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HOGAN - HANSEN

A Professional Corporation

Certified Public Accountants and Consultants

Independent Auditor’'s Report

Commissioners

Black Hawk County Solid Waste
Management Commission

Waterloo, lowa

We have audited the accompanying statements of net assets of the Black Hawk County Solid Waste
Management Commission at June 30, 2008 and 2007, and the related statements of revenue, expenses
and changes in net assets and cash flows for the years then ended. These financial statements are the
responsibility of the Commission’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards and provisions require that we
plan and perform the audits to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Black Hawk County Solid Waste Management Commission at June 30, 2008 and
2007, and the changes in its financial position and its cash flows for the years 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 January 12,
2009 on our consideration of the Black Hawk County Solid Waste Management Commission's internal
control over financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that testing and
not to provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and should be
read in conjunction with this report in considering the results of our audits.

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

%ew - #AﬂJéx/

HOGAN - HANSEN

Waterloo, lowa
January 12, 2009

3128 Brockway Road, P.O. Box 240, Waterloo, IA 50704-0240 « (319) 233-5225 « FAX (319) 233-3188
Member of American Institute of CPAs - lowa Society of CPAs

Cedar Falls « Cedar Rapids ¢« Mason City » Waterloo 2



MANAGEMENT'S DISCUSSION AND ANALYSIS

The Black Hawk County Solid Waste Management Commission (Commission) provides this
Management's Discussion and Analysis of its financial statements. This narrative overview and analysis
of the financial activities is for the fiscal year ended June 30, 2008. We encourage readers to consider
this information in conjunction with the Commission's financial statements, which follow.

FINANCIAL HIGHLIGHTS
¢ The Commission's operating revenue increased 33%, or $1,540,682, from fiscal 2007 to fiscal 2008.

¢ The Commission's operating expenses were 42%, or $1,589,910, higher in fiscal 2008 than in fiscal
2007.

¢ The Commission's net assets decreased 1%, or $229,939, from June 30, 2007 to June 30, 2008.
USING THIS ANNUAL REPORT

The Black Hawk County Solid Waste Management Commission is a single Enterprise Fund and presents
its financial statements using the economic resources measurement focus and accrual basis of
accounting which is the same measurement focus and basis of accounting employed by private sector
business enterprises. This discussion and analysis are intended to serve as an introduction to the
Commission's basic financial statements. 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 Commission's financial activities.

The Statement of Net Assets presents information on the Commission's assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of the Commission is improving or
deteriorating.

The Statement of Revenue, Expenses and Changes in Net Assets is the basic statement of activities
for proprietary funds. This statement presents information on the Commission's operating revenue and
expenses, nonoperating revenue and expenses and whether the Commission's financial position has
improved or deteriorated as a result of the year's activities.

The Statement of Cash Flows presents the change in the Commission's cash and cash equivalents
during the year. This information can assist the user of the report in determining how the Commission
financed its activities and how it met its cash requirements.

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



FINANCIAL ANALYSIS OF THE COMMISSION

Statement of Net Assets
Net assets may serve over time as a useful indicator of the Commission's financial position. A summary
of the Commission's net assets at June 30, 2008 and 2007 is presented below.

2008 2007
CUITENE @SSELS ..ottt $ 6,366,533 $ 7,554,028
Restricted aSSetS ......ooveieiiee e 5,833,900 5,634,760
Capital assets at cost, less accumulated depreciation................ 5,078,689 4,633,900
Noncurrent, noncapital assets.........cccccceeeiiiiiiiiiiec . 6,684,179 6,480,027
o) €= I AN T Y = £ 23,963,301 24,302,715
Current Habilities ......cccuuviiiieei e 831,114 1,229,869
Noncurrent labilitieSs ..........viveiieiee e 2,655,617 2,366,337
Total LiabilitieS ... 3,486,731 3,596,206
Net Assets
Invested in capital assets..........ccccoevvvviiiiiiiiiii e, 5,078,689 4,633,900
RESIHCIEA ... .o 5,815,107 5,634,760
(0 o] =Y] (o3 (<o F TN 9,582,774 10,437,849
TOtal NEL ASSEIS ..o $ 20,476,570 $ 20,706,509

A portion of the Commission's 2008 net assets (28%) is restricted for closure and postclosure care. State
and federal laws and regulations require the Commission to place a final cover on the landfill sites and
perform certain maintenance and monitoring functions at the landfill sites for a minimum of 30 years after
closure. The 2008 invested in capital assets (25%) are resources allocated to capital assets. The
remaining 2008 net assets (47%) are the unrestricted net assets that can be used to meet the
Commission's obligations as they come due.

Statement of Revenue, Expenses and Changes in Net Assets

Operating revenue is received for fees and tonnage taxes from accepting solid waste from the residents
and businesses in the county. Operating expenses are expenses paid to operate the landfill. The
utilization of capital assets is reflected in the financial statements as depreciation, which allocates the cost
of an asset over its expected useful life. Nonoperating revenue and expenses include interest income,
changes in the fair value of investments and rent from leasing land owned for future development. A
summary of revenue, expenses and changes in net assets for the years ended June 30, 2008 and 2007
is presented below:

2008 2007

Operating rEVENUE...........coeeiiiiiee e et $ 6,273,452 $ 4,732,770
Operating eXpenses ........cooviiiiiiieei e 5,390,222 3,800,312

Income From Operations ............cccccooeei 883,230 932,458
Net nonoperating revenUE ............uvveieeiieiiiiieeeee e 886,379 900,967

Change in Net ASSets .........euiiiiiiiiiiiiiiiiieeeeeeeees 1,769,609 1,833,425
Distributions to member organizations ............ccccccceciiiinninnnnnes (1,999,548) (1,999,547)
Net Assets - Beginning of Year ......ccccooveiiiiiiiiiiiieiiiieeeeeeeeeeee, 20,706,509 20,872,631
Net ASSetS - ENA OF YA .coueenee e $ 20,476,570 $ 20,706,509



In fiscal 2008, operating revenue increased by $1,540,682, or 33%, primarily a result of increased usage
of the landfill including tornado and flood debris. Operating expenses increased by $1,589,910, or 42%.
The increase was primarily a result of the depreciation and amortization cost increases totaling
approximately $900,000 with the opening of a new cell.

