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8 COMPANYPC Certified FPublic Accountants

Certified Public Accountants
INDEPENDENT AUDITORS' REPORT

Board of Trustees
lowa Lakes Community College
Estherville, lowa

We have audited the accompanying financial statements, listed as exhibits in the table of contents of this report, of lowa
Lakes Community College, Estherville, lowa, as of and for the year ended June 30, 2007. These financial statements are the
responsibility of the Community College's management. Our responsibility is to express an opinion on these financial
statements based on our audit

We conducted our audit in accordance with U.S. generally accepted auditing standards and the standards applicable o
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 respective financial
position of lowa Lakes Community College at June 30, 2007, and the respective changes in financial position and cash flows,
where applicable, for the year then ended in conformity with U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued our report dated January 16, 2008, on our
consideration of lowa Lakes Community College’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 reportis an integral part of an
audit performed in accordance with Government Auditing Standards and should be considered in assessing the results of our

audit.

Management's Discussion and Analysis and budgetary comparison information on pages 3 through 8 and 25 through 26 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 inquires 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.

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise lowa
Lakes Community College’s basic financial statements. We previously audited, in accordance with the standards referred to
in the second paragraph of this report, the financial statements for the three years ended June 30, 2007 (none of which are
presented herein) and expressed unqualified opinions on those financial statements. Other supplemental information included
in Schedules 1 through 13, 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 audit 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.

M/%ngﬂff%, pc

Certified Public Accountants

Spencer, lowa
January 18, 2008

203 North Grand Avenue P.O. Box 908 Spencenr, lowa 51301 -0908
712-2682-1500 .+AX 712-262-2920



MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2007

This section of lowa Lakes Community College’s annual financial report presents a discussion and analysis of the
financial performance of the college during the fiscal year ended June 30, 2007, with comparative information
presented for the fiscal year ended June 30, 2008. This discussion has been prepared by management along with
the financial statements and related note disclosures and should be read in conjunction with the financial statement
and notes. The financial statements, notes, and this discussion are the responsibility of management.

USING THE ANNUAL REPORT
The annual report consists of a series of financial statements and other information, as follows:

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

The Basic Financial Statements consist of a statement of net assets, a statement of revenues, expenses, and
changes in net assets and a statement of cash flows. These provide information about the activities of the
College as a whole and present an overall view of the College’s finances.

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

Required Supplementary Information further explains and supports the financial statements with a comparison
of the College’s budget for the year.

Other Supplementary Information provides detailed information about the individual funds. In addition, the
Schedule of Expenditures of Federal Awards provides details of various programs benefiting the College.

REPORTING THE COLLEGE’S FINANCIAL ACTIVITIES

The Statement of Net Assets

The Statement of Net Assets presents the financial position of the college at the end of the fiscal year and includes all
assets and liabilities of the college. The difference between total assets and total liabilities — net assets — is an indicator
of the current financial condition of the college. Assets and liabilities are generally measured using current values. One
notable exception is capital assets, which are stated at historic cost less allowance for depreciation.

Net assets are divided into three major categories, The first category, invested in capital assets, net of related debf,
provides the college’s equity in property, plant and equipment owned by the college. The next asset category is
restricted net assets, which is divided into two categories, nonexpendable and expendable. The corpus of
nonexpendable restricted resources is only avaitable for investment purposes. Expendable restricted net assets are
available for expenditures by the college but must be spent for purposes as determined by donors and/or external
entities that have placed time or purpose restrictions on the use of the assets. The final category is unrestricted net
assets. Unrestricted net assets are available to the institution for any lawful purpose of the institution.



