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INDEPENDENT AUDITOR'S REPORT

To the Policy Council

Southwest Iowa Planning Council and
Southwest Iowa Transit Agency

Atlantic, Iowa

We have audited the accompanying balance sheets of Southwest Iowa Planning Council, including
Southwest lowa Transit Agency, as of June 30, 2007 and 2006, and the related statements of
support, revenues, expenses, and changes in net assets, and cash flows for the years then ended.
These financial statements are the responsibility of the Organization's management. Our
responsibility is to express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Southwest Iowa Planning Council, including Southwest Iowa Transit Agency,
as of June 30, 2007 and 2006, and the results of its operations, changes in net assets, and cash flows
for the years then ended in conformity with accounting principles generally accepted in the United
States of America.

The Organization has not presented Management’s Discussion and Analysis that accounting
principles generally accepted in the United States of America has determined is necessary to
supplement, although not required to be part of, the basic financial statements.

In accordance with Government Auditing Standards, we have also issued our report dated
October 15, 2007 on our consideration of Southwest Iowa Planning Council’s, including
Southwest Iowa Transit Agency, 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 reporfing 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.




To the Policy Council
Southwest lowa Planning Council and
Southwest Iowa Transit Agency

Our audits were made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The accompanying information (shown on pages 13 through 15) including the
Schedule of Expenditures of Federal Awards required by U.S. Office of Management and Budget
(OMB) Circular A-133, Audits of States, Local Governments and Non-Profit Organizations, is
presented for purposes of additional analysis and is not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in our audits
of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

MIM,M - L. P.C.

Atlantic, Iowa
October 15, 2007




SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Balance Sheets

June 30,
ASSETS
2007 2006
Current Assets:
Cash $ 242,696 $ 29,385
Accounts receivable 530,636 439,786
Prepaid expenses 46,140 69,665
Internally designated assets 67.817 2,178
Total current assets 887,289 541,014
Designated Assets:
Internally designated assets 324,103 328,465
Less amounts required to meet current liabilities ( 67.817) _( 2.178)
256,286 326,287
Capital Assets:
Depreciable capital assets, net 1,278,308 1,098,687
Non-depreciable capital assets 133.478 17,000
1,411,786 1,115,687
Total assets $§ 2555361 $§ 19820988
LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts payable $ 259,207 $ 91,767
Accrued employee compensation 51,465 49,440
Deferred fares revenue -- 1,416
Deferred grant revenue 25,000 25.000
Total current liabilities 335,672 167,623
Net Assets:
Invested in capital assets, net of related debt 1,411,786 1,115,687
Unrestricted 807,903 699.678
Total net assets 2.219.689 1.815.365
Total liabilities and net assets § 2555361 § 1,982,988

The accompanying notes are an integral part of these statements.
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Statements of Support, Revenues, Expenses and Changes in Net Assets

Year ended June 30,
2007 2006
Public Support and Revenues:
Public support $ 1,729942 § 1,413,736
Revenues 757.304 812.402
2,487,246 2,226,138
Expenses:
Salaries 811,399 697,583
Bad debts 3,024 2,006
Depreciation 279,523 228,124
Employee benefits 85,891 61,788
Grant administration 57,731 34,177
FHLB assistance expense 109,364 398,885
HLSEM expense 102,946 --
Insurance 226,400 161,792
Lubricants and fuel 271,422 250,533
Payroll taxes 117,434 100,864
Postage 3,804 2,590
Purchased transportation 62,513 60,176
Repairs and maintenance 100,550 93,000
Space costs 54,083 36,554
Transit operations 90,324 88.182
2.376.408 2.216.254
Income from Operations 110,838 9,884
Non-Operating Revenue:
Interest income 9,772 6,987
Capital grants 274,646 468,952
Gain on sale of assets 9.068 25,461
293.486 501.400
Excess of Support and Revenues Over Expenses
and Increase in Net Assets 404,324 511,284
Net Assets Beginning of Year 1,815,365 1,304,081
Net Assets End of Year $ 2219689 § 1.,815365