Statement of Cash Flows

The Statement of Cash Flows presents information related to cash inflows and outflows, summarized by
operating, noncapital financing, capital and related financing and investing activities. Cash provided by
operating activities in fiscal 2008 includes landfill fees and tonnage taxes reduced by payments to
employees and to suppliers. Cash used from capital and related financing activities in fiscal 2008 includes
distributions to member organizations and the purchase of capital assets. Cash provided by investing
activities in fiscal 2008 includes purchases of securities, sales and maturities of securities and interest
income.

CAPITAL ASSETS

At June 30, 2008, the Commission had approximately $5,100,000 invested in capital assets, net of
accumulated depreciation of approximately $11,200,000. Depreciation and land amortization charges
totaled $1,430,000 for fiscal 2008. More detailed information about the Commission's capital assets is
presented in Note 3 to the financial statements.

ECONOMIC FACTORS

The Commission's primary source of revenue is landfill fees. Landfill fees are expected to remain the
same for fiscal year 2009, however, total revenue is expected to decrease due to expected reduction in
the waste stream (no tornado and flood debris). Operating expenditures in 2009 are expected to remain
about the same as expenditures for fiscal year 2008. The Commission is expecting to incur capital
expenditures of approximately $2 million related to developing an asbestos cell, improving the scale and
for Cell W-1 Phase Il construction.

CONTACTING THE COMMISSION'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers and creditors with a general
overview of the Commission's finances and to show the Commission's accountability for the money it
receives. If you have questions about this report or need additional financial information, contact the
Black Hawk County Solid Waste Management Commission, P.O. Box 208, Waterloo, lowa 50704-0208.



Basic Financial Statements




Statements of Net Assets

At June 30, 2008 and 2007

Assets
Current Assets

Certificates of deposit..........ooooiiii
Receivables
Trade accounts (net of allowance for doubtful accounts) .........
Interest ...
Prepaid iNSUFraNCEe...........ooeeiiiiiii e
Total Current ASSEetS ....oooviiiiiiiieeeeee e

Noncurrent Assets

Restricted Assets

Cash for ton tax expenditures...........ccccceveviiii

Certificate of deposit for closure and postclosure care.................

Amounts held by trustee..........cccoooi i,
Total Restricted ASSetS......oivviiiiiiiie

Certificates of DePOSIt ....ccoeeeiiiiiiee e

Capital Assets, Net of Accumulated Depreciation ..................

Investment in Farmland ...
Total Noncurrent ASSetS......vvvvvviiiiiieeeeeeeeeeeee e,

QL0 = U N ] = £

Liabilities and Net Assets

Current Liabilities

ACCOUNES PAYADIE ......oooviiiiiii e

Retainages payable...........cccoooiiiiiiii

Estimated accrued cost of landfill closure and postclosure care ..

Total Current Liabilities .....oooeeeeeeeeeeeeeeeeeee e

Noncurrent Liabilities
Estimated accrued cost of landfill closure and postclosure care ..

TOtaAl LIADITIES e e

Net Assets
Invested in capital aSSets ..........uvuiiiiiiiiiiiiii s
Restricted for closure and postclosure care - EPA.......................
- lowa DNR..............
UNrestricted ...
Total Net ASSELS ..o

Total Liabilities and Net ASSELS ...ccouveeenieee e

See accompanying notes to the financial statements.

2008 2007
2,770,379 $ 3,461,438
2,700,552 3,669,916

759,820 247,622
131,003 171,525
4,779 3,527
6,366,533 7,554,028
18,793 —
2,299,448 2,330,084
3,515,659 3,304,676
5,833,900 5,634,760
6,204,152 6,000,000
5,078,689 4,633,900
480,027 480,027
17,596,768 16,748,687
$ 23963301 $ 24,302,715
328,861 $ 527,257
150,628 80,987
351,625 621,625
831,114 1,229,869
2,655,617 2,366,337
3,486,731 3,596,206
5,078,689 4,633,900
3,515,659 3,304,676
2,299,448 2,330,084
9,682,774 10,437,849
20,476,570 20,706,509
$ 23963301 $ 24,302,715
6



Statements of Revenue, Expenses and Changes in Net Assets

Years Ended June 30, 2008 and 2007

2008 2007

Operating Revenue
Landfill fEES ..ueeeiiiee i $ 6,051,361 $ 4,553,540
Commission’s share of tonnage taX ..........cccoviiiiiiiiii i, 222,091 179,230

Total Operating REVENUE ......ccooiiiiiiiiiieie e 6,273,452 4,732,770
Operating Expenses
Landfill operating fees ......ccooooiiioiieee 2,682,257 2,503,467
Current amount of total estimated cost of landfill closure and

POSICIOSUINE CaAr€.....cceeeeiiiie et e e e e eeeeees 231,366 137,040
Changes in accounting estimates for remaining landfill capacity
and cost of future closure and postclosure care ...........ccccccecoee. 196,160 (217,208)

