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KPMG LLP

2500 Ruan Center
666 Grand Avenue
Des Moines, IA 50309

Independent Auditors Report

Members of the Executive Council of lowa:

We have audited the accompanying financial statements of the governmental activities and the General
Fund of the Executive Council of lowa as of and for the year ended June 30, 2007, as listed in the
accompanying table of contents. These financia statements are the responsibility of management of the
Executive Council of lowa. Our responsibility isto express opinions 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, Chapter 11 of the Code of lowa, 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 consideration of internal control over
financia reporting as a basis for designing audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Executive Council of lowa's
internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financia statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overal financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

As discussed in Note 1, the financial statements of the Executive Council of lowa are intended to present
the financia position and changes in financial position of only that portion of the General Fund and
governmental activities of the State of lowa that are attributable to the transactions of the Executive
Council of lowa. They do not purport to, and do not, present fairly the financial position of the State of
lowa as of June 30, 2007, and the changes in its financial position for the year then ended in conformity
with U.S. generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in al material respects, the
financial position of the governmental activities and the general fund of the Executive Council of lowa as
of June 30, 2007, and the changes in financial position for the year then ended in conformity with
U.S. generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued a report dated April 7, 2008, on
our consideration of the Executive Council of lowa s internal control over financia reporting and on 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.

KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.



Management’s discussion and analysis on pages3 and 4 is not a required part of the basic financial
statements, but is supplementary information required by U.S. generally accepted accounting principles.
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.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the basic financial statements taken as a
whole. The accompanying supplementary information included in schedules 1 through 3 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 the audit of the basic financia
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial
statements taken as awhole.

KPMe LIP

April 7,2008



EXECUTIVE COUNCIL OF IOWA
Management’s Discussion and Analysis
June 30, 2007

The Executive Council of lowa (the Council) provides this management’s discussion and analysis of the
Council’s annual financial statements. This narrative overview and analysis of the financia activities of the
Council is for the fiscal year ended June 30, 2007. We encourage readers to consider this information in
conjunction with the Council’ s financial statements, which follow this section.

Financial Highlights

The appropriation to the Council was $22,708,642 more than FY2006. The increase is due to an increase in
approved Performance of Duty allocations for repairing, rebuilding or restoring state property due to fire, storm,
theft or other unavoidable causes under the provisions of Chapter 29C.20 of the Code of lowa.

The Council did not distribute any new disaster aid loans during FY 2007 and the amount due from other
governments for disaster loans decreased by approximately 16%. The following is the condensed financial
information of the Council:

Council’s Net Assets

2007 2006
Total assets $ 16,320,554 1,284,661
Total net assets — restricted by legislation $ 16,320,554 1,284,661
Council’s Changesin Net Assets
2007 2006
General revenues:

State appropriations $ 23,969,678 1,261,036
Total expenses 8,648,837 1,539,038
Total other financing uses 284,948 157,190

Increase (decrease) in net assets 15,035,893 (435,192)
Net assets — beginning 1,284,661 1,719,853
Net assets — ending $ 16,320,554 1,284,661

Using this Annual Report

This discussion and analysis is intended to serve as an introduction to the Council’s basic financial statements.
The Council’s basic financial statements consist of a series of financial statements. The governmental fund
balance sheet/statement of net assets and the statement of governmental fund revenues, expenditures, and
changes in fund bal ance/statement of activities combine two sets of financial statements to compare information
from a fund perspective with information about the activities of the Council as a whole with a longer-term view
of the Council’s finances. These basic financial statements aso include the notes to financial statements that
explain some of the information in the statements and provide more detail.
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EXECUTIVE COUNCIL OF IOWA
Management’ s Discussion and Analysis
June 30, 2007

The statements demonstrate the financia information presented on a fund basis, which focuses on the sources,
uses, and balances of current financial resources, and does not differ from the statements presented with a
longer-term focus.

Reporting the Council asa Whole

The governmental fund balance sheet/statement of net assets presents all of the Council’s assets and liabilities,
with the difference between the two reported as “net assets.” Because the Council is appropriated all funds
necessary to perform its duties, increases or decreases in the Council’ s net assets do not serve as an indicator of
whether its financial position isimproving or deteriorating. Net assets represent the amount of assets encumbered
or obligated for specific purposes.

Contacting the Council’s Financial M anagement

This financial report is designed to present users with a general overview of the Council’s finances and to
demonstrate the Council’ s accountability for funds received and expended. If you have questions about the report
or need additional financial information, please contact the Office of the State Treasurer, State Capitol Building,
Des Moines, 1A 50319.



EXECUTIVE COUNCIL OF IOWA

Governmental Fund Balance Sheet/Statement of Net Assets

Assets:
Unexpended appropriation
Due from other governments

Total assets

Fund bal ance/net assets:
Reserved for specific purposes

Net assets:
Restricted by legislation

Tota net assets

See accompanying notes to financial statements.