Net Assets
June 30, 2007 June 30, 2006
Current and Other Assets $ 12,958,231 $ 13,369,252
Capital Assets, Net of Accumulated Depreciation 32,802,671 31,877,320
Total Assets 45,760,902 45,246,572
Current Liabilities 9,895,020 9,638,916
Non-current Liabilities ‘ 8,236,488 9,712,164
Total Liabilities 18,131,508 19,351,080
Net Assets:
Invested in Capital Assets, Net of Related Debt 20,351,986 19,081,528
Restricted
Non-Expendable 2,997,292 2,874,206
Expendable 2,244 986 1,536,582
Unrestricted 2,035,130 2,403,176
Total Net Assets $ 27,629,394 $ 25,895,492

Current assets decreased by $400,000. The two biggest changes occurred in the Cash and Pooled
investments, which decreased by $1M and lowa School Cash Anticipation Program (ISCAP) increased
by $1.5M. The receivables decreased by $643,000, Due from Other Governments decreased by
$330,000, Pooled Investments decreased by $1.2M, Endowment Investments increased $863,000, and
Deferred Compensation decreased $11,700.

Capital assets, net of accumulated depreciation increased $925,000 with some major changes in
categories: Construction in Progress decreased $1.1M, Buildings increased $2M, Furniture and
Equipment increased $740,000 and Accumulated Depreciation increased $1.2M.

Total assets increased $514,000.

Current liabilities increased $256,000, with an increase in the ISCAP of $1.5M and an increase in
Deposits Held in Custody for Others of $375,000, and most of the other categories decreasing. Some of
the decreases are: Accounts Payable of $287,000, Deferred Revenue: Property Taxes of $333,000 and
Other of $651,000, Early Retirement of $239,000, Due to Others of $102,000, and Bonds and Other
Long-Term Debt of $25,000. )

The non-current liabilities had a decrease of $1.5M with all categories decreasing. The following
categories showed decrease: Certificates Payable of $715,000, Early Retirement Payable of $26,000
and Bonds and Other Long- Term Debt of $735,000. There was no issuance of long-term debt during
the fiscal year

The change in Total Net Assets for the year was an increase of $1.7M. The major changes were: a
decrease in Unrestricted Funds of $368,000 and an increase in Invested in Capital Assets of $1.3M and
an increase in Other Expendable of $629,000.



The Statement of Revenues, Expenses, and Changes in Net Assets

T

The Statement of Revenues, Expenses, and Changes in Net Assets present the operating resulis of the college, as well

as the non-operating revenues and expenses. Annual state general aid appropriations, while budgeted for operations,

are considered non-operating revenues according to generally accepted accounting principles.

Changes in Net Assets

Operating Revenues:
Tuition and Fees, net of scholarship allowances
Federal Appropriations
lowa Industrial New Jobs Training Program
Gifts & Grants
Auxiliary Enterprises Revenue, net of scholarships
Miscellaneous
Total Operating Revenues

Total Operating Expenses
Operating Loss

Non-Operating Revenues (Expenses)

State Appropriations
Property Taxes
Interest Income from Investments
Interest Income from Student Loans
Gain/(Loss) on Sale of Capital Assets
Interest on Indebtedness

Net Non-Operating Revenues

Increase in Net Assets
Net assets Beginning of Year
Net Assets Ending of Year

Year Ended
June 30, 2007

Year Ended
June 30, 2006

5,869,187 § 5,420,598

5,061,563 5,229,530
609,046 1,386,733
1,100,389 683,558
4,729,391 4,689,581
2,368,416 2,076,004 -
19,737,992 19,486,004
30,797,602 30,290,793
(11,059,610) (10,804,789)
9,452,329 8,866,106
3,206,033 2,716,060
643,067 478,430
59 1,051
(14,068) 4,619
(493,908) (550,979)
12,793,512 11,515,287
1,733,902 710,498
25,895,492 25,184,994

27,629,394 $ 25,895,492

The increase in net assets for FY 07 was $1.7M compared to $710,000 for the previous year.

Revenues

There was virtually no change in Operating revenues from the previous year, but there were changes in the
various categories: Tuition and Fees increased by $449,000, Gifts and Grants increased by $416,000,
Miscellaneous increased by $292,000, Federal Appropriations decreased by $168,000, lowa Industrial New

Jobs Training Program decreased by $778,000.