Depreciation and amortization............cccceeiiiiiiieeccc e, 1,433,179 504,686
Payroll and related eXpenses .........ccoccciieiiieiiiiiiccccccc e 88,389 83,317
Administrative contract SErviCes .........oouviiiiiiiiiiiii e, 43,022 41,570
Professional fEES .......oene e 84,404 91,037
[TV = g To =TT 6,940 10,729
Office supplies, postage and telephone ..............ccc 3,577 3,483
Projects and awards funded by tonnage tax .........ccccceeeeeiiieiiieneennnnn. 128,852 149,687
(01 g T=T = 121 (o E TR 480,953 480,952
L@ =T TR 11,123 11,552

Total Operating EXPENSES ....cooooiiiiiiiiiieiiiee e 5,390,222 3,800,312
Operating INCoOME ..., 883,230 932,458
Nonoperating Revenue (Expenses)
INEEIrEST INCOMIE ... e 798,572 869,820
Realized losses on investment transactions..............cccccceeveeeininee. (9,738) (15,219)
Unrealized gains (losses) on investments.........ccccceeeeeiiiiiiieiiieeeeeeennn. 87,741 46,435
OtheI FTEVENUE. ... e 13,610 13,435
Other EXPENSES ... ..ot eeeaans (3,806) (13,504)

Net Nonoperating REVENUE .......ccccooiiiiiiiiiiiieeee e 886,379 900,967
Change in Net ASSEetS. ..., 1,769,609 1,833,425
Distributions to member organizations ...........cccccooeiiiiiiiiiiiieiiieeeennnn. (1,999,548) (1,999,547)
Net Assets - Beginning of Year ... 20,706,509 20,872,631
Net ASSELS - ENG OF YA ..ceueeeeeee e $ 20,476,570 $ 20,706,509

See accompanying notes to the financial statements. 7



Statements of Cash Flows

Years Ended June 30, 2008 and 2007

Cash Flows From Operating Activities

Cash received from landfill fees.........cceeiiii o
Cash collected for tonnage and sales taxes ..........cccccvveeeiiiiiiiiieiee s
Cash paid to other governments for tonnage and sales taxes ...................
Cash paid to or on behalf of employees .........ccccoevivieiiciie e,
Cash paid to SUPPHETS ........uuviieieieieieeeeee e

Net Cash Provided by Operating ACtiVIities........cccoccueeveviiiie e,

Cash Flows From Noncapital Financing Activities
Other nonoperating iNCOME SOUICES ........ccciiuiiieiiiiiie e
Other nonoperating EXPENSES.........ccciiiiiiii i

Net Cash Provided by (Used in) Noncapital Financing Activities........

Cash Flows From Capital and Related Financing Activities

Payments for acquisition of property and equipment............cccccoeeeveennnen.
Payments for reclamation COStS.........cccccvieiiiiiiiiiie e
Distributions to member organizations...................uvveveieiiiiiiiiieiiiiis

Net Cash Used in Capital and Related Financing Activities.................

Cash Flows From Investing Activities

Payment for purchase of certificates of deposit and investments ..............
Cash received on sale/maturity of certificates of deposit and investments
Interest received............ooo s

Net Cash Provided by Investing ACtiVities ......cccccoiiioiiieeiiieee

Net Increase (Decrease) in Cash .....ccccoooiieiiiiiiiiec e
Cash at Beginning of Year.........c..ccoooiiiiiiiiii e

(O 1Y g I= = o I ) H =T T N

Reconciliation of Operating Income to Net Cash Provided by
Operating Activities
OPperating iINCOMIE .......coiuiiiie e
Adjustments to Reconcile Operating Income to Net Cash Provided by
Operating Activities, Net of Noncash Investing and Financing Activities
Depreciation ...
Amortization of Site COSS .........coviiiiiiii
Change in accounting estimate for future landfill closure
and poStClOSUre Care COSES.......uuumiiimimiiiiiiii e
Current amount of total estimated cost of landfill closure
aNd POSICIOSUIE ...t e
Loss on disposal of fixed asset........ccccooeeeiiiiiiiii e
Change in Assets and Liabilities
Increase inreceivables............cccuvviiiiiiiii e
(Increase) decrease in prepaid INSUraNCe.........cccceeevriieeeeiiieeeeeee
Increase in accounts payable...........ccooii
Increase in awards payable to members ...........ccccciiiie,

Net Cash Provided by Operating ACtiVIitieS........cccocveeveviiiee e,

See accompanying notes to the financial statements.

2008

$ 5,539,163
556,448
(334,357)
(88,389)
(3,363.238)

2,309,627

13,610
(3,806)

9,804

(2,104,656)
(408,246)
(1,999,548)
(4,512,450)
(6,000,000)
7,000,000
501,960
1,501,960

(691,059)
3,461,438

$ 2,770,379

$ 883,230

233,383
1,199,796

196,160

231,366

(512,198)
(1,252)
79,141
1

$ 2,300,627

2007

$ 4,509,262
448,900
(269,670)
(83,317)
(3,267.706)

1,337,469

13,435
(13,504)

R (1))
(2,573,569)
(55,664)
(1,999,547)
(4,628,780)
(12,000,000)
15,944,415
1,004,935
4,949,350

1,657,970
1,803,468

$ 3,461,438

$ 932,458

168,203
336,483

(217,208)

137,040
10,354

(44,278)
4,683
9,734

$ 1,337,469



Notes to the Financial Statements

(1) Summary of Significant Accounting Policies and Other Matters

Nature of Business

The Black Hawk County Solid Waste Management Commission (Commission) owns a landfill site in Black
Hawk County which is operated and maintained under contract for a monthly fee computed in accordance
with the contract fee schedule. The contract is with Waste Tech Inc. through June 30, 2011. The
Commission grants credit to governmental and private sector customers, substantially all of whom are
located in Black Hawk County.

