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INDEPENDENT AUDITOR’S REPORT

The Board of Trustees
Dubuque County Hospital
at Sunnycrest Manor
Board of Trustees
Dubuque, lowa

We have audited the accompanying balance sheet of Dubuque County Hospital at Sunnycrest Manor Board of
Trustees, as of June 30, 2007, and the related statements of revenues, expenses, and changes in net assets, and
cash flows for the eighteen months 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 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 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.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Dubuque County Hospital at Sunnycrest Manor Board of Trustees as of June 30, 2007, and the
changes in its financial position and its cash flows for the eighteen months then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated June 23, 2008, on our
consideration of Dubuque County Hospital at Sunnycrest Manor Board of Trustees’ internal control over
financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our audit.
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Management’s Discussion and Analysis on pages 4 and 5 and the Budgetary Comparison Information on pages 14
and 15 are not required parts of the basic financial statements but are supplementary information required by the
Governmental Accounting Standards Board. 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.

As disclosed in Note 2 to the financial statements, Dubugue County Hospital at Sunnycrest Manor Board of
Trustees adopted the accrual method of accounting for its activity, whereas it previously used the cash basis
method. The accrual method of accounting is in conformity with accounting principles generally accepted in the
United States of America and in our opinion the Trustees have provided reasonable justification for making this
change as required by those principles.

5‘«,0‘2/@ L7

Dubuque, lowa
June 23, 2008



DUBUQUE COUNTY HOSPITAL
AT SUNNYCREST MANOR
BOARD OF TRUSTEES

Management’s Discussion and Analysis

This section of Dubuque County Hospital at Sunnycrest Manor Board of Trustees’ annual financial report
presents background information and management’s analysis of the financial performance during the eighteen
months ended June 30, 2007. The Trustees had previously been audited on a calendar year. The last calendar year
audit was for the year ended December 31, 2005, and was presented on the cash basis of accounting. The
December 31, 2005 balance sheet amounts were audited on the accrual basis of accounting to enable the current
auditors to issue an opinion on the income statement. We encourage readers to read this analysis in conjunction
with the financial statements in this report.

Financial Highlights

e The Trustees’ total assets increased by $974,922 or 18%. A significant portion of this increase represents
an increase in capital equipment and buildings.

e The Trustees’ assets exceeded liabilities by $5,723,646 at June 30, 2007. Short-term debt ($29,855) was
paid in full during the period.

e During the period, the Trustees’ total operating revenues were $1,146,497, while the operating expenses
were $739,985. The Trustees had income from operations of $406,512, which is 35% of total operating
revenues.

e The Trustees made capital equipment and building improvements totaling $1,334,180 during the period.
The source of funding for these items was derived from operations. Capital equipment purchases included
resident beds, wheelchairs and safety equipment, floor care maintenance equipment, and computer
hardware. Building improvements included renovation of the 3" floor north wing and HVAC upgrades.

Overview of the Financial Statements

The basic financial statements of the Trustees report information using Governmental Accounting Standards
Board (GASB) accounting principles. These statements offer short-term and long-term information about its
activities.

The balance sheet provides information about the nature and amounts of the Trustees’ assets and liabilities. The
balance sheet at June 30, 2007, reports total assets of $6,641,282, total liabilities of $917,636 and net assets of
$5,723,646.

The statement of revenues, expenses, and changes in net assets provides information on the Trustees’ revenues
and expenses. This statement indicates total operating revenues of $1,146,497 and total operating expenses of
$739,985 during the eighteen months ended June 30, 2007. The operating income was $406,512 for the period.

There are notes to the financial statements included in the audit report. The reader is encouraged to examine these
notes for additional information.



Long-term Debt

At year-end, the Trustees had no debt.
Factors Bearing on Financial Future

The Trustees’ financial position continued to improve. The current condition of the economy continues to be a
concern for Trustee officials as changes in the local housing market may have an impact on future property values
and subsequent tax revenues. The Trustees have developed a 5 year plan for capital improvements that will
provide a guide for future revenue and expense planning. Some of the realities that might potentially become
challenges for the Trustees are as follows:

o Expenses will continue to increase as the costs of equipment and services change based on current
economic trends.

o Facilities require constant maintenance and upkeep.

e Technology continues to expand and current technology becomes outdated, presenting an on-going
challenge to maintain up-to-date technology at a reasonable cost

The Trustees anticipate the next fiscal year will be busier than the last. Planned projects include a three story
addition to the North Wing to house new generator/air handling equipment and upgrades to facility electrical and
HVAC systems. In addition to new projects, the maintenance of the existing buildings and grounds will require
ongoing preventative service costs. Administration will continue to maintain a close watch over resources to
maintain the Trustees’ ability to react to unknown issues.