Expenses

Operating expenses increased by $507,000 from the previous year which is an increase of 1.67% from the
previous year. This compares 1o an increase of 6.538% from FY 05 to FY 06.
The college’s functional areas include Liberal Arts and Sciences, Vocational Technical, Adult Education,
Gooperative Services, General Administration, Student Services, Learning Resources, Physical Plant and
General Institutional. The college’s utilization of funds by functional area demonstrates its financial
commitment to its basic mission and defines the scope of instructional programs and support services.
These functional area expenses decreased by less than one-half percent from the previous year compared

{o an increase of 5.260% for FY 06 from FY 05.
-5-
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Operating Expenses

Year Ended Year Ended
June 30, 2007 June 30, 2006

Education and Support:

Liberal Arts and Sciences $ 5,800,121 $ 5,513,804
Vocational Technical 3,716,615 3,410,038
Adult Education 754,809 783,593
Cooperative Services 1,378,367 2,317,581
General Administration 1,775,809 2,263,658
Student Services 1,354,350 1,303,492
Learning Resources 1,344,388 996,687
Physical Plant 1,944,551 1,695,075
General Institution 5,974,366 5,867,254
Sub-total 24,043,376 24,151,182
Auxiliary Enterprises 5,096,052 4,487,173
Scholarships and Grants 418,737 392,578
Administrative and Collection Costs 1,234 3,388
Depreciation Expense 1,238,203 1,256,472
Total $ 30,797,602 $ 30,290,793

Non-Operating Revenues (Expenses)

* The revenue in this category increased by $1.3M from the previous year. State appropriations and property
tax increased 9.4%. The state legislature gave lowa Community Colleges an increase of $10M, which was
similar to the increase in FY 06. Interest Income from Investments increased over 34% from the previous
year due to the increase in the rate of return on investments.

The Statement of Cash Flows

The Statement of Cash Flows provides information about cash receipts and cash payments during the year. This
staterment also assists users in assessing the college’s ability to generate net cash flows, its ability to meet its obligations
as they come due, and its need for external financing.

Cash Flows

Year Ended Year Ended
June 30, 2007 June 30, 2006

Cash and Pooled Investments Provided (Used) by:
Operating Activities:

Revenues $ 19,189,650 $ 20,491,007
Expenditures 30,390,362 28,274,638

Net Operating Activities (11,200,712) (7,783,631)
Non-Capital Financing Activities 12,705,816 11,467,067
Capital and Related Financing Activities (3,076,982) (1,160,376)
Investing Activities 539,230 415,108

Net Increase/(Decrease) in Cash and Pooled Investments (1,032,648) 2,938,168
Cash and Pooled Investments at Beginning of Year 6,752,280 3,814,112
Cash and Pooled Investments at End of Year $ 5,719,632 $ 6,752,280




o There was a change in Net Cash (Used) by Operating Activities in the amount of $3.4M., expenses over
revenue, which compares to an increase of $251,000 in revenues over expenses for the previous year.
Operating revenues were down $1.3M from the previous year. About half of this amount came from the fact
that our Auxiliary Enterprises expensed part of the construction of the resident halls in Estherville and
Spencer. There was a drop in revenues in the amount of $2M from lowa Industrial New Jobs Training
Programs. This decrease is cyclical in nature, dependent upon the issuance of bonds for the programs.
Expenses increased $1.3M, with payments {o employees increasing $571,000 and payment fo suppliers
increasing $1.4M.

There was an increase in Cash Flows from Non-Capital Financing Activities in the amount of $1 2M. State
appropriations increased $586,000 and property taxes increased $490,000. There were major changes in
both the receipts and disbursements in the Miscellaneous Agency Funds due to lowa Lakes being the
treasurer of our computer consortium — ACCES, Inc.

There was a major reduction Cash Flows from Capital and Related Financing Activities from the previous
year. During the previous fiscal year we borrowed $2.7M and there was none during FY 07. There was
also a reduction in the purchase of capital assets in the amount of $948,000 from the previous year.

