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P Winkel, Parker
& Foster, CPA PC

Certified Public Accountants & Consultants

Independent Auditor’s Report

To the Board of Directors of
Mississippi Bend Area Education Agency 9
Bettendorf, lowa

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of the Mississippi Bend Area Education
Agency 9 as of and for the year ended June 30, 2009, which collectively comprise the Agency'’s
basic financial statements as listed in the table of contents. These financial statements are the
responsibility of Agency officials. Our responsibility is to 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, the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, and OMB Circular A-133,
Audits of States, Local Governments and Non-Profit Organizations. 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 opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of the Mississippi Bend Area Education Agency 9, as of
June 30, 2009, and the respective changes in financial position for the year 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
October 26, 2009, on our consideration of the Agency’s internal control over financial 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.




Management’s Discussion and Analysis, Budgetary Comparison Information, and Schedule of
Funding Progress for the Retiree Health Plan on pages 4 through 11 and 31 through 34 are not
required parts of the basic financial statements, but are supplemental information required by the
Governmental Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplemental 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 financial statements that
collectively comprise the Mississippi Bend Area Education Agency 9's basic financial statements.
The financial statements for the three years ended June 30, 2008 (none of which are presented
herein) were audited, in accordance with the standards referred to in the second paragraph of this
report, by other auditors who expressed unqualified opinions on those financial statements. The
combining nonmajor fund schedules and the schedule of revenues by source and expenditures by
function - all governmental fund types listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of State
and Local Governments, and Non-Profit Organizations, 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.

wﬂl_ 7 fats, Crp Pe

Clinton, lowa
October 26, 2009




MISSISSIPPI BEND AREA EDUCATION AGENCY 9
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2009

Mississippi Bend Area Education Agency 9 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, 2009. We encourage readers to consider this information in
conjunction with the Agency’s financial statements, which follow.

2009 FINANCIAL HIGHLIGHTS

General Fund revenues increased from $32,090,133 in fiscal year 2008 (FYQ8) to
$35,046,107 in fiscal year 2009 (FY09), while General Fund expenditures increased from
$30,634,029 in FY08 to $34,011,134 in FY09. This resulted in an increase of the Agency's
General Fund balance from $4,927 856 in FY08 to $5,647,781 in FYQ09, a 14.6 percent
increase from the prior year.

The increase in General Fund revenues was attributable to an increase in state controlled
funding and teacher compensation funding and the addition of Federal ARRA funds in
FY09. The increase in expenditures was due primarily to the addition of the Federal ARRA
funds increase.

During the year ended June 30, 2003, the State of lowa imposed a 7.5% reduction in AEA
controlled funding which reduced general fund revenue by $767,782. This cut continued
into 2008-2009.

Senate File 453 was enacted in the Spring of 2003, which temporarily reduced controlled
funding for AEA’s by 10 million dollars. AEA 9’s portion of this was $1,009,065. This
reduction was reduced to $253,937 in FY09.

The Agency's self-insured medical insurance program continued to experience favorable
claim costs. The Agency was able to maintain a minimum balance at $1,500,000. The
claims reserve balance at 6/30/2009 was $1,935,855.

The State of lowa expanded its Teacher Quality funding in FY09. AEA 9’s portion amounted
to $1,038,129. This was an increase of $378,531 over FY08. The State of lowa also
provided $101,754 for professional development in FY09.



MISSISSIPPI BEND AREA EDUCATION AGENCY 9
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2009

USING THIS 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 Agency’s financial activities.

The Government-wide Financial Statements consist of a statement of net assets and a
statement of activities. These provide information about the activities of Mississippi Bend
Area Education Agency 9 as a whole and present an overall view of the Agency’s finances.

The Fund Financial Statements tell how governmental services were financed in the short
term as well as what remains for future spending. Fund financial statements report the
Agency’s operations in more detail than the government-wide statements by providing
information about the most significant funds.

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

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

Other Supplemental Information provides detailed information about the nonmajor funds. In
addition, the Schedule of Expenditures of Federal Awards provides detail of various federal
programs benefiting the Agency.

Reporting the Agency as a Whole

The Statement of Net Assets and the Statement of Activities

The Government-wide statements report information about the Agency as a whole using
accounting methods similar to those used by private-sector companies. The statement of net
assets includes all of the Agency’s assets and liabilities. All of the current year revenues and
expenses are accounted for in the statement of activities regardless of when cash is received or
paid.



MISSISSIPPI BEND AREA EDUCATION AGENCY 9
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2009

The two Government-wide statements report the Agency’s net assets and how they have
changed. Net assets - the difference between the Agency’s assets and liabilities - are one way
to measure the Agency’s financial health or position.

e Over time, increases or decreases in the Agency’s net assets are an indicator of whether
financial position is improving or deteriorating, respectively.

e To assess the Agency’s overall health, additional non-financial factors, such as changes in
the Agency'’s enrollment served and the condition of its facilities, need to be considered.

e Governmental activities: Most of the Agency’s basic services are included here, such as
regular and special education instruction, student and instructional staff support services,
and administration. Local school districts, federal, and state aid financed most of these
activities.

Fund Financial Statements

The fund financial statements provide detailed information about the Agency’s funds, focusing on
its most significant or “major” funds - not the Agency as a whole. Funds are accounting devices
the Agency uses to keep track of specific sources of funding and spending on particular
programs. Some funds are required by state law or by bond covenants. The Agency establishes
other funds to control and manage money for particular purposes, such as accounting for major
construction projects or to show that it is properly using certain revenues, such as federal grants.

The Agency has one kind of fund:

Governmental funds account for most of the Agency’s basic services. These focus on how cash
and other financial assets that can readily be converted to cash flow in and out and the
balances left at year-end that are available for spending. Consequently, the governmental fund
statements provide a detailed short-term view that helps determine whether there are more or
fewer financial resources that can be spent in the near future to finance the Agency’s programs.
Because this information does not encompass the additional long-term focus of the
Government-wide statements, additional information at the bottom of the governmental fund
statements explains the relationship or differences between the two statements. The Agency’s
governmental funds include: 1) the General Fund, 2) the Special Revenue Funds, and 3) the
Debt Service Fund.

The governmental funds required financial statements include a balance sheet and a statement
of revenues, expenditures and changes in fund balances.

A summary reconciliation between the Government-wide financial statements and the fund
financial statements follows the fund financial statements.



MISSISSIPPI BEND AREA EDUCATION AGENCY 9
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2009

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of financial position.
Mississippi Bend Area Education Agency 9's net assets at the end of fiscal year 2009 totaled
approximately $5.72 million. This compared to approximately $5.35 million at the end of fiscal
year 2008. The analysis that follows provides a summary of the Agency’s net assets at June 30,
2009 for the governmental activities.