Requests for Information

Questions regarding the information provided in this report or requests for additional financial information should
be addressed to Sunnycrest Manor Administrator at the following address:

Sunnycrest Manor
Attn: Cathy Hedley
2375 Roosevelt Road
Dubuque, 1A 52001



DUBUQUE COUNTY HOSPITAL
AT SUNNYCREST MANOR

BOARD OF TRUSTEES
BALANCE SHEET
JUNE 30, 2007

ASSETS

CURRENT ASSETS

Cash and cash equivalents - Note 3
Receivables:
Property tax:
Delinquent
Succeeding year
Rent
Prepaid expense

Total current assets

LAND, BUILDINGS, AND EQUIPMENT, net - Note 4

Total assets

LIABILITIES AND NET ASSETS

LIABILITIES

Accounts payable
Construction payable
Deferred revenue

Total liabilities

NET ASSETS
Unrestricted

Total liabilities and net assets

See notes to financial statements.

$ 704,848

6,582
796,940
4,875
4,500

1,517,745

5,123,537

$ 6641282

$ 9,720
109,976
797,940

917,636

5,723,646

$ 6,641,282



DUBUQUE COUNTY HOSPITAL
AT SUNNYCREST MANOR

BOARD OF TRUSTEES
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
EIGHTEEN MONTHS ENDED JUNE 30, 2007

OPERATING REVENUES
Property tax $ 1,115,913
Rental income - Note 5 8,550
Miscellaneous

22,034

TOTAL OPERATING REVENUES 1,146,497

OPERATING EXPENSES

Administration 18,817
Architect and engineer fees 16,135
Computer services 2,178
Information systems management 76,692
Depreciation 421,545
Insurance 26,741
Miscellaneous 1,708
Painting Services 31,421
Professional fees 2,975
Repairs and maintenance 108,617
Supplies and equipment 31,740
Training and seminars 1,416
TOTAL OPERATING EXPENSES 739,985
OPERATING INCOME 406,512

NONOPERATING REVENUES (EXPENSES)

Interest income 64,367
Grant revenue 500
Loss on disposal of equipment (11,409)
Interest expense (752)
NET NONOPERATING REVENUES 52,706
REVENUES IN EXCESS OF EXPENSES 459,218
NET ASSETS BEGINNING OF YEAR - as restated - Note 2 5,264,428
NET ASSETS END OF YEAR $ 5,723,646

See notes to financial statements. 7



DUBUQUE COUNTY HOSPITAL
AT SUNNYCREST MANOR

BOARD OF TRUSTEES
STATEMENT OF CASH FLOWS
EIGHTEEN MONTHS ENDED JUNE 30, 2007

OPERATING ACTIVITIES
Change in net assets

Adjustments to reconcile change in net assets to net cash from operating activities:

Depreciation

Loss on disposal of equipment
Changes in assets and liabilities:

Delinquent property taxes

Succeeding year property taxes

Interest receivable

Rent receivable

Prepaid expense

Accounts payable

Construction payables

Deferred revenue

NET CASH FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES
Purchases of improvements and equipment

FINANCING ACTIVITIES
Payments on long-term debt

NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for interest

See notes to financial statements.

$ 459,218

421,545
11,409

(6,582)
(469,557)
5,522
(2,250)
(4,500)
(25,133)
109,976
460,716

960,364

(1,334,180)

(29,855)
(403,671)

1,108,519

$ 704,848

s (2



DUBUQUE COUNTY HOSPITAL
AT SUNNYCREST MANOR

BOARD OF TRUSTEES
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization

The purpose of the Dubugue County Hospital at Sunnycrest Manor Board of Trustees (“the Board of Trustees”) is
to provide and maintain the buildings and equipment at Sunnycrest Manor. The Board of Trustees exists as a
governmental entity pursuant to Section 347.9 of the Code of lowa and continues to be responsible for the
physical facilities at Sunnycrest Manor. The facilities are leased to the Dubuque County Board of Supervisors
who use the property as a county care facility operated under lowa Code Section 347B.