The accompanying notes are an integral part of these statements.
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Statements of Cash Flows

Year ended June 30,
2007 2006
Cash flows from operating activities:

Cash received from customers and agencies $ 2,340,484 $ 2,021,372

Cash paid to suppliers ( 1,157,136) ( 1,337,384)

Cash paid to employees ( 809.374) _( 686,256)

Net cash provided by (used in ) operating
activities 373,974 ( 2,268)
Cash flows from capital and related financing activities:

Capital expenditures ( 499,297)  ( 770,688)

Proceeds from capital grants 326,118 599,876

Proceeds from sale of assets 9,068 39,783

Construction in progress expenditures ( 10,686) --

Net cash used in capital and related financing
activities ( 174,797) ( 131,029)
Cash flows from investing activities:

Interest received 9.772 6,987
Net increase (decrease) in cash 208,949 ( 126,310)
Cash at beginning of year 357,850 484.160
Cash at end of year $ 566,799 $ 357,850
Reconciliation of cash to the balance sheets:

Cash in current assets $ 242,696 $ 29,385

Cash in designated assets 324,103 328.465

Total cash at end of year $ 566,799 § 357,850
Reconciliation of operating income to net cash

provided by (used in) operating activities:
Operating income $ 110,838  § 9,884
Adjustments to reconcile operating income to
net cash provided by (used in) operating activities
Depreciation 279,523 228,124
Bad debts 3,024 2,006
Change in assets and liabilities
Accounts receivable, operating ( 145,346)  ( 229,766)
Prepaid expenses 23,525 ( 68,352)
Accounts payable, trade 101,801 19,655
Accrued employee compensation 2,025 11,327
Payroll taxes withheld and accrued -- ( 146)
Deferred fares revenue ( 1,416) --
Deferred grant revenue - 25.000
Total adjustments 263,136 ( 12.152)
Net cash provided by (used in) operating activities $ 373,974  §( 2,268)

The accompanying notes are an integral part of these statements.
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Notes to Financial Statements
June 30, 2007 and 2006

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

A summary of the Organization's significant accounting policies applied in the preparation of
the accompanying financial statements follows.

1. Reporting Entity

Southwest Iowa Planning Council is a voluntary organization formed by the representatives
of Harrison, Shelby, Cass, Fremont, Pottawattamie, Mills, Montgomery and Page counties in
accordance with Chapter 28E of the Code of lowa. The purpose of the Organization is to
make comprehensive studies and plans for the development of the area it serves, to eliminate
planning duplications, to promote governmental economy and efficiency, and to otherwise
guide the unified development of the area. The Organization is governed by a seventeen
member council appointed for one year terms. Southwest lowa Transit Agency was formed
to administer the transit services for District 13. The Transit Agency is not a separate and
distinct entity from the Planning Council. As a combined group of political subdivisions, the
Organization is exempt from income taxes.

The Organization has considered all potential component units for which it is financially
accountable, and other entities for which the nature and significance of their relationship with
the Organization are such that exclusion would cause the Organization’s financial statements
to be misleading or incomplete. The criteria for determining financial accountability include:
appointing a majority of an entity’s governing body, and (a) the Organization’s ability to
impose its will on that entity, or (b) the potential for the entity to provide benefits to or
impose financial burdens on the Organization. The Organization has no component units.

2. Fund Accounting

The accounts of the Organization are organized on the basis of funds, each of which is
considered to be a separate accounting entity. The operations of each fund are accounted for
by providing a separate set of self-balancing accounts which comprise its assets, liabilities,
net assets, support, revenues and expenditures. The various kinds of funds are indicated
below:

Unrestricted Funds - The Unrestricted Funds account for resources not restricted for
identified purposes by donors and grantors. These funds represent resources over which
the Organization has discretionary control to use in carrying on its operations.