There was not a significant change in the total of Cash Flows from Investing Activities but there was some
activity which off-set each other. We received $1.5M from ISCAP and these funds were invested, which
neither occurred during the previous year. Proceeds from sales of investments and purchase of
investments were similar to the previous year. We did receive $95,000 more in investment income from the

previous year.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2007, the College had approximately $40.3M invested in capital assets, without applying an
accumulated depreciation of approximately $13.9M The net of depreciation value is an increase of 2.2% or
$560,000 from a year ago. Depreciation charges totaled $1,238,204 for fiscal year 2007. Details of capital assets

are shown below:

Capital Assets, Net, at Year-End

June 30, 2007 June 30, 2006

Land $1,405,941 $1,405,941
Buildings 20,722,933 19,456,997
Other Structures and Improvements 2,244,386 2,266,469
Furniture and Equipment 1,858,228 1,448,521
Consfruction in Progress 100,133 1,193,235

Total Capital Assets $ 26,331,621 $ 25,771,163

The financial reports presented in the Management’s Discussion and Analysis show some significant changes from
ayear ago. The only borrowing that was done was that of ISCAP and there was associated investment of those
funds. ISCAP proceeds are to be used in time of cash flow needs, which for lowa Lakes would be in the months of
July and August when we have significant expenses with little revenues. Construction was completed on the four
resident halls in Estherville and Spencer. Construction was started on the addition to our Wind Energy Building in
June. More detailed information about the college’s capital assets is presented in Note 6 to the financial

statements.



Rk

Long-Term Debt

At June 30, 2007, the College had $9.6‘M in debt outstanding. The table below summarizes debt balance for two
fiscal years by category.

Outstanding Debt

Year Ended Year Ended
June 30, 2007 June 30, 2006
Certificate Payable $ 3,710,000 $ 4,450,000
Bonds & Capifal Loan Notes Payable 5,890,000 6,600,000
ISCAP Warrants ’ 1,528,000 -
" Total $ 11,128,000 $ 11,050,000

More detailed information about the College’s outstanding debt is presented in Notes 4 and 9 to the financial statements.
ECONOMIC FACTORS

lowa Lakes Community College continues to be in a stable financial position. Our unrestricted net assets decreased
$368,000 during the year, going from $2.4M on June 30, 2006 to $2.0M on June 30, 2007. This compares to the
balance of $1.2M on June 30, 2005, We anticipate that this balance should be constant in future years. Other
financial situations are closely aligned with that of the financial condition of the State of lowa. Listed below are some
challenges which we will face:

s Receipts from State Aid have been very beneficial to the community college in lowa, for the past several
years. For three years, beginning in FY 06 we received increases of $9.8M, $10M and $12 4M. These
increases compare to the $4M, which was appropriated for FY 05. We are very pleased that our legislators
were able to increase state general aid in these amounts. lowa Lakes share is a little less than 5% of the
fotal appropriated or close to $468,000. In addition to the state general aid increase the 15 community
colleges also received $2M infrastructure funding. lowa Lake’s share of this was $102,000 in FY 07.

s Facilities will require constant maintenance and upkeep.

e On July 1, 2006 a new president was on duty full-time. The major emphasis is that of increasing our
enroliment.

CONTACTING THE COLLEGE’S FINANCIAL MANAGEMENT

This financial report is designed to provide our customers, taxpayers in the community college district and our creditors
with a general overview of the College’s finances and to demonstrate the College’s accountability for the resources it
receives. If you have questions about the report or need additional financial information, contact lowa Lakes Community
College, 19" South 7" Street, Estherville, IA 51334,



IOWA LAKES COMMUNITY COLLEGE
STATEMENT OF NET ASSETS
JUNE 30, 2007

ASSETS

Current Assets

Cash and Investments:

Cash and Pooled Investments

ISCAP Investments - Restricted
Receivables:

Due from Others, net of Allowance for Uncollectible

Accounts of $410,500

Accrued Interest

Property Tax - Succeeding Year

Nursing Loans

lowa Industrial New Jobs Training Program
Due From Other Governments
Inventories
Prepaid Expenses

Total Current Assets

Noncurrent Assets

Pooled Investments

Endowment Investments

Deferred Compensation

Capital Assets
Land
Construction in Progress
Buildings
Other Structures and Improvements
Furniture and Equipment
Accumulated Depreciation

Total Noncurrent Assets

TOTAL ASSETS

5,719,632
1,525,586

1,675,253
67,479
2,883,000
7,482
182,374
251,934
513,232
132,259

12,958,231

4,359,565
2,029,582
81,903

1,405,941
100,133
30,580,959
3,164,070
5,006,298

(13,925,780)
__ 32,802,671

$ 45,760,902

-



IOWA LAKES COMMUNITY COLLEGE
STATEMENT OF NET ASSETS
JUNE 30, 2007

)

LIABILITIES

Current Liabilities

Accounts Payable

Salaries and Benefits Payable

Deferred Compensation

Accrued Interest

ISCAP Warrants Payable

Deferred Revenue:
Succeeding Year Property Tax
Other

Early Retirement Payable

Deposits Held in Custody for Others

Due to Others

Certificates Payable

Bonds and Other Long-Term Debt

Total Current Liabilities

Noncurrent Liabilities
Early Retirement Payable
Ceriificates Payable
Bonds and Other Long-Term Debt

Total Noncurrent Liabilities

TOTAL LIABILITIES

NET ASSETS

Invested in Capital Assets, Net of Related Debt
Restricted:
Nonexpendable:
Endowment
Expendable:
Scholarships
Loans
Debt Service
Cash Reserve
Other
Unrestricted

TOTAL NET ASSETS

$ 572,985
590,059
81,903

41,133
1,528,000

2,883,000
942,391
20,088
973,242
812,219
715,000
735,000

9,895,020

86,488
2,995,000

5,155,000
__ 8236488

18,131,508

20,351,986

2,997,292

1,073,620
16,889
155,148
286,030
713,299

2,035,130

$ 27,629,394

See Accompanying Notes to Financial Statements

-10-

EXHIBIT A



This page intentionally left blank

s



EXHIBIT B
= IOWA LAKES COMMUNITY COLLEGE
L STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
' YEAR ENDED JUNE 30, 2007

» REVENUES
— Operating Revenues:
Tuition and Fees, net of scholarship allowances

of $ 2,760,783 $ 5,869,187
Federal Appropriations 5,061,563
lowa Industrial New Jobs Training Program 609,046
Gifts and Grants 1,100,389
Auxiliary Enterprises Revenue, net of scholarship
allowances of $726,146 4,729,391
Miscellaneous 2,368,416
: Total Operating Revenues 19,737,992
' EXPENSES

Operating Expenses:
Education and Support:

Liberal Arts and Sciences 5,800,121
Vocational Technical 3,716,615
Adult Education 754,809
Cooperative Services 1,378,367
General Administration 1,775,809
Student Services 1,354,350
Learning Resources 1,344,388
Physical Plant 1,741,104
General Institution 6,177,813
Aucxiliary Enterprises 5,056,052
Scholarships and Grants 458,737
Administrative and Collection Costs 1,234
Depreciation Expense 1,238,203
Total Operating Expenses 30,797,602
Operating Loss (11,059,610)
NON-OPERATING REVENUES (EXPENSES)

State Appropriations 9,452,328
Property Taxes 3,206,033
Interest Income from Investments 643,068
Interest Income from Student Loans 59
Loss on Sales of Capital Assets (14,068)
Interest on Indebtedness (493,908)
Net Non-Operating Revenues 12,793,512
Increase in Net Assets 1,733,902
Net Assets Beginning of Year 25,895,492
Net Assets End of Year $ 27,629,394

See Accompanying Notes to Financial Statements
-19 -



IOWA LAKES COMMUNITY COLLEGE
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2007

Cash Flows from Operating Activities:

Tuition and Fees $ 8,493,300
Grants and Contracts 6,492,294
lowa [ndustrial New Jobs Training Program {130,954)
Payments to Employees (16,495,329)
Payments to Suppliers (12,702,390)
Payments to NJTP Recipients (353,576)
Collection of Loans to Students 356
Auxiliary Enterprise Net Activity (708,113)
Other Receipts 4,203,700
Net Cash (Used) by Operating Activities (11,200,712)
Cash Flows from Non-Capital Financing Activities:
State Appropriations 9,452,328
Property Taxes 3,206,033
Miscellaneous Agency Fund Receipts 2,144,903
Miscellaneous Agency Fund Disbursements (2,097,448)
Net Cash Provided from Non-Capital Financing Activities 12,705,816
Cash Flows from Capital and Related Financing Activities
Proceeds from Sale of Capital Assets 11,180
Purchases of Capital Assets (1,815,732)
Principal Paid on Debt and Leases (710,000)
Interest Paid on Debt and Leases (562,430)

Net Cash (Used) by Capital and Related Financing Activities (3,076,982)

Cash Flows from Investing Activities:

Proceeds from Sales and Maturities of Investments 3,217,140
Purchase of Investments (3,250,410)
Interest on Investments 558,748
Proceeds on ISCAP Activity 1,528,000
Acquisition of ISCAP Investments (1,514,248)
Net Cash Provided by Investing Activities 539,230

Net Decrease in Cash (1,032,648)
Cash at Beginning of Year 6,752,280
Cash at End of Year $ 5,719,632

-12.-
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EXHIBIT C
IOWA LAKES COMMUNITY COLLEGE
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2007

Reconciliation of Operating Loss to Net Cash
(Used) by Operating Activities:
Operating Loss $ (11,059,610)
Adjustments to Reconcile Operating Loss to Net
Cash (Used) by Operating Activities:

Depreciation 1,238,203
Changes in Assets and Liabilities:
Decrease in Due From Others 187,316
Decrease in Due From Students 293,315
Decrease in Nursing Loans Receivable 356
Decrease in Due From Other Governments 330,032
(Increase) in Inventories (23,069)
{Increase) in Prepaid Expenses (46,492)
(Decrease) in Accounts Payable (292,424)
(Decrease) in Salaries and Benefits Payable (18,333)
(Decrease) in Deferred Revenue (691,323)
(Decrease) in Deposits Held in Custody (11,719)
(Decrease) in Early Retirement Payable (264,565)
(Decrease) in Due to Others (102,399)
(Decrease) in NJTP Loans Payable (740,000)
Total Adjustments (141,102)
Net Cash (Used) by Operating Activities $ (11,200,712)

See Accompanying Notes to Financial Statements
-13-



IOWA LAKES COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

lowa Lakes Community College is a publicly supported school established and operated by Merged
Area |l under the provisions of Chapter 260C of the Code of lowa. lowa Lakes Community College
may offer programs of adult and continuing education, lifelong learning, community education, and up
to two years of liberal arts, pre-professional or occupational instruction partially fulfilling the
requirements for a baccalaureate degree but confers ho more than an associate degree. lowa Lakes
Community College may also offer up to two years of vocational or technical education, training or
retraining to persons who are preparing to enter the labor market. lowa Lakes Community College
maintains campuses in Estherville, Emmetsburg, Algona, Spencer and Spirit Lake, lowa, and has its
administrative offices in Estherville. lowa Lakes Community College is governed by a Board of
Trustees whose members are elected from each trustee district within Merged Area .

The College’s financial statements are prepared in conformity with U.S. generally accepted accounting
principles as prescribed by the Governmental Accounting Standards Board.

A. Reporting Entity

For financial reporting purposes, lowa Lakes Community College has included all funds,
organizations, agencies, boards, commissions and authorities. lowa Lakes Community
College 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 fowa Lakes Community College are such that exclusion would cause lowa Lakes
Community College's financial statements to be misleading orincomplete. 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 College 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 lowa Lakes Community College.