The Commission functions as a "Public Agency" as defined in Chapter 28E of the Code of lowa. The
Commission was formed as a joint venture between Black Hawk County and several municipalities within
the County. It is operated as an enterprise fund, and accordingly, the financial statements are presented
on the accrual basis of accounting. The local governments which formed the Commission are liable for
unpaid debts of the Commission should the Commission be unable to meet its obligations.

Reporting Entity

For financial reporting purposes, the Black Hawk County Solid Waste Management Commission has
included all funds, organizations, account groups, agencies, boards, commissions and authorities. The
Commission has also considered all potential component units for which it is financially accountable, and
other organizations for which the nature and significance of their relationship with the Commission are
such that exclusion would cause the Commission’s financial statements to be misleading or incomplete.
The Governmental Accounting Standards Board has set forth criteria to be considered in determining
financial accountability. These criteria include appointing a voting majority of an organization’s governing
body, and (1) the ability of the Commission to impose its will on that organization or (2) the potential for
the organization to provide specific benefits to, or impose specific financial burdens on the Commission.
The Black Hawk County Solid Waste Management Commission has no component units which meet the
Governmental Accounting Standards Board criteria.

Basis of Presentation

The accounts of the Commission are organized as an enterprise fund. Enterprise funds are used to
account for operations (1) that are financed and operated in a manner similar to private business
enterprises, where the intent of the governing body is that the costs (expenses, including depreciation) of
providing goods or services to the general public on a continuing basis be financed or recovered primarily
through user charges or (2) where the governing body has decided that periodic determination of revenue
earned, expenses incurred and/or net income is appropriate for capital maintenance, public policy,
management control, accountability or other purposes.

Measurement Focus

Enterprise Funds are accounted for on a cost of services or “capital maintenance” measurement focus.
This means that all assets and all liabilities, whether current or noncurrent, associated with their activity
are included on their statements of net assets. The operating statements present increases (revenue) and
decreases (expenses) in net total assets. In reporting the financial activity of its proprietary fund, the
Commission applies all applicable GASB pronouncements as well as the following pronouncements
issued on or before November 30, 1989, unless these pronouncements conflict with or contradict GASB
pronouncements: Financial Accounting Standard Boards Statements and Interpretations, Accounting
Principles Board Opinions and Accounting Research Bulletins of the Committee on Accounting
Procedure.



Notes to the Financial Statements

(1) Summary of Significant Accounting Policies and Other Matters

Basis of Accounting

The financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting. Revenue is recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

The Commission distinguishes operating revenue and expenses from nonoperating items. Operating
revenue and expenses generally result from providing services and producing and delivering goods in
connection with the Commission’s principal ongoing operations. All revenue and expenses not meeting
this definition are reported as nonoperating revenue and expenses.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities and the reported revenue and expenses.

Cash and Certificates of Deposit

All of the Commission's deposits in banks and credit unions at June 30, 2008 were entirely covered by
federal depository insurance or the State Sinking Fund in accordance with Chapter 12C of the Code of
lowa. The Chapter provides for additional assessments against the depositories to insure that there will
be no loss of public funds. The June 30, 2008 amount of the Commission's deposits was $14,738,422, as
reflected on the financial institutions’ records. The Commission has a written investment policy and is
authorized by statute to invest public funds in obligations of the United States Government, its agencies
and instrumentalities; certificates of deposit or other evidences of deposit at federally insured depository
institutions approved by the members of the Commission and the Treasurer of the State of lowa; 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.

At June 30, 2008 and 2007, the Commission had certificates of deposit with fair values that approximated
cost and with the following maturities:

Maturities (in Years)

More

Less Than 1 1-5 6-10 Than 10

June 30,2008 ..., $ 5,000,000 $ 6,204,152 3 — [ —
June 30, 2007 ..o, $ 6,000,000 $ 6,000,000 $ — $ —

For purposes of the statements of cash flows, the Commission considers all highly liquid debt instruments
purchased with original maturities of three months or less to be cash equivalents. The Commission
excludes all restricted investments held by a trustee from classification as cash equivalents.



Notes to the Financial Statements

(1) Summary of Significant Accounting Policies and Other Matters

Investments

Investments are stated at fair value. Securities traded on a national or international exchange are valued
at the last reported sales price at current exchange rates.

At June 30, 2008 and 2007, the Commission had the following assets held by a trustee:

Maturities (in Years)

Less More
Fair Value Than 1 1-5 6-10 Than 10

June 30, 2008
Money market fund............. $ 481810 $ 481810 $ — 5 — $ —
U.S. Government securities 662,673 — 662,673 — —
U.S. Agency securities ....... 2,371,176 252,970 2,118,206 — —
$ 3515659 $ 734780 $ 2,780,879 3 — $ —

June 30, 2007
Money market fund............. $ 445596 $ 445596 $ — 5 — $ —
U.S. Government securities 637,903 200,328 437,575 — —
U.S. Agency securities ....... 2221177 495,204 1,526,879 199,094 —
$ 3,304,676 $ 1,141,128 $ 1,964,454 $ 199,094 $ —

Interest Rate Risk. The Commission's investment policy limits the investment of operating funds
(funds expected to be expended in the current budget year or within 15 months of receipt) in
instruments that mature within 397 days. Funds not identified as operating funds may be invested in
investments with maturities longer than 397 days but the maturities shall be consistent with the needs
and use of the Commission.

Credit Risk. The Commission's investment in U.S. Government securities and U.S. Agency securities
consists of bonds which are rated AAA by Moody's Investors Service. The money market fund valued
at $481,810 is unrated.