The accompanying financial statements have been prepared using the proprietary fund
method of accounting whereby revenues and expenses are recognized on the accrual basis of
accounting in conformity with accounting principles generally accepted in the United States
of America. Revenues are recognized when earned and expenses are recorded when the
liability is incurred.



SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Notes to Financial Statements
June 30, 2007 and 2006

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES — Continued

3. Use of Estimates

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 reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

4. Accounting Standards

The Organization reports its financial activity in accordance with all applicable
Governmental Accounting Standards Board (GASB) pronouncements as well as applicable
Financial Accounting Standards Board (FASB) pronouncements unless those
pronouncements conflict with or contradict GASB pronouncements.

5. Accounts Receivable

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

6. Investments

Investments are reported at fair value except for short-term highly liquid investments that
have a remaining maturity at the time they are purchased of one year or less. These
investments are carried at amortized cost. Interest, dividends, and gains and losses, both
realized and unrealized, on investments are included in non-operating revenue when earned,
unless restricted by donor or law.

7. Capital Assets

The Organization’s capital assets are reported at historical cost. Contributed capital assets
are reported at their estimated fair value at the time of their donation. Capital assets with
lives in excess of four years and cost in excess of $1,000 are capitalized. These capital
assets, other than land, are depreciated or amortized (in the case of capital leases) using the
straight-line method of depreciation using their estimated useful lives (ten to forty years for
buildings and land improvements and five to ten years for equipment). Capital assets and
depreciation expense were not recorded by the Organization prior to 1985.

8. Compensated Absences

Full-time employees of the Organization earn paid time off hours at varying rates depending

on years of service, up to a maximum of 144 hours per year. Paid time off up to a maximum
of 80 hours may be carried over to the subsequent calendar year. Any excess over 200 hours
accumulated by January 1 of each year is lost. The computed amount of paid time off earned
by year end is recorded as part of accrued employee compensation.

-8-



SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Notes to Financial Statements
June 30, 2007 and 2006

NOTE A - REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - Continued

9. Grant Revenue

Grant proceeds for operating activities are recorded in income as they are earned and are
reported as a part of transit and planning council support and revenues. Capital grants are
recorded as non-operating revenue. Grant proceeds received but not expended are shown as a
deferred revenue on the balance sheet.

10. Cash and Cash Equivalents

For purposes of the statement of cash flows, the Organization considers all highly liquid debt
instruments purchased with an original maturity of three months or less to be cash equivalents.

11. Net Assets

Net assets of the Organization are classified in four components. Net assets invested in
capital assets net of related debt consist of capital assets net of accumulated depreciation and
reduced by the current balances of any outstanding borrowings used to finance the purchase
or construction of those assets. Restricted expendable net assets are noncapital net assets that
must be used for a particular purpose, as specified by creditors, grantors, or contributors
external to the Organization. Restricted nonexpendable net assets equal the principal portion
of permanent endowments. Unrestricted net assets are remaining net assets that do not meet
the definition of invested in capital assets net of related debt or restricted.

NOTE B - DESIGNATED NET ASSETS

Of the $807,903 (8699,678 as of June 30, 2006) of unrestricted net assets as of June 30, 2007,
$324,103 ($328,465 for 2006) has been designated by the Organization’s Policy Council for
capital acquisitions. These assets remain under the control of the Policy Council, which may,
at its discretion, later use the funds for other purposes.

NOTE C - DEPOSITS

The Organization’s deposits at June 30, 2007 were entirely covered by federal depository
insurance or the State Sinking Fund in accordance with Chapter 12C of the Code of lowa.
This chapter provides for additional assessments against the depositories to ensure there will
be no loss of public funds. Investments are stated as indicated in Note A.

The Organization 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 Policy Council; 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.

-9.



SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Notes to Financial Statements
June 30, 2007 and 2006

NOTE C - DEPOSITS - Continued

The composition of internally designated assets, which consists entirely of cash, is as follows:

2007 2006
Internally Designated Assets:

SWIPCO:
Building replacement $ 6,592 $ 7,673
Equipment replacement 16,808 16,966
23,400 24,639

SWITA:

Building replacement 49,978 35,563
Vehicle replacement 250,725 268.263
300,703 303.826

$ 324,103 $ 328,465

NOTE D - CAPITAL ASSETS

Capital assets, additions, disposals and balances for the years ended June 30, 2007 and 2006
were as follows:

Balance Balance
Cost 2006 Additions Disposals 2007
Land Improvements $ 62,217 § 25,120 § -- $ 87,337
Buildings 233,902 -- - 233,902
Equipment 244,371 18,291 -- 262,662
Vehicles 2.068.300 415,733 168.236 2,315,797
2,608,790 459,144 168,236 2,899,698
Depreciation
Land Improvements 18,864 3,773 -- 22,637
Buildings 73,094 5,848 -- 78,942
Equipment 170,753 23,987 -- 194,740
Vehicles 1,247,392 245915 168.236 1,325.071
Total Depreciation 1,510,103 279,523 168.236 1,621,390
Depreciable Capital
Assets, Net $ 1,098,687 § 179,621 $ -- $ 1,278,308
Non-Depreciable
Capital Assets:
Land $ 17,000 § 37975 § -- $ 54,975
Construction i progress -- 78.503 -- 78,503
$ 17,000 § 116478 $ -- $ 133,478

-10 -



SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Notes to Financial Statements
June 30, 2007 and 2006

NOTE D - CAPITAL ASSETS - Continued

Balance Balance
Cost 2005 Additions Disposals 2006
Land Improvements $ 62,217  $ -- $ -- $ 62,217
Buildings 233,902 -- - 233,902
Equipment 212,856 31,515 -- 244371
Vehicles 2,121,531 508.873 562.104 2,068,300
2,630,506 540,388 562,104 2,608,790
Depreciation
Land Improvements 15,090 3,774 - 18,864
Buildings 67,246 5,848 -- 73,094
Equipment 148,602 22,151 -- 170,753
Vehicles 1.598.823 196,351 547.782 1,247,392
Total Depreciation 1.829.761 228.124 547,782 1,510,103
Depreciable Capital
Assets, Net $ 800,745 § 312264 $§ 14322 § 1,098,687
Non-Depreciable
Capital Assets:
Land $ 17,000 $ -- $ -- $ 17,000

NOTE E - PENSION AND RETIREMENT BENEFITS

The Organization contributes to the lowa Public Employees Retirement System (IPERS)
which is a cost-sharing multiple-employer defined benefit pension plan administered by the
State of lowa. IPERS provides retirement and 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, lowa, 50306-9117.

Plan members are required to contribute 3.70% (3.90% beginning July 1, 2007) of their
annual salary and the Organization is required to contribute 5.75% (6.05% beginning July 1,
2007) of annual covered payroll. Contribution requirements are established by State statute.
The Organization's contributions to IPERS for the years ended June 30, 2007, 2006, and 2005
were approximately $46,300, $39,300, and $37,500, respectively, equal to the required
contributions for each year.
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Notes to Financial Statements
June 30, 2007 and 2006

NOTE F - COMMITMENT AND CONTINGENCY

Risk Management

The Organization is exposed to various risks of loss related to torts; theft, damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
These risks are covered by the purchase of commercial insurance. Settled claims from these
risks have not exceeded commercial insurance coverage during the past three years.

Construction in Progress

During the year ended June 30, 2007, the Organization began the construction of an addition
to the existing building. The project has a total cost of approximately $160,000. At June 30,
2007, costs incurred on the project totaled $78,503. Financing for the project is expected to
be provided by funds generated internally.

NOTE G - ECONOMIC DEPENDENCY

The Organization received approximately 25% of its total support and revenue through its
contract with the lowa and Federal Departments of Transportation for the year ended June 30,
2007 (26% for 2006). The Organization’s contract with the lowa Department of
Transportation has been renewed with a 4.2% decrease for fiscal year ending June 30, 2008.
The Organization’s contract with the Federal Department of Transportation has been renewed
with a 21.4% increase for fiscal year ending June 30, 2008.