These financial statements present lowa Lakes Community College (the primary government)
and its component units. The component units discussed below are included in lowa Lakes
Community College's reporting entity as a blended presentation because of the significance of
its operational or financial relationship with the Community College. Complete financial
statements of the individual component units can be obtained from its administrative office.

lowa Lakes Community College Scholarship Foundation is a noh-profit corporation
whose purpose is to operate exclusively for the educational purpose of receiving gifts
and property and expending the same for the benefit of lowa Lakes Community
College and its students through grants, scholarships and loans. Upon dissolution of
the foundation, its remaining assets will be distributed to lowa Lakes Community

College.

lowa Lakes Community College Foundation is a non-profit corporation whose purpose
is to maintain, develop, increase and extend the facilities and services of lowa Lakes
Community College and to provide broader educational service opportunities fo its
students, faculty, staff and residents of the geographical area.

B. Basis of Presentation

GASB Statement No. 35 establishes standards for external financial reporting for public
colleges and universities and requires resources to be classified for accounting and reporting
purposes into the following four net asset categories:

[
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IOWA LAKES COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

N

1

Note 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

— Invested in Capital Assets, Net of Related Debt: Capital assets, net of accumulated
depreciation and outstanding debt obligations attributable to the acquisition,
construction or improvement of those assets

Restricted Net Assets:

Nonexpendable — Net assets subject to externally imposed stipulations that
they be maintained permanently by the College, including the College’s
permanent endowment funds.

__ Expendable — Net assets whose use by the College is subject to externally
' imposed stipulations that can be fulfilled by actions of the College, pursuant to
those stipulations or that expire by the passage of time.

Unrestricted Net Assets: Net assetfs that are not subject to externally imposed
situations. Resources may be designated for specific purposes by action of
management or by the Board of Trustees or may otherwise be limited by contractual
agreements with outside parties. Substantially all unrestricted net assets are
designated for academic and general programs of the College.

GASB Statement No. 35 also requires the Statement of Net Assets, Revenues, Expenses, and
Changes in Net Assets and Cash Flows be reported on a consolidated basis. These basic
financial statements report information on all of the activities of the College. Forthe most part,
the effect of interfund activity has been removed from these statements.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

For financial reporting purposes, lowa Lakes Community College is considered a special-
purpose government engaged only in business type activities as defined in GASB Statement
No. 34. Accordingly, the basic financial statements of the College have been prepared using
the economic resources measurement focus and the accrual basis of accounting. Revenues
are recorded when earned and expenses are recorded when a liability is incurred, regardless
of the fiming of related cash flows. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.

D. Assets, Liabilities and Fund Equity
The following accounting policies are followed in preparing the balance sheets:

Cash and Pooled Investments -- Investments are stated at fair value except for the
investment in the lowa Schools Joint Investment Trust, which is valued at amortized
cost and non-negotiable certificates of deposit which are stated at cost.

For the purposes of the statement of cash flows, all short-term investments that are
highly liquid are considered to be cash equivalents. Cash equivalents are readily
convertible to known amount of cash, and at the day of purchase, they have a maturity
date no longer than three months.

Due From Other Governments - This represents state aid, grants and
reimbursements due from the State of lowa, and grants and reimbursements due from

the Federal government.




IOWA LAKES COMMUNITY COLLEGE -
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007 :

Note 1 -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventories -~ Inventories are valued at lower of cost (first-in, first-out method) or L
market. Inventories consist of supplies and materials held for consumption, livestock

and merchandise held for resale. The cost is recorded as an expenditure at the time
individual inventory items are consumed or sold. ‘

Property Tax Receivable — Property tax receivable is recognized on the levy or lien
date, which is the date that the tax asking is certified by the Board of Trustees to the
appropriate County Auditors. Current year delinquent property taxes receivable
represents unpaid taxes from the current year. The succeeding year property tax
receivable represents taxes certified by the Board of Trustees o be collected in