Concentration of Credit Risk. The Commission has an investment policy that limits the amount
invested in certain securities. No more than 10% of the investment portfolio is to be invested in prime
bankers' acceptances with no more than 5% in that of a single issuer and no more than 10% of the
investment portfolio to be invested in commercial paper or other short-term corporate debt with no
more than 5% in that of a single issuer. At June 30, 2008, the Commission did not have any
investment in either of these types of securities. The Commission's investments at June 30, 2008
included 14% invested in a money market fund, 19% invested in U.S. Government securities and 67%
invested in U.S. Agency securities.

Restricted Assets
Funds set aside for payment of closure and postclosure care costs are classified as restricted.

11



Notes to the Financial Statements

(1) Summary of Significant Accounting Policies and Other Matters

Income Taxes
In accordance with Internal Revenue Code Section 501(c)(1), the Commission is exempt from federal
income taxes; therefore, no provision for income taxes is reflected in the financial statements.

Capital Assets

Capital assets are stated at cost and are capitalized if their cost is generally greater than $2,500 and
estimated useful life is more than one year. Major outlays for capital assets and improvements are
capitalized as projects are constructed. Interest incurred during the construction phase of fixed assets is
reflected in the capitalized value of the asset constructed over the same period. The Commission follows
the general policy of depreciating building and equipment costs and certain land development costs under
the straight-line method over the shorter of their estimated useful lives or the remaining life of the landfill.
Although the estimated life of the current landfill site was shorter at June 30, 2008, the building and
equipment costs are being depreciated over the following estimated useful lives because management
plans to use those assets on adjacent cells when the current cell is filled.

Type Estimated Useful Lives
Land development COSES.....uuuiiiiiii e 5-20 Years
0T o o Vo - PSPPI 20 Years
[0 1] 0= 0 5 Years

Depreciation expense charged to operations was $233,383 and $168,203 for the years ended June 30,
2008 and 2007, respectively.

Certain land development costs and the cost of the landfill site, net of its estimated salvage value, are
being amortized each year on the basis of the number of tons of waste disposed as a percentage of the
total site capacity. Amortization expense of the site and its development costs for the years ended
June 30, 2008 and 2007 were $1,199,796 and $336,483, respectively.

Landfill Closure and Postclosure Costs

As disclosed further in Note 5, the estimated total current cost of closure and postclosure care is
recognized as an expense and as a liability in each period in which solid waste is accepted, based upon
landfill usage rather than the passage of time. Amounts held by a trustee to provide financial assurances
for landfill closure and postclosure care of areas under EPA regulation are stated at fair value in the asset
section of the accompanying statements of net assets rather than as a reduction of the estimated liability
for landfill closure and postclosure care.

Classification Changes

Certain items in the 2007 financial statements have been reclassified to conform with the current year
presentation. These reclassifications had no net effects on the financial statements.
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Notes to the Financial Statements

(2) Cash Flow Statement Supplementary Information

Schedule of Noncash Investing and Financing Activities

Interest Income Added to Certificates of Deposit

Investment Income Added to Restricted Trust Assets...............

Net Increase in the Fair Value of Restricted Trust Assets.........

Cost of property and equipment

Amounts Payable

CUITENT YN ...
PrIOr YA ...

Retainages Payable

CUITENT YA ..ot
PO YA ...

Other noncash changes
Cash Paid for Property and Equipment

(3) Capital Assets

2008

$ 204,152
132,982

$ 78,003
$ 1,877,968

(191,266)
468,803

(150,628)
80,987

18,792

$ 2,104,656

Capital asset activity for the years ended June 30, 2008 and 2007 was as follows:

Balance

June 30, 2006

Capital Assets Not
Being Depreciated
Construction in
progress.................

Capital Assets Being
Depreciated
Landfill site...............
Land development

Building........ccccueeeeee.
Equipment................
Total Capital
Assets Being
Depreciated.........

Less Accumulated
Depreciation and
Amortization for

Landfill site...............
Land development

Building........cvvvvevennes
Equipment................
Total Accumulated
Depreciation .......

Net Capital
Assets Being
Depreciated.........

Net Capital Assets.....

Balance

Increase Decrease June 30, 2007

Increase Decrease

2007

b
$ 140,240
$ 31216

$ 3,072,276
(468,803)
51,083

(80,987)

$ 2,573,569

Balance
June 30, 2008

$ 474829 $ 1,508,013 §$81.743 $ 1,901,099 $ 623,604 $ 1,723,551 $ 801,152
1,061,514 — — 1,061,514 — — 1,061,514
8,872,949 2,869 — 8,875,818 2,877,367 — 11,753,185
783,819 1,615,627 11,890 2,387,556 100,548 — 2,488,104
200,774 27,512 — 228,286 — — 228,286
10,919,056 1,646,008 11,890 12,553,174 2,977,915 — 15,531,089
818,069 — — 818,069 — — 818,069
7,791,011 518,607 — 8,309,618 1,303,773 — 9,613,391
492,670 33,664 1,536 524,798 113,728 — 638,526
155,295 12,593 — 167,888 15,678 — 183,566
9,257,045 564,864 1,536 9,820,373 1,433,179 — 11,253,552
1,662,011 1,081,144 10,354 2,732,801 1,544,736 — 4,277,537

$ 2136840 $ 2589157 $92,097 $ 4,633,900 $ 2,168,340 $ 1,723,551 $ 5,078,689
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Notes to the Financial Statements

(4) Assets Held by Trustee

Federal regulations require that the Commission establish a trust for the purpose of providing financial
security for 30 years of postclosure care (see Note 5). The Trust's deposits and investments are stated at
fair value and are summarized as follows at June 30, 2008 and 2007:

Unrealized
Appreciation
Cost Fair Value (Depreciation)
June 30, 2008
Money market fund............cccoiiiiiiiiiiic e $ 481,810 $ 481,810 $ —
U.S. Treasury SECUNitieS .......cccceeeeeeeiieeeieeeeeeennn, 645,479 662,673 17,194
U.S. Agency securities ..........occcuvveieeeeeeeiinines 2,344,140 2,371,176 27,036
$ 3,471,429 $ 3,515,659 $ 44,230
June 30, 2007
Money market fund...........cccccceeeeiiiieiiiecce, $ 445,596 $ 445 596 $ —
U.S. Treasury SeCUrities .........cccceeeeeeieeaieneeeeeenn. 659,903 637,903 (22,000)
U.S. Agency SECUNtieSs ......ccceeeeeeeieceiieeiieeeeeeennn, 2,242,688 2,221,177 (21,511)
$ 3,348,187 $ 3.304676 $ (43,511)

The calculation of realized gains or losses is independent of the calculation of the net change in the fair
value of the investments.

During the years ended June 30, 2008 and 2007, the Commission realized losses of $9,738 and $15,219,
respectively, upon the maturity of certain U.S. Treasury and U.S. Agency securities.

The Trust's investments are categorized to give an indication of the level of risk assumed by the
Commission at year end. The U.S. Treasury and Agency Securities are Category 3 investments which
means the investments are uninsured or unregistered and held by the trustee but not in the Commission's
name. Money market mutual funds are not subject to risk categorization. See Note 1 for information
regarding the Commission's investment policy.

The Commission can only receive cash from the trust upon the approval of the EPA. As a result, these
assets are reported as restricted assets and restricted net assets on the accompanying statements of net
assets.

(5) Estimated Closure and Postclosure Care Costs

The landfill site is currently regulated by the EPA for hazardous wastes and by the lowa Department of
Natural Resources (DNR) for nonhazardous wastes disposed of at the site.

DNR regulations require the reclamation of the landfill site by placing a final two-foot minimum earth
covering over the project site. A portion of the total $2,671,625 estimated cost of closure and postclosure
care of the nonhazardous portion of the site is accrued each year based on the number of acre feet of
landfill space used as a percentage of the total site capacity.

14



Notes to the Financial Statements

(5) Estimated Closure and Postclosure Care Costs

During the years ended June 30, 2008 and 2007, $231,366 and $137,040, respectively, was accrued
based on such usage, $270,000 and $0 were incurred for closure costs. Accrued liability for landfill
closure and postclosure care costs under DNR regulations totaled $2,244,142 and $2,217,962 at
June 30, 2008 and 2007, respectively.

The current active landfill cell was first put into use during November, 2007. The cell was estimated to be
approximately 37% filled as of June 30, 2008. As of that date, the Commission and its consulting
engineer estimate the life of the current landfill cell to be approximately two years.

The Commission has finished closing the hazardous waste area and received EPA approval of the
closure. The EPA, in addition to requiring that a trust fund be established to provide funds for postclosure
care (see Note 4), has instructed the Commission on what steps the EPA feels will be necessary to
monitor the hazardous waste site over the 30-year postclosure period.

The Commission annually reevaluates its estimates of the remaining landfill capacity and of the future
closure and postclosure care costs of certain areas of the landfill which were either in the process of
closure or in postclosure as of June 30. The results of changes in those estimates were recognized as
increases (decreases) in operating expenses of $196,160 and ($217,208) for the years ended June 30,
2008 and 2007, respectively. Amounts incurred for postclosure care totaled $138,246 and $48,958,
respectively, for the years ended June 30, 2008 and 2007. As a result of correspondence with the EPA
and the consulting engineer, the Commission has estimated the total remaining monitoring costs to be
$763,100 and $770,000 at June 30, 2008 and 2007, respectively.

A summary of the estimated accrued liability for landfill closure and postclosure care costs at June 30,
2008 and 2007 is as follows:

2008 2007
HazZardOUS @rEa..........ooe oot $ 763,100 $ 770,000
NONNAZAITAOUS Gr€a ... ... e e eeen 2,244 142 2,217,962
L] 21 IR $ 3,007,242 2,987,962

The above costs are reflected as liabilities in the accompanying statements of net assets and are based
on an estimate of what it would cost to perform all closure and postclosure care in 2008. Actual costs may
be higher due to inflation, changes in technology or changes in laws and regulations. In addition to the
above costs, if as a result of monitoring the site, leaks of hazardous waste are discovered, the cost of
compliance with regulations could become extremely large. The amount of any liability is not susceptible
to estimation until it has been determined that a leak has occurred and the extent of that leak can be
determined. Because no known leaks had occurred through the date of this report and the ultimate effects
of any potential future leaks cannot presently be determined, no provision for any resultant liability has
been made in the financial statements.

The amounts recorded on the statements of net assets for closure and postclosure liabilities differ from
the amounts reported in its Annual Closure Postclosure Estimate to the DNR due to a 20% estimated
contingency made by the Commission’s contract engineer for unknown costs at this point. Generally
accepted accounting principles preclude the Commission from recording contingent liabilities unless it is
probable that a liability has been incurred.
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Notes to the Financial Statements

(5) Estimated Closure and Postclosure Care Costs

Chapter 455B.306(8)(b) of the Code of lowa requires permit holders of municipal solid waste landfills to
maintain separate closure and postclosure care accounts to accumulate resources for the payment of
closure and postclosure care costs. The Commission has begun accumulating resources to fund these
costs and, at June 30, 2008 and 2007, assets of $2,299,448 and $2,330,084, respectively, were restricted
for these purposes, of which $449,448 and $680,084, respectively, is for closure and $1,800,000 and
$1,650,000, respectively, is for postclosure care at June 30, 2008 and 2007. They are reported as
restricted cash and restricted net assets on the statements of net assets.