Condensed Statement of Net Assets
Governmental Activities

June 30, June 30,
2009 2008
Current and other assets $ 10,268,698 $ 10,210,355
Capital assets 6,622,595 6,880,406
Total assets 16,891,293 17,090,761
Long-term obligations 6,988,081 6,902,235
Other liabilities 4.187,796 4,839,692
Total liabilities 11,175.877 11,741,927
Net assets:
Invested in capital assets,
net of related debt 2,449 461 2,536,593
Restricted 433,121 432,558
Unrestricted 2,832,834 2,379,683
Total net assets $ 5715416 $ 5,348,834

The Agency’s combined net assets increased by 6.9%, or approximately $367,000 from FY08.



MISSISSIPPI BEND AREA EDUCATION AGENCY 9
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2009

The following analysis shows the changes in net assets for the year ended June 30, 2009.

Changes in Net Assets
Governmental Activities

June 30, June 30,
2009 2008
Revenues:
Program revenues:
Charges for service $ 1,995,885 $ 1,795,746
Operating grants
and contributions 15,762,484 13,504,835
Total program revenues 17,758,369 15,300,581
General revenues:
Property taxes 7,786,856 7,543,083
State Foundation Aid 9,428,798 9,078,317
Juvenile Home 501,085 478,180
Local donations 35,790 18,359
Unrestricted investment earnings 48,481 168,762
Total general revenues 17,801,010 17,286,701
Total revenues 35,659,379 32,587,282
Program expenses:
Instruction 2,433,084 2,154 689
Student support services 17,855,208 16,039,758
Instructional staff support services 8,523,596 7,106,041
General administration 1,656,735 1,582,987
Business administration 1,514,919 1,525,201
Plant operations and maintenance 847,368 862,526
Central and other support services 2,183,711 1,954 147
Debt service 178,176 183,270
Total program expenses 35,192,797 31,408,619
Increase in net assets 366,582 1,178,663
Net assets, beginning of year 5,348,834 4.170,171
Net assets, end of year $ 5715416 $ 5,348,834

Operating grants and contributions from local, state and federal sources account for 94.3% of
the total revenue. The Agency’s expenses primarily relate to instruction and support services,
which account for 81.9% of the total expenses.



MISSISSIPPI BEND AREA EDUCATION AGENCY 9
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2009

GOVERNMENTAL ACTIVITIES

Revenues for governmental activities were $35,559,379 and expenses were $35,192,797. The
Agency continues to maintain current services offered with cuts in funding.

FINANCIAL ANALYSIS OF THE AGENCY’S FUNDS

As previously noted, Mississippi Bend Area Education Agency 9 uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements.

The Agency’'s governmental funds reported combined fund balances of $6,109,869 above last
year’s ending fund balances of $5,400,505. The major reason for the increase is due to
contributions from local, state and federal sources, and a reallocation of Special Education
expenditures to Federal Stimulus funds.

Governmental Fund Highlights

e The General Fund balance increased from $4,927,856 to $5,647,781. Encumbrance
reserves decreased $281,790, inventory and prepaid expenses reserve decreased
$123,338, insurance claims reserve decreased $211,930, and unreserved undesignated
fund balances increased $1,336,983.

o The Debt Service Fund balance decreased due to the payment of principle and interest in
FY09. The fund ended FY08 with a balance of $462,400. FY09 ended with a balance of
$462,088.

BUDGETARY HIGHLIGHTS

Over the course of the year, the Agency amended its annual operating budget one time to
reflect additional revenue and expenditures associated with the additional federal grants
received. A schedule showing the original and final budget amounts compared to the Agency’s
actual financial activity is included in the required supplemental information section of this
report.



MISSISSIPPI BEND AREA EDUCATION AGENCY 9
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2009

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30, 2009, the Agency had invested $6,622,595 net of accumulated depreciation, in a
broad range of capital assets, including land, buildings, cormputers and audio-visual equipment.
This is a net decrease of approximately $258,000 from last year. This decrease was primarily
due to the current year depreciation expense and deletions exceeding the current year
additions.

Mississippi Bend Area Education Agency 9 had depreciation expense of $524,100 in FY09 and
total accumulated depreciation of $4,951,221 at June 30, 2009. More detailed information
about capital assets is available in Note 3 to the financial statements.

Debt
At June 30, 2009, the Agency had $6,988,081 in long-term debt outstanding compared to
$6,902,235 at June 30, 2008. More detailed information about the Agency’s long-term liabilities

is available in Note 4 to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

At the time these financial statements were prepared and audited, the Agency was aware of
several existing circumstances that could significantly affect its financial health in the future:

o The Agency has experienced a decrease in the number of students being served by its
programs for many years. A slight decrease in enrollment is expected to continue in the
foreseeable future. Enrollment history and projections is as follows:

Year Number Difference
2000 54,311 -1,029
2001 53,577 -734
2002 53,247 -330
2003 52,866 -381
2004 52,353 -513
2005 52,152 -201
2006 51,861 -291
2007 51,324 -537
2008 50,968 -356
2009 50,806 est. -162

e The State of lowa made permanent the 7.5% reduction in AEA controlled funding that was
imposed in the year ended 6/30/02. This is a permanent reduction of $767,782 from the
funds generated by the controlled funding formula.

10



MISSISSIPPI BEND AREA EDUCATION AGENCY 9
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2009

e Another provision of Senate File 453 enacted in the Spring of 2003 temporarily reduced
controlled funding for AEAs by 10 million dollars. AEA 9's portion of this is $1,009,065.
This reduction was offset by an increase in federal IDEA funds, cost containment of non-
personnel expenditures, and unreserved fund balances. This cut was reduced to $253,937
in FY09. The cut will remain at $253,937 in FY10.

e In the spring of 2008 the State of lowa passed Senate File 277 which enhanced the
Teacher Quality Program. AEA 9 received $1,038,129 additional teacher compensation
and $101,754 for additional staff development in FY09. This will remain the same for FY10.

¢ Due to the favorable balance in the self-funded insurance claims fund, no increase in health
and dental premiums will be made for FY10.

¢ AEA 9 was awarded $5,696,785 in Federal American Recovery and Reinvestment Act
(ARRA) funds. The funds are to be spent during the period of February 17, 2009 through
September 30, 2011. The funds will be used to retain staff and offer additional programs.
AEA 9 used $500,631 of these funds in FY09.

CONTACTING THE AGENCY’S FINANCIAL MANAGEMENT

This financial report is designed to provide the Agency’s citizens, taxpayers, customers,
investors, and creditors with a general overview of the Agency’s finances and to demonstrate
the Agency’s accountability for the money it receives. If you have questions about this report or
need additional financial information, contact Tom Wirtz, Director of Administrative Services,
Mississippi Bend Area Education Agency 9, 729 21°%' Street, Bettendorf, lowa 52722.

