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Independent Auditor’'s Report

Members
Lake Improvement Commission
Storm Lake, lowa

We have audited the accompanying basic financial statements, as listed in the table of contents, of the
Lake Improvement Commission at June 30, 2007. These financial statements are the responsibility of the
Lake Improvement Commission’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

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. Those standards and provisions 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 audit provides a reasonable basis for our opinion.

As described in Note 1, these financial statements were prepared on the basis of cash receipts and
disbursements, which is a comprehensive basis of accounting other than accounting principles generally
accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the cash
basis financial position of the Lake Improvement Commission at June 30, 2007, and the changes in its
cash basis financial position for the year then ended in conformity with the basis of accounting described
in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated December 10,
2007 on our consideration of the Lake Improvement 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 read in
conjunction with this report in considering the results of our audit.

The accompanying Management's Discussion and Analysis on Pages 3 through 5 is not a required part of
the basic financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted primarily of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Moot - flansen

HOGAN - HANSEN

Mason City, lowa
December 10, 2007
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The Lake Improvement Commission (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, 2007. We encourage readers to consider this information in conjunction with the
Commission's financial statements, which follow.

FINANCIAL HIGHLIGHTS
The Commission's receipts increased approximately 68%, or $695,049, from fiscal 2006 to fiscal 2007.

The Commission's disbursements increased approximately 40%, or $255,255, from fiscal 2006 to fiscal
2007.

The Commission's net assets increased approximately 213%, or $824,728, from June 30, 2006 to June 30,
2007.

USING THIS ANNUAL REPORT

The Commission has elected to present its financial statements on a cash basis of accounting. The cash
basis of accounting is a basis of accounting other than accounting principles generally accepted in the
United States of America. Basis of accounting refers to when financial events are recorded, such as the
timing for recognizing revenue, expenses and the related assets and liabilities. Under the Commission’s
cash basis of accounting, revenue and expenses and the related assets and liabilities are recorded when
they result from cash transactions.

As a result of the use of this cash basis of accounting, certain assets and their related revenue and liabilities
and their related expenses are not recorded in these financial statements. Therefore, when reviewing the
financial information and discussion within this annual report, the reader should keep in mind the
limitations resulting from the use of the cash basis of accounting.

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

This discussion and analysis are intended to serve as an introduction to the Lake Improvement
Commission’s basic financial statements. The Commission is organized pursuant to the provisions of
Chapter 28E of the Code of lowa and is a component unit of the City of Storm Lake, lowa. This 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 Activities and Net Assets - Cash Basis presents information about the governmental
activities of the Commission as a whole and presents an overall view of the Commission’s finances.



» The Statement of Cash Receipts, Disbursements and Changes in Cash Balances presents information
on the Commission’s receipts and disbursements, and whether the Commission’s financial position has
improved or deteriorated as a result of the year’s activities.

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

The purpose of the Statement of Cash Receipts, Disbursements and Changes in Cash Balances is to present
the receipts received and the disbursements paid by the Commission. A summary of cash receipts,
disbursements and changes in cash balances for the years ended June 30, 2007 and 2006 is presented
below.

Cash Receipts, Disbursements and Changes in Cash Balances

2007 2006
Receipts
INterest N INVESEMENTS .........c.coevviivcveiieieececee e $ 37,369 $ 15,754
INtergovernmMeNtal............ccoooveiiiieiieie e 1,158,329 868,227
OBNBE e 514,787 131,455
Total RECEIPLS ...vvivviiiee e 1,710,485 1,015,436
Disbursements
EQUIpMENt OPErationS..........cccveiueeieeieecie e 213,575 192,637
EQUIPMENT FEPAITS. .....eeieieiicieieie e 84,536 191,431
INSUFANCE.....eeiiiiie ettt 18,128 21,273
COoNtraCtUAl SEIVICES. . .vviiiiivieie ettt 154,202 86,165
SUPPIIES e 29,316 28,817
Capital OULIAY..........coeiiiiiice 386,000 —
Debt Service
Principal payment ..., — 106,097
INTEreSt PAYMENT........oiiiiieiiie et — 4,082
Total Disbursements ... 885,757 630,502
Receipts Over DisbUursements..........cccccvevevieie e i 824,728 384,934
Cash Balance - Beginning of Year...........ccccoeveiveii e sicceenen, 386,960 2,026
Cash Balance - ENd of Year.......cccoccovvvieiviinseece e $ 1211688 $ 386,960

In fiscal year 2007, receipts increased $695,049, or 68%. The City saw an increase in the amount of grant
funding that led to this increase. In fiscal year 2007, disbursements increased by $255,255, or 40%. The
increase was primarily due to the purchase of equipment.