Also, pursuant to Chapter 567-111.3(3) of the lowa Administrative Code (IAC), since the estimated
closure and postclosure care costs are not fully funded, the Commission is required to demonstrate
financial assurance for the unfunded costs. The Commission has adopted the dedicated fund mechanism.

Chapter 567-111.8(7) of the IAC allows a government to choose the dedicated fund mechanism to
demonstrate financial assurance and use the accounts established to satisfy the closure and postclosure
care account requirements. Accordingly, the landfill is not required to establish closure and postclosure
care accounts in addition to the accounts established to comply with the dedicated fund financial
assurance mechanism.

(6) Risk Management

The Commission is a member in the lowa Communities Assurance Pool (Pool), as allowed by
Chapter 670.7 of the Code of lowa. The Pool is a local government risk-sharing pool whose 563 members
include various governmental entities throughout the State of lowa. The Pool was formed in August, 1986
for the purpose of managing and funding third-party liability claims against its members. The Pool
provides coverage and protection in the following categories: general liability, automobile liability,
automobile physical damage, public officials liability, police professional liability, property, inland marine
and boiler/machinery. There have been no reductions in insurance coverage from prior years.

Each member's annual casualty contributions to the Pool fund current operations and provide capital.
Annual operating contributions are those amounts necessary to fund, on a cash basis, the Pool's general
and administrative expenses, claims, claims expenses and reinsurance expenses due and payable in the
current year, plus all or any portion of any deficiency in capital. Capital contributions are made during the
first six years of membership and are maintained to equal 200% of the total current members' basis rates
or to comply with the requirements of any applicable regulatory authority having jurisdiction over the Pool.

The Pool also provides property coverage. Members who elect such coverage make annual operating
contributions which are necessary to fund, on a cash basis, the Pool's general and administrative
expenses and reinsurance premiums, all of which are due and payable in the current year, plus all or any
portion of any deficiency in capital. Any year-end operating surplus is transferred to capital. Deficiencies
in operations are offset by transfers from capital and, if insufficient, by the subsequent year's member
contributions.

The Commission's property and casualty contributions to the risk pool are recorded as prepaid expense
at the time of payment to the risk pool and allocated evenly to expense during the year. During the years
ended June 30, 2008 and 2007, the Commission made payments of $8,192 and $6,046, respectively, to
the risk pool.
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Notes to the Financial Statements

(6) Risk Management

The Pool uses reinsurance and excess risk-sharing agreements to reduce its exposure to large losses.
The Pool retains general, automobile, police professional and public officials' liability risks up to $350,000
per claim. Claims exceeding $350,000 are reinsured in an amount not to exceed $2,650,000 per claim
and $10,000,000 in aggregate per year. For members requiring specific coverage from $3,000,000 to
$10,000,000, such excess coverage is also reinsured. Property and automobile physical damage risks
are retained by the Pool up to $100,000 each occurrence, each location, with excess coverage reinsured
on an individual-member basis. All property risks are also reinsured on an individual-member basis.

The Pool's intergovernmental contract with its members provides that in the event a casualty claim or
series of claims exceeds the amount of risk-sharing protection provided by the member's risk-sharing
certificate, or in the event that a series of casualty claims exhausts total members' equity plus any
reinsurance and any excess risk-sharing recoveries, then payment of such claims shall be the obligation
of the respective individual member. As of June 30, 2008, settled claims had not exceeded the risk pool
or reinsurance coverage since the pool's inception.

Members agree to continue membership in the Pool for a period of not less than one full year. After such
period, a member who has given 60 days' prior written notice may withdraw from the Pool. Upon
withdrawal, payments for all claims and claims expenses become the sole responsibility of the
withdrawing member, regardless of whether a claim was incurred or reported prior to the member's
withdrawal. Members withdrawing within the first six years of membership may receive a partial refund of
their capital contributions. After the sixth year, the member is refunded 100% of its capital contributions,
however, the refund is reduced by an amount equal to the annual operating contribution which the
withdrawing member would have made for the one-year period following withdrawal.

The Commission has discontinued purchasing Pollution Liability Insurance Coverage and instead, will
self-insure this potential liability. The amount of any such liability is not susceptible to estimation until it
has been determined that pollution has occurred and the extent of that pollution can be determined.
Therefore, no provision for any resultant liability has been made in the accompanying financial
statements.

(7) Related Party Transactions

As described in Note 1, the Commission operates as a joint venture (28E organization) between several
governmental entities. The Commission earns revenue and grants credit to these entities under normal
credit terms.

During the years ended June 30, 2008 and 2007, the Commission provided $480,953 and $480,952,
respectively, to the communities served by the landfill for recycling projects.

During each of the years ended June 30, 2008 and 2007, the Commission made distributions of net
assets to the 28E members totaling $1,999,548 and $1,999,547, respectively.

The Commission had transactions associated with capital asset construction with a company owned by a

member of the Commission’s governing board. The total of those transactions was approximately
$20,000 for the year ended June 30, 2008.
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Notes to the Financial Statements

(8) Operating Leases

The Commission is renting office space under an operating lease that expires June 30, 2010. The rent
expense was $4,200 for each of the years ended June 30, 2008 and 2007.