11
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EXHIBIT A

MISSISSIPPI BEND AREA EDUCATION AGENCY 9
STATEMENT OF NET ASSETS
June 30, 2009

Governmental
ASSETS
Cash $ 185,685
Investments 7,651,175
Receivables
Due from other governments 1,876,765
Accounts (net of $11,672 allowance for uncollectible accounts) 445,216
Inventories 66,479
Prepaid expenses 43,378
Capital assets (net of accumulated depreciation) 6,622,595
Total assets 16,891,293
LIABILITIES
Accounts payable 968,113
Accrued interest payable 28,967
Salaries and benefits payable 1,640,041
Deferred revenue
State and federal grants 1,276,920
Insurance claims incurred but not reported 273,755
Long-term liabilities
Portion due or payable within one year
Certificates of participation 145,000
Vehicle loan 33,134
Compensated absences 266,572
Portion due or payable after one year
Certificates of participation 3,995,000
Compensated absences 2,363,375
Net OPERB liability 185,000
Total liabilities 11,175,877
NET ASSETS
Invested in capital assets, net of related debt 2,449 461
Restricted for
Debt service 433,121
Unrestricted 2,832,834
Total net assets $ 5,715,416

The accompanying notes are an integral part of the financial statements.
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EXHIBIT B

MISSISSIPPI BEND AREA EDUCATION AGENCY 9
STATEMENT OF ACTIVITIES
Year Ended June 30, 2009

Net (Expense)
Revenue

and Changes

Program Revenues in Net Assets

Charges for  Operating Grants Governmental

Expenses Service and Contributions Activities
FUNCTIONS/PROGRAMS
Governmental activities:
Instruction $ 2433084 ¢ 645,189 §$ 138,373 $ (1,649,522)
Student support services 17,855,208 441,655 13,152,051 (4,261,502)
Instructional staff support services 8,523,596 398,984 2,054,907 (6,069,705)
General administration 1,656,735 20,288 2,450 (1,633,997)
Business administration 1,514,919 399,769 86,565 {1,028,585)
Plant operations and maintenance 847,368 - - (847,368)
Central and other support services 2,183,711 90,000 328,138 (1,765,573)
Debt service 178,176 - - (178,176)
Total governmental activities $ 35192797 $ 1995885 $ 15,762,484 (17,434,428)
General revenues:

Property taxes 7,786,856

State Foundation Aid 9,428,798

Juvenile Home 501,085

Local donations 35,790
Unrestricted investment earnings 48,481

Total general revenues 17,801,010

CHANGE IN NET ASSETS 366,582
NET ASSETS, BEGINNING OF YEAR 5,348,834
NET ASSETS, END OF YEAR $ 5,715,416

The accompanying notes are an integral part of the financial statements.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
BALANCE SHEET

GOVERNMENTAL FUNDS

June 30, 2009

EXHIBIT C

Nonmajor
Debt Juvenile
General Service Home Total
ASSETS
Cash $ 185,685 $ - $ - $ 185,685
Investments 7,279,508 371,667 - 7,651,175
Receivables
Due from other governments 1,845,388 - 31,377 1,876,765
Accounts (net of $11,672 allowance
for uncollectible accounts) 445216 - - 445,216
Due from other funds - 90,421 11,811 102,232
Inventories 66,479 - - 66,479
Prepaid expenses 43,378 - - 43,378
TOTAL ASSETS $ 09,865654 $ 462,088 $ 43,188 $ 10,370,930
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable $ 968,113 $ - $ - $ 968,113
Salaries and benefits payable 1,596,853 - 43 188 1,640,041
Due to other funds 102,232 - - 102,232
Deferred revenue
State and federal grants 1,276,920 - - 1,276,920
Insurance claims incurred but not reported 273,755 - - 273,755
Total liabilities 4,217,873 - 43,188 4,261,061
FUND BALANCES
Reserved for
Encumbrances 206,593 - - 206,593
Inventories 66,479 - - 66,479
Prepaid expenses 43,378 - - 43,378
Insurance claims 1,662,100 - - 1,662,100
Unreserved
Undesignated 3,669,231 462,088 - 4,131,319
Total fund balances 5,647,781 462,088 - 6,109,869
TOTAL LIABILITIES AND
FUND BALANCES $ 9,865654 $ 462,088 $ 43,188 $ 10,370,930

The accompanying notes are an integral part of the financial statements.
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EXHIBIT D

MISSISSIPPI BEND AREA EDUCATION AGENCY 9
RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL
FUNDS TO THE STATEMENT OF NET ASSETS
June 30, 2009

Total governmental fund balances (page 15) $ 6,109,869

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not current financial
resources and therefore, are not reported in the funds. The cost of
assets is $11,573,816 and the accumulated depreciation is $4,951,221. 6,622,595

Long-term liabilities, including certificates of participation, loans, compensated
absences, accrued interest payable, and other post employment benefits,
are not due and payable in the current period and therefore, are

not reported in the funds. (7,017,048)
Net assets of governmental activities (page 13) $ 5,715416

The accompanying notes are an integral part of the financial statements.

16



MISSISSIPPI BEND AREA EDUCATION AGENCY 9
STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS
Year Ended June 30, 2009

EXHIBIT E

Nonmajor
Debt Juvenile
General Service Home Total
REVENUES
Local sources $ 10,309,302 $ 3691 §$ - $ 10,312,993
State sources 11,282,644 - 501,085 11,783,729
Federal sources 13,454 161 - 8,496 13,462,657
Total revenues 35,046,107 3,691 509,581 35,559,379
EXPENDITURES
Current
Instruction 1,924,600 - 469,777 2,394,377
Student support services 17,732,688 - - 17,732,688
Instructional staff support services 8,343,906 - - 8,343,906
General administration 1,590,325 - 50,053 1,640,378
Business administration 1,506,199 - - 1,506,199
Plant operations and maintenance 771,041 - - 771,041
Central and other support services 2,142,375 - - 2,142,375
Debt service - 319,051 - 319,051
Total expenditures 34,011,134 319,051 519,830 34,850,015
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 1,034,973 (315,360) (10,249) 709,364
OTHER FINANCING SOURCES (USES)
Operating transfers in - 315,048 - 315,048
Operating transfers out (315,048) - - (315,048)
Total other financing sources (uses) (315,048) 315,048 - -
EXCESS (DEFICIENCY) OF REVENUES AND
OTHER FINANCING SOURCES
OVER (UNDER) EXPENDITURES AND
OTHER FINANCING USES 719,925 (312) (10,249) 709,364
FUND BALANCES, BEGINNING OF YEAR 4,927,856 462,400 10,249 5,400,505
FUND BALANCES, END OF YEAR $ 5647781 $ 462,088 $ - $ 6,109,869

The accompanying notes are an integral part of the financial statements.
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EXHIBIT F

MISSISSIPPI BEND AREA EDUCATION AGENCY 9
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES -

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
Year Ended June 30, 2009

Net change in fund balances - total governmental funds (page 17) 3 709,364

Amounts reported for governmental activities in the
statement of activities are different because:

Governmental funds report capital outlays as expenditures while
governmental activities report depreciation expense to allocate
those expenditures over the estimated useful lives of the assets.

Capital outlays $ 640,029
Loss on disposals (373,740)
Depreciation expense (524,100) (257,811)

Repayment of long-term debt principal is an expenditure in the
governmental funds, but reduces long-term liabilities in the
statement of net assets and does not affect the statement of
activities. 170,679

Compensated absences expense reported in the statement of
activities does not require the use of current financial resources
and, therefore, is not reported as an expenditure in the
governmental funds.

