMENTS OF OPERATIONS

YEARS ENDED DECEMBER 31, 2005 AND 2004

OPERATING REVENUES
Sale of cable services:
Rasic cable
Premium channels
Sale of telephone services:
Local
Long distance
Access fecs
Internet
Transport fee credits
Other
USAC - High cost
Penalties
Converters
Miscellaneous
Total operating revenue

OPERATING EXPENSES

Cost of service:
Basic CATV programming
Premivm channel programming
Internet fees
Transport fees
Switching fees
Long distance fees
Access tees
Biiling fees
Huwminet fees
Directory listing fees
Toint use fees

Total cost of service

Head end system:
Wages and benefils
Operating expenses and supplies
Maintenance and repairs
Buildings and grounds
Depreciation

Total head end system

Customers” accounts expense;
Bad debt expense

Administrative and general expense:
Administrative and general salaries
Office supplies and postage
Audits, legal, and consultation services
Property insurance

2005

CATV & 20014

Telephone Internet Total Total
s - $159,122 F159122 5 143,688
- 13,284 13,284 20,616
219,761 219,761 206,272
50,006 - 30,006 49,302
238,947 - 238,947 290,186
- 121,566 121,566 113,929

90,500 - S0,900 -
3,262 4,560 7,822 2,547

7,317 - 7317 -
- - - 102
- 238 258 427
237 4,998 5,235 5,938
610,430 303,788 914218 32,007
- 107,613 107,613 99,385
11,976 11,976 13,723
- 39,773 39773 39,805
26,5006 4,300 31,000 45,216
74,797 - 74,7797 78415
635,410 - 65,410 39,785
57,626 - 87,626 118,928
20,401 - 20,461 22,164
2,038 - 2,038 3,880
117 - 117 4,547
635,000 50000 143,000 130,000
341.8%9 243,862 585,751 595,952
5,258 8,352 13,607 9,883
3,303 10,784 14,087 0,373
203 1,064 1,867 3702
a03 1,048 1,351 834
5,968 68,420 74,388 68,981
15.632 89,668 105 300 92473
154 63 217 1,260
63,309 209,537 92,846 91,234
8,438 3,543 11,981 17,122
55879 3,100 8,688 12,533
3,139 1,514 4,653 4,398
(Continued)



LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTHLITY
STATEMENTS OF OPERATIONS
YEARS ENDED DECEMBER 31, 2005 AND 2004

2005
CATV & 2004
Telephone Internet Total Total
OPERATING EXPENSES - (Continued)
Administrative and general expense: (Continuad)

Compensation insurance 51403 s 494 $ 1,897 % 1,740
Employees' group insurance 17,258 7471 24,729 29,462
Trustees’ fees 630 270 900 900
Prues and subseriptions 2,242 1,030 3,292 3,493
Franchise requirement ~ cost of
services to City of Laurens - 11,403 11,403 3,642
Legal publications 593 255 848 1,264
Advertising and promotion 1,590 679 2,269 2,846
Convention, meeting, and travel expense 487 135 622 20077
Depreciation 2,481 2,838 3319 4,692
Motor vehicle and work
oquipment expense 2,525 1,119 2,644 2,877
F911 fees 9,289 “ 9,289 4,302
Miscellancous 3,471 2.873 6,344 3,710

Tetal administrative and

general expense 122,434 66,290 188,724 191,584

Total operating expense 480,109 3649 881 875,992 881,269

Net Income {loss} $ 130,321 § (96,095 §. 34226 & (48267)
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LALRENS MUNICIPATL BROADBAND COMMUNIC »’\TIO\Q UTILITY

SCHEDILE OF Cﬂ’\«{‘\lb\‘i‘* "“i‘
DECEMBER

i
Head end equipinent

{ther Bauipment
Office furnilure and fixtures
Transporiation cyuipment
Laborptory equipmant
Communication equipment

Total telephone plant in service

CATV ANDINTERNET PLANT
E Sysiem

Land

Towgers and antennas
Buildings

Tower site equipment
Head end sguipment
Satetiite dishes

Traps and fillers

Other Equipmen!
(iffice furnittre and fixiures
Transportation equipment
Labs cauipment
Corupunication equipment