June 30, 2007

Statement of

General Fund Adjustments Net Assets

$ 15,967,516 — 15,967,516
353,038 — 353,038
16,320,554 — 16,320,554
16,320,554 (16,320,554) —

$ 16,320,554 (16,320,554) —
16,320,554 16,320,554

— 16,320,554




EXECUTIVE COUNCIL OF IOWA

Statement of Governmental Fund Revenues,
Expenditures, and Changesin Fund Balance/Statement of Activities

Y ear ended June 30, 2007

Statement of
General Fund Adjustments Activities
Receipts/revenues:
General revenue:
State appropriations $ 23,893,178 23,893,178
Disaster aid loan 76,500 76,500
Total receipts/revenues 23,969,678 23,969,678
Expenditures/expenses:
Administration and regul ation:
Professional and scientific 63,514 63,514
Performance of duty 8,585,323 8,585,323
Total expenditures/expenses 8,648,837 8,648,837
Excess of receipts/revenues over
expenditures/expenses 15,320,841 15,320,841
Other financing uses.
Disaster aid loan repayments reverted 143,947 143,947
Other reversions 141,001 141,001
Total other financing uses 284,948 284,948
Excess of receipts/revenues over
expenditures/expenses and other
financing uses 15,035,893 15,035,893
Fund balance/net assets at beginning of year 1,284,661 1,284,661
Fund balance/net assets at end of year $ 16,320,554 16,320,554

See accompanying notes to financial statements.
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EXECUTIVE COUNCIL OF IOWA
Notes to Financial Statements
June 30, 2007

Reporting Entity and Summary of Significant Accounting Policies

(@)

(b)

(©)

Reporting Entity

The Executive Council of lowa (the Council) was organized by the adoption of the State Code of
lowa of 1860. The duties of the Council, detailed in Chapter 7D and various other chapters of the
State Code of lowa, include: acting on all State of lowa (the State) activities and notifying all
interested persons of action taken thereon; determining the value at which property may be taken by
lowa corporations and the amount of stock which may be issued on account thereof; approving
articles of incorporation and bylaws of building and loan associations and planning liquidation of
said associations; authorizing department leases; authorizing and paying special assessments;
authorizing and paying court costs and special attorney fees; authorizing condemnation proceedings;
approving bank depositories of public funds; approving out-of-state travel; and canvassing votes cast
for State and district officers. The Council consists of five members. the Governor, Secretary of
State, Auditor of State, Treasurer of State and Secretary of Agriculture. The Council appoints a
secretary to carry out the duties of the Council. The Council is considered an integral part of the
State’'s reporting unit. The accompanying financial statements present only that portion of the
General Fund of the State that is attributable to the transactions of the Council.

Summary of Significant Accounting Policies

The accounting and reporting policies of the Council included in the accompanying financial
statements conform to U.S. generally accepted accounting principles applicable to state and local
governments. The following represents the significant accounting and reporting policies and
practices used by the Council.

Office-Wide and Fund Financial Statements

The financial statements combine both an office-wide perspective and a governmental perspective.

The General Fund comprises the Council’s governmental fund type. This fund is the genera
operating fund of the Council and the difference between assets and liabilities of the fund are
referred to as “fund balance.”

The office-wide financial statements, the governmental fund balance sheet/statement of net assets
and the statement of governmental fund revenues, expenditures and changes in fund
bal ance/statement of activities, report information on all the activities of the Council. Governmental
activities are those that normally are supported by taxes and intergovernmental revenues.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or segment. Program revenues include 1) charges to customers or applicants
who purchase, use or directly benefit from goods, services or privileges provided by a given function
or segment and 2) grants and contributions restricted to meeting the operational or capital
regquirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.
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EXECUTIVE COUNCIL OF IOWA
Notes to Financial Statements
June 30, 2007

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The office-wide financia statements are reported using the economic resources measurement focus
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded
when aliability isincurred, regardless of the timing of related cash flows.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered available when they are
collectible within the current period or soon enough thereafter to pay liabilities or the current period.
For this purpose, the Council considers revenues to be available if they are collected within 60 days
of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payments are
due.

Unexpended Appropriations

Unexpended appropriations represent appropriations set-aside for a specific purpose by State law.
These unexpended appropriations are carried forward to future periods until expended or determined
the appropriation is not needed, at which time the remainder is reverted to the State.