Compensated absences (71,525)
Some expenses reported in the statement of activities do not

require the use of current financial resources and, therefore,
are not reported as expenditures in the governmental funds.

Interest on long-term debt 875
Other postemployment benefits (185,000) (184,125)
Change in net assets of governmental activities (page 14) $ 366,582

The accompanying notes are an integral part of the financial statements.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Mississippi Bend Area Education Agency 9 is an intermediate school corporation established to
identify and serve children who require special education. The Agency also provides media
services and education support services. These programs and support services are provided to
22 school districts and private schools in a six-county area. The Agency is governed by a Board
of Directors whose members are elected on a non-partisan basis.

Reporting Entity

For financial reporting purposes, Mississippi Bend Area Education Agency 9 has included all
funds, organizations, agencies, boards, commissions, and authorities. The Agency 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 Agency are such
that exclusion would cause the Agency'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 Agency 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 Agency. The Mississippi Bend Area Education Agency 9 has no
component units which meet the Governmental Accounting Standards Board criteria.

Basis of Presentation

Government-wide financial statements - The statement of net assets and the statement of
activities report information on all of the activities of the Agency. For the most part, the effect of
interfund activity has been removed from these statements.

The statement of net assets presents the Agency’s nonfiduciary assets and liabilities, with the
difference reported as net assets. Net assets are reported in three categories:

Invested in capital assets, net of related debt consists of capital assets, net of accumulated
depreciation and reduced by outstanding balances for bonds, notes, and other debt that are
attributed to the acquisition, construction, or improvement of those assets.

Restricted net assets result when constraints placed on net asset use are either externally
imposed or imposed by law through constitutional provisions or enabling legislation.

Unrestricted net assets consist of net assets that do not meet the definition of the two preceding

categories. Unrestricted net assets often have constraints on resources that are imposed by
management, but can be removed or modified.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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. 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 and 2) grants, contributions, and interest that are restricted to meeting the
operational or capital requirements of a particular function. Unrestricted interest income and
other items not properly included among program revenues are reported instead as general
revenues.

Fund Financial Statements - Separate financial statements are provided for governmental and
proprietary funds. Major individual governmental funds are reported as separate columns in the
fund financial statements. All remaining governmental funds are aggregated and reported as
other nonmajor governmental funds.

The Agency reports the following major governmental funds:

The General Fund is the general operating fund of the Agency. All general revenues
and other receipts that are not allocated by law or contractual agreement to some
other fund are accounted for in this fund. From the fund are paid the general
operating expenditures, including instructional, support, and other costs.

The Debt Service Fund is used to account for the accumulation of resources for
payment of principal and interest on certificates of participation.

Measurement Focus and Basis of Accounting

The Government-wide financial statements are reported using the economic resources
measurement focus. The Government-wide financial statements are reported using the accrual
basis of accounting. Revenues are 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 satisfied.

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 to be available
when they are collectible within the current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, the Agency considers revenues to be available if they are
collected within 60 days after year-end.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Intergovernmental revenues (shared revenues, grants and reimbursements from other
governments) and interest associated with the current fiscal period are all considered to be
susceptible to accrual. All other revenue items are considered to be measurable and available
only when cash is received by the Agency.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, principal and interest on long-term debt, claims and judgments and compensated
absences are recognized as expenditures only when payment is due. Capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds of general long-
term debt and acquisitions under capital leases are reported as other financing sources.

Assets, Liabilities, and Fund Equity

Cash and Investments - Cash includes amounts in demand deposits and money market
funds. Investments are stated at fair value except for the investment in lowa Schools Joint
Investment Trust which is valued at amortized cost and non-negotiable certificates of deposit
which are stated at cost.

All short-term cash investments that are highly liquid are considered to be cash equivalents.
Cash equivalents are readily convertible to known amounts of cash and, at the day of
purchase, have a maturity date no longer than three months.

Inventories - Inventories are stated at cost using the first-in, first-out method and consist of
expendable supplies and materials. The cost of these items is recorded as an expenditure at
the time of sale or consumption.

Capital Assets - Capital assets, which include property and furniture and equipment, are
reported in the governmental activities column in the Government-wide statement of net
assets. Capital assets are recorded at historical cost. Donated capital assets are recorded at
estimated fair market value at the date of donation. The costs of normal maintenance and
repairs that do not add to the value of the asset or materially extend asset lives are not
capitalized. Capital assets are defined by the Agency as assets with initial, individual costs in
excess of the following thresholds and estimated useful lives in excess of two years.

Land $ 2,500
Buildings 2,500
Furniture and equipment 2,500
Library books, videos, and DVD'’s 1
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property and furniture and equipment are depreciated using the straight-line method of
depreciation and library books are depreciated using the composite method over the following
estimated useful lives:

Estimated Useful

Asset Class Lives (In Years)
Buildings 50
Furniture and equipment 5
Library books, videos, and DVD’s 10

Impairment of Long-Lived Assets - The Agency reviews long-lived assets for impairment
whenever events or changes in circumstances indicate the carrying amount of an asset may
not be recoverable. Recoverability of assets to be held and used is measured by a
comparison of the carrying amount of an asset to future undiscounted net cash flows expected
to be generated by the asset. If such assets are considered to be impaired, the impairment to
be recognized is measured by the amount by which the carrying amount of the assets
exceeds the fair value of the assets. Assets to be disposed of are reported at the lower of
carrying amount or the fair value less costs to sell.

Salaries and Benefits Payable - Payroll and related expenses for teachers with annual
contracts corresponding to the current school year, which are payable in July and August,
have been accrued as liabilities.

Deferred Revenue - Deferred revenue represents an excess of cash advances by the funding
source over accrued expenditures at year-end.

Compensated Absences - Agency employees accumulate a limited amount of earned but
unused vacation and paid time off hours for subsequent use or for payment upon
termination, death or retirement. A liability has been recorded in the statement of net assets
representing the Agency’'s commitment to fund non-current compensated absences. This
liability has been computed based on rates of pay in effect at June 30, 2009. The
compensated absences liability attributable to the governmental activities will be paid
primarily by the Genera! and Special Revenue Funds.

Long-Term Obligations - In the Government-wide financial statements, long-term debt and
other long-term obligations are reported as liabilities in the governmental activities column in
the statement of net assets.

Fund Balances - In the governmental fund financial statements, reservations of fund

balance are reported for amounts that are not available for appropriation or are legally
restricted by outside parties for use for a specific purpose.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Restricted Net Assets - In the Government-wide statement of net assets, net assets are
reported as restricted when constraints placed on net asset use are either externally
imposed by creditors, grantors, contributors or laws and regulations of other governments or
imposed by law through constitutional provisions or enabling legislation.