NOTE H - CONCENTRATION OF CREDIT RISK

The Organization grants credit without collateral to its clients, most of whom are area
businesses and local governments. The mix of receivables at June 30, 2007 and 2006, was as

follows:
2007 2006
Local governments 57% 44%
Area businesses 43 56
100% 100%

NOTE I - BUDGETS AND BUDGETARY ACCOUNTING
The budgetary comparison and related disclosures are not reported as Required

Supplementary Information. As there is no legal requirement to adopt a budget, GASB 34
does not require this disclosure.

-12-
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2007

Federal Grantor/Pass-through CFDA Grant or
Grantor/Program Title Number Number

U.S. Department of Transportation
Indirect Programs
Iowa Department of Transportation

Capital Investment Assistance Project 20.500 04-0105-130-06
Non-Urban Operating Assistance Project 20.509 18-4027-130-07
Non-Urban Capital Assistance Project 20.509 18-0028-130-06
Training Fellowship 20.509 TF 2007-027
Training Fellowship 20.509 TF 2007-028
Training Fellowship 20.509 TF 2007-088
Training Fellowship 20.509 TF 2007-113
Training Fellowship 20.509 TF 2007-250
Training Fellowship 20.509 TF 2007-251
SFY2006 Transportation Planning Work

Program 20.515 07RPA-13
ITS Deployment Project 20.515 ITS-130
Job Access/Reverse Commute Project 20.516 37-X011-130-06

Total U.S. Department of Transportation

U.S. Department of Homeland Security & Emergency
Management
Indirect Program
Iowa Department of Homeland Security &
Emergency Management
Homeland Security 97.067 2006 GE-TG-0065-004

Total Expenditures of Federal Awards

Basis of Presentation - The Schedule of Expenditures of Federal Awards includes the federal
grant activity of Southwest lowa Planning Council, including Southwest lowa Transit Agency,
and is presented on the accrua! basis of accounting. The information on this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations.

See accompanying independent auditor's report.



Federal

Period of Grant Expenditures
'12/01/05 to 06/30/08  $ 267,318
07/01/06 to 06/30/07 303,954
10/01/05 to 06/30/08 57,742
07/01/06 to 06/30/07 442
07/01/06 to 06/30/07 497
07/01/06 to 06/30/07 193
07/01/06 to 06/30/07 109
07/01/06 to 06/30/07 132
07/01/06 to 06/30/07 299
07/01/06 to 06/30/07 45,008
10/25/06 to 09/30/08 7,328
10/01/05 to 03/21/08 5,702
688,724

11/14/06 to 06/30/09 105.508
$ 794,232

-13 -



SOUTHWEST IOWA PLANNING COUNCIL

INCLUDING

SOUTHWEST IOWA TRANSIT AGENCY

Schedules of Transit Agency Support, Revenues and Expenses
Year ended June 30,

Public Support and Revenues:
Public support:
Iowa Department of Transportation
Other state assistance
Federal Department of Transportation
Local assistance

Revenues:
Fares
Other

Total public support and revenues

Expenses:
Salaries
Bad debts
Depreciation
Employee benefits
Insurance
Lubricants and fuel
Payroll taxes
Purchased transportation
Repairs and maintenance
Space costs
Transit operations

Income (Loss) from Operations
Non-Operating Revenue:
Interest income

Capital grants
Gain on sale of assets

Excess of Support and Revenues Over Expenses

See Independent Auditor's Report.
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2007 2006
313,568 338,569
621,467 212,000
368,867 285,864

79,000 79.000

1,382,902 915.433

473,960 607,291
22,663 17,776
496,623 625,067

1,879,525 1,540,500

611,816 537,323
3,024 1,968
270,833 220,361
47,580 39,200
220,441 159,486
271,422 250,533
89,509 78,214
62,513 60,176
100,550 93,000
34,399 33,114
90,324 88,182
1.802.411 1.561.557
77,114 21,057)
6,437 6,905
274,646 468,952
9.068 25.461
290.151 501.318
367,265 480,261




SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Schedules of Planning Council Support, Revenues and Expenses

Year ended June 30,
2007 2006
Public Support and Revenues:
Public support:
Federal Department of Transportation $ 45,008 28,804
Economic Development Technical Assistance
Grant 9,375 9,376
HLSEM Grant 105,508 --
FHLB Assistance Grant 119,569 392,541
City and county dues 67,580 67,582
347,040 498.303
Revenues:
Grant administration 185,695 147,375
Contracts 73,081 39,960
Other 1,905 --
260,681 187.335
Total public support and revenues ‘ 607,721 685,638
Expenses:
Salaries 199,583 160,260
Bad debts -- 38
Depreciation 8,690 7,763
Employee benefits 38,311 22,588
Grant administration 57,731 34,177
FHLB assistance expense 109,364 398,885
HLSEM expense 102,946 --
Insurance 5,959 2,306
Payroll taxes 27,925 22,650
Postage 3,804 2,590
Space costs 19,684 3.440
573,997 654,697
Income from Operations 33,724 30,941
Non-Operating Revenue:
Interest income 3,335 82
Excess of Support and Revenues Over Expenses $ 37,059 31,023

See Independent Auditor's Report.
-15-
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‘Gronewold, Bell, Kyhnn & Co. P.C.

CERTIFIED PUBLIC ACCOUNTANTS ¢ BUSINESS AND FINANCIAL CONSULTANTS

1910 EAST 7th STREET BOX 369 MARK D. KYHNN
ATLANTIC, IOWA 50022-0369 . DAVID L. HANNASCH
(712) 243-1800 KENNETH P. TEGELS

FAX (712) 243-1265 CHRISTOPHER J. NELSON
CPA@GBKCO.COM DAVID A. GINTHER

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

To the Policy Council
Southwest Iowa Planning Council
and Southwest lowa Transit Agency

We have audited the financial statements of Southwest lowa Planning Council, including
Southwest lowa Transit Agency, as of and for the year ended June 30, 2007, and have issued our
report thereon dated October 15, 2007. We conducted 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 States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Southwest Iowa Planning Council’s,
including Southwest lowa Transit Agency, internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing our opinion on the effectiveness of Southwest
Iowa Planning Council’s, including Southwest Iowa Transit Agency, internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Organization’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control over financial reporting that might be significant deficiencies or material
weaknesses. However, as discussed below, we identified certain deficiencies in internal control
over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of the control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the Organization’s
ability to initiate, authorize, record, process, or report financial data reliably, in accordance with
accounting principles generally accepted in the United States of America, such that there is more
than a remote likelihood a misstatement of the Organization’s financial statements, that is more
than inconsequential, will not be prevented or detected by the Organization’s internal control.
We consider the deficiencies in internal control described in Part II of the accompanying
Schedule of Findings and Questioned Costs to be significant deficiencies in internal control over
financial reporting.
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To the Policy Council
Southwest Iowa Planning Council
and Southwest Iowa Transit Agency

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood a material misstatement of the financial statements will
not be prevented or detected by the Organization’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in the internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Southwest lowa Planning Council’s,
including Southwest lowa Transit Agency, financial statements are free of material misstatement,
we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, non-compliance 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 non-compliance or other matters
that are required to be reported under Government Auditing Standards.

Comments involving statutory and other legal matters about the Organization’s operations for the
year ended June 30, 2007 are based exclusively on knowledge obtained from procedures
performed during our audit of the financial statements of the Organization. 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.

Southwest lowa Planning Council’s, including Southwest lowa Transit Agency, responses to
findings identified in our audit are described in the accompanying Schedule of Findings. While
we have expressed our conclusions on the Organization’s responses, we did not audit the
Organization’s responses and, accordingly, we express no opinion on them.