FINANCIAL ANALYSIS OF THE COMMISSION

Net assets serve as a useful indicator of financial position. The Commission’s cash balance increased from
a year ago. The analysis that follows focuses on the changes in cash balance.

Changes in Cash Basis Net Assets

2007 2006
Receipts
Program Receipts
Operating grants and contributions.............cccccevveveiiieieceenn, $ 1,673,116 $ 1,000,750
General Receipts
Unrestricted investments arnings..........cccocevverervesvereeseenens 37,369 14,686
1,710,485 1,015,436
Disbursements
General OPEratioNS.........ccvieeieririiere e e 885,757 630,502
Increase in Cash Basis Net ASSEtS........cccovvrrereneneninesenienns 824,728 384,934
Cash Basis Net Assets - Beginning of Year ........ccccccoocevveneennene. 386,960 2,026
Cash Basis Net Assets - End of Year.........ccocovvveiiiniinnnne, $ 1,211,688 $ 386,960

LONG-TERM DEBT

At June 30, 2007, the Commission had no outstanding debt.

ECONOMIC FACTORS

The current condition of the economy in the state continues to be a concern for Commission officials
because operations are contingent on the continued support from both the state and federal government.
Some of the realities that may potentially become challenges for the Commission to meet are:

» Equipment requires constant maintenance and upkeep.

» Increased fuel costs and operational costs associated with the new booster pump that is required in
order to dredge further distances away from the spoil site.

» Cash flow issues because of the dependence on contributions and timeliness of state and federal
assistance.

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. If you have questions about this report or need additional financial information, contact Lake
Improvement Commission, City of Storm Lake, lowa.



Basic Financial Statements




Statement of Activities and Net Assets - Cash Basis

At June 30, 2007

Program
Receipts Net Receipts
Operating and Changes
Contributions in Cash Basis
Disbursements and Grants Net Assets
Governmental activities .........cccovvvvvveeeeeen... $ 885,757 $ 1673116 $ 787,359
General Receipts
Unrestricted INtErest ON INVESIMENTS .....iiu ittt e e s e reenas 37,369
Change in Cash Basis Net ASSEtS ... 824,728
Cash Basis Net Assets - Beginning of Year ............cccccco 386,960
Cash Basis Net ASSEtS - ENA Of YEAI ..uuiieniiii et $ 1,211,688
Cash Basis Net Assets
UNTESIICIE <.ttt e e e et e e e e e e e e e e e e e e e e e e e e e $ 1,211,688

See accompanying notes to the financial statements. 6




Statement of Cash Receipts, Disbursements and Changes in Cash
Balances

Year Ended June 30, 2007

Receipts
Use of Money and Property
INTErEST ON INVESIMENTS ...u.iiie e e e e e e e e e sa e e saa e saaeeaaaeeeen $ 37,369
Intergovernmental
EPA - grant oo e ee 492,600
SEALE GIANTS. ... ettt e e et e e e s 535,000
Contribution - local QOVEINMENLS ........ccoiviiiiiii e e 130,729
1,158,329
Miscellaneous
Contribution - Lake Preservation ASSOCIAtION ........ovvuvieniieeiiieiiieeii e ee e eaeeeaees 500,000
(Of0] a1 1101011 o] a TR ] 1 (=] (P 14,787
514,787
TOLAl RECEIPTS ..ttt e e e e e e e e 1,710,485
Disbursements
EQUIPMENT OPEIAtiONS. .. .uuiiiiiiiiiiiiiiietie e 213,575
Lo U] o] g T=T 0 A £=] = =P 84,536
[ TSTU L= Lo = RN 18,128
(O00] 011 = (10 F= 1 IR =] A/ o Y 154,202
IS 0] 01 P 29,316
Capital OULIAY ... 386,000
Total DISHUISEMENTS ... 885,757
Net Change in Cash BalanCe...........uuuuuuiiiiiiiiiiii e 824,728
Fund Balance - Beginning Of YEar............uuuuuuuuiiuiiiiiiiiiiiiiiiiiiiiiiiieeeeeeeenenes 386,960
FUN BalanCe - ENG Of Y @A ...uue oo ettt $ 1,211,688

See accompanying notes to the financial statements. 7




Notes to the Financial Statements

(1) Summary of Significant Accounting Policies and Other Matters

Nature of Business

The Lake Improvement Commission (Commission) was formed in November, 2002, pursuant to the
provisions of Chapter 28E of the Code of lowa. The purpose of the Commission is to finance and effect a
continued dredging of Storm Lake so as to enhance the use of the lake for water recreation, to promote
fishing and to guarantee the continued existence of this natural water resource. The second purpose is to
identify and promote water quality/watershed projects to improve the water quality of the lake and
minimize the re-accumulation of silt.