Budgetary Control

Budgetary control is exercised over the Council through the budgetary process prescribed in
Chapter 8 of the State Code of lowa. Each department of the State prepares estimates of expenditures
and income for the fiscal year. These estimates are transmitted to the Department of Management for
its review before submitting a tentative budget to the Governor. After holding public hearings, the
Governor prepares and transmits the budget to the State Legidature. The State Legisature
appropriates funds to the various departments based on the budget as adjusted through the
appropriation process. No obligation can be incurred subsequent to June30 for which an
appropriation is made. On August 31, following the close of each fiscal year, all unencumbered or
unobligated balances of appropriations revert to the State Treasury and to the credit of the fund from
which the appropriations were made. The final amounts appropriated are not identified by budget
categories and unexpended appropriations revert to the Treasurer of State. Thus, the statement of
revenues, expenditures and changes in fund balance in this report does not contain a comparison of
budgeted to actual revenue and expenditures.

8 (Continued)



EXECUTIVE COUNCIL OF IOWA
Notes to Financial Statements
June 30, 2007

(2) Officials
The following is a summary of officials as of June 30, 2007:
Name Title
Executive Council Members:
Honorable Chester J. Culver Governor
Honorable Michael A. Mauro Secretary of State
Honorable David A. Vaudt Auditor of State
Honorable Michael L. Fitzgerald Treasurer of State
Honorable William H. Northey Secretary of Agriculture
Secretary:
GeorgAnna Madsen

(3 Duefrom Other Governments

Due from other governments consists of outstanding disaster aid loans to certain governmental
subdivisions (i.e., cities and counties in lowa). Amounts due from other governments in connection with
single disaster loans at June 30, 2007 are as follows:

Lyon County $ 22,187
Montgomery County 54,514
City of Des Moines 23,298
City of Volga 94,501
City of Dunkerton 60,000
Buchanan County 37,338
Emmet County 61,200

Total $ 353,038




Schedule 1
EXECUTIVE COUNCIL OF IOWA

Schedule of Results of Operations —
All General Fund Accounts

Y ear ended June 30, 2007

Drainage Court Public Performance
Assessments Costs | mprovements of Duty Total
Receipts/revenues:
General revenues — State appropriations $ 29,485 34,029 — 23,829,664 23,893,178
Disaster aid loan — — — 76,500 76,500
Total receipts/revenues 29,485 34,029 — 23,906,164 23,969,678
Expenditures/expenses:
Professional and scientific services 29,485 34,029 — — 63,514
Performance of duty — — — 8,585,323 8,585,323
Total expenditures/expenses 29,485 34,029 — 8,585,323 8,648,837
Excess of receipts/revenues
over expenditures/expense: — — — 15,320,841 15,320,841
Other financing uses:
Disaster aid |oan repayments revertec — — — 143,947 143,947
Other reversions — — — 141,001 141,001
Total other financing uses — — — 284,948 284,948
Excess of receipts/revenues
over expenditures/expenses
and other financing uses — — — 15,035,893 15,035,893
Fund balance/net assets at beginning of year — — — 1,284,661 1,284,661
Fund balance/net assets at end of year $ — — — 16,320,554 16,320,554

See accompanying independent auditors' report.
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Schedule 2
EXECUTIVE COUNCIL OF IOWA

Schedule of Changes in Due from Other Governments —
Disaster Aid Loans to Governmental Subdivisions-
Performance of Duty Account

Y ear ended June 30, 2007

Balance Balance
Date of Original July 1, Loans Payments June 30,
Subdivision L oan Amount 2006 Disbursed Received 2007

Lyon County 07/17/98 $ 221,865 44,373 — 22,186 22,187
Montgomery County 07/17/98 545,148 109,029 — 54,515 54,514
City of Des Moines 07/17/98 232,987 46,597 — 23,299 23,298
City of Volge 07/07/00 112,500 106,313 — 11,812 94,501
City of Dunkerton 11/22/00 93,347 67,500 — 7,500 60,000
Buchanan County 05/04/00 236,250 46,673 — 9,335 37,338
Emmet County 7/25/05 76,500 — 76,500 15,300 61,200
Total $ 1,518,597 420,485 76,500 143,947 353,038

See accompanying independent auditors' report.
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EXECUTIVE COUNCIL OF IOWA