This report, a public record by law, is intended solely for the information and use of the officials,
employees and constituents of Southwest lowa Planning Council, including Southwest lowa
Transit Agency, and other parties to whom the Organization may report, including federal
awarding agencies and pass-through entities. This report is not intended to be and should not be
used by anyone other than these specified parties.

M, M,'f% » L. P.C

Atlantic, lowa
October 15, 2007
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Independent Auditor’s Report on Compliance
with Requirements Applicable to Each Major Program
and on Internal Control over Compliance
in Accordance with OMB Circular A-133

To the Policy Council
Southwest lowa Planning Council
and Southwest lowa Transit Agency

Compliance

We have audited the compliance of Southwest Iowa Planning Council, including Southwest Iowa
Transit Agency, with the types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to
its major federal programs for the year ended June 30, 2007. Southwest lowa Planning
Council’s, including Southwest Iowa Transit Agency, major federal programs are identified in
Part I of the accompanying Schedule of Findings and Questioned Costs. Compliance with the
requirements of laws, regulations, contracts and grant agreements applicable to its major federal
programs is the responsibility of Southwest lowa Planning Council’s, including Southwest lowa
Transit Agency, management. Our responsibility is to express an opinion on Southwest lowa
Planning Council’s, including Southwest [owa Transit Agency, compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America, the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States and
OMB Circular A-133, Audits of States, Local Governments and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about Southwest lowa Planning
Council’s, including Southwest Iowa Transit Agency, compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We believe
our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on Southwest Iowa Planning Council’s, including Southwest Iowa Transit Agency,
compliance with those requirements.

In our opinion, Southwest Iowa Planning Council, including Southwest lowa Transit Agency,
complied, in all material respects, with the requirements referred to above that are applicable to
its major federal programs for the year ended June 30, 2007.
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To the Policy Council
Southwest Iowa Planning Council
and Southwest lowa Transit Agency

Internal Control Over Compliance

The management of Southwest lowa Planning Council, including Southwest Iowa Transit
Agency, is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grant agreements applicable to
federal programs. In planning and performing our audit, we considered Southwest Iowa Planning
Council’s, including Southwest lowa Transit Agency, internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance, but
not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of Southwest Iowa
Planning Council’s, including Southwest lowa Transit Agency, internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in the Organization’s
internal control that might be significant deficiencies or material weaknesses as defined below.
However, as discussed below, we identified a deficiency in internal control over compliance that
we consider to be a significant deficiency.

A control deficiency in the Organization’s internal control over compliance exists when the design
or operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of compliance
requirement of a federal program on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the Organization’s ability
to administer a federal program such that there is more than a remote likelihood noncompliance
with a type of compliance requirement of a federal program that is more than inconsequential will
not be prevented or detected by the Organization’s internal control. We consider the deficiency in
internal control over compliance described in the accompanying Schedule of Findings and
Questioned Costs as item 07-1II-A to be a significant deficiency.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the Organization’s internal
control. We did not identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses, as defined above.

Southwest Iowa Planning Council’s, including Southwest lowa Transit Agency, responses to the
findings identified in our audit are described in the accompanying Schedule of Findings and
Questioned Costs. While we expressed our conclusion on the Organization’s responses, we did
not audit Southwest lowa Planning Council’s, including Southwest Iowa Transit Agency,
responses and, accordingly, we express no opinion on them.

This report, a public record by law, is intended solely for the information and use of the officials,
employees and constituents of Southwest lowa Planning Council, including Southwest Iowa
Transit Agency, and other parties to whom the Organization may report, including federal
awarding agencies and pass-through entities. This report is not intended to be and should not be
used by anyone other than these specified parties.

Persurdde | M, ol = a0 C

Atlantic, Iowa
October 15, 2007

-19 -



SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY

Schedule of Findings and Questioned Costs
Year ended June 30, 2007

Part I: Summary of the Independent Auditor’s Results

(a)
(b)

(©)
(d)

(e)

®

(2

(h)

An unqualified opinion was issued on the financial statements.