The Board of Trustees’ financial statements are prepared in conformity with accounting principles generally
accepted in the United States of America as prescribed by the Governmental Accounting Standards Board.

Reporting Entity

For financial reporting purposes, the Board of Trustees has included all funds, organizations, agencies, boards,
commissions, and authorities. The Board of Trustees 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 Board of Trustees are such that exclusion would cause the Board of Trustees’ 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 Board of Trustees 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 Board of
Trustees.

The Dubuque County Hospital at Sunnycrest Manor Board of Trustees is a governmental taxing entity located in
Dubuque County, lowa. The Board of Trustees receives property taxes from Dubuque County. The Board of
Trustees is not a component of any other entity and no other agency has been included as a component unit in the
Board of Trustees’ financial statements.

Measurement Focus and Basis of Accounting

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in the
financial statements. Basis of accounting relates to the timing of the measurements made, regardless of the
measurement focus applied.

The Board of Trustees reports in accordance with accounting principles generally accepted in the United States of
America as specified by the American Institute of Certified Public Accountants” Audit and Accounting Guide for
Health Care Organizations and, as a governmental entity, also provides certain disclosures required by the
Governmental Accounting Standards Board (GASB). The accompanying financial statements have been prepared
on the accrual basis of accounting. Revenues are recognized when earned, and expenses are recorded when the
liability is incurred.

(continued on next page) 9



DUBUQUE COUNTY HOSPITAL
AT SUNNYCREST MANOR

BOARD OF TRUSTEES
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

In reporting its financial activity, the Board of Trustees applies all applicable GASB pronouncements for
proprietary funds as well as the following pronouncements issued on or before November 30, 1989, unless these
pronouncements conflict with or contradict GASB pronouncements: Financial Accounting Standards Board
Statements and Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins of the
Committee on Accounting Procedure.

Use of Estimates

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

Cash and Cash Equivalents
Cash and cash equivalents include highly liquid investments with original maturities of three months or less.
Property Tax Receivable

Property tax receivable is recognized on the levy or lien date, which is the date the tax asking is certified by the
County Board of Supervisors. Delinquent property taxes which represent unpaid taxes for the current and prior
years are recorded in other receivables. The succeeding year property tax receivable represents taxes certified by
the Board of Supervisors to be collected in the next fiscal year for the purposes set out in the budget for the next
fiscal year. By statute, the Board of Supervisors is required to certify the budget in March of each year for the
subsequent fiscal year. However, by statute, the tax asking and budget certification for the following fiscal year
becomes effective on the first day of that year. Although the succeeding year property tax receivable has been
recorded, the related revenue is deferred and will not be recognized as revenue until the year for which it is levied.

Land, Buildings, and Equipment

Land, buildings, and equipment acquisitions in excess of $5,000 are capitalized and recorded at cost. Land,
buildings, and equipment donated for the Board of Trustees’ operations are recorded as additions to net assets at
fair value at the date of receipt. Depreciation is provided over the estimated useful life of each class of depreciable
asset and is computed using the straight-line method. The estimated useful lives of land, buildings, and equipment
are as follows:

Land improvements 5-25 years
Buildings and improvements 5-50 years
Equipment 3-20 years

(continued on next page) 10



DUBUQUE COUNTY HOSPITAL
AT SUNNYCREST MANOR

BOARD OF TRUSTEES
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Deferred Revenue

Although certain revenues are measurable, they are not available. Available means collected within the current
period or expected to be collected soon enough thereafter to be used to pay liabilities of the current period.
Deferred revenue represents the amount of assets that have been recognized, but the related revenue has not been
recognized since the assets are not collected within the current period or expected to be collected soon enough
thereafter to be used to pay liabilities of the current period. Deferred revenue consists of the succeeding year
property tax receivable.

Operating Revenues and Expenses

The Trustees’ statement of revenues, expenses, and changes in net assets distinguishes between operating and
nonoperating revenues and expenses. Operating revenues result from exchange and non-exchange transactions
associated with collecting property taxes, rental income and other miscellaneous income. Operating expenses are
all expenses incurred to maintain the physical facilities at Sunnycrest Manor. Grant income, interest income and
expense, and loss on disposal of equipment are reported as nonoperating revenues and expenses.

Investment Income
Interest on cash and deposits is included in nonoperating revenues and expenses.
Other Significant Accounting Policies

Other significant accounting policies are set forth in the financial statements and the notes thereto.