Total CATVY and internet plant (r servics

Total Plant in Service
Construction Work in Process

Total Uniiity Plant

i

Jility Plam

Balence Halance

January 1, December 31,
2005 Additions Transfers  Deletions 2003

% 59681 Sz 3 - $ - § 39681

- - - 14,854

- - - 12,759

. - - 11,944

R = b 548

R N o A0S

90 784 - . . 5978

8,280 - - 8,280

142,038 - - - 142,058

7185 - - . 7,183

18,543 - - - 18,543

478,427 120,106 . - 598,333

52,558 - - - £2 389

5368 S - A

L6370 1200108 836476

1.288 “ - - 11,288

8,506 . . . 8,508

13,239 - - - 12239

366 - - - 166

13,399 - - _ 33,394

12 10e

120,106

Schedule §
Accumulated Depreciation -
Baiauce Balance
Drepreciation January 1, Dlecomber 31,
Raig 283 Expense  Dmnsfers Rellroments 2005
10.00% 533266 3 506k s o~ g - $ 39734
6.70-20.60 6,310 1,17 - - 7481
200 12,738 - - - 12,759
1060 5,378 1,235 - - 6,633
12,00 s 58 - - a9
24812 2481 - - 27,293
SE.078 8,446 - - 66,527
.00 - - - - -
300 - - 42 721
5.00 - - 2,472
16,060 - - 12,782
10.00 - - 315,841
1000 - - 36,813
20.060 - 8,366
- 428015
6.70-20.00 5,629 1417 - -
20,068 ~ - -
.00 1,383 - -
16,00 3G . RN -
_ 2838 i -
e - ASGETO
76,70 . - 517,397
Frrneare 5517397




LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
COMMENTS ON STATEMENT OF NET ASSETS
DECEMBER 31, 2003

UTILITY PLANT Cost 5969,661
Accumulated Depreciation 517397

Details of the utility plant are shown in the preceding schedule.

CASH AND CASH EQUIVALENTS

This balance consists of the following:

Interest
Rate Amount
Demand deposit NOW account:
Laurens State Bank - monev market account 200%  § 32938
ACCOUNTS RECEIVABLE
This balance consists of the following:
Accounts receivable - cable, internet, and telephone sales:
November 15, 2005 - December 15, 2005 and past due $ 48,030
December 16, 2005 - December 31, 2005 3,362
Accounts Recelvable Access Fees:
October 19, 2005 - November 19, 2005 and past due 27,635
November 20, 2005 « December 31, 2005 30,226
Less: Allowance for doubtful accounts
PUE FROM ELECTRIC UTILITY
This balance consists of funds loaned to the electric utility
PREPAID EXPENSES
This balance consists of the following:
Prepaid insurance $..10.743
NET ASSETS
Following is a summary of the changes in this account during 2005:
Balance, Japuary 1, 2005 $596,961
Change in net assets 34226
Balance, December 31, 20058 R031,187
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ACCOUNTS PAYABLE $194.405

This balance consists of the following:

National Cable Television Cooperative - December programuming 5 7,549
Pocahontas F911 - 4% quarter E911 fees 2,394
Long Lines - Telephone fees 15,585
Long Lines - Carrier access billing fees 19.160
Laurens Municipal Broadband Corumunications Utility - Joint use fees 145,000

City of Laurens - Franchise fees
Various, each less than $1,000

(YTHER CURRENT AND ACCRUED LIABILITIES T § 12.837

This balance consists of the following Hems:

Acerued vacation, payroll and benefits $ 8,601
Accrued sales, use, and excise tax 4,236
312,837
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HUNZELMAN, PUTZIER & CO., PLC
CERTIFIED PUBLIC ACCOUNTANTS

100 WEST MILWALIREE

WEBLEY B STHLE, Cra,
HTGRM LAKE, 1OWA SO5SEA

JEFFORY B, STARK, 090
KEITH £, GERMANK, TIA PR T BR-AGER
RIGHARD R, MOGRE, 0.9 A FAX 712-732-3662
KEMNNETH A, PUTZIER, C0.A (RETIRED info@hpoocpa.com
Wit RLMTELMAN, TUFA TRE1907

INDEPENDENT AVDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN ALDI TOF FINANCIAL STATEMENTS
PERFORMER IN ACCORDANCE WITH GOVERNMENT ALUDITING STANDARDS

Board of Trustees
Lauvrens Municipal Broadband Communications Utility
Laurens, {owa

We have audited the financial statements of Laurens Municipal Broadband Communications Utility, as of
and for the year ended December 31, 2008, and have issued our report thereon dated April 21, 2006, We
corducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United Stases,

Tnternal Comrol Over Financial Reporting

In planning and performing our audit, we considered Laurens Municipal Broadband Communications
Utility’s internal control over financial reporting in order to determine our auditing procedures for the murpose of
expressing our opinion on the financial statements and nat o provide an opinion on the internal control over
financial reporting. However, we noted certain matiers mvolving the internal control aver financial reporting and
its operation that we consider to be repartable conditions. Reportable conditions involve matiers coming 1o our
altention relating to significant deficiencies in the design or operation of the internal control over financial
reporting that, in our judgment, could adversely affect Laurens Municipal Broadband Communications Utility's
ability to record, process, summarize, and report financial data consistent with the assertions of management in
the financial statements. Reportable conditions are described in Part I of the accompanying Schedule of Fdings.

A material weakness is a condition in which the design or operation of one or more of the fnternal 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 oceur and not be detected within a timely period
by employees in the nommal course of performing their assigned functions. Our consideration of the internal
control over fimancial repotting would not necessarily disclose all matters in internal control that might be
reportable conditions and, accordingly, would not necessanily disclose all reportable conditions that are also
considered to be material weaknesses, However, of the reportable conditions described above, we believe item
1-A-03 is a material weakness.