Schedule of Results of Operations and Changesin

Accounting Balances by Allocations -
Performance of Duty Account

Y ear ended June 30, 2007

Schedule 3

Account Account
Balance Balance
July 1, June 30,
2006 Revenues Expenditures Reversions 2007
2001 —2002:
DEM — FEMA-DR-1367-Public Assistance $ 70,000 — — — 70,000
DEM — FEMA-DR-1367-Hazard mitigatior 44,896 — — (44,896) —
2002 —2003:
DEM FEMA #142C 64,505 — — (64,505) —
2003 —2004:
DPS, Vehicle damage #161, 321, & 318 716 — — — 716
Corrections, Mitchellville, lightning damage 4,850 — — — 4,850
DPS, State Patrol hail damage to vehicle #52 1,323 — — — 1,323
DPS, Hail damage to vehicles #395, 372, 340 & 364 (256) — — — (256)
2004 — 2005:
DPS, Hail damage to vehicles #87, 370, 101, 99 & 55 3,044 — — — 3,044
DNR, Flooding damage state parks 70,249 — — — 70,249
DAS-GSE capitol bldg waterline break damage 4,147 — (635) — 3,512
2005 — 2006:
DHS, Glenwood Resource Center, lightning damage, fire
alarm system 48,339 — — — 48,339
Dept of Human Rights, theft 1,758 — — — 1,758
DAS-GSE, Ankeny Labs, water damage 5,280 — — — 5,280
DPS, State Patrol and Fire Marshall, hail damage to vehicles 19,156 — (9,743) (1,733) 7,680
DPS, Hail damage to vehicles #198, #176, and #200 2,280 — (2,280) — —
ICN, Cass County, damage from animals 12,022 — (9,005) (3,017) —
ICN, Hamilton County, fiber optic damage, rodent chew 10,567 — (7,252) (3,315) —
ICN, fire damage 301,515 — (135,134) — 166,381
DHS, Bureau of Collections, major fire damage 56,903 — (56,903) — —
DNR, Dalliver State Park and Brushy Creek, —
thunderstorm damage 29,616 — (26,566) (3,050) —
DNR, Pleasant Creek Park, theft 5,266 — — — 5,266
DHS, Glenwood Resource Center, boom truck fire 108,000 — (108,000) — —
2006 —2007:
IDPH — lowa Antiviral Stockpile — 4,817,763 (4,817,763) — —
DNR - Yellow River State Forest — 2,115 (2,104) (11) —
DPS — State Highway Patrol — 12,453 (12,193) (260) —
DNR —Viking Lake State Park — 800,000 — — 800,000
DNR — Pleasant Creek State Park — 3,035 (3,035) — —
DAS-GSE — Ankeny Labs — 30,151 (30,151) — —
DOC - Fort Dodge Correctional Facility — 1,300,000 (400,069) — 899,931
DHS - Disaster Relief — 1,000,000 (1,000,000) — —
lowa Homeland Security & Emer. Mgmt. — 5,730,000 (800,000) — 4,930,000
lowa Homeland Security & Emer. Mgmt. — 367,003 (77,209) — 289,794
lowa Homeland Security & Emer. Mgmt. — 25,000 (25,000) — —
DPD — Military Division Fort Dodge Armory — 73,001 (54,033) (18,968) —
DPS — lowa State Patrol — 4,602 (4,429) (173) —
DAS — Public Safety Building — 2,508 (2,508) — —
DPS - District 10 — 7,116 (6,043) (1,073) —
DOC - lowa State Penitentiary Fort Madison — 3,220 — — 3,220
lowa Homeland Security & Emer. Mgmt. — 500,000 (500,000) — —
DHS-FEMA — 353,730 (353,730) — —
lowa Homeland Security & Emer. Mgmt. — 8,797,967 (141,538) — 8,656,429
Disaster Aid Loans:
Lyon County 44,373 — — (22,186) 22,187
Montgomery County 109,029 — — (54,515) 54,514
City of Des Moines 46,597 — — (23,299) 23,298
City of Dunkerton 106,313 — — (11,812) 94,501
Buchanan County 67,500 — — (7,500) 60,000
City of Volgs 46,673 — — (9,335) 37,338
Emmet County — 76,500 — (15,300) 61,200
Total $ 1,284,661 23,906,164 (8,585,323) (284,948) 16,320,554

** Disaster aid loan repayment reverted to State Treasurer

See accompanying independent auditors’ report.
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KPMG LLP

2500 Ruan Center
666 Grand Avenue
Des Moines, IA 50309

Independent Auditors 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 of the Executive Council of lowa:

We have audited the financia statements of the Executive Council of lowa as of and for the year ended
June 30, 2007, and have issued our report thereon dated April 7, 2008. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America, Chapter 11 of the
Code of lowa, 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 Executive Council of lowa’ sinternal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing an
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the Executive Council of lowa's internal control over financia reporting. Accordingly, we do not express
an opinion on the effectiveness of the Executive Council of lowa sinternal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on atimely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to initiate, authorize, record, process, or report financial data
reliably in accordance with U.S. generally accepted accounting principles such that there is more than a
remote likelihood that a misstatement of the entity’s financial statements that is more than inconsequential
will not be prevented or detected by the entity’ s internal control.

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

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Executive Council of lowa's financial
statements are free of material misstatements, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, grants and other matters, nhoncompliance 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
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such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the Executive Council of lowa and is not
intended to be and should not be used by anyone other than the Executive Council.

KPMe LEP

April 7, 2008
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