NOTE 2 - NET ASSETS - RESTATED

Net assets have been restated as of January 1, 2006, to reflect the election to record activity using the accrual
method of accounting in accordance with U.S. generally accepted accounting principles. Prior to 2006, Dubuque
County Hospital at Sunnycrest Manor Board of Trustees reported financial activity on the cash basis of
accounting, which is a comprehensive basis of accounting other than U.S. generally accepted accounting
principles. The net effect on net assets at January 1, 2006 was an increase of $4,155,934.

NOTE 3 - CASH AND CASH EQUIVALENTS

The Board of Trustees’ deposits in banks 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 insure there will be no loss of public funds.

The Board of Trustees are 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
investment companies; certain joint investment trusts, and warrants or improvement certificates of a drainage
district.

(continued on next page) 11



DUBUQUE COUNTY HOSPITAL
AT SUNNYCREST MANOR

BOARD OF TRUSTEES
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

At June 30, 2007, the Board of Trustees’ carrying amounts of cash and deposits consist of checking and savings
accounts and are reported on the balance sheet as cash and cash equivalents.

Interest rate risk is the exposure to fair value losses resulting from rising interest rates. The primary objectives, in

order of priority, of all investment activities involving the financial assets of the Board of Trustees are:

1. Safety: Safety and preservation of principal in the overall portfolio.

2. Liquidity: Maintaining the necessary liquidity to match expected liabilities.

3. Return: Obtaining a reasonable return.

The Board of Trustees attempts to limit its interest rate risk while investing within the guidelines of its investment

policy and Chapter 12C of the Code of lowa.

NOTE 4 - LAND, BUILDINGS, AND EQUIPMENT

Summaries of land, buildings, and equipment at June 30, 2007, are as follows:

December 31, 2005

June 30, 2007

Balance Additions  Deductions Balance
Land, buildings, and equipment
Land $ 6,000 $ - $ - $ 6,000
Building 6,288,999 11,904 - 6,300,903
Fixed equipment 1,747,217 83,498 (57,013) 1,773,702
Vehicles 60,008 - - 60,008
Construction in progress 10,205 1,238,778 - 1,248,983
Total $ 8,112,429 $1,334,180 $ (57,013) $ 9,389,596
Accumulated depreciation
Building $ 2,704,757 $ 274,166 $ - $ 2,978,923
Fixed equipment 1,134,290 138,442 (45,604) 1,227,128
Vehicles 51,071 8,937 - 60,008
Total 3,890,118 $ 421545 $ (45,604) 4,266,059
Land, buildings, and
equipment, net $ 4,222,311 $ 5,123,537

(continued on next page)
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DUBUQUE COUNTY HOSPITAL
AT SUNNYCREST MANOR

BOARD OF TRUSTEES
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Construction in progress at June 30, 2007, consists mainly of costs incurred to date for architectural and
construction fees related to the 3 floor remodeling project. The total cost of completing the remodel is estimated
at approximately $1,500,000. The project was substantially completed by April 2008. The Trustees are using
current assets to fund the project.

NOTE 5- RELATED PARTY TRANSACTIONS

A lease agreement was executed on January 29, 2001, for Dubuque County to lease the following property from
Dubugue County Hospital Board of Trustees:

Lot 3 of the Subdivision of Mineral Lot 306 in the City of Dubuque, Dubugue County, lowa, upon which
certain health care facilities and buildings presently exist.

The term of the lease is 10 years in which rent of $10 is due at the beginning of each year. The lease will
automatically renew until terminated by giving six months notice by either party to the other.

NOTE 6 - RISK MANAGEMENT

Dubuque County Hospital at Sunnycrest Manor Board of Trustees, is exposed to various risks of loss related to
torts; theft of, damage to, and destruction of assets; errors and omissions; and natural disasters. These risks are

covered by commercial insurance purchased from independent third parties. The Trustees assume liability for any
deductibles and claims in excess of coverage limitations.