A significant deficiency in internal control over financial reporting was disclosed by the
audit of the financial statements.

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

A significant deficiency in internal control over the major programs was disclosed by the
audit of the financial statements.

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

The audit disclosed an audit finding which was required to be reported in accordance with
Office of Management and Budget Circular A-133, Section .510(a).

Major programs were as follows:

+ CFDA Number 20.509 - Non-Urban Assistance Projects
+ CFDA Number 20.500 - Capital Investment Assistance Project

The dollar threshold used to distinguish between Type A and Type B programs was
$300,000.

Southwest Iowa Planning Council, including Southwest lowa Transit Agency, did not
qualify as a low-risk auditee.
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Schedule of Findings and Questioned Costs

Year ended June 30, 2007

Part II: Findings Related to the Financial Statements:

INSTANCES OF NONCOMPLIANCE:

There were no instances of noncompliance noted for the year ended June 30, 2007.
SIGNIFICANT DEFICIENCIES:
07-11-A Segregation of Duties: A limited number of people have the primary responsibility for
most of the accounting and financial duties. As a result, some of those aspects of internal

accounting control which rely upon an adequate segregation of duties are, for all practical
purposes, missing in the Organization.

Recommendation: We recognize that it may not be economically feasible for the Organization to
employ additional personnel for the sole purpose of segregating duties, however, it is our
professional responsibility to bring this control deficiency to your attention. We recommend that
the Council be aware of the lack of segregation of duties and that they act as an oversight group
to the accounting personnel.

Response: The Council is aware of this lack of segregation of duties and will continue on an
ongoing basis to act as an oversight group. The Organization has also made some changes in its
procedures to separate the cash receipt and cash depositing/general ledger posting functions to
provide a better segregation of duties.

Conclusion: Response accepted.
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Schedule of Findings and Questioned Costs

Year ended June 30, 2007

Part III: Findings and Questioned Costs For Federal Awards:

INSTANCES OF NONCOMPLIANCE:
There were no instances of noncompliance noted for the year ended June 30, 2007.
SIGNIFICANT DEFICIENCIES:

CFDA Number 20.509 - Non-Urban Assistance Projects

Pass-through Numbers: 18-4027-130-07, 18-0028-130-06, TF 2007-027, TF 2007-028,
TF 2007-088, TF 2007-113, TF 2007-250, TF 2007-251

Federal Award Year: 2006 and 2007

U.S. Department of Transportation

Passed through the lowa Department of Transportation

CFDA Number 20.500 - Capital Investment Assistance Project
Pass-through Numbers: 04-0105-130-06

Federal Award Year: 2006 and 2007

U.S. Department of Transportation

Passed through the lowa Department of Transportation

07-1I1-A  Segregation of Duties over Federal Revenues and Expenditures - The Organization
did not properly segregate custody, record-keeping and reconciling functions for
revenues and expenditures, including those related to Federal programs. See audit
finding 07-1I-A.
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SOUTHWEST IOWA PLANNING COUNCIL
INCLUDING
SOUTHWEST IOWA TRANSIT AGENCY
Schedule of Findings and Questioned Costs

Year ended June 30, 2007

Part IV: Other Findings Related to Required Statutory Reporting:

07-1V-A

07-1V-B

07-1IV-C

07-1V-D

07-1V-E

07-1V-F

Questionable Expenditures - No expenditures that we believe may not meet the
requirements of public purpose as defined in an Attorney General’s opinion dated
April 25, 1979 were noted. -

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

Business Transactions - No business transactions between the Organization and
Organization officials or employees were noted.

Bond Coverage - Surety bond coverage of Organization officials and employees is in
accordance with statutory provisions. The amount of coverage should be reviewed
annually to insure that the coverage is adequate for current operations.

Board Minutes - No transactions requiring Board approval were noted which had not
been approved.

Deposits and Investments - No instances of non-compliance with the deposit and
investment provisions of Chapter 12B and 12C of the Code of lowa and the
Organization’s investment policy were noted.