Members of the Commission consist of the City of Storm Lake, lowa, the City of Lakeside, lowa, Buena
Vista County, lowa, and the Lake Preservation Association for Storm Lake, Inc. The Lake Improvement
Commission is financially dependent upon member contributions.

Reporting Entity

For financial purposes, the Lake Improvement Commission has included all funds, organizations,
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
Commission 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 Commission. The Commission has no
component units which meet the Governmental Accounting Standards Board criteria.

Basis of Presentation

The accounts of the Commission are organized as a governmental fund. Governmental fund activities are
supported by intergovernmental revenue and other operating grants. The Commission has a general
operating fund. All receipts are accounted for in this fund. From this fund are paid the general operating
disbursements, fixed charges and capital improvement costs. All net assets are considered unrestricted.

Basis of Accounting

The Lake Improvement Commission maintains its financial records on the basis of cash receipts and
disbursements and the financial statements of the Commission are prepared on that basis. The cash
basis of accounting does not give effect to accounts receivable, accounts payable and accrued items.
Accordingly, the financial statements do not present the financial position and results of operation of the
Commission in accordance with accounting principles generally accepted in the United States of America.

Budget Information
The Lake Improvement Commission is not legally required to adopt a budget.



Notes to the Financial Statements

(2) Deposits and Investments

The Commission’s deposits at June 30, 2007 were entirely covered by federal depository insurance or by
the State Sinking Fund in accordance with Chapter 12C of the Code of lowa. This chapter provides for
additional assessments against the depositories 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 depository 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.

The Commission had no investments meeting the disclosure requirements of GASB Statement No. 3, as
amended by Statement No. 40.

The Commission’s cash at June 30, 2007, consisting of cash in bank, totaled $1,211,688.

(3) Risk Management

According to the 28E Agreement, the Commission purchases and maintains general liability insurance
covering all operations and public officials’ liability insurance on behalf of its Board of Directors.

(4) Operating Lease Agreement

In April, 2003, the Commission entered into an operating lease agreement for the rental of real property.
The lease requires annual cash rent of $200/per acre for a period of six years. The Commission made a
lease payment of $7,438 during the year. Future required minimum lease payments are as follows:

Year Ending June 30,

(5) Line of Credit

The Commission has a $500,000 line of credit with a local bank through August 9, 2009. Payments are
due in annual installments of $100,000 including interest at 6.25%. The balance due at June 30, 2007 is
$0. There were no funds borrowed or interest paid during the year.

(6) Related Party Transactions

The Commission uses a dredge and associated equipment purchased by Buena Vista County. The
Commission does not pay for the use of these items. The estimated fair value of the use of the equipment
of $30,000 has been recorded as a receipt and disbursement in the statement of cash, receipts,
disbursements and changes in cash balances and on the statement of activities and net assets - cash
basis to recognize the estimated fair value of this noncash contribution.



HOGAN - HANSEN

A Professional Corporation

Certified Public Accountants and Consultants

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

Members
Lake Improvement Commission
Storm Lake, lowa

We have audited the accompanying financial statements of the Lake Improvement Commission as of and
for the year ended June 30, 2007, and have issued our report thereon dated December 10, 2007. Our
report expressed an ungualified opinion on the financial statements which were prepared in conformity
with the cash basis of accounting. 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 the Lake Improvement Commission’s internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing our opinion on the
effectiveness of the Lake Improvement Commission’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the Lake Improvement Commission’s
internal control over financial reporting.

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 Lake Improvement Commission’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 Lake Improvement Commission’s financial statements that is more than inconsequential will not be
prevented or detected by the Lake Improvement Commission’s internal control.

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 Lake Improvement Commission’s internal control.

200 North Adams, P.O. Box 1318, Mason City, IA 50402-1318 « (641) 423-0574 « FAX (641) 423-4163
Member of American Institute of CPAs - lowa Society of CPAs
Cedar Falls « Cedar Rapids « Mason City » Waterloo
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Members
Lake Improvement Commission
Page 2

Our consideration of 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 that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Commission’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, 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

The following comments involving statutory and other legal matters about the Commission'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 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.

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

B. Travel Expense - No disbursements of the Lake Improvement Commission money for travel
expenses of spouses of Commission officials or employees were noted.

C. Commission Minutes - No transactions were found that we believe should have been included in the
Commission minutes but were not.

D. Deposits and Investments - We noted no instances of noncompliance with the deposit and
investment provisions of Chapter 12B and 12C of the Code of lowa. The Commission’s deposits and
investments are held by the City of Storm Lake and included in the City’s depository resolution.

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

Lake Improvement Commission and is not intended to be and should not be used by anyone other than
these specified parties.

Hocun - fansen

HOGAN - HANSEN

Mason City, lowa
December 10, 2007
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