13



DUBUQUE COUNTY HOSPITAL AT SUNNYCREST MANOR BOARD OF

TRUSTEES

BUDGETARY COMPARISON SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN

NET ASSETS - BUDGET AND ACTUAL (CASH BASIS)
YEAR ENDED JUNE 30, 2007

Estimated amount to be
raised by taxation

Estimated other
revenues/receipts

Expenses/disbursements

Net

Balance beginning of year

Balance end of year

Actual Variance
Cash Basis Budget Favorable
$ 778926 $ 750,169 $ 28,757

74,597 50,450 24,147

853,523 800,619 52,904

1,415,584 1,772,042 356,458

(562,061) (971,423) $ 409,362

1,266,909 1,146,423
$ 704848 $ 175,000

14



DUBUQUE COUNTY HOSPITAL AT SUNNYCREST MANOR BOARD OF

TRUSTEES
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION - BUDGETARY REPORTING
YEAR ENDED JUNE 30, 2007

This budgetary comparison is presented as Required Supplementary Information in accordance with
Governmental Accounting Standards Board Statement No. 41 for governments with significant budgetary
prospective differences resulting from the Trustee’s preparing a budget on the cash basis of accounting.

The Board of Trustees annually prepares and adopts a budget designating the amount necessary for the
improvement and maintenance of Sunnycrest Manor on the cash basis following required public notice and
hearing in accordance with Chapters 24 and 347 of the Code of lowa. The Board of Trustees certifies the
approved budget to the appropriate county auditors. The budget may be amended during the year utilizing similar
statutorily prescribed procedures. Formal and legal budgetary control is based on total expenditures. The budget
was not amended during the year ended June 30, 2007.

For the year ended June 30, 2007, the Trustee’s expenditures did not exceed the amount budgeted.

15
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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

The Board of Trustees
Dubugque County Hospital
at Sunnycrest Manor
Dubuque, lowa

We have audited the accompanying balance sheets of Dubuque County Hospital at Sunnycrest Manor Board of
Trustees, as of June 30, 2007 and December 31, 2005, and the related statements of revenues, expenses, and
changes in net assets, and cash flows for the eighteen months ended June 30, 2007, and have issued our report
thereon dated June 23, 2008. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Board of Trustees’ 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 opinions on the effectiveness of the Board of
Trustees’ internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness
of the Board of Trustees’ 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 a
certain deficiency in internal control over financial reporting that we consider to be a significant deficiency and a
material weakness.

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
Board of Trustees’ 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 Board of Trustees’ financial statements that is more than inconsequential
will not be prevented or detected by the Board of Trustees’ internal control. We consider the deficiency in internal
control described in Part I of the accompanying Schedule of Findings to be a significant deficiency in internal
control over financial reporting.

PEOPLE. PRINCIPLES. POSSIBILITIES. 16
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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 Board of Trustees’ 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 and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. However, the significant deficiency described in Part | of the
accompanying Schedule of Findings, we believe is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the financial statements of Dubuque County Hospital at
Sunnycrest Manor Board of Trustees, 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. However, we noted certain immaterial instances of
noncompliance or other matters that are described in Part Il of the accompanying Schedule of Findings.

Comments involving statutory and other legal matters about the Board of Trustees’ 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 Board of Trustees. 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.

The Board of Trustees’ responses to findings identified in our audit are described in the accompanying Schedule
of Findings. While we have expressed our conclusions on the Board of Trustees’ responses, we did not audit the
Board of Trustees’ responses, and accordingly, we express no opinion on them.

We also noted a certain additional matter that we reported to management of Dubuque County Hospital at
Sunnycrest Manor Board of Trustees, in a separate letter dated June 23, 2008.

This report, a public record by law, is intended solely for the information and use of the officials, employees, and
constituents of Dubuque County Hospital at Sunnycrest Manor Board of Trustees, and other parties to whom
Dubuque County Hospital at Sunnycrest Manor Board of Trustees, may report. This report is not intended to be
and should not be used by anyone other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of Dubuque

County Hospital at Sunnycrest Manor Board of Trustees, during the course of our audit. Should you have any
guestions concerning any of the above matters, we shall be pleased to discuss them with you at your convenience.

@M L7

Dubuque, lowa
June 23, 2008

17



DUBUQUE COUNTY HOSPITAL
AT SUNNYCREST MANOR

BOARD OF TRUSTEES
SCHEDULE OF FINDINGS
EIGHTEEN MONTHS ENDED JUNE 30, 2007

Part I: Findings Related to the Financial Statements:

SIGNIFICANT DEFICIENCY /MATERIAL WEAKNESS:

I-A-07

Preparation of Financial Statements — Management is responsible for establishing and
maintaining internal controls over financial reporting and procedures related to the fair
presentation of the financial statements in accordance with U.S. generally accepted accounting
principles (GAAP). We assessed whether the Organization has the controls to conclude that the
financial statements and related disclosures are complete and fairly presented in accordance with
GAAP. We noted deficiencies in the Organization’s internal controls over financial reporting and
procedures related to the preparation of the financial statements and related notes. As a result,
management requested us to draft the financial statements and accompanying notes to the
financial statements. This circumstance is not unusual in an organization of your size.