NOTE 2 - CASH AND INVESTMENTS

The Agency’s deposits in banks at June 30, 2009 were entirely covered by Federal depository
insurance, or by the State sinking fund in accordance with Chapter 12C of the Code of lowa. This
chapter provides for additional assessments against the depositories to insure there will be no
loss of public funds.

The Agency 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 Board of Directors; prime
eligible bankers acceptances; certain high rated commercial paper; perfected repurchase
agreements; certain registered open-end management investment companies; certain joint
investment trusts, and warrants or improvement certificates of a drainage district.

The Agency had investments in the lowa Schools Joint Investment Trust Diversified Portfolio
which are valued at an amortized cost of $7,279,508 pursuant to Rule 2a-7 under the Investment
Company Act of 1940. The investment in the lowa Schools Joint Investment Trust is rated AAA
by Moody’s Investors Service.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
NOTES TO FINANCIAL STATEMENTS

June 30, 2009

NOTE 3 - CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2009 is as follows:

24

Balance, Balance,
Beginning End
of Year Additions Deletions of Year
Governmental activities:
Capital assets not being depreciated:
$ 38600 9 $ - $ 38600
Capital assets being depreciated:
Buildings 6,373,562 38,185 - 6,411,747
Furniture and equipment 2,865,194 57,480 - 2,922 674
Library books, videos, and DVD’s _2,291,798 544 364 635,367 2,200,795
Total assets being depreciated 11,530,554 640.029 635,367 11,535,216
Less accumulated depreciation for:
Buildings 1,588,054 127,853 - 1,715,907
Furniture and equipment 2,535,615 171,615 - 2,707,230
Library books, videos, and DVD’s __ 565,079 224,632 261,627 528,084
Total accumulated depreciation _4,688,748 524,100 261627 4,951,221
Total capital assets, being
depreciated, net 6,841,806 115,929 373,740 6,583,995
Governmental activities
capital assets, net 6.880406 $ 115929 $ 373,740 $6,622595
Depreciation expense was charged to functions of the Agency as follows:
Governmental activities:
Instruction $ 26,200
Student support services 18,834
Instructional staff support services 304,734
General administration 6,520
Business administration 1,770
Plant operations and maintenance 142,020
Central and other support services 24,022
Total governmental activities depreciation expense $ 524100



MISSISSIPPI BEND AREA EDUCATION AGENCY 9
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

NOTE 4 - CHANGES IN LONG-TERM LIABILITIES

A summary of changes in long-term liabilities for the year ended June 30, 2009 is as follows:

Balance, Balance, Due
Beginning End Within
of Year Additions Reductions of Year One Year
Certificates
of participation $4,280,000 $ - $ 140,000 $4,140,000 $ 145,000
Vehicle loan 63,813 - 30,679 33,134 33,134
Compensated absences 2,558,422 420,799 349,274 2,629,947 266,572
Net OPEB liability - 185,000 - 185,000 -
Total $6,902235 $ 605799 $ 519953 $6,988,081 $ 444,706

Certificates of Participation

On May 1, 2005, the Agency issued $4,660,000 of Refunding Certificates of Participation, Series
2005A, with interest rates ranging from 3.60% to 4.45%, for various project costs and a crossover
refunding of the Series 1997 Certificates of Participation issued July 1, 1997. The Agency
entered into an escrow agreement whereby a portion of the proceeds of the refunding certificates
of participation along with additional cash were placed in an escrow account for the purpose of
paying the principal and interest on the refunded certificates of participation when they are subject
to optional redemption in whole or in part on May 1, 2008. $1,500,000 of the proceeds were
placed into a construction fund to pay for various project costs. The transactions, balances and
liabilities of the escrow account are recorded by the Agency since the refunded debt is not
considered extinguished.  Annual debt service requirements to maturity of the refunding
certificates of participation are as follows:

Year Ending
June 30, Principal Interest Total
2010 $ 145,000 $ 173,801 $ 318,801
2011 150,000 168,364 318,364
2012 155,000 162,551 317,551
2013 160,000 156,545 316,545
2014 170,000 150,345 320,345
2015-2019 1,195,000 626,580 1,821,580
2020-2024 1,465,000 354,030 1,819,030
2025 700,000 31,150 731,150
Total $4.140,000 $1,823,366 $5,963,366

Payments on the certificates of participation for the year ended June 30, 2009, including interest,
totaled $319,051.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

NOTE 4 - CHANGES IN LONG-TERM LIABILITIES (CONTINUED)

The advance refunding increased total debt service payments over the next 20 years by over
$738,000. This results in an economic loss (difference between the present values of the debt
service payments on the old and new debt) of $33,425.

Vehicle Loan

On April 8, 2005, the Agency entered into a note payable with a bank with semi-annual payments
of $17,013 including principal and interest at 5.95% per year. Annual debt service requirements
to maturity of the vehicle loan are as follows:

Year Ending
June 30, Principal Interest Total
2010 $ 33134 $ 1,495 $ 34629

NOTE 5 - OPERATING LEASES

The Agency has leased various facilities to house satellite facilities. These leases have been
classified as operating leases and accordingly, all rents are charged to expenditures as incurred.
One lease expired December 31, 2004 and was renewed. Other leases are renewable for
additional periods. Some of the leases also require the payment of normai maintenance and
insurance on the properties. In all cases, management expects that the leases will be renewed or
replaced by other leases.

The following is a schedule by year of future minimum rental payments required under operating
leases which have initial or remaining non-cancelable lease terms in excess of one year as of
June 30, 2009.

Year Ending
June 30, Amount
2010 $ 9,000

Total rental expenditures for the year ended June 30, 2009 for all operating leases were $81,187.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

NOTE 6 - PENSION AND RETIREMENT BENEFITS

The Agency contributes to the lowa Public Employees Retirement System (IPERS) which is a
cost-sharing multiple-employer defined benefit pension plan administered by the State of lowa.
IPERS provides retirement and death benefits which are established by State statute to plan
members and beneficiaries. IPERS issues a publicly available financial report that includes
financial statements and required supplemental information. The report may be obtained by
writing to IPERS, P.O. Box 9117, Des Moines, lowa 50306-9117.

Plan members are required to contribute 4.10% of their annual salary and the Agency is required
to contribute 6.35% of annual payroll. Contribution requirements are established by State statute.
The Agency’s contributions to IPERS for the years ended June 30, 2009, 2008, and 2007, were
$1,299,594, $1,136,983, and $1,069,772, respectively, equal to the required contributions for
each year.

NOTE 7 - RISK MANAGEMENT

The Agency is exposed to various risks of loss related to torts; theft; damage to and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. These risks are
covered by the purchase of commercial insurance. The Agency assumes liability for any
deductibles and claims in excess of coverage limitations. Settled claims from these risks have not
exceeded commercial insurance coverage in any of the past three fiscal years.

Litigation

The Agency is a defendant in several lawsuits. Outside council for the Agency has advised that
one of the claims has been answered and is being defended vigorously. Insurance coverage is
being afforded for all other claims.