The following is a schedule by years of future minimum lease payments required under operating leases
that have initial or remaining noncancelable lease terms in excess of one year at June 30, 2008:

Year Ending June 30,

2009t e e e ————eeee e e e e e —————ateeaeeeaaaa———teateaeaeeaaaannnnaraeaeeennnrrneees $ 4,200
20 SRR 4,200
Total Minimum Payments REQUITEA . ........oooiiiiiiiiiiiiiiiiieeeieeeeeeeeeeeeeeeeeeeesesesessssssssssssssessanne $ 8,400

Rental expense for all operating leases was $4,440 for each of the years ended June 30, 2008 and 2007.

(9) Commitments and Subsequent Events

The Commission has begun developing the next landfill cells (W-1 Phase Il and Phase Ill). As of June 30,
2008, the Commission had incurred $553,000 of costs for engineering services and construction costs.
The Commission approved approximately $1.4 million in contracts for the project.

During the year ended June 30, 2008, the Commission approved a $283,000 contract to develop an
asbestos cell. As of June 30, 2008, $34,556 of costs related to this project had been incurred.

The Commission approved planning and installation of a third scale and automated keypad system for
$372,000. As of June 30, 2008, $38,383 of costs related to this project had been incurred.

During the year ended June 30, 2008, the Commission approved a $433,000 contract to improve certain
scales. As of year end, no costs had been incurred for this project.

Subsequent to June 30, 2008, the Commission approved community awards of $480,953 to be paid to
the communities served by the landfill.
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Independent Auditor’s Report on Internal Control Over Financial Reporting and
on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

Commissioners

Black Hawk County Solid Waste
Management Commission

Waterloo, lowa

We have audited the accompanying financial statements of the Black Hawk County Solid Waste
Management Commission as of and for the year ended June 30, 2008, and have issued our report
thereon dated January 12, 2009. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Black Hawk County Solid Waste Management
Commission’s internal control over financial reporting as a basis for designing our auditing procedures for
the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing
our opinion on the effectiveness of the Black Hawk County Solid Waste Management Commission’s
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of
the Black Hawk County Solid Waste Management Commission’s internal control over financial reporting.

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

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

3128 Brockway Road, P.O. Box 240, Waterloo, IA 50704-0240 « (319) 233-5225 « FAX (319) 233-3188
Member of American Institute of CPAs - lowa Society of CPAs

Cedar Falls « Cedar Rapids ¢« Mason City » Waterloo 19
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Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Commission’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported
under Government Auditing Standards

The following comments involving statutory and other legal matters about the Commission's operations
for the year ended June 30, 2008 are based exclusively on knowledge obtained from procedures
performed during our audit of the financial statements of the Commission. Since our audit was based on
tests and samples, not all transactions that might have had an impact on the comments were necessarily
audited. The comments involving statutory and other legal matters are not intended to constitute legal
interpretations of those statutes.

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

B. Travel Expense - No disbursements of the Black Hawk County Solid Waste Management
Commission money for travel expenses of spouses of Commission officials or employees were noted.

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

D. Deposits and Investments - We noted no instances of noncompliance with the deposit and
investment provisions of Chapter 12B and 12C of the Code of lowa and the Commission’s investment

policy.

E. Solid Waste Tonnage Fees Retained - We noted no disbursements or retention of solid waste fees
which were not in accordance with the provisions of Chapter 455B.310 of the Code of lowa.

F. Financial Assurance - The Commission has demonstrated financial assurance for closure and

postclosure care costs as provided in Chapter 111.6(9), Local Government Dedicated Fund, of the
lowa Administrative Code. The calculation is as follows:
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Closure Postclosure
Cell X and Other Closed Cells
Total estimated costs for closure and postclosure care............. $ 680,084 $ 1,800,000
Less balance of funds held in the local dedicated fund
at JUNE 30, 2007 ... (680,084) (1,650,000)
— 150,000
Divided by the number of months remaining in the pay-in period 100% 100%
Required payment into the local dedicated fund for the
year ended June 30, 2008 .............evvvriiiiiiiiiiiiiis — 150,000
Amount spent for ClOSUre............ccuiiiiiiiiii e (270,000) —
Balance of funds held in the local dedicated fund at
JUNE 30, 2007 ..oeeeiiieeee s 680,084 1,650,000
Required Balance of Funds to be Held in the Local
Dedicated Fund at June 30, 2008.......cccoeeeeeeeeeeieeeeeeee $ 410,084 $ 1,800,000
Amount Commission has Restricted for Closure and
Postclosure Care at June 30, 2008 ......cooeeeeeeeeeieaeeeeeeeeeee $ 410,084 $ 1,800,000
Cell W-1 Phase | and Asbestos Cell
Total estimated costs for closure and postclosure care............. $ 335,116 Included
Less balance of funds held in the local dedicated fund in amount
at JuNE 30, 2007 ..o — restricted
335,116 under Cell X
Divided by the number of years remaining in the pay-in period 8/30ths and other
Required payment into the local dedicated fund for the closed cells
year ended June 30, 2008 ...........oovvieiiiiiiiiiiee e 89,364
Balance of funds held in the local dedicated fund at
JUNE 30, 2007 ..oveeiieeeeeeeee e s —
Required Balance of Funds to be Held in the Local
Dedicated Fund at June 30, 2008........ccooeeeveeiieeiieeeeaeenee, $ 89,364
Amount Commission has Restricted for Closure and
Postclosure Care at June 30, 2008 .......c.oeeevieeeieeieeeinnns $ 89,364

This report, a public record by law, is intended solely for the information of the Commission members,
management, the United States Environmental Protection Agency and the lowa Department of Natural
Resources and is not intended to be and should not be used by anyone other than these specified
parties.

#oem: - #Aﬂa’éﬂ

HOGAN - HANSEN

Waterloo, lowa
January 12, 2009
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