Compliance and Other Matters

As part of obtatning reasonable assurance about whether Laurens Municipai Broadband Communications
Utility’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 andit and, accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards However, we noted a certain immaterial instance of non-compliance that is
described in Fart 1T of the accommpanying Schedule of Findings.
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Comments involving statutory and other legal matters about the Utility s operations for the year ended
December 31, 2005 are based exclusively on knowledge obtained from procedures performed during our audit ot the
financial staterments of the Utility. Since our audit was based on tests and samples, not all transactions that might
have had an tmpact on the comments were necessarily audited. The comments involvisg statusory and other legal
muatters are not infended to constitute legal interpretations of those statutes.

This report, a public record by law, is intended solely for the information and use of the officials, employvees,
and citizens of Laurens, fowa and other parties to whom Laurens Municipal Broadband Communications Utility may
report. This report is not intended to be and should not be used by anyvone other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personuel of the Utility
during the course of our audit,

Should you have any questions concerning any of the above matters, we shall be pieased to discuss them with
YOI 8f VOUTr CORvVEnience,
+p

April 21, 2006



LAURENS MUNICIPAL BROADBANT) COMMUNICATIONS UTILITY
SCHEDULE OF FINDINGS

YEAR ENDED DECEMBER 31, 2005

Part I Findings Related 1o the Financial Statemends:

INSTANCES OF NONCOMPLIANCE:
No matters were noted,
REPORTABLE CONDITIONS
EFA-05  Segregation of Duties - One impottant 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 bank deposits, opening mail, recording receipts and disbursements,
checks and payroll preparation, and bank reconciliations are all handled by two individuals.

Recommendation - We realize that with a Himited number of office employees, segregation of
duties is difficult. However, the Utility should review its control procedures to obtain the
maximum internal control possible under the circumstances,

Response - The Board of Trustess along with the General Manager will review the financial
statements and internal control procedures, in detail, every month. The duties of opening mail, bank
deposits, recording receipts and disbursements, bank reconciliations, and payroll preparation will be
monitored daily by the General Manager. We require two signatures on all check disbursements.

Conclusion - Response accepted.

1-B-05  Electronic Data Processing Systems - During our review of internal control, the existing control
activities in the Utility’s computer based systerns were evaluated in order 1o determine that activities,
from a control standpoint, were designed 1o provide reasonable assurance regardin g the
achievement of objectives in the reliability of financial reporting, effectiveness and efficiency of
operations, and compliance with applicable laws and regulations. The folowing weaknesses in
the Utility’s computer based systems were noted;

The Utility does not have written policies for:

- password privacy and confidentiality,

- requiring password changes because software does not require the user to change
logins/passwords periodically,

ensuring that only software licensed to the Utility is installed on computers,

requiring user profiles to help limit access to programs to those who have a legitimate need,

H

Algo, the Utility does not have a written disaster recovery plan.

Recommendation - The Utility should develop written policies addressing the above items in order o
improve the Utility’s control over computer based systems and a written disaster recovery plan should
be developed.
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LAURENS MUNICIPAL BROADBAND COMMUNICATIONS UTILITY
SCHEDULE OF FINDINGS

YEAR ENDED DECEMBER 31, 2005

Part I Pindings Related to the Financial Staterpents: (Continued)

REPORTABLE CONDITIONS: (Continued)

I-B-05

Electronic Data Processing Systerns - (Continued)

Response - The Utility is working to find another utility or community that has this policy in place so
we have something to work from. The Utility will then work to develop the necessary written
policies addressing disaster recovery, password privacy, confidentiality, and personal use of computer
equipment and sofiware.

Part 1 Other Findines Related to Statutory Reporting:

-A-03

11-13-05

H-C-03

-D-05

I-E-05

11-F-05

I-G-08

II-H-035

Official Depositories - A resolution naming official depositaries has been adopted by the Board.
The maximum deposit amounts stated in the resolution were not exceeded during the vear ended
December 21, 2005,

Budget - Utility expenditures during the vear ended December 31, 2005 exceeded the
amounis budgeted, Chapter 384.20 of the Code of Towa states in part that public monies may not be
expended or encumbered except under an annual or continuing budget.

Recommendation - The budget should have been amended in sufficient amounts in accordance with
Chapter 384.18 of the Code of lowa before disbursements were allowed to exceed the budget.

Response - The Board of Trustees along with the General Manager will review the budget and
financial reports, in detail, every month,

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

Travel Expense - No expenditures of Utility money for travel expenses of spouses of Utility
officials or emplovees were noted.

Busigess Transactions - We noted no business transactions between the Utility and Utility officials
or emplovees.

statutory provisions, The amount of coverage should be reviewed annually to insure that the
coverage is adequate for curvent operations.

Trustee minutes but were not.

Deposits and Investments - We noted no ingtances of non-compliance with the deposit and
investment provisions of Chapter 128 and (2C of the Code of Towa,
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