Self-funded insurance plans

The Agency has self-funded health and dental insurance plans. The Agency purchases
commercial insurance to provide for aggregate stop-loss health coverage for 125% of the excess
of estimated claims for the plan year that exceed $2,291,003, and specific stop-loss health
insurance coverage for claims in excess of $70,000 for any one covered individual during the plan
year.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

NOTE 7 - RISK MANAGEMENT (CONTINUED)

Self-funded insurance plans {continued)

Payments are made to the plan based on actuarial estimates of amounts needed to pay prior and
current year claims and to establish a reserve for catastrophe losses. That reserve was
$1,662,100 at June 30, 2009. Changes in the aggregate claims liability for the current year are
as follows:

Balance, beginning of year $2,151,302
Employee paid premiums 2,288,756
Claims paid (2,491,085)
Fees (13,118)

Balance, end of year 1,935,855
Claims incurred but not reported 273,755

Insurance claims reserve $1.662,100

NOTE 8 - POST-EMPLOYEE BENEFITS OTHER THAN PENSION BENEFITS

The Agency implemented GASB Statement No. 45, Accounting and Financial Reporting by
Employers for Postemployment Benefits other Than Pensions during the year ended June 30,
2009.

Plan Description - The Agency operates a self-funded insurance plan which provides
medical/prescription drug benefits for retirees and their families. There are 329 active and
13 retired members in the plan. Participants must be age 55 or older at retirement.

The medical/prescription drug coverage is provided through the Agency’s plan. Retirees under
age 65 pay the same premium for the medical/prescription drug benefit as active employees,
which results in an implicit subsidy and an OPEB liability.

Funding Policy - The contribution requirements of plan members are established and may be
amended by the Agency. The Agency currently finances the retiree benefit plan on a pay-as-
you-go basis.

Annual OPEB Cost and Net OPEB Obligation - The Agency’s annual OPEB cost is calculated
based on the annual required contribution (ARC) of the Agency, an amount actuarially
determined in accordance with GASB Statement No.45. The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover normal cost each year and
amortize any unfunded actuarial liabilities over a period not to exceed 30 years.

The following table shows the components of the Agency’s annual OPEB cost for the year
ended June 30, 2009, the amount actually contributed to the plan and changes in the Agency’s
net OPEB obligation:
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

NOTE 8 - POST-EMPLOYEE BENEFITS OTHER THAN PENSION BENEFITS
(CONTINUED)

Annual required contribution $ 254,000

Interest on net OPEB obligation -

Adjustment to annual required contribution -
Annual OPEB cost 254,000

Contributions made (169,000)
Increase in net OPEB obligation 185,000

Net OPEB obligation beginning of year -

Net OPEB obligation end of year $ 185,000

For calculation of the net OPEB obligation, the actuary has set the transition day as July 1,
2008. The end of year net OPEB obligation was calculated by the actuary as the cumulative
difference between the actuarially determined funding requirements and the estimated
contributions for the year ended June 30, 2009.

For the year ended June 30, 2009, the estimated Agency contributions were $69,000 to the
medical plan. Plan members eligible for benefits contributed 100% of the premium costs.

The Agency’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan
and the net OPEB obligation as of June 30, 2009 are summarized as follows:

Percentage of Net
Year Annual Annual OPEB OPEB
Ended OPEB Cost Cost Contributed Obligation
June 30, 2009 $ 254,000 27.17% $ 185,000

Funded Status and Funding Progress - As of July 1, 2008, the most recent actuarial valuation
date for the period July 1, 2008 through June 30, 2009, the actuarial accrued liability was
$2.386 million, with no actuarial value of assets, resulting in an unfunded actuarial accrued
liability (UAAL) of $2.386 million. The covered payroll (annual payroll of active employees
covered by the plan) was approximately $20,815,000, and the ratio of the UAAL to covered
payroll was 11.5%. As of June 30, 2009, there were no trust fund assets.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
NOTES TO FINANCIAL STATEMENTS
June 30, 2009

NOTE 8 - POST-EMPLOYEE BENEFITS OTHER THAN PENSION BENEFITS
(CONTINUED)

Actuarial Methods and Assumptions - Actuarial valuations of an ongoing plan involve estimates
of the value of reported amounts and assumptions about the probability of occurrence of events
far into the future. Examples include assumption about future employment, mortality and the
health care cost trend. Actuarially determined amounts are subject to continual revision as
actual results are compared with past expectations and new estimates are made about the
future. The schedule of funding progress, presented as required supplemental information in
the section following the Notes to Financial Statements, will present multiyear trend information
about whether the actuarial value of plan assets is increasing or decreasing over time relative
to the actuarial accrued liabilities for benefits.

Projections of benefits for financial reporting purposes are based on the plan as understood by
the employer and the plan members and include the types of benefits provided at the time of
each valuation and the historical pattern of sharing of benefit costs between the employer and
plan members to that point. The actuarial methods and assumptions used include techniques
that are designed to reduce the effects of short-term volatility in actuarial accrued liabilities and
the actuarial value of assets, consistent with the long-term perspective of the calculations.

As of the July 1, 2008 actuarial valuation date, the unit credit actuarial cost method was used.
The actuarial assumptions includes a 4.5% discount rate based on the Agency’s funding policy.
The projected annual medical trend rate is 11%. The ultimate medical trend rate is 5%. The
medical trend rate is reduced 0.5% each year until reaching the 5% ultimate trend rate.

Mortality rates are from the RP2000 Group Annuity Mortality Table, applied on a gender-
specific basis. Annual retirement and termination probabilities were developed from the
retirement probabilities from the IPERS Actuarial Report as of June 30, 2007 and applying the
termination factors used in the IPERS Actuarial Report as of June 30, 2007.

This information is an integral part of the accompanying financial statements.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN BALANCES - BUDGET AND ACTUAL
ALL GOVERNMENTAL FUNDS

REVENUES
L.ocal sources
State sources
Federal sources

Total revenues

EXPENDITURES

Current
Instruction
Student support services
Instructional staff support services
General administration
Business administration
Plant operations and maintenance
Central and other support services

Debt service

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Operating transfers in
Operating transfers out

Total other financing sources (uses)

EXCESS (DEFICIENCY) OF REVENUES
AND OTHER FINANCING SOURCES
OVER (UNDER) EXPENDITURES AND
OTHER FINANCING USES

BALANCE, BEGINNING OF YEAR

BALANCE, END OF YEAR

Actual

Year Ended June 30, 2009

Budget

Original

Final

Final to
Actual
Variance -
Favorable
(Unfavorable)

$ 10,312,993 $ 10,585924 $ 10,871,302 $  (558,309)
11783,729 10,868,822 11,852,877 (69,148)
13,462,657 12,087,759 13,097,748 364,909
35,559,379 33,542,505 35,821,927 (262,548)
2,394,377 1,155,457 2,361,402 (32,975)
17,732,688 17,316,769 18,036,975 304,287
8,343,906 8,289,234 9,531,227 1,187,321
1,640,378 1,253,665 1,997,233 356,855
1,506,199 2,397,590 1,722,718 216,519
771,041 743,142 800,835 29,794
2,142,375 1,785,511 2,434,083 291,708
319,051 319,051 319,052 1
34,850,015 33,260,419 37,203,525 2,353,510
709,364 282,086 (1,381,598) 2,090,962
315,048 317,518 318,591 (3,543)
(315,048) (317,518) (318,591) 3,543
709,364 282,086 (1,381,598) 2,090,962
5,400,505 8,664,790 8,664,790 (3,264,285)
$ 6109869 $ 8946876 $ 7,283,192 $ (1,173,323)
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
NOTE TO REQUIRED SUPPLEMENTAL INFORMATION -
BUDGETARY REPORTING
June 30, 2009

This budgetary comparison is presented as Required Supplemental Information in accordance
with Governmental Accounting Standards Board Statement No. 41 for governments with
significant budgetary perspective differences resulting from not being able to present budgetary
comparisons for the General Fund and each major Special Revenue Fund.