Recommendation — We realize that obtaining the expertise necessary to prepare the financial
statements, including all necessary disclosures, in accordance with GAAP can be considered
costly and ineffective. However, it is the responsibility of management and those charged with
governance to make the decision whether to accept the degree of risk associated with this
condition because of cost or other considerations.

Response — Management feels that committing the resources necessary to remain current on
GAAP and GASB reporting requirements and corresponding footnote disclosures would lack
benefit in relation to the cost, but will continue evaluating on a going forward basis.

Conclusion — Response accepted.
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DUBUQUE COUNTY HOSPITAL
AT SUNNYCREST MANOR

BOARD OF TRUSTEES
SCHEDULE OF FINDINGS
EIGHTEEN MONTHS ENDED JUNE 30, 2007

Part I1: Other Findings Related to Required Statutory Reporting:

11-A-07

11-B-07

11-C-07

11-D-07

11-E-07

11-F-07

11-G-07

Certified Budget — Disbursements during the year ended June 30, 2007, did not exceed the
amount budgeted.

Questionable Expenditures — We noted no expenditures that we believe would be in conflict with
the requirements of public purpose as defined in an Attorney General’s opinion dated April 25,
1979.

Travel Expense — No expenditures of Board of Trustees' money for travel expenses of spouses of
Board of Trustees' officials were noted.

Business Transactions — We noted no business transactions between the Board of Trustees' and
officials.

Board Minutes — No transactions were found that we believe should have been approved in the
Board minutes but were not.

Deposits — Chapter 12C.2 of the Code of lowa requires the approval of a depository resolution.
The depository resolution shall name each approved depository and specify the maximum amount
that may be kept on deposit at each depository. Currently, the Board of Trustees has no formal
depository resolution.

Recommendation — The Board of Trustees should approve a formal depository resolution.

Response — The Board of Trustees will adopt a formal depository resolution.
Conclusion — Response accepted.

Deposits — Chapter 12C.16 of the Code of lowa requires public funds deposited in a credit union
be secured by a letter of credit in an amount at least 110% of the uninsured amount. At times
during the eighteen month period of audit, the Board of Trustees' credit union deposits exceeded
the coverage provided by NCUA insurance and the letters of credits held.

Recommendation — We recommend the letter of credits be reviewed monthly to insure there is
sufficient coverage not only for the deposits currently on hand, but also for any significant
deposits expected in the month to follow.

Response — Management will review the balances monthly to insure that coverage is sufficient.

Conclusion — Response accepted.

19



DUBUQUE COUNTY HOSPITAL
AT SUNNYCREST MANOR

BOARD OF TRUSTEES
SCHEDULE OF FINDINGS
EIGHTEEN MONTHS ENDED JUNE 30, 2007

Part I1: Other Findings Related to Required Statutory Reporting (continued):

11-H-07

11-1-07

11-J-07

Disposal of Personal Property — Chapter 347.30 of the Code of lowa requires public notice before
the sale of any personal property. The Board of Trustees did not publish notice of personal
property auctions held during the period under audit.

Recommendation — We recommend notices of any personal property sales be published according
to Chapter 347.30 in the future.

Response — Personal property sales will be published according to Chapter 347.30.
Conclusion — Response accepted.

Publication of Claims — Chapter 347.13 requires the publication of the schedule of bills quarterly.
No publication of bills was performed during the period under audit.

Recommendation — We recommend the Board of Trustees' comply with Chapter 347.13 of the
Code of lowa.

Response — A schedule of bills will be published quarterly to comply with Chapter 347.13.
Conclusion — Response accepted.
IRS Form 1099 Filing — The Internal Revenue Service requires the filing of form 1099 for certain

payments made to an individual, partnership, or estate. This would include payments to
independent contractors.

Recommendation — We recommend the Board of Trustees review the 1009 filing instructions to
help identify any activity that would require the filing of an annual form 1099.

Response — The Trustees will review the instructions for filing a form 1099 and review monthly
payments to identify amounts that require reporting.

Conclusion — Response accepted.
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