The Agency’'s Board of Directors annually prepares a budget on a basis consistent with
accounting principles generally accepted in the United States of America. Although the budget
document presents functional disbursements by fund, the legal level of control is at the total
expenditure/expense level, not by fund. After required public notice and hearing in accordance
with the Code of lowa, the Board submits its budget to the State Board of Education. The State
Board reviews the proposed budget and either grants approval or returns it without approval with
comments. Any unapproved budget must be resubmitted to the State Board for final approval.
The budget may be amended during the year utilizing procedures prescribed by the State Board.

For the year ended June 30, 2009, disbursements exceeded the amounts budgeted in the
instruction function.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
SCHEDULE OF FUNDING PROGRESS FOR THE
RETIREE HEALTH PLAN
June 30, 2009

Actuarial UAAL as a
Actuarial Accrued Unfunded Percentage
Actuarial Value of Liability AAL Funded Covered  of Covered
Valuation Assets (AAL) (UAAL) Ratio Payroll Payroll
Date (a) (b) (b-a) (a/b) (c) ((b - a)/c)
July 1, 2008 - $2,386,000 $2,386,000 0.00% $20,815,000 11.5%

See Note 8 in the accompanying Notes to Financial Statements for the plan description, funding
policy, annual OPEB Cost and Net OPEB Obligation, funded status and funding progress.
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Indirect:

MISSISSIPPI BEND AREA EDUCATION AGENCY 9

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

June 30, 2009

GRANTOR/PROGRAM

U.S. Department of Education:
Passed through State of lowa, Department of Education:

TOTAL

Special Education - Grants to States

Miscellaneous IDEA - Instructional Decision Making
Part B - Section 611 LEA Flow through

Part B - Section 611 Service to Handicapped

Part B - Section 611 Parent Educator

ARRA - Special Education Grants to States,
Recover Act

ARRA - Special Education Grants to States,
Recovery Act - LEA Flowthrough

Part B - Section 619 Preschool Diagnostic
Part B Section 619 Every Child Reads

Part C - Infant and Toddler

Miscellaneous IDEA - Secondary Professional Development
Miscellaneous IDEA - Transition Coaches
Miscellaneous IDEA - Second Chance Reading

Vocational Education - Basic Grants to States

Title Il C - Andrew Consortium
Title Il C - Bettendorf Consortium
Title Il C - Camanche Consortium
Title Il C - Western Consortium

Enhancing Education Through Technology
English Language Learners

Statewide Reading Team

Every Learner Inquires
Non-Public Staff Development

CFDA

Number

84.027
84.027
84.027
84.027

84.391

84.391

84.173

84.173

84.181

84.323
84.323
84.323

84.048
84.048
84.048
84.048
84.318
84.365

84.357

84.367
84.367

Grant
Number

8K791DM-09
9KB2-09
80909
87409

08619-09

C08-09(8KC3)

SPDG-09
105109

SCHEDULE 2

Expenditures

$ 139,845
2,694,412
7,421,872

109,620

10,365,749

500,631

1,479,958

1,980,589

258,824
1,249

260,073

274,010

38,894
4,740
3,715

47,349

35,178
79,919
20,882
44,784

180,763
38,274

169,004

23,401

1,016
10,586
11,602

3 13,350,814

Basis of Presentation - The Schedule of Expenditures of Federal Awards includes the federal grant activity of Mississippi Bend Area

Education Agency 9 and is presented on the modified accrual basis. The information on this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments and Non-Profit Organizations. Therefore, some amounts

presented in this schedule may differ from amounts presented in, or used in the preparation of, the basic financial statements.
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Winkel, Parker
& Foster, CPA PC

Certified Public Accountants & Consultants

W

Independent Auditor’s Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on Audit of Financial Statements
Performed in Accordance with Government Auditing Standards

To the Board of Directors of
Mississippi Bend Area Education Agency 9
Bettendorf, lowa

We have audited the financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Mississippi Bend Area Education Agency 9 as of
and for the year ended June 30, 2009, which collectively comprise Agency’s basic financial
statements and have issued our report thereon dated October 26, 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 Mississippi Bend Area Education Agency
9's internal control over financial reporting as a basis for designing our auditing procedures for
the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the entity’'s internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the entity's
internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control over financial reporting that might be significant deficiencies or material
weaknesses. However, as discussed below, we identified certain deficiencies in internal control
over financial reporting that we consider to be significant deficiencies.

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 a timely 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 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. We consider the deficiency described in
the accompanying Schedule of Findings and Questioned Costs as item 11-A-09 to be a
significant deficiency in internal control over financial reporting.

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’s internal control.
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Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in the internal control that might be significant deficiencies and, accordingly, would not
necessarily disclose all significant deficiencies that are also considered to be material
weaknesses. However, we believe that the significant deficiency described above is not a
material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Mississippi Bend Area Education
Agency 9'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 honcompliance or other matters that
are required to be reported under Government Auditing Standards. However, we noted certain
immaterial instances of noncompliance that we have reported to management of Mississippi
Bend Area Education Agency 9 in a separate letter dated October 26, 2009.

Comments involving statutory and other legal matters about Mississippi Bend Area Education
Agency 9's operations for the year ended June 30, 2009 are based exclusively on knowledge
obtained from procedures performed during our audit of the financial statements of Mississippi
Bend Area Education Agency 9. 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.

Mississippi Bend Area Education Agency 9’s responses to the findings identified in our audit are
described in the accompanying Schedule of Findings and Questioned Costs. While we have
expressed our conclusions on Mississippi Bend Area Education Agency 9's responses, we did not
audit Mississippi Bend Area Education Agency 9's response and, accordingly, we express no
opinion on it.

This report, a public record by law, is intended solely for the information and use of the officials,
employees and citizens of Mississippi Bend Area Education Agency 9 and other parties to whom
Mississippi Bend Area Education Agency 9 may report, including federal awarding agencies and
pass-through entities. This report is not intended to be and should not be used by anyone other
than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel
of Mississippi Bend Area Education Agency 9 during the course of our audit. Should you have

any questions concerning any of the above matters, we shall be pleased to discuss them with you
at your convenience.

Wﬂ[_ 7 fats, CPR Pe

Clinton, lowa
October 26, 2009
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Winkel, Parker
& Foster, CPA PC

Certified Public Accountants & Consultants

W

Independent Auditor's Report on Compliance with Requirements
Applicable to Each Major Program and Internal Control
Over Compliance in Accordance with OMB Circular A-133

To The Board of Directors of
Mississippi Bend Area Education Agency 9
Bettendorf, lowa

Compliance

We have audited the compliance of Mississippi Bend Area Education Agency 9 with the types
of compliance requirements described in the U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its major federal
programs for the year ended June 30, 2009. Mississippi Bend Area Education Agency 9's
major federal programs are identified in the summary of auditor's results section of the
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements
of laws, regulations, contracts, and grants applicable to each of its major federal programs is
the responsibility of Mississippi Bend Area Education Agency 9's management. Our
responsibility is to express an opinion on Mississippi Bend Area Education Agency 9’s
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about Mississippi Bend Area
Education Agency 9's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination of
Mississippi Bend Area Education Agency 9's compliance with those requirements.

In our opinion, Mississippi Bend Area Education Agency 9 complied, in all material respects,
with the requirements referred to above that are applicable to each of its major federal
programs for the year ended June 30, 2009.

Internal Control Over Compliance

The management of Mississippi Bend Area Education Agency 9 is responsible for establishing
and maintaining effective internal control over compliance with the requirements of laws,
regulations, contracts, and grants applicable to federal programs. In planning and performing
our audit, we considered Mississippi Bend Area Education Agency 9’s internal control over
compliance with the requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the purpose of expressing
our opinion on compliance, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of the entity’s internal control over compliance.
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A control deficiency in the entity’s internal control over compliance 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 noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the entity’s
ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program 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 material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the entity’s internal
control.

Our consideration of internal control over compliance 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 compliance that we consider to be material weaknesses, as
defined above.

This report, a public record by law, is intended solely for the information and use of the officials,
employees and citizens of Mississippi Bend Area Education Agency 9 and other parties to whom
Mississippi Bend Area Education Agency 9 may report, including federal awarding agencies and
pass-through entities. This report is not intended to be and should not be used by anyone other
than these specified parties.

Wﬂx_ 7 ks, PR Pe

Clinton, lowa
October 26, 2009
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2009

Section | - Summary of Auditor’s Results
Financial Statements

Type of auditor’s report issued: Unqualified opinion

Internal control over financial reporting:

« Material weakness(es) identified? yes X no
» Significant deficiencies identified that are not
considered to be material weaknesses? X__ yes none reported

Noncompliance material to financial statements noted? yes X no

Federal Awards

Internal control over major programs:

» Material weakness(es) identified? yes X no
+ Significant deficiencies identified that are not
considered to be material weakness(es)? yes X__ none reported

Type of auditor’s report issued on compliance for major programs:
Unqualified opinion

Any audit findings disclosed that are required to be reported in accordance with section 510(a)
of OMB Circular A-1337 yes X no

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
Cluster:
84.027 Special Education - Grants to States
84.173 Special Education - Preschool Grants
84.391 ARRA - Special Education - Grants to States, Recovery Act
Dollar threshold used to distinguish between type A and type B programs: $ 400,524
Auditee qualified as low-risk auditee? X___ yes no
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2009

Part Il: Financial Statement Findings:
Significant Deficiencies:

[I-A-09 Financial Statement Preparation

Criteria - The Agency engages Winkel, Parker & Foster, CPA PC to assist in preparing
its financial statements and accompanying disclosures. However, as independent
auditors, Winkel, Parker & Foster cannot be considered part of the Agency’s internal
control system. To establish proper internal control over the preparation of its financial
statements, including disclosures, the Agency should design and implement a
comprehensive review procedure to ensure that the financial statements, including
disclosures, are complete and accurate.

Condition - The Agency has not implemented procedures, to the degree necessary, to
perform a review and assume responsibility of the entity’s financial statements and
related disclosures to provide a high level of assurance that potential omissions or other
errors that are less than material, but more than inconsequential, would be identified and
corrected.

Effect - Management or employees in the normal course of performing their assigned
functions may not prevent or detect financial statement misstatements and disclosure
omissions in a timely manner.

Cause - The Agency has relied on independent auditors to some degree to provide
assurance that the financial statements, including disciosures, are not materially
misstated.

Recommendation - Management should perform a comprehensive review of the
financial statements to ensure that the financial statements, including disclosures, are
complete and accurate.

Response - Management will perform a comprehensive review of the financial
statements to ensure that the financial statements, including disclosures, are complete
and accurate.

Conclusion - Response accepted.

Instances of Non-compliance:

No matters were noted.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2009

Partlll: Federal Award Findings and Questioned Costs:
Instances of Non-compliance:

No matters were noted.

Significant Deficiencies:

No matters were noted.
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Part IV:

IV-A-09

V-B-09

IV-C-09

IV-D-09

IV-E-09

IV-F-09

IV-G-09

IV-H-09

V-J-09

MISSISSIPPI BEND AREA EDUCATION AGENCY 9
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended June 30, 2009

Other Findings Related to Required Statutory Reporting:

Budget - Expenditures for the year ended June 30, 2009 exceeded the amounts
budgeted in the instruction function.

Recommendation - The budget should have been amended before disbursements
were allowed to exceed the budget.

Response - The budget will be amended in the future, if applicable.
Conclusion - Response accepted.
Questionable Expenditures - No expenditures that may not meet the requirements of

public purpose as defined in an Attorney General's opinion dated April 25, 1979 were
noted.

Travel Expense - No expenditures of Agency money for travel expenses of spouses of
Agency officials or employees were noted.

Business Transactions - No business transactions between the Agency and Agency
officials or employees were noted.

Bond Coverage - Surety bond coverage of Agency officials and employees is in

accordance with statutory provisions. The amount of coverage should be reviewed
annually to insure that the coverage is adequate for current operations.

Board Minutes - No transactions requiring Board approval were noted which had not

been approved.

Deposits and Investments - No instances of non-compliance with the deposit and

investment provisions of Chapters 12B and 12C of the Code of lowa and the Agency’s
investment policy were noted.

Certified Annual Report - The Certified Annual Report was certified with the

Department of Education timely.

Categorical Funding - No instances were noted of categorical funding being used to

supplant rather than supplement other funds.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
SUMMARY SCHEDULE OF PRIOR FEDERAL AUDIT FINDINGS
Year Ended June 30, 2009

Comment Reference Comment Title Status

No matters were noted.
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MISSISSIPPI BEND AREA EDUCATION AGENCY 9
CORRECTIVE ACTION PLAN FOR FEDERAL AUDIT FINDINGS
Year Ended June 30, 2009

Contact Person, Anticipated
Comment Comment Title Date of
Number Title Corrective Action Plan Phone Number Completion

There were no comments made regarding significant deficiencies or noncompliance with federal